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BYLAWS

OF

TJ{E GRANDE SOUTH AT SANTA FE PLACE HOMEOWNERS ASSOCIATION

A California Nonprofit Mutual Benefit Corporation

ARTICLE 1

NAME AND LOCATION

1.1 Name and Principal Office. The name of the association is THE GRANDE
SOUTH AT SANTA FE PLACE HOMEOWNERS AS SOCLkTION, a California nonprofit mutual
benefit corporation (hereinafter refentdto as the "Association"). The Association is organizedunder
the California Nonprofit Mutual Benefit Corporation Law. The principal office of the Association
shall be located in the City of San Diego, County of San Diego, State of California.

ARTICLE 2

DEFINITIONS

2.1 Declaration. The 'Declaration" shall mean, collectively, the Amended and
Restated Declaration of Covenants, Conditions and Restrictions of the Grande South at Santa Fe
Place recorded in the Office of the County Recorder of San Diego, California, on
______________ 2003 as Document No. 2003- , and any amendments or
supplements recorded or to be recorded pursuant thereto, for the real property legally described in
the Declaration.

2.2 Other Definitions. Each and evezy definition set forth in Article 2 of the
Declaration shall have the saint meaning herein as therein and each and every such definition is
incorporated by reference herein and made a part hereof.

ARTICLE 3

PRINCIPAL OFFICE

3.1 Principal Office. The principal office for the transaction of the business of the
Association is hereby fixed and located within the Project or as close as practicable thereto, in the
City of San Diego, County of San Diego. State of California. The Board is hereby granted fill
power and authority to change said principal office from one location to another within the City of
San Diego.
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ARTICLE 4

MEMBERS

4.1 Membership: Votin2 RiRbts. The qualification for membership, the classes of
membership and the voting rights of Members shall be as set forth in Axticle 5 of the fleclaration,
all of which are heróby thcozporated by reference hereIn. The proctions of these Bylaws, which are
binding upon all Members, are not exclusive, as Members shall also be subject to the terms and
provisions of the Articles, the Declaration and the Association Rules.

4.2 Manbershit, Certificates. In its discretion, the Board may, but need not, issue
appropriate membership certificates evidencing membership in the Association.

4.3 Place of Meeting. All meetings of Members shall be held at the principal office of
the Association, or at such otherplace in the City of San Diego, County of San Diego, in reasonable
proximity to the Project, as may be fixed from time to time by resolution of the Board.

4.4 Or2amzatjonaj Meetins. An organizational meeting shall be heid as soon as
practicable after incorporation of the Association, and the directors elected then shall hold office
until the first annual meeting of the Members of the Association. All offices of the Board shall be
filled at the organizational meeting.

43 Regular Meetings of Mbers and Notice. The first annual meeting ofMexnbers of
the Association shall be held within ninety (90) days after the closing of the sale of the
Condominium that represents the fifty-first (51st) percentile interest authorized for sale under the
Public Report, provided the Public Report authorizes the sale of at least SO Condominiums with the
Project, but in no case later than six (months after the closing and recording of the sale of the first
Condominium within the Project. Thereafter, regularmeetings of Members of the Association shall
be held at least once in each calendar year at a time and place within the Project as prescribed in
these Bylaws or as selected by the Board. Special meetings maybe called as provided for in these
Bylaws. Naticaof all Members'meetings, regularorspecial, shallbegivenbyregularmail,personal
delivery or overnight courier to all Members, and to any Mortgagee who has requested in writing
that such notice be sent to it, and shall be given not less than ten (10) days nor more than thirty (30)
days before the time of the meeting and shall set forth the place, date, and hour of the meeting, and
the nature of the business to be undertaken. My Mortgagee, through its designated representative,
shall be entitled to attend any such meeting but except as provided in the Section of Article 14 of the
Declaration entitled "Voting Rights on Default," shall not be entitled to vote at the meeting.

4.6 Snecial Meetings. It shall be the duty of the President to call a special meeting of the
Members, either in his or her discretion, as directed by resojution cia majority of a quorum of the
Board, or upon a petition being presented to the Secretary signed by Members representing at least
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five percent 5%) of the total voting power of the Association. The notice of any special meeting
shall be given within twenty (20) days after adoption of such resolution or receipt of such petition
and shall state the date, time and place of such meeting and the purpose thereof. The special meeting
shall be held not less than thirty-five (35) days nor more than ninety (90) days after adoption of such
resolution or receiptofsuchpetition. No business shall be Iransacted at a special meeting other than
business the general matter of which is disclosed in the notice. Each First Mortgagee may designate
a representative to attend all special meetings of the Members.

4.7 Record Date and Closing Membership ReRist&. The Board may fix a time, in the
future, not exceeding ifiteen (15) days preceding the date of any annual meeting or special meeting
of the Members, as a record date for the detemñnation of the Members entitled to notice of and to
vote at any such meeting, and in such case only Members of record on the date so fixed shall be
entitled to notice of and to vote the number of votes allocated as of such date at said meeting,
notwithstanding any transfer of any membership on the books of the Association after any record
date so fixed. For the purpose of determining such record date, the Board may close the books of
the Association against transfer of membership dining the whole, or any such part, .01 the period
between the record date and the date of any annual meeting or special meeting of the Members.

4.8 Snecial Election. Upon the expiration of Declarants Class C membership, but so long
as a majority of the voting power of the Association resides in the Declarant, or as long as there are
two outstanding classes of- two (2) of the directors (the
elected directors

itommations have been closed, the .shall take place. Declarant
the right to participate in or vote in such special election (although Declarant or

DeclaranVs representatives may be present), and the candidates receiving the highest number of votes
up to the number of specially elected directors to be elected shall be deemed to be the specially
elected directors, and their term shall be the same as that of any other director. Unless Members
(excluding Declarant) holding a majority of aft voting riglits (excluding any voting rights held by
Declarant) assent by vote or written consent, such specially elected directors cannot be removed.
In case of the death, resignation, or removal of a specially elected director, the provisions set forth
in this Section respecting theelection of a specially elected director shall apply as to the election of
a successor. Except as provided in these Bylaws, the provisions of these Bylaws and of the
Articles and the Declaration applicableto directors, including theirelection andremoval, shall apply
to a specially elected director.

