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BYLAWS

OF

LADERA RANCH MAINTENANCE CORPORATION

Article |
GENERAL PLAN

The Ladera Ranch Maintenance Corporation (“LARMA®the homeowners
association formed to manage and maintain the LARNRRoperty, enforce the LARMAC
Governing Documents and impose architectural cdntréhe community. Each homeowner in
the Covered Property will become a Member of LARMAGe Board of Directors of LARMAC
oversees its operations. Day to day activitiesgegormed by the Community Manager and
supervised by the LARMAC Board. Specific day-tprdaponsibilities are assigned to the
LARMAC officers.

To encourage the community to be involved in tregaiwn of LARMAC, the Declarant
has divided the Covered Property into Neighborhamals assigned each Neighborhood a
Neighborhood Representative. The Neighborhooddeptative will be responsible for
keeping Neighborhood residents informed of LARMAIWisies, voting on certain issues and
performing other duties described in Section 4.1.

For significant matters, decisions can only be mbga vote of the Members. Rules
regarding Members decisions are in Article VI.

Responsibilities in two specific areas are deleddtetwo separate committees: the
Aesthetics Review Committee and the Covenant CteemiThe Aesthetics Review Committee is
responsible for updating the Aesthetics Standardkraviewing plans for proposed
architectural and landscaping modifications. Rulegarding operation of the Aesthetics
Review Committee are in the Master Declaratione Tlovenant Committee is responsible for
enforcing the LARMAC Governing Documents. Rulganding operation of the Covenant
Committee are in the Master Declaration. The reaad hearing procedure the Covenant
Committee will use when addressing violations eftARMAC Governing Documents is in
Article IX of these Bylaws.

The Board also has the power to appoint a Nomiga@ommittee. The Nominating
Committee will assist the Board in its search folunteers to serve as Board members or
Neighborhood Representatives. The Nominating Cteenis described in Section 2.15.2 of
these Bylaws. The Board and president both hav@dlwer to appoint other committees to
assist in various aspects of operation of LARMAC.

Below is a chart showing the relationship of thdggerent parties.

-1-



BOARD OF DIRECTORS
Oversees all operations

Officers

President
Vice President
Secretary
Chief Financial
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& Assigned broad
duties

Committees Neighborhood Members
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Covenant Committee
Aesthetics Review
Committee
Nominating Committee

& Have jurisdiction over & Responsible for | # Receive benefits of
specific matters communications Membership

with Members and & Encouraged to

voting on certain participate and

issues responsible for
complying with the
LARMAC
Governing
Documents

& \/ote on select
issues

These Bylaws establish the procedures to be fotldwehe LARMAC Board, the
Community Manager, the LARMAC officers, committesghborhood Representatives and
Members as they operate LARMAC.

1.1 NAME. The name of the corporation is thedera Ranch Maintenance
Corporation. The principal office of LARMAC shall be locatéad Orange County, California.

1.2 DEFINITIONS AND INTERPRETATION. Unless otherwise provided in
these Bylaws, the capitalized terms in these Bylaawe the same meanings as are given to such
terms in the Master Declaration. These Bylawsldl@interpreted in accordance with Section
14.2 of the Master Declaration.

1.3 LARMAC RESPONSIBILITIES. In accordance with the Master Declaration,
LARMAC is responsible for the following:

AN NN

<

administering the Covered Property,

maintaining the LARMAC Property,

approving the Budget,

establishing and collecting all assessments azttbunder the Master
Declaration,

providing overall architectural and landscapingteol in the Covered
Property, and



v enforcing the LARMAC Governing Documents.

1.4  APPLICATION. The provisions of these Bylaws are applicabliéophased
master planned community known as Ladera Ranchtddan Orange County, California. All
Persons occupying a Residence in the Covered Ryapeansing the facilities of the Covered
Property in any manner are subject to the LARMAG/&aing Documents. By acquiring,
renting or occupying any Residence in the Coveregétty the Person doing so signifies that
the Person agrees to comply with the LARMAC GovegriDocuments.

Generally, the Board of Directors is responsibledwerseeing the operations of
LARMAC and making most of the decisions regarddBMAC operations. However, in some
situations, LARMAC decisions can only be made éyMambers or the Neighborhood
Representatives. Each of the following articlescdbes these various responsibilities. Article
Il describes how the Board of Directors operatésticle Il describes the duties and
responsibilities of the LARMAC officers. Artic\é describes how the Neighborhood
Representatives make decisions. Article VI dessrihe process used to obtain Member
decisions on issues.

The following is a list of the parties who partiatp in operation of LARMAC and the
issues which must be presented to them for approval

Board of Directors ¢ Allissues that are not reserved exclusively ooNtfembers and/or
the Neighborhood Representatives

Neighborhood Representatives ¢ Certain amendments to the Master Declaration dredBylaws

¢ Annexations to the Covered Property that are nadenby the
Declarant or Neighborhood Builders

e Certain contracts (see Section 2.9.3 of thesevi)la

- Directors’ and officers’ compensation (if any)

The Entire Membership »  Elect, remove and replace Directors

¢ Certain amendments to the Bylaws and the MastetaDation

¢ Certain increases in Common Assessments and Capita
Improvement Assessments

e Litigation expenses LARMAC will incur as a pldfinti

Each Neighborhood ¢ Elect and remove the Neighborhood Representaiivinét
Neighborhood

Membersin Special Benefit Areas ¢ Certain increases in the Assessments (See Mast&ai@tion
Section 8.5.2)
«  Certain Special Benefit Area Capital Improvemesg&ssments

Declarant ¢ Certain amendments to the Bylaws and the MastetaDetion
e Certain items listed in Section 6.6 of the Mafleclaration

First Mortgagees ¢ Items listed in Master Declaration Section 14.3.3




1.5LIMITS.

1.5.1 Organization and Activity. LARMAC is organized exclusively for
purposes within the meaning of Section 501(c)(4hefIRC. LARMAC shall not,
except to an insubstantial degree, engage in anytess or exercise any powers that
are not in furtherance of the purposes of LARMAMGRRMAC shall not carry on
any other activities not permitted to be carriecogra corporation exempt from
federal income tax under Section 501(c)(4) of fR€ bor the corresponding
provision of any future United States internal rave law.

1.5.2 Political Activities. LARMAC shall not participate in or intervene in
(including publishing or distributing statementsyaolitical campaign on behalf of
or in opposition to any candidate for politicaliof or any proposed legislation.

1.5.3 Assets and Property The property, assets, profits, and net income of
LARMAC are irrevocably dedicated to social welfaugposes. No part of the
earnings of LARMAC shall ever inure to the benefiany director, trustee, officer,
shareholder or member of LARMAC or to the beneffiioy private individual.

1.5.4 Not for Profit. LARMAC is not organized, and shall not be opafate
for pecuniary gain or profit.

1.5.5 Dissolution. On the winding up and dissolution of LARMAC, afte
paying or adequately providing for its debts antigattions, LARMAC's remaining
assets shall be distributed to such organizatiogasnized and operated exclusively
for social welfare purposes which have establighgeexempt status under Section
501(c)(4) of the IRC or the corresponding provisioh any future United States
internal revenue law.

Article 1l
BOARD OF DIRECTORS

This Article describes the Board of Directors irdilug the number of people who will serve
on the Board, their term of office and how they @exted. This Article also establishes the
powers and duties of the Board and limits on tharBs powers.

Start Up of LARMAC. After LARMAC is incorporated, it will be govedhiey a Board of
Directors composed of three persons appointed éyrttorporator of LARMAC. Within one
year after the first Close of Escrow in the CovelRedperty, an election of Directors will be
held. At this first election, the Board of Direxgavill automatically expand to five positions.

All of these positions will be available to bedilin the election. The persons originally
appointed as Directors by the incorporator may beetected to the Board or new persons may
be elected.

Long Term Operations. Directors’ terms of office are staggered. Ad first election, the
three persons receiving the highest number of wetkbe elected to serve for three-year terms.
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The two persons receiving the next highest numbestes will be elected to serve for two-year
terms. At subsequent elections, new Directorsheilélected to replace Directors whose terms
are ending. These new Directors will serve threaryterms. The expected result of this system
is that either two or three positions on the Board open to be filled at each election.

2.1 NUMBER. Until the first election of Directors, LARMAC’srpperty, business
and affairs shall be governed and managed by adBddDirectors composed of three (3)
persons. Beginning with the first election of Rt@'s, the property, business and affairs of
LARMAC shall be governed and managed by a Boardiadctors composed of five (5) persons.
The authorized number of Directors may be changeal duly adopted amendment to the
Bylaws.

2.2  QUALIFICATIONS.

2.2.1 Qualifications for Nomination. Anyone nominated to serve
as a Director must be a person who is one of thewimg:

(@) An Owner or agent of an Owner of a Lot or Condonmmiin
the Residential Area who is not an officer or dioe©f a Subordinate
Corporation or LARCS, or

(b)  An Owner or agent of an Owner of a Lot in any arEthe
Covered Property that is not a part of the ResideAtea, or

(c) An agent of Declarant or an agent of a NeighborHdaiter
for so long as Declarant or a Neighborhood Builnlens or has a Mortgage
interest in either (i) a Lot or Condominium in tGevered Property, or (ii)
any portion of the Annexable Area.

2.2.2 Qualifications for Holding Office. Directors are encouraged
to satisfy the following requirements while theywaein office:

€)) Not be absent from three (3) consecutive meetingjseo
Board,

(b)  Attend at least seventy-five percent (75%) of tloaf8l
meetings held each year and attend the entire mgeedgich time;

(c) Exhibit respect, professionalism and courteous eh#o
Owners, committee members, vendors, the Communatydger and its staff,
and any other Persons involved with LARMAC;

(d) Be a Member in good standing or agent of a Menmigobd
standing; and



(€)
LARMAC.

Participate in education programs provided to tireddors by

2.3 TERM OF OFFICE. Each Director shall hold office until his sucaassas
been elected or until his death, resignation, reahowjudicial adjudication of mental
incompetence. The term of office of the threel¥Bectors receiving the highest number of
votes at the first election shall be three (3) yeard the term of office of the two (2) Directors
receiving the next highest number of votes at its¢ élection shall be two (2) years.
Thereafter, new Directors shall be elected or agtpdito fill any vacancies. The term of office
of each Director elected to fill a vacancy credigdhe expiration of the term of office of the
respective past Director shall be three (3) yeatse term of office of each Director elected or
appointed to fill a vacancy created for any otleason shall be the balance of the unserved term
of the Director’s predecessor. Any Director mayéelected. There is no limit on the number
of terms which a Director may serve.