4.9 Notice of Meetin2s; Notice of all Members meetings, annual or special, shall be
given by mail, overnight courier or in person. Notice of all annual meetings shall be given not less
than ten (10) days nor more than thirty (30) days prior to the time of said meeting and shall set forth
the place, date and hour of the meeting, and the nature of thebusiness to be undertaken, including
any matters the Board intends to present for action by the Members; provided, however, that except
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as otherwise provided bylaw, any proper matter may be presented at the meeting for action. Notices
of all Members meetings shall be given by. or at the direction of, the Secretary or person authorized
to call the meeting, and shall be transmitted to each Member entitled to vote thereat and to each
Mortgagee addressed to such Member's or Mortgagee's address last appearing on the books of the
Association, or supplied by such Member or mortgagee to the Association for the purpose ofuotice.
Mailed notices shall be deemed received forty-eight (48) hours after same are mailed by certified
mail, returnreeeiptreqnested; notice by ovemigbtcouriershall bedecrnedreceived the next business
day after deposit with such overnight cornier; and notice by personal delivery shall be deemed
received upon deliveiy to any occupant of the Memb&s residence.

4.10 quorum. The presence at any meeting in person or by proxy of Members entitled to
cast at least twenty-five percent (25%) of the total votes of all Members of the Association who are
entitled to vote on the business to be transacted shall constitute a quorum. If any meeting cannot be
held because a quorum is not present, Members representing a majority of the votes present, either
in person or by proxy, may adjourn the meeting to a time not less than five(S) days nor more thasi
thirty (30) days from the time the original meeting was called, at which adjourned meeting the
quonim requirement shall be at least twenty-five pertent (25%) of said total votes. If a time and
place for the adjourned meeting is not fixed by those in attendance at the original meeting or if for
any reason a new date is fixed for the adjourned meeting after adjournment, notice of the time and
place of the adjourned meeting shall be given to the Members in the manner prescribed for annual
meetings. Any meeting of Members where a quorum is pres cut may be adjourned for any reason
to a time not less than forty-eight (48) hours nor more than thirty (30) days from the time of such
meeting by Members representing a majority of the votes present thereat, either in person or by
proxy; provided however, that the only matters that may be voted upon at any meeting attended, in
person orby proxy, by less than one-third (1/3) of the total voting power ofthe Members are matters
for which notice of the general nature of such matters was provided to the Members in the notice of
the meeting.

4.11 Cumulative Voting. Voting for thegoverning body shall be by secret written ballot
Election to and removal from the Board shall be by cumulative voting as defined in California
Corporations Code, Section 7615 and any successor statutes or laws, except that no Member shall
be entitled to cumulate votes for a candidate or candidates unless such candidate's name or
candidates' names have been placed in nomination prior to the voting and the Member has been
given notice at the meeting prior to the voting of the Membefs intention to cumulate votes. LI any
one Member has given such notice, all Members may cumulate their votes for candidates in
nomination. Each Owner shall be entitled to vote, in person or by proxy, as many votes as such
Owner is entitled to exercise as provided in the3e Bylaws multiplied by the number of directors to
be elected or removed, and he may cast all of such votes for or against a single candidate or director,
or such Owner may distribute them among the number of candIdates or directors to be elected or
removed, or any two or more of them. The candidates receiving the highest number of votes up to
the numberof directors to be elected shall be deemed elected. As to removal, unless the entireBoard
is removed by a vote of Association Members, an individual director shall not be removed prior to
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the expiration of its term ofoffice if the votes cast against removal would be sufficient to electthe
director if voted cumulatively at an election at which the same total number of votes were afl and
the eatirenumberof directors apthorized at thetime of'thernostrecent election oftheBoardMember
were then being elected.

4.12 Proxies. At all meetings of Members each Menibermay be present in person or by
a representative, hiown as a proxy, duly authorized by an instrument in wilting and 1ed with the
Board prior to the meeting to which it is applicable. Proxies shall specify the person or persons
authorized to exercise the proxy and the length of time the proxy will be valid. Any proxy or written
ballot distributed by any person to the membership of the Association shall afford the opportunity
to speci' a choice between approval or disapproval between each matter or group of matters to be
acted upon, and where the Member specifies a choice, the vote shall be cast in accordance with that
choice. Jt is not mandatory that a candidate for election to the Board be specifically named iii the
proxy or written ballot. All proxies shall be revocable at any time by written notice to the Boan! ot
by attendance in person by such Member at the meeting for which such proxy was Riven and all
proxies shall automatically cease wheu the ownership interest or interests of such Member entitling
him to membership in the Association ceases. hi any event, no proxy shall be valid after the
expiration ofeleven (ii) months from the date of the proxy, unless otherwise provided in theproxy,
except that the maximum term of any proxy shall be three (3) years from the date of execution. Such
powers ofdesignation andrevocationmaybe exercisedbytheguardian of any suchMember's estate
orby suchMembefs conservator, or in the case ofanzinorhaving no guardian, bytheparent entitled
to such minw's custody, or during the administration of any such Member's estate, by his or her
executor or administrator where the latter's iüterest in such property is sulect to administration in
his or her estate.

4.j3 Vote Anvurtenant to Condominium. The right to vote may not be severed or
separated from the ownership of the Condominium to which it is appurtenant, except that any
Member may give a revocable proxy in the manner described above, or may assign his or her right
to vote to a lessee or tenant actually occupyng his or her Condominium or Mortgagee of the
Condominium concerned, for the tenn of the lease or Mortgage, and any sale, transfer or conveyance
of such Condominium to a new Owner or Owners shall operate automatically to transfer the
appurtenant vote to the new Owner subject to any assignment of the riit to vote to a lessee or
Mortgagee as provided herein.

4.14 Parliajuentaryprocedure. ThePresident ofthe Association oranotherperson elected
at a meeting shall preside over mettings of Members. All meetings ofMembers shall be conducted
in accordancewith a recognized system of parliamentary procedure or any parliamentaTy procedures
the Association may adopt.

4.15 Majority of Ownem. Except as otherwise provided herein, in the Declaration, the
Articles, the California Civil Code, or the California Corporations Code, the majority of the total
voting powerpresent and voting, in person or by proxy, at a duly held meeting at which a quorum
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is present, shall prevail. The Members present at a duly called or held meeting at which a quorum
is present may continue to transact business until 4ourwnent notwithstanding the withdrawal of
enough Members to leave less than a quorum, if any action taken (other than adjournment) is
approved by at least a majority of the total voting power required to constitute a quorum.