2.4 ELECTIONS. Directors will be elected using the following prdoee. First, the
Nominating Committee will solicit nominations ohdédates for the Board positions and
generate a Slate of Candidates. The Slate of Catel will be distributed to the Members along
with forms of proxies to complete. The NeighbodchRepresentatives will attend the election
meeting and cast the Members’ votes in accordarittetiae directions provided by the Members
in their proxies. Cumulative voting will be usedall elections.

The following is a time line showing the days ferforming various tasks to be completed
in connection with the first election of Directors.

4 4 4 4 4 4
50 - 120 days| after close of 10 - 90 days 10 - 90 days O - 60 days first election of
before meeting nominations before meeting before meeting| before meeting Directors held
close of slate of record date set Members sent| record date within one year after
nominations candidates for Members notice of for voting set | first Close of Escrow
generated entitled to receive | meeting, Slate in the Covered

notice of Election
Meeting

of Candidates
and proxy for
election

Property

2.4.1 Nomination Procedure The Nominating Committee, acting at the

Board'’s direction, will seek volunteers to run @dfice. The Board may establish
nomination procedures and reasonable time franragdéeiving nominations in the
Community Guidelines. The date set for close ohimations must be not less than
fifty (50) nor more than one hundred twenty (128yslbefore the date of the
Directors election (the “Election Meeting”). Nommations for the Board can be
made after the date set for the close of nominatighslate of candidates (“Slate of
Candidates”) must be prepared and distributededvtembers based on the
nominations that comply with the nomination guideB established by the Board. If
more qualified people are nominated than thergaséions to be filled, an election
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shall be held in accordance with the procedurebbisteed in this Section 2.4. If,
after the close of nominations, the number of dealipeople nominated for the
Board is not more than the number of positionsetdilled, LARMAC may, without
further action, declare those nominated and gedlifo be elected.

2.4.2 Election Meeting The Board of Directors shall set the date foheac
Election Meeting. The date for the first Electideeting must be set within one (1)
year after the first Close of Escrow in the Covdpedperty. Each subsequent
Election Meeting must be held within the sixty (8@ys preceding the date on
which any Director’s term of office will expire. dtice of the date of each Election
Meeting must be distributed to the Members notleas ten (10) nor more than
ninety (90) days before the date of the Electioretihgy. The quorum for Election
Meetings is twenty-five percent (25%) of the votpmwver of LARMAC. Each
Neighborhood Representative who attends an EleMesting represents all
Members in his Neighborhood for purposes of esthbig a quorum. The Board
may establish additional procedures for holdingtb® Meetings in the Community
Guidelines.

2.4.3 Record Dates The Board may fix a date as a record date for
determining Members entitled to notice of each fidecMeeting. The record date
so fixed must be not more than ninety (90) nor thas ten (10) days before the date
of the Election Meeting. If the Board does notdixecord date, the record date is
the close of business on the business day precttmdpy on which notice is given.
The Board may also fix a date as a record datddtarmining Members entitled to
vote at the Election Meeting. The record datebsadf must be not more than sixty
(60) days before the date of the Election Meetitighe Board does not fix a record
date, the record date is the day on which the Bledleeting is held.

2.4.4 Collection of Proxies The Board shall deliver forms of proxies to all
Members listing the Slate of Candidates and idgintfthe applicable Neighborhood
Representative as the person authorized to exehggaroxy. All proxies must be in
writing. Every proxy is revocable and automatiga@éases after completion of the
Election Meeting for which the proxy was providefiny form of proxy distributed
must afford the opportunity to choose among aldadates listed on the Slate of
Candidates. The proxy must provide that, wherMbmber specifies a choice, the
vote shall be cast in accordance with that choildee proxy must also identify the
length of time it will be valid.

2.4.5 Cumulative Voting. Cumulative voting must be used in the election
of Directors for any election in which two (2) oone Directors are to be elected. To
cumulate votes, Members may cast a number of \eafeal to the Member’s share of
the voting power multiplied by the number of Dierst to be elected.

2.4.6 Voting Reports. To verify compliance with the voting requirements
of this Section 2.4, the Board may require eackgreexercising proxy rights to
execute a certificate providing the following infoation: (i) the total number of
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Class A and/or Class B votes represented by susloqeand (i) the total number of
Class A and/or Class B votes which are cast faviddal candidates. The Board
may establish rules for verifying the certificatasl proxy rights in the Community
Guidelines.

2.4.7 Special Election Requirement So long as either (a) Declarant or
any Neighborhood Builder is entitled to exercigelass B or Class C vote, or (b)
Declarant and all Neighborhood Builders collectyvate entitled to exercise a
majority of LARMAC's voting power, not less thanewty percent (20%) of the
members of the Board must be elected solely bythes of Members other than
Declarant and the Neighborhood Builders.

2.5 REPLACEMENT MEETINGS. If avacancy in the Board of Directors exists, a
replacement Director may be elected at a “ReplanéMeeting.” The procedure for calling and
holding a Replacement Meeting shall be the santieaidor an Election Meeting, subject to the
following modifications. The Board shall call aff@cement Meeting (a) as directed by
resolution of a majority of a quorum of the Bod(ta), by request of the President of LARMAC,
or (c) upon receipt of a petition signed by Membeokling at least five percent (5%) of
LARMAC'’s voting power. The Secretary shall givetice of any Replacement Meeting within
twenty (20) days after adoption of such resolutoneceipt of such request or petition. The
notice must state the date, time, place and purpbd® Replacement Meeting. The
Replacement Meeting must be held not less thatyifive (35) nor more than ninety (90) days
after adoption of such resolution or receipt offstequest or petition. No business may be
transacted at the Replacement Meeting except &slistathe notice. The quorum for
Replacement Meetings is twenty-five percent (25%he voting power of LARMAC. The
Board may establish procedures for identifying @&&bf Candidates and collecting proxies for
Replacement Meetings in the Community GuidelinBlse Board may establish record dates for
receipt of notice of Replacement Meetings and fiimg at Replacement Meetings within time
frames comparable to those for Election Meetings.

2.6 VACANCIES. Until termination of the Class C Membership, aarzcy in the
office of a Director who was appointed by the Cla@dglember shall be filled only by an
appointee of the Class C Member. Any vacanciethemBoard caused by removal of a Director
or by a vote of the Members must be filled by thenbers in an Election Meeting or a
Replacement Meeting. All other vacancies on tharBa@aused by any other reason may be
filled by vote of a majority of the remaining Ditecs, even though they may constitute less than
a quorum. A Director may resign at any time byirggwritten notice to the President, the
Secretary or the Board. Any such resignationfescéif’e on the date of receipt of such notice or
at any later time specified in the resignation e¢eti Unless specified in the notice, acceptance of
the resignation by the Board is not necessary tkentaeffective. If a Director’s resignation is
effective at a later time, the Board may elect@sssor to take office as of the date when the
resignation becomes effective. A vacancy or vaesnan the Board shall exist on the
occurrence of the following: (a) the death orgesation of any Director; (b) the declaration by
resolution of the Board of a vacancy in the offadf@ Director who has been declared of
unsound mind by an order of court, convicted aélarfy or found by a final order or judgment
of any court to have breached a duty under ArBoté Chapter 2 of the California Nonprofit
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Corporation Law; (c) the increase of the authorigethber of Directors; (d) the failure at any
Election Meeting or Replacement Meeting to eleetritnmber of Directors required to be elected
at such meeting; or (e) the occurrence of any alients resulting in a vacancy as provided
under the California Nonprofit Corporation Law. YAmacancy not filled by the Directors may

be filled at an Election Meeting or Replacement teg

2.7 REMOVAL OF DIRECTORS. Any Director or the entire Board may be
removed before the expiration of their terms ofaaffwith or without cause as follows: (i) for
so long as fewer than fifty (50) Lots or Condomimgiare included within the Covered
Property, by Members holding a majority of LARMAGI/eting power (including votes
attributable to Declarant and the Neighborhood dRar#), and (ii) once fifty (50) or more Lots
or Condominiums are included within the Coveredderty, by a majority of a quorum of the
Members. However, if the entire Board is not regtbas a group pursuant to a single vote, no
individual Director may be removed if the numbewofes cast against his removal would be
sufficient to elect such Director if voted cumwiadly at an election at which the same total
number of votes were cast and the entire numbBirettors authorized at the time of the
Director’'s most recent election were then beingteld Any Director whose removal has been
proposed must be given an opportunity to be heArd; Director who has been elected to
office solely by the votes attributable to Membetiser than Declarant or the Neighborhood
Builders may be removed from office before the eaqpon of his term of office only by the
votes attributable to Members holding at least@p$e majority of LARMAC's voting power,
excluding votes attributable to Declarant and tieggNborhood Builders. Any Director who
has been elected to office solely by the votetiefGlass C Member may be removed from
office before the expiration of his term of offioaly by the votes of the Class C Member.

2.8 GENERAL POWERS AND DUTIES. The Board has the powers and duties
necessary to conduct, manage and control LARMAG®@&ra. All of LARMAC's powers,
including those enumerated in Sections 3.2 an@f3Be Master Declaration, shall be exercised
by its Board of Directors except those powersggerved in specific provisions of the Articles,
these Bylaws, the Master Declaration or any Supetdai Declaration, to the Members,
Neighborhood Representatives, Covenant Committdeesihetics Review Committee or (ii)
delegated by the Board pursuant to Section 2 A8lBpowers and duties of the Board shall be
exercised in accordance with the standards edtabli;y Section 3.8.1 of the Master
Declaration.