4.16 Action Without Meetina. Unless otherwise prohibited herein, in the Declaration, the
Articles, the California Civil Code or the California Corporations Code, any action which may be
taken at a meeting of the Members, except the election of governing directors where cumulative
voting is a requirement, maybe taken without a meeting if authorized by a writing sied by all of
the Members who would be entitled to vote at a meeting for such purpose and filed with the
Secretary or, in certain circumstances, by written ballot without ameeting, as set forthin Section 4.5
of the Declaration.

4.17 Consent of Absentees. The transactions of any meeting of the Members, either annual
or special, however called and noticed, shall be as valid as though had at a meeting duly held after
regular call and notice, if a quorum be present, and if, either before or after the meeting, each of the
Members not present signs a written waiver of notice, or a consent to the holding of such meeting,
or an approval of the minutes thereof. All such waivers, consents or approvals shall be filed 'with
the corporate records or made apart of the minutes of the meeting.

4.18 Minutes. Presimntion of Notice. Minutes or a similar record of the proceedings of
meetings of Members, when signed by the President or Secretary, shall be presumed txuthfiully to
evidence the matters set forth therein. A recitation in the minutes of any such meeting that notice
was properly given shall be prima lathe evidence that such notice was given.

ARTICLE 5

DIRECTORS

5.1 Powers. The Board shall have ailpowers couferredupon the Association as set forth
herein and in the Declaration, excepting only those powers expressly reserved to the Members.

5.2 Duti. It shall he the duty of the Board:

a. to supervise aft oflicen, agents and employees ofthe Association, and
to see that theft duties are properly performed; and

I,. to delegate its powers as provided in the Declaration.

5.3 Number. The Board shall initially consist of five (5) directorswho shall beMembers
or representatives of Declarant The Board may, upon majority vote, elect to decrease the number
of directors to three (3) directors (i) upon the conveyance of the last Condominium owned by
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Declarant to an Owner under the authority of a Public Report, or (ii) at any time pflor to such
conveyance if the prior written consent ofthe Declarant has been obtained.

5.4 Nomination for election to the Board shall be made by a nominating
committee consisting of three (3) persons. Nominations may also be made from the floor at each
annual meeting. The nominating committee shall consist of a chairperson, who shall be a member
of the Board, and two (2) other persons who may either be Members of the Association or
representatives of Declarant, Bach member of the nominating committee shall be appointed by the
Board to serve for a period of one (1) year, and vacancies thereon shall be filled by the Board. The
nominating committee shall make as many nominations for election to the &ard as it shall, in its
discretion, determine, but not less than the number of vacancies to be filled.

5.5 Election and Tarn of Office. Until the holding of the first annual meeting as
provided in the Declaration, the Board shall consist of up to five(S) directors who are appointed by
Declarant. Thereafter, election to theBoard shall bebysecretbaflot. Atsuch election, tJaeMembers,
or their proxies, may cast, in respect to each vacancy, as many votes as they are entitled to cast under
the pmvisions of the Declaration (and subject to cumulative voting as therein described). The
candidates receiving the highest nwnber of votes shall be deemed elected. The term of office ofthe
directors shall be two (2) years andelections shall be held on a staggered basis as provided for
below. At the first annual meeting the Declarant shall elect three (3) of the i5ve (5) directors using
its Class C membership and the Class A Members other than Declarant shall elect the remaining two
(2) directors. At such election, the three(S) directors elected by the Declarant shall sen'e for a tent
of three (3) years and the remaining two (2) directors shall initially serve for a term oftwo (2) years.
Alter expiration of the initial terms, all terms shall be for a term of two (2) years. Successor
directors shall be elected at the next annual meeting corresponding with the expiration of the terms.
All directors shall hold office until their respective successors are elected. Blections to the Board
shall be in accordance with the provisions of the California Corporations Code.

5.6 Ranoval. At any special meeting of the Members of which notice has been given
properly as provided in these Bylaws, the entire Board or any individual director may be removed
from office as hereinafter set forth, provided that the same notice of said special meeting has also
been given to said entire Board or any individual director whose removal is to be considered at said
special meeting. The entire Board or any individual director may be removed from office by a
majority of the affirmative votes cast in the voting on any motion or resolution for removal.
However, unless the entire Board is removed, an individual director shall not be removed prior to
the expiration of such director's term of office if the number of votes cast against the motion or
resolution for such director's removal would be suicient to elect the director if voted cumulatively
at an election at which the same total number of votes were cast and the entire number of directors
authorized at the time of the most recent election of the directors were then being elected; provided,
however, if a special nieeting is called to remove a director appointed by Declarant, then until
Declarant no longer owns any interest in the Project, no such director shall be removed without the
consent of Declarant. Upon any such motion or resolution for removal, every Member may
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cumulate his or her vote or votes,as the case may be, in the same manner as provided for the election
of directors in the Declaration, Tn the event that any or afi directors are so removed, new directors
maybe elected at the same meeting.

5.7 Vacancies, Vacancies on the Board may be filled by a inoñty of the 4irectors
though less than a quonun, and each director so elected shall hold office until such director's
successor is elected atan annual meetingof Members, or at a special meeting called for thatpurpose,
provided, however, that a director elected by Declarant using its Class C membership will be
replaced only by Dectarant. A vacancy or vacancies shall be deemed to exist in case of the death,

resignation or removal of any director. If the Members shall increase the authorized number of
directors but shall fail to elect the additional directors as provided fir at the meeting at which such
increase is authorized, or at an adjournment thereof, orin case the Members fail, at any lime, to elect
the flit! number of the authorized directors, a vacancy or vacancies shall be deemed to exist. The
Members may at any time elect directors to fill any vacancy not filled by the directors and may elect
the additional directors at the meeting at which an amendment of these Bylaws is voted authorizing
an increase in the munber of directors.

5.8 Resignation. If any director tenders his or her resignation to the Board, the Board
shall have the power to elect a successor to take office at such time as the resignation shall become
effective; provided, however, that a director elected by Declaraniusiñg its Class C membership will
be replaced only by Declarant. No reduction of the number of directors shall have the effect of
removing any director from office prior to the expiration of his or her term of office.

5.9 COmDeIISatIOn. No director shall receive any compensation for any service such
director may render to the Association as a director; pmvided, however, any director may be
reimbursed for actual out-of-pocket expenses incurred by such director in the performance of his or
her duties. The Board shall also have the right to bite any consultants as maybe deemed necessaty
and to compensate such consultants; pzvvided that such consultant ha no financial interest with any
individual Board member.