Board Powers and Duties

Generally, the Board can exercise all powers of M that are not reserved exclusively to the Neighbod
Representatives and/or the Members. The Boartsdsgranted the following specific powers and daitie

Select and remove officers, agents and - Appoint Neighborhood Representatives or altemméte
employees Neighborhoods fail to elect them
Contract for services and maintenance - Change principal office, set meeting locatiorgn

corporate seal

Conduct, manage and control LARMAC - Fix and levy assessments
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Enforce the LARMAC Governing : Contract and pay for insurance

Documents

Delegate duties : Adopt the Bylaws

Grant certain easements or licenses - Sell a portion of the LARMAC Property (see Sacti®.12
of these Bylaws)

Keep records of LARMAC affairs : Enter into subsidy or maintenance agreements

Retain a Community Manager : Appoint members of the Aesthetics Review Conenaitte
Covenant Committee and create a Nominating Comanitte
or other Committees the Board deems appropriate

2.9 SPECIAL POWERS AND DUTIES. Without limiting the scope of the Board’s
general powers and duties, the Board is also giahtefollowing powers and duties:

2.9.1 Officers, Agents and Employees The power and duty to select,
appoint and remove all LARMAC officers, agents anaployees, to prescribe
such powers and duties for them as may be consisténlaw and with the
LARMAC Governing Documents, to fix their compensatito require from them
security for faithful service when the Board deeadsisable, and to contract to
provide them with such indemnification from LARMAES the Board determines
is appropriate.

2.9.2 Neighborhood Representatives The power granted in Section
4.3.4 to appoint Neighborhood Representative ermdttes when Members fail to
elect them along with the power granted in Secfidn3 to remove Neighborhood
Representatives or alternates who fail to perfdreirtduties.

2.9.3 Contracts. The power to enter into contracts. This inclutthes
power and duty to contract and pay for maintenalacelscaping, utilities,
materials, supplies and services relating to th&MARAC Property, to retain
Persons necessary to operate the Covered Propettiding legal and
accounting services, to contract and pay for Impnoents on the LARMAC
Property, and to contract to provide services éasioutside of the Covered
Property when the Board determines that LARMAC Wwélappropriately
compensated and providing the services will noeasonably burden LARMAC.
However, the Board may not enter into any contwattt a third Person wherein
the third Person will furnish goods or servicestfee LARMAC Property or
LARMAC without the vote or written consent of Nelghrhood Representatives
except for the following:

(@) Terminable Agreements. Agreements that are terminable

by LARMAC without cause, penalty or other obligatiopon not more
than ninety (90) days written notice,
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(b) Public Utilities. A contract with a public utility company
for a term that does not exceed the shortest terwthich the public
utility company will contract at the regulated rétéhe rates charged for
the materials or services are regulated by thddaia Public Utilities
Commission,

(c) Insurance. Casualty or liability insurance policies of not
more than three (3) years’ duration provided thatgolicies permit
short-term cancellation by LARMAC,

(d) Communication Systems.Agreements for television
services, satellite dish services, communicationises, highspeed data
transfer, computer services, telephony and otlodni@ogy and
equipment with terms not in excess of ten (10) yyganmovided that
Declarant does not have a direct or indirect owmprmterest in the
supplier of such services or equipment equal greater than ten percent
(10%),

(e) Alarms. Agreements for sale or lease of burglar alarm and
fire alarm equipment, installation and servicehw#rms not in excess of
five (5) years, provided that Declarant does neehadirect or indirect
ownership interest in the supplier of such servaresquipment equal to
or greater than ten percent (10%),

() Nonprofit Corporations and Local Governmental
Agencies. Agreements with any nonprofit corporations or &loc
Governmental Agencies,

(9) Contingency Agreements.Agreements in which
LARMAC enters into litigation or any alternativesgute resolution
procedure when LARMAC's obligation to pay for se&es is set in whole
or in part on a contingency basis only if (i) tiggeement is for collection
of assessments or other accounts receivablehgiqdgreement involves
evaluation of services, or (iii) the total amoumbe paid by LARMAC
under the agreement is not in excess of Forty Tdraai®ollars
($40,000.00), and

(h) DRE Approval. Agreements approved by the DRE.

2.9.4 Principal Office, Place of Meetings, Seal The power but not the
duty to change LARMAC's principal office from orachtion to another within
Orange County; to designate any place within Orabgenty for meetings of
Members or Neighborhood Representatives; to aduptae a corporate seal and
to alter the form of such seal.
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2.9.5 Assessments The power and duty to fix, levy and collect
Assessments, as provided in the Master Declarasunject to any limits
imposed by the LARMAC Governing Documents, the Blaaay incur
expenditures for any permitted purpose and accumugerves. The funds
collected by the Board from the Members for resgrmeaintenance recurring less
frequently than annually, and capital improvemeistsyt all times held in trust for
the Members. Disbursements from reserve fundsanbybe made in
accordance with the Master Declaration.

2.9.6 Enforcement The power to enforce the LARMAC Governing
Documents and any agreements entered into by LARMACto impose
sanctions against members for violations of the MM Governing Documents.

2.9.7 Insurance. The power and duty to contract and pay for inscea
in accordance with the Master Declaration.

2.9.8 Delegation The power but not the duty to delegate its powers
according to law.

2.9.9 LARMAC Governing Documents. The power to adopt these
Bylaws and amend these Bylaws as authorized indde¢tl along with the
power to adopt, amend or restate such other LARMG®erning Documents as
authorized in the Master Declaration or any Supplea Declaration.

2.9.10 Conveyances The power but not the duty to grant or quitclaim
exclusive or nonexclusive easements, licensegbtsrof way in, on, or over the
LARMAC Property for purposes consistent with theenrded use of the Covered
Property as a master planned community.

2.9.11 Records The power and duty to keep, or cause to be kept,
complete record of LARMAC acts and corporate asfair

2.9.12 Sale of Property The power but not the duty to sell property of
LARMAC,; provided, however, that Neighborhood Reprstives holding at
least a majority of the voting power of LARMAC mugiprove any sale during
any Fiscal Year of LARMAC property having an aggregfair market value
greater than five percent (5%) of LARMAC’s budgetgdss expenses for that
Fiscal Year.

2.9.13 Agreements with Declarant or Neighborhood Builders The
power but not the duty to negotiate and enter sntosidy agreements or
maintenance agreements with Declarant and NeigbbdrBuilders approved by
the DRE.

2.9.14 Community Manager. The power to engage a Community
Manager for LARMAC at a compensation establishethieyBoard to fulfill such
duties and provide such services as the Board apéso
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2.10 BOOKS, AUDIT. The Board shall distribute the following finariarsformation
to all Members (and any Beneficiary, insurer andrgator of a first Mortgage upon request).
The financial information required by Sections 2118nd 2.10.2 should be prepared separately
for each Special Benefit Area and the General Asseat Component of Common Assessments.

2.10.1 Budget. A pro forma operating budget for each Fiscal Year
consisting of at least the following information shibe distributed not less than

forty-five (45) nor more than sixty (60) days befdhe beginning of the Fiscal
Year:

(@) The estimated revenue and Common Expenses computed
on an accrual basis.

(b) A summary of LARMAC's reserves based upon the most
recent review or study conducted pursuant to Sedtg65.5 of the
California Civil Code, which must be printed in 8di/pe and include all
of the following:

The current estimated replacement cost, estimatadining life,
and estimated useful life of each major componéano
Improvement on the LARMAC Property.

As of the end of the Fiscal Year for which the stigdprepared:

The current estimate of the amount of cash reserves
necessary to repair, replace, restore, or maithain
major components of the LARMAC Property for
which LARMAC is responsible (“Estimated
Reserves”).

The current amount of accumulated cash reservaalbct
set aside to repair, replace, restore or mainkesn t
major components of the LARMAC Property for
which LARMAC is responsible (“Actual
Reserves”).

The percentage that the Actual Reserves is of stiengted
Reserves.

(c) A statement as to whether the Board has deternuined
anticipated that the levy of one or more Capitgbdlovement,
Extraordinary Assessment or Reconstruction Assestsmall be required
to repair, replace, or restore any major componétite LARMAC
Property for which LARMAC is responsible or to pide adequate
reserves therefor.
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(d) A general statement setting forth the procedured by
the Board in calculating and establishing reseteatefray the costs of
repair and replacement of, or additions to, magongonents of the
LARMAC Property and facilities for which LARMAC igesponsible.

The Board may distribute a summary of the Budgédieunof the
Budget itself, so long as the Board complies wlih provisions of Section
1365(c) of the California Civil Code.

2.10.2 Financial Report A report consisting of the following must be
distributed within one hundred twenty (120) dayerathe close of the Fiscal
Year:

(@ A balance sheet as of the end of the Fiscal Year.
(b)  An operating (income) statement for the Fiscal Year

(c) A statement of changes in financial position far Eascal
Year.

(d)  Any information required to be reported under Setti
6322 of the California Corporations Code.

(e) For any Fiscal Year in which LARMAC'’s gross income
exceeds $75,000, a copy of a review of the anmyuadrt prepared in
accordance with generally accepted accounting iptesby a licensee of
the California State Board of Accountancy.

() A statement of the place where the names and airtres
the Members are located.

If the report referred to in this Section 2.10.2a prepared by an
independent accountant, it must be accompanietéygdrtificate of an
authorized LARMAC officer stating that the reporasvprepared from
LARMAC'’s books and records without independent aodireview.

2.10.3 Insurance Information. LARMAC shall distribute to all of its
Members a summary of LARMAC's property, generability, and earthquake
and flood insurance policies, if any, which sha&ldstributed within sixty (60)
days preceding the beginning of LARMAC's fiscal yehat includes all of the
following about each policy: (i) the name of theurer, (ii) the type of insurance,
(i) the policy limits of the insurance, and (ithe amount of deductibles, if any.

(@) LARMAC shall, as soon as reasonably practical,fpdis
Members in the manner required by applicable laanif of the policies
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described above have lapsed, been canceled, andtaremediately
renewed, restored, or replaced, or if there igaifscant change, such as a
reduction in coverage or limits or an increasénmmdeductible, for any of
those policies. If LARMAC receives any notice ainmenewal of a policy
described above, LARMAC shall immediately notify Members if
replacement coverage will not be in effect by theedhe existing
coverage will lapse.

(b)  To the extent that any of the information requitede
disclosed is specified in the insurance policy dextion page, LARMAC
may meet its obligation to disclose that informatixy making copies of
that page and distributing it to all of its Memhers

(© The summary distributed above shall contain, ileast 10-
point boldface type, the statement required byiSedt365 of the
California Civil Code.

2.10.4 _Enforcement PoliciesIn addition to financial statements, the
Board shall annually distribute within sixty (60gys$ before the beginning of the
Fiscal Year a statement of LARMAC'’s policies andgiices in enforcing its
remedies against Members for defaults in the paymieAssessments, including
the recording and foreclosing of liens against &astes.