5.10 Qrganizatiopal Mee$ig of the Djrctor. Immediately following the organizational
meeting of the Members, the Board shall hold a regular meeting for the purpose of organization,
electionof officers and thetransacion ofotherbusiness. Noticeofsuchmceting is hereby dispensed
with.

5.11 Other Regular Meethws. Other regular meetings of the Board shall be held when
business warrants such a meeting as detennined by the Board, but not less than eveiy three (3)
months at such place and hour as may be fixed from time to time by resolution of the Board. The
Board shall select a meeting place. Should any such meeting fall upon a legal holiday, then that
meeting shall be bald at the same lime on the next day whichis not a legal holiday. Notice of the
time and place of any such meeting shall be communicated to Board members not less than four{4)
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days prior to the meeting; provided, however, that notice of a meeting need not be given to any
Board member who has signed a waiver of notice or a written consent to holding of the meeting.

5.12 SpeciaL Meetint Special meetings of the Board shall be heldwhencalledbywiitten
notice signed by the President of the Association, by any two (2) members of the Board other than
the President or a'ty other two directors other than the President of the Association. The notice shall
speci& the time and place of the meeting and the nature of any special business to be considered and
the time and place of the meeting, which shall not be less than four (4) days from the date of such
notice if given by iirst class mail or forty-eight (48) hours from the date of such notice if the notice
is given by any other method set forth below; provided, however, that notice ofameeting need not
be given to any director who has signed a waiver of notice or a written consent to holding of the
meeting. The notice shall be given by first class mail, personal deliveiy or overnight courier,
telephone (including a voice message system or other system of technology designed to record and
communicate messages, thosirniles, electronic mail or other electronic means to alt directors at the
address, telephone or facsimile number or electronic mail address ajearing on the books of the
Association as given by the director for purpose of notice.

5.13 Emergency Meetin2s. An emergency meeting of the Board maybe called by the
President of the Association, or by any two (2) members of the Board other than the President, if
there are circumstances that could not have been reasonably foreseen which require immediate
attention and possible action by the Board, and which of necessity make it impracticable to provide
notice to Members as required in Section 5.18 of these Bylaws.

5.14 PresidiuM Officer. The President of the Association shall be the chaim2an of the
Board and shall preside at all meetings of the Board.

5.15 Waiver of Notice. The transaction of any business at any meeting of the Board,
however called and noticed, or wherever held, shall be as valid as though had at a meeting duly held
after regular call and notice, if a quorum be present and if either before or after the meeting, each
of the directors not present signs a written waiver of notice or a consent to holding such meeting or
an approval of the minutes thereof. All such waivers,.consents or appmvals shall be filed with the
records of the Association or made a part of the minutes of the meeting.

5.16 Ouorum. A majority of the total number of directors shall constitute a quorum for
the transaction of business at a meeting of the Board. Bvery 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. Directors may participate in a meeting through use of a conference
telephone or similar communications equipment, so long as all directors participating in such
meeting can hear one another. Participation in a meeting pursuant to this. Section constitutes
presence in person at such meeting.
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5.17 Miournment. A quorum of the directorg may adjourn any Board meeting to meet
again at a stated day and hour; provided, however, that in the absence of a quorum, a majority of the
directors present at anyfloard meeting, either regular orspecial. may adjourn from time to time until
the time fixed for the next regular meeting of the Board.

5.18 Notice of Board Meetin2s to Members: Particination by Members: Executive
Sessions. The Secretary shall post a notice of the time and place of all regular and special Board
meetings in a conspicuous place within the Association Property, orby mail or delivery of the notice
to each Residential Unit, or by newsletter or similar means of communication, except for an
emergency meeting described in Section 5.13 above, not less than four (4) days prior to the
scheduled time of the meeting. Regular and special meetings of the Board (excluding any meetings
while the Board is in executive session) shall be open to all Members of the Association; provided,
however, that Members who are not on the Board shall be permitted to speak at Board meetings
subject to such reasonable time limits as may be set by the Board. In addition, if the nature of the
business is first announced in open session, the Board may vote to adjourn and reconvene in
executive session out of the presence of the Members to discuss and vote upon litigation matters,
matters that relate to the formation of contracts with third parties, personnel matters, and orders of
business of a similar or otherwise sensitive nature. In any matter relating to the discipline of a
Member, the Board shall meet in execative session with respect to such matter if requested by that
Member, and the Member shall be entitled to attend the executive session. Any matter discussed in
executive session shall be generally noted in the minutes of the Board.

5.19 Board Minutes. The minutes, minutes proposed for adoption that are marked to
indicate draft status, or a summary of the minutes of any meeting of the Board, other than an
executive session, shall be available to Members within thirty (30) days of the applicable meeting
of the Board. The minutes, proposed minutes, or summary of the minutes shall be distributed to any
Memberuponrequest andupon reimbursement oftheAssociation's costformaking thatdistribution.
Further, the Members shall be notified in writing at the time that the pro-fonna operating budgetof
the Association set forth in Section 9.2 of these Bylaws is distributed, or at the time of any general
mailing to the entire membership of the Association, of their right to have copies of theminutes of
meetings of the Board, and how and when those minutes may be obtained. As usedin this Section,
"meeting" includes any congregation of the majority of the members of the Board at the sametime
and place to hear, discuss, or deliberate upon any item of business scheduled to be heard by the
Board, except those matters that maybe discussed in executive session.

5.20 Action Taken Without a Meeting. Notwithstanding anything to the contrary
contained in these Bylaws, the directors shall have the right to take any action in the absence of a
meeting which they could take at a meeting by obtaining the written consentof all the directors.
Such wiitten consent shall be filed with the minutes of the proceedings of the Board. Any action so
approved shall have the same effect as though taken at a meetingof the Board. An explanation of

any action taken shall be posted at a prominent placewithin the Association Property within three
(3) days after the written consents of all directors have been obtained.
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5.21 Committees. Subjectto anycontraryprovisionsoftheDeclarationand theseBylaws,
if any, the Board may appoint a nominating committee as provided in this Article. In addition, the
Board may appoint such other committees as it deems appropriate in order to carry out its purpose.