2.10.5 Reconciliations The Board shall do the following on at least a
guarterly basis: (1) cause to be completed anéwea current reconciliation of
LARMAC'’s operating and reserve accounts, (2) revibe/current Fiscal Year's
actual reserve revenues and expenses compares Butlyet for the then current
Fiscal Year, (3) review the income and expensestant for LARMAC's
operating and reserve accounts, and (4) reviewntbst current account
statements prepared by the financial institutiohene LARMAC maintains its
operating and reserve accounts. The signatureishafr (i) two (2) Directors, or
(i) one (1) Director and one (1) LARMAC officer fw is not also a Director) are
required for withdrawal of money from LARMAC's rase accounts. As used in
this paragraph, the term “reserve accounts” meansegnthat the Board has
identified from its Budget for use to defray theperse of future repair and
replacement of, or additions to, those major coreptsiwhich LARMAC is
obligated to maintain.

2.10.6 Reserve Study The Board shall cause a study of the reserve
account requirements and an inspection of the @overoperty to be conducted
in accordance with Section 1365.5(e) of the Catifo/Civil Code. As used in
this paragraph, “reserve account requirements” sidanestimated funds which
the Board has determined are required to be aVaidla specified point in time
to repair, replace or restore those major compenaithe LARMAC Property
which LARMAC is obligated to maintain.
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2.11 COMPENSATION. Directors may not receive any salary or compemsdior
their services as Directors unless such compemsgtiapproved by Neighborhood
Representatives holding at least a majority ofvitteng power of LARMAC; provided,
however, that (i) nothing in these Bylaws precludeg Director from serving LARMAC in
some other capacity and receiving compensatiorefter(ii) any Director may be reimbursed
for actual expenses incurred in performance of LARMluties, and (iii) no officer, employee
or director of Declarant, a Neighborhood Buildemaay affiliate of Declarant or a
Neighborhood Builder may receive any compensatsoa Birector of LARMAC.

2.12 MEETINGS.

2.12.1 Attendance Any meeting of the Board may be held by
conference telephone or through use of any othmnuanication equipment, so
long as the requirements for attendance at a ngeitinugh the selected method
established by the California Corporations Codenage In these cases, all
Directors will be deemed to be present in persdhameeting.

2.12.2 Organization Meeting of Board The first regular meeting of a
newly elected Board (“Organization Meeting”) mustheld within ten (10) days
of election of the Board, at such place as is fiaed announced by the Directors
when such Directors were elected at the Organizdieeting, the Directors shall
organize, elect officers and transact other busin®® notice is necessary to the
newly elected Directors in order legally to conggtthe Organization Meeting
provided that (a) a majority of the whole Boargissent when the time and place
are announced and (b) the meeting is held on thne slay and at the same place
as the meeting of the Neighborhood Representagitvesich the newly
constituted Board was elected.

2.12.3 Reqular Meetings of Board Regular meetings of the Board must
be open to all Members and Neighborhood Represesddb the extent of space
available. Regular meetings may be held at sut &ind place within the
Covered Property as is determined by a resolutiapted by the Board,
provided, however, that such meetings must be ineless frequently than
guarterly. Regular meetings of the Board may bé Wi&hout notice to the Board
if the time and place of such meetings are fixedheyBoard. Otherwise, notice
of regular meetings must be given in the mannauired for special meetings of
the Board by Section 2.12.4.

2.12.4 Special Meetings of Board Special meetings may be called by
the President or by any two (2) Directors upon f@)rdays’ notice to Board
members by first-class mail or forty-eight (48) hejunotice to Board members
delivered personally or by telephone, includingpb&ce messaging system or other
system or technology designed to record and contatenmessages, facsimile,
electronic mail, or other electronic means. Theceanust state the time, place
and purpose of the meeting.
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2.12.5 Executive SessionsThe Board may convene in executive session
to discuss and vote upon personnel matters, litigamatters relating to the
formation of contracts with third parties, or Membéscipline. The nature of any
business to be considered in executive sessionfiratdbe announced in an open
session and must be generally noted in the miraftdége Board. In any matter
relating to the discipline of a Member, the Bodndlsmeet in executive session if
requested by that Member. The Member may atteméxkcutive session.

2.12.6 Other Meetings of the Board Any congregation of a majority of
the members of the Board at the same time and pdaoear, discuss, or
deliberate upon any item of business schedulee toelard by the Board, except
those matters that may be discussed in executsgose shall constitute a
meeting of the Board. All Members and NeighborhBapresentatives shall
have the right to attend any regular, special beomeeting of the Board to the
extent of space available, except an executivesestdembers who are not
Directors may not participate in any deliberatiordiscussion at such meetings
unless authorized by a vote of the Board. At dadaérd meeting, except for
executive sessions, the Board must set aside tmddémbers to speak, subject
to reasonable time limitations imposed by the Board

2.12.7 Notice to Members Members shall be given notice of the time
and place of any meeting of the Board, except eemegmeetings defined in this
Section, at least four (4) days before the meetMgtice required by this Section
may be given by posting the notice in a promindate or places within the
LARMAC Property, by mail or delivery of the notite each Residence in the
Covered Property, or by newsletter or other sinm@ans of communication. If
there are circumstances that could not have besomnably foreseen which
require immediate attention and possible actiothieyBoard and which of
necessity make it not practical to provide notaéie Members, then an
emergency meeting of the Board may be called bytlsident or any two (2)
other members of the Board without providing notm¢he Members.