5.22 Administration of Association's Civil Claims. Subject to any contrarypmvisions of
the Declaration and these Bylaws, if any, the Board may institute, defend, settle or intervene on
behalf ofthe Associationin litigation, arbitration, mediation orzufrninistrativeproceedings in matters
pertaining to (a) enforcement of the Governing Documents, or (b) damage to the Association
Property or Common Area; provided, however that no representative of Declarant on the Board shall
vote on the initiation of any claim under California CMI Code Section 895 et seq., such that from
and after the first annual meeting of the Members of the Association, Declarant shall have no control
over the Associations ability to decide whether to initiate a claim under such statutory provisions
and in the event of such a vote, the affinnative vote of the two non-Declarant representatives on the
Board shall be binding so long as a quorum of the Board is present at any meeting where such vote
is taken.

ARTICLE 6

OFFICERS

6.1 Enumeration of Officers. The officers of the Association shall be a President and
Vice President, who shall at all times be directors, a chief financial officer and a Secretary and such
other officers as the Board may create from time to time by resolution. Officers other than the
President and Vice President may, but need not, be directors.

6.2 Anvointment: Term. The appointment of officers shall take place at the
organizational meeting of the Board and thereafter at each meeting of the Board following each
annual meeting of the Members. The officers of the Association, except such officers as may be
appointed in accordance with Sections 6.3 and 6.4 below, shall be appointed annually by the Board
and each shall hold office for two (2) years unless such officer shall sooner resign, or shall be
removed, or shall otherwise be or become disqualified to serve.

6,3 Special Aonointments. The Board may appoint 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.

6.4 Resianaticn and Removal. Any officer maybe removed from office with or without
cause by the vote of amajority of all directors then in office at any regular or special meeting of the
Board at which a quorum is present. 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
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of such notice or at any later time specified therein, and, unless otherwise specified therein, the
acceptance of such resignation shall not be necessary to make it effective.

63 Vacancies. A vacancy in anyofficemaybe filled by appointment bytheBoard. The
officer appointed to fill such vacancy shall serve for the remainder of the term of the officer he or
she replaces.

6.6 Multinle Offices. Any two (2) or more offices, except those of President and
Secretary, may be held by the same person.

6.7 Duties. The duties of the officers shall be as follows:

6.7.1 President The President shall be the chief executive of the Association and
shall have, subject to the control of the Board and the provisions of the Declaration, general
supervision, direction and contml of the business and officers of the Association. The President
shall be an ex-offlcio member of altstandingcommittees, if any, and shalt have the general powers
and duties of management usually vested in the office of the President of a corporation, and shall
have such other powers and duties as may be prescribed by the Board or these Bylaws. The
President shalt see that orders and resolutions of the Board are carried out.

6.7.2 Vice President. The Vice President shall act in the place and stead of the
President in the event of the President's absence, inability or refusal to act, and when so acting, shall
have all of the powers of, and be subject to all the restrictionsupon, the office ofPjesident. The vice
President shall have such otherpowers and shall exercise and discharge such other duties as may be
required of him or her, from tune to time, by the Board or these Bylaws.

6.7.3 Secretary. The Secretary shall record the votes and keep the minutes of all
meetings and proceedings of the Board and of the Members, shall serve notices of meetings of the
Board and of the Members, shall keep appropriate current records showing the Members of the
Association together with their addresses, the property to which each membership relates, the
number of votes represented by each Member, the number and date of membership certificates
issued, if any, and the number and date of cancellation ofmexnbership certificates, if any, shall keep
the seal of the Association in safe custody and shall perfomi such other duties as required by the
Board.

6.7.4 ChiefFinanciaj Officti. The chief financial officer shall keep and maintain,
or cause to be kept and maintained, adequate and correct accounts of the properties and business
transactions of the Association. The books of account shall, at all reasonable times, be open to
inspection by any director or by any Member. The chief financial officer shall deposit all monies
and other valuables in the name and to the credit of the Association with such depositories as may
be designated by the Board. The chief financial officer shall disburse the fUnds of the Association
as may be ordered by the Board, shall render to the President and directors, whenever they request
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it, an account of all his or her traiisactions as chief fmancial officer and of the financial condition of
the Association, and shalt have such other powers and perform such other duties as may be
prescribed by the Board or these Bylaws.

6.8 Withdrawal of Funds from Reserve Account. Withdrawal of fluids from the
Association's reserve account in excess of the sum of Two Hundred Dollars ($200) shall require the
signatures of either:

a. three (3) directors; or

b. two (2) directors and an officer of the Association who is not also a
director.

6.9 Compensation. No officer shall receive any compensation for any service such
officer may render to the Association as an officer; provided, however, any officer may be
reimbursed for actual out-of-pocket expenses incurred by such officer in the performance of his or
her duties.

ARTICLB 7

INDRMNWICATJON

7.1 Cieaerallv. A director, officer, committee member, employee or other agent of the
Association who is a party to or is threatened to be made a party to any proceeding (including a
proceeding by or on behalf of the Association) because be or she is or has been a director, officer,
committee member, employee or agent of the Association shall be indemnified by the Association
against all expenses and liabilities actually and reasonably paid or incurred in connection with the
proceeding to the maximum extent permitted by the California Nonproflt Mutual Benefit
Corporation Law. Terms used in this Article shall have the same meaning as in Section 7237 of the
California Corporations Code or any successor statute or law.

7.2 Annroval. tJponwrittenrequestto theBoard by anyperson seeking indemnification,
the Board shall prompt'y determine whether the applicable standard of conduct set forth in the
CatiforniaNonprofit Mutual Benefit Corporation Law has beenmet. If so, the Board shall authorize
indemnification. Jfthe Board cannot authorize indemnification because the number of directors who
are parties to the proceeding with respect to which indemnification is tought prevent a quonim of
directors who are not parties to the proceeding, the Board shall promptly call a special meeting of
Members. At the meeting, the Members shall determine whetherthe applicable standard of conduct
set forthin the CaliforniaNonprofit Benefit CorporationLaw has been met. Ifso, the Members shall
authorize indemnification. Members or otherpersons seekingto be indemnified shall not be entitled
to vote on the question of indemnification.
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7.3 Advancing Exoenses. Except as otherwise determined by the Board in a specific
instance, expenses incurred by a director, officer, committee member, employee or agent seeking
indemnification under Section 7.1 shall be advanced by the Association prior to the final disposition
of the proceeding upon receipt of an undertaking by or on behalf of the director, officer, committee
member, employee or agent to repay the amount unless it is ultimately determined that the person
is not entitled to be indemnified by the Associatioxt

ARTICLE 8

ASSESSMENTS

8.1 Liability for Assessments: Collection. As more fully provided in Aiticle 6 of the
Declaration, each Member is obliged to pay to the Association annual and special assessments to be
collected as therein set forth, all of which are hereby incorporated by reference herein as if set forth
in full.

ARTICLE 9

ASSOCIATION'S ACCOUNTS

9.1 Books and Records.

9.1.1 Records Available. Any membership register, books ofaccowitand minutes
of meetings of the Members, the Board and committees of the Board of the Association (excluding
any minutes of meetings while the Board is in executive session), shall be made available thr
inspection and copying by any Member of the Association, or such Member's duly-appointed
representative, or any Mortgagee, at any reasonable time and for a purpose reasonably related to his
or her interest as a Member, at the office of the Association or at such other place within the Project
as the Board prescribes. Upon request and payment of the fees prescribed under Section 9.1.2(c),
regular Minutes, Minutes proposed for adoption that are marked to indicate draft status, or a
summary of any Minutes, other than minutes of executive session meetings, shall be made available
toMe,nbers within thirty (30) days of any such meeting, Members shaflhave such additional access
and inspection rights with respect to records of the Association as is provided in Article 12
(conunencing with Section 8330) of Chapter Xlii ofPart Ill offlivisionfi ofTitle I ofthe California
Corporations Code, or any successor statute or law. At the time the prolorma opetating statement
is delivered under Section 9.2.1 of these Bylaws or at the time of any mailing, Members shall be
notified in writing of their right (a) to have copies of Minutes, (b) how and whem to obtain such
copies, and (c) the cost of obtaining such copies.

9,1.2 Rules Regarding Innection. The Board shall establish by resolution
reasonable rules with respect to:
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a. Notice to be given to the custo&an of the records of the Association
by the Member, representative or Mortgagee desiring to make an inspection;

b. Hours and days of the week when an inspection may be made; and

c. Payment ofthe cost ofreproducing copies ofdocuments requestedby
a Member or by a representative or Mortgagee.

9.1.3 lti2hts ofThrectors. Every director ofthe Associationshali have the absolute
right at any reasonable time to inspect all books, records and documents of the Association and the
physical properties owned or controlled by the Association. The right of inspection by a director
includes the right to make extracts and copies of documents.

9.2 Budget Financial and Insurance Statements. The following financial information
shall be regularly piepared by the Boan of the Association:

9.2.1 Budgets. A pro-fonna operating statement (budget) for each fiscal year
consisting ofat least the following information shall be distributed to all Members of the Association
not leis than forty-five (45) days and not more than sixty (60) days prior to the beginning of the
fiscal year, together with a copy of Section 1354 of the California Civil Code relating to dispute
resolution procedures:

a. Estimated revenue and expenses on an accrual basis;

b. A summary of the Association's reserves based upon the most recent
review or study conducted pursuant to Section 9.3 of these Bylaws, which shall be printed in bold
type and include the following:

(1) The current estimated replacement cost, estimated remaining
life, and estimated useful life of each major component;

(ii) As of the end of the fiscal year for which the study is prepared:

(a) The current estimate of the amount of cash reserves
necessary to repair, replace, restore or maintain the major components; and

(b) The current amount of accumulated cash reserves
actually set aside to repair, replace, restore, or maintain the major components;

(iii) The percentage that the current amount of accumulated cash
reserves determined for purposes of Subsection 9.2.l(b)(iiflb) is of the current estimate of the
amount of accumulated cash reserves determined for purposes of Subsection 9.2 1(b)(ii)(a);
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c. A statement as to whether the Board has detennined or anticipates that
the levy of one or more Special Assessmentswillbe required to repair, replace, or restore any major
component or to provide adequate rcserves therefor; and

d. A general statement setting forth the procedures usedby the Board in
the calculation and establishment of reserves to defray the costs of repair, replacement or additions
to major components of the Association Property, Common Area and any other areas or
Improvements within the Project for which the Association is responsible.

In lieu of the distribution of the pro-fonna operating statement described above to all Members, the
Board may elect to distribute a summary of such statement to the Members with a notice that the
actual statement is available at the business office of the Association or another suitable location
within the Project and that copies will be provided upon request of the Board, at the Association's
expense. If any Member requests a copy of the pro-forma operating statcment required to be
distiibuted as provided above, the Association shall provide it to the Member by first-class United
States mail at the Association's expense within five (5) days following a request therefor by the
Member. The written notice that is distributed to each Member shall be in at least 10-point bold t)pe
on the front page of the suimnaty of the pro-forma operating statement.

9.2.2 Review of Accounts. The Board shall do the following not less frequently
than quarterly:

a. Cause a curreut reconciliation of the Association's Maintenance and
Operation Account to be made and review the same;

1,. Cause a current reconciliation of the Association's Reserve Account
to be made and review the same;

Review the current year's actual reserve revenues and expenses
compared to the current yea? s budget;

d. Review the most current account statements preparedbythe financial
institution where the Association has its Maintenance and Operation Account and Reserve Account;
and

e. Review an income and expense statement for the Association's
Maintenance and Operation Account and Reserve Account.

9.2.3 Annual Report. An annual report shall be distributed to the Members of the
Association within one hundred and twenty (120) days after the close of the fiscal year consisting
of the following: (a) a balance sheet as of the end of the fiscal year; (b) an operating (income)
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statement forthe fiscal year; (c) a statement of changes in financial position for the fiscal year; and
(U) any information required to be reported under Section 8322 of the Corporations Code. For any
fiscal year in whith the gross income to the Association exceeds Seventy-Five Thousand Dollars
($75,000.00), a copy of the review of the annual report shall be prepared in accordance with
generaftyaccepted accotmtingprinciplec bya licensee ofthe California StateBoardofAccountamy.
ffthe report is not prepared by an independent accountant, it shall be accompanied by the certificate
of an authorized officer of the Association that the statement was prepared from the books and
records of the Association without independent audit or review.

92.4 AssociationPolicies. A statementsetting foith theAssociafion'spolicies and
praettces in enforcing the lien rights and other legal remedies for the default in the payment of
Assessments against Members shall be distributed to the Members of the Association no later than
sixty (60) days prior to the beginning of each fiscal year.

9.2.5 Schedule of Monetary Penalties. If the Association adopts or has adopted a
policy imposing any monetary penalty, including any fee, on any Member for a violation of the
governing documents or rules of the Association, including any monetary penalty relating to the
activities of a guest or invitee of a Member, the Board shall adopt and distribute to each Memberby
pextonal delivery or first-class mail, a schedule of the monetaiy penalties that may be assessed for
those violations, which shall be in accordance with authorization for the discipline of Members
contained in the GoverningDocuments. The Board shall notbe required todistribute any additional
schedules ofinonetaiypenalties unless there are changes from the schedule that was adopted and
distributed to the Members as provided herein.

9.2.6 CcmiestoMoitagees. Copiesofechsuchbaiancesheet,operatfrigstatement
and pro forma operating statement for the Association shall be mailed to any Mortgagee who has
requested in writing that such copies be sent to it at such Mortgagee's expense.

9.2.7 Insurance Summary. No later than sixty (60) days prior to the beginning of
the Association's fiscal year, the Board shall provide a statement setting forth the information
regarding the Association's insurance policies as required by California Civil Code Section 1365,
or any successor statute or law, including the following:

a. A summary of the property, general liability, errors and omissions and
earthquake and flood insurance policies to be carried by the Association pursuant to the Declaration
that states all of the following:

(1) Thenameoftheinsurer

(ii) The type of insurance;

(iii) The policy limits of the insurance; and
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(iv) The insurance deductibles.

b. The Board shall, as soon as reasonably practical, noti' its Members
by first-class mail if any of the policies have been cancelled and are not immediately renewed,
restored or replaced, or if there is a sigiificant change, such as a reduction in coverage in limits or
an increase in the deductible, for any of the Association' s insurance policies, lIthe Association
receives any notice of nonrenewal of a policy described above, andthere will be lapse in coverage,
the Association shall immediately notii' its Members if replacement coverage will not be in effect
by the date the existing coverage will lapse.

c. To the extent that the information to be disclosed pursuant to
Sections 9.2.8(a) is specified in the declaration page of the applicable insurancepolicy, the Boazil
may meet the requirements of those provisions by making copies of that page and distributing it to
the Members.

U. The summary of the Association's insurance policies distributed
pursuant to Section 9.2.8(a) shall contain the statement required under Calithniia Civil Code
Section 1365(e)(4).

9.3 Reserves.

9.3.1 TrnnsferofkeserveFuMs. Asprovidedin Section 1365.5 of the Civil Code,
the Board sbafl not expend finds designated as reserve funds for any pui,ose other than the repair,
restoration, replacement, or maintenance of, or litigation involving the repair, restoration,
replacement, or maintenance of, major components for which the Association is obligated to repair,
restore, replace, or maintain and for which the reserve fund was established. However, the Board
may authorize a temporary transfer of money from a reserve fund to the Association's general
operating fund to meetshort-tenn cash-flowrequirements orotherexpenses, provided thuttheBoard
has made a written finding describing the reasons why a transfer from reserves to operating funds
is necessary and how and when the money will be repaid to the reserve fund. The Association must
notiC' all members of the decision in the nt mailing to all Members and of the availability of an
accounting of these expenses. The transferred fluids shall be restored to the reserve Thnd within one
(1) year of the date of the initial transfer, except that the Board may, upon making a finding
supported by documentation that a temporary delay would be in the best interest of the Project,
temporarily delay the restoration of these fluids until the time the Board reasonably determines to
be necessazy. The floard shall exercise prudent fiscal management in maintaining the integrity of
the reserve account, and shall, if necessary, levy a Special Assessment to recover the full amount of
the expended fluids within the time limits required by this Section. Such Special Assessment is not
subject to the limitation imposed by California Civil Code Section 1366 or any successor statute or
law or as provided in the Declaration. The Board may, at its discretion, extend the date the payment
of the Special Assessment is due; provided that any such extension shall not prevent the Board from
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puts ning any legal remedy to enforce the collection of any unpaid Special Assessment, In addition
to the foregoing, when a decision i made to use reservefunds ortotemporarily transfer money from
the reserve fluid to pay for litigation involving the repair, restoration, replacement or maintenance
of major compopents for which the Association has the obligation to repair, restore, replace or
maintain and for which the reserve fund was established, the Association shall notify the Members
of that decision and the next available mailing to all Members pursuant to California Corporations
Code Section 5016. and of the availabilityof an accounting ofthose expenses. TheAssociation shall
make an accounting of expenses related to such litigation on at least a quarterly basis, which shall
be made available for inspection by Members at the Association's office.

9.3.2 Reserve Study. At least once every three (3) years, the Board shall cause a
study of the reserve account requirements for the Project to be conducted lithe cam-ant replacement
value of the major components which the Association is obligated to repair, replace, restore, or
maintain under the Declaration is equal to or greater than one-half C ) of the gross budget of the
Association for any fiscal year. The Board shall review this study annually and shall consider and
implement necessary adjustments to the Board's analysis of the reserve account requirements as a
result of that review. At a minimum, the study required by this Section shall include:

a. The identification of the major components which the Association is
obligated to repair, replace, restore, or maintain which, as of the date of the study, have a remaining
useflil life of len than thirty (30) years;

b. Identification oftheprobableremaininguseful life ofthecomponents
identified in Subsection 9.3.2(a) of these Bylaws as of the date of the study;

c. An estimate of the cost of repair, replacement, restoration, or
maintenance of each major component identified in 93.2(a) during and at the end of its useflul life;
and

d. An estimate of the total annual contribution necessary to defray the
costs to repair, replace, restore, or maintain each major component during and at the end of its useful
life, after subtracting total reserve funds as of the date of the study.

As used in this Section 9.3, "reserve accounts" means monies that the Board has identified for use
to defray the future repair or replacement of, or additions to, those major components which the
Association is obligated to maintain. In addition, as used in this Section, "reserve account
requirements" means the estimated funds which the Board has determined or required to be available
at a specified point in time to repair, replace, or restore those major components which the
Association is obligated to maintain under the Declaration.

9.3.3 Visual Insuections. At least once every three (3) years or more frequently,
if so required by the Governing Docunients or prudent business standards, the Board shall cause to
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be conducted a reasonably competent and diligent viua1 inspection of the acce&ible areas of the
major components with respect to which the Association is required to repair, replace, restore, or
maintain as part of a study of the reserve account requirements of the Project if the current
replacementvalue ofthe major components identified in the reserve studydescribed in Section 9.3.2
aboveis equal to or greater than one-half of the Association's gross budget exclusive of the reserve
account fbr tuch 3-year period.

9.4 ManaaE Agent's f{andlin2 of Association Ft. The Managing Agent, as set forth
inthe Articles ofincorporation fortheProjectshallhandlcany Association fluids incompliancewith
Section 1363.2 of the Civil Code as it may be amended.or revised from time to time.

9.5 Changes in Common Interest Develoomait Act. The provisions set forth above in
this Article 9 are intended to comply with the provisions oIthe Common Interest Development Act
set forth at California Civil Code section 1350, g. ("CII) Act") and any successor statutes or
laws. Upon any changes to the Cl]) Act relating to the Association's acount,reportingrequirements
hereunder or any other changes affecting the terms and provisions of these Bylaws, the Board shall
comply with the provisions of the CI]) Act and the Board shall have the right to attach to these
Bylaws any changes required as a result of the changes to the CI]) Act without any vote of the
Members.

ARTICLE 10

AMENDMENTS

10.1 Vote Required. These Bylaws may be amended only with:

a. A majority of the voting power of the Association; and

b. A majority of the votes ofMembers other than the Declarant.

10.2 Amendment of Specific Pmvisions. Notwithstanding Section 10.1 hereof, the
percentage of the voting power of the Association or of Members other than the Declarant necessary
to amend a specific clause or provision in these Bylaws shall not be less than the prescribed
percentage of affirmative votes required for action to be taken under that clause or provision.

10.3 Compliance with Business and Professions Code. Notwithstanding any Other
provision in this Article 10, the adoption of any amendment to these By! aw shail comp!ywith the
provisions of California Business and Professions Code Section 11018.7, or any successor statutes
or laws, to the extent that said Section is applicable.

104 Further Anprovals for Amendments. Notwithstanding anything to the contrary
contained in these Bylaws, Sections 4.8, 5.5, 5.8 and 5.23 of these Bylaws shall not be amended
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without the vote or approval by written ballot of at least (a) ninety percent (90%) of the voting power
of the Members of the Association other thanDeclarant, and (b) at least thnetypereent (90%) of the
Mortgagees.

AkTICLE 11

ENFORCEMBNT OF BONDED OBLIGATIONS

11.1 Association Ptor.ertv Tnmroyemnts. in the event that the Improvements to be
installed by Declarant on the Association Property have not been completed prior to the issuance by
the California Department of Real Estate of a Final Subdivision Public Report covering the subject
Property, and in the further event that the Association is the obligee under a bond to secure
performance by the Declarant to complete such Improvements, then if such Improvements have not
been completed and a notice of completion filed within sixty (60) days after the completion date
specified in the planned construction statement appended to the bond, the Board shall consider and
vote upon the question of whether or not to bring action to enforce the obligations under the bond.
if the Association has given an extension in writing for the completion of any such Improvement,
then the Board shall consider and vote on said question if such Improvements have not been
completed and a notice of completion filed within thirty (30) days after the expiration of the
extension period. In the event that theBoard detennines not to take action to enforce the obligations
secured by the bond, or does mit vote on the question as above provided, then, in either such event,
upon petition signed by Members representing five percent (5%)ormore of the voting power of the
Association, excluding the voting power of Declarant, the Board shall call a special meeting of the
Members of the Association to consider the question of overriding the decision of the Board or of
requiring the Board to take action on the question ofenforuing the obligations secured by the bond.
Said meeting of Members shall be held not less than thirty-five (35) days nor more than forty4ve
(45) days following receipt of the petition. At said meeting a vote of a majority of the voting power
of Membem of the Association, excluding the vote of Declarant, to take action to enforce the
obligations underthebond shallbe deemed to be the decision ofthe Association, and the Board shall
thereafter implement the decision by initiating and pursuing appropriate action in the name of the
Association.

ARTICLE 12

GENERAL PROVISIONS

12.1 Checks. Drafts. etc. Except as otherwise set forth herein, all checks, drafts, or other
orders for payment of money, notes or other evidences of indebtedness, issued in the name of or
payable to the Association, shall be signed or endorsed by the President and chief financial officer
or by such persons and in such manner as, from time to time, shall be determined by resolution of
the Board.
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12.2 Conbath. etc.: How Executed. The Board, except as otherwige provided in these
Bylaws, may authorize any officer or officers, agent or agents to enter into any contract or execute
any instrument permitted under the Declaration or these Bylaws in the name of and on behalf ofthe
Association, and such authority may be general or confined to specific instances; and unless so
authorized by the Board, no officer, agent or employee shall have any power or authority to bind the
Association by any contract or engagement or to pledge its credit or to render it liable for any
purpose or for any amount,

12.3 Jnsvection of Bylawa. The Association aball keep in its principal office for the
transaction ofbusiness theoriginal ora copy of these Bylaws, as amended, certifledbythe Secretary,
which shaft be open to inspection by all of the Members at all reasonable times.

12.4 Singular Includes Plural. Wherever the context of these Bylaws requires same, the
singular shall include the plural and the masculine shall include the feminine.

12.5 ConflictinQ Provisions. In the case of any conflict between any provisions of the
Declaration and theieBylaws, the conflictingprovisions oftijeDeclaration shall control. Inthe case
of any conflict between any provisions of the Articles and these Bylaws, the Articles shall control.

12.6 Fiscal Year. The fiscal year of the Association shall be a calendar year unless and
until a different fiscal year is adopted by the Members at a duly constituted meeting thereof..

12.7 Proof of Manbcrshth. No person shall exercise the rights of membership in the
Association until satisfactory proof thereof has been furnished to the Secretary. Such proof may
consist of either a copy of a duly executed and acknowledged grant deed or title insurance policy
showing said person to be the owner of an interest in a Condominium entitling him or her to
membership. Such deed or policy shall be deemed conclusive in the absence of a conflicting claim
based on a later deed or policy.

12.8 Pmptv Manuement Report. Any company hired by the Association to serve any
management fUnctions shall prepare, on a yearly bats, a report covering tuch issues, as may be
required, from time to time, by the Board.

12.9 Reserves. Any amounts collected by or paid to the Association in excess of
operational needs shall be either (a) set aside as reserves r future financial uceds in the manner set
forth in the Declaration and deposited into insured interest-bearing accounts or (b) carried over to
future assessment periods and applied to reduce future assessments. These sums may include
amounts collected by Declarant from Owners through purchase escrows representing capital
contribution by such Owners to the Association.
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