2.12.8 Waiver of Notice. Before or at any meeting of the Board, any
Director may, in writing, waive personal noticesofch meeting and such waiver
is equivalent to giving notice to such Directorttehdance by a Director at any
Board meeting waives personal notice of the tinee@ace of the meeting. If all
the Directors are present at any Board meetingyatice to Directors is required
and any business may be transacted at such medtirggtransactions of any
Board meeting, however called and noticed or wharbkeld, are valid as if they
occurred at a meeting duly held after regular @adl notice, if (a) a quorum is
present, (b) notice to the Members of such meetiag provided if required by
Section 2.12.7, and (c) either before or aftemtfeeting, each of the Directors not
present signs a written waiver of notice, a consehblding such meeting, or an
approval of the minutes of the meeting. The Sacyeshall file all waivers,
consents and approvals with LARMAC's records or eniiem a part of the
minutes of the meeting.
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2.13 ACTION WITHOUT MEETING. The Board may act without a meeting if all
Directors consent in writing to such action. Wéittconsents must be filed with the minutes of
the proceedings of the Board. Action by writtemsent has the same effect as a unanimous vote
of the Directors. Within three (3) days after tgtten consents of all Directors have been
obtained, an explanation of any action taken byhimaus written consent without a meeting
must be either (a) posted by the Board in a prontipkce or places in the LARMAC Property,
or (b) communicated to the Members by another mé@nBoard determines is appropriate.

2.14 QUORUM AND ADJOURNMENT. Except as otherwise expressly provided in
these Bylaws, at all meetings of the Board, a nitgjof the Directors constitutes a quorum for
the transaction of business, and the acts of ariha@ the Directors present at a meeting at
which a quorum is present are the acts of the BoHrat any meeting of the Board there is less
than a quorum present, the majority of those ptes@y adjourn the meeting to another time.
At any such reconvened meeting, any business whight have been transacted at the meeting
as originally called may be transacted withoutHartnotice if a quorum is present.

2.15 COMMITTEES.

2.15.1 Generally. The Board may, by resolution, designate suchsadyi
and other committees as it desires, and may estiatble purposes and powers of
each such committee. The resolution designatidgeatablishing the committee
must (a) provide for appointment of its members amtiairman, (b) state the
purposes of the committee, and (c) provide for repoermination and other
administrative matters the Board deems appropriatecommittees are required
to keep minutes of their meetings. Committee megatinutes shall be
maintained at LARMAC's principal office or at suother place as the Board
may designate.

2.15.2 Nominating Committee. The Board may form a Nominating
Committee to solicit volunteers to serve as Neighbod Representatives and
alternates, serve as Board members or fill othedRMAC positions. At the
Board'’s direction, the Nominating Committee wilalbe responsible for
assisting candidates for LARMAC offices in becomfamiliar with their
potential duties and responsibilities. The Nommg@aCommittee may, at the
Board’s request, assist in preparing and distnilguélection materials. Any
member of the Board and any Owner in the Coveregd?ty may serve on the
Nominating Committee. If a Nominating Committeenct formed, the Board
shall perform the duties of the Nominating Comneitte

2.15.3 Special Benefit Area Committee The Board may delegate
certain duties involving managing any Special Beaka to a committee
composed of the Neighborhood Representatives faghiierhoods within the
Special Benefit Area. The Board may make the cdtemresponsible for
oversight of all aspects of operation of the Sgegamefit Area including
preparing all financial information and contractiieg services for the Special

-18-



Benefit Area. The Board, at its option, may assigepresentative of the
Community Manager to act as the Special BenefieAnanager and assist the
committee in performing its duties. The Board ma#sp establish an advisory
committee of Owners for the Special Benefit Ar@&e scope of the powers of
the committee, procedures for operation and angratiies needed to operate the
committee may be established by the Board in thar@onity Guidelines.

Article I
OFFICERS

This Article describes the responsibilities of diféerent officers of LARMAC. Officers
of LARMAC are elected annually by the Board of Etines and serve at the pleasure of the
Board.

3.1 DESIGNATION. LARMAC's principal officers are a President, ac¥i
President, a Secretary, and a Chief Financial &ffiall elected by the Board. The Board may
appoint an Assistant Financial Officer, an Assist@&cretary and such other officers as it
determines to be necessary. Officers other thaPthsident need not be Directors. Any person
may hold more than one office except one personatare both the Secretary and the Chief
Financial Officer. Except for Declarant and NeigHimod Builder representatives, anyone
serving as either a Subordinate Corporation or L&R@ard member or officer cannot be a
LARMAC officer.

3.2 ELECTION OF OFFICERS. The Board shall annually elect LARMAC’s
officers at the new Board’s Organization Meetirigach officer shall hold his office at the
pleasure of the Board, until he resigns, is rempigedtherwise disqualified to serve, or his
successor is elected and qualified to serve.

3.3 REMOVAL OF OFFICERS. Upon an affirmative vote of a majority of the
Board at a meeting, any officer may be removetigeivith or without cause, and his successor
elected. Any officer may resign at any time byimggvwritten notice to the Board or to the
President or Secretary. Any such resignationfexcé¥e on the date of receipt of the resignation
or at any later time specified in the resignati@inless specified in the resignation, acceptance
of the resignation by the Board is not necessamadke it effective.

3.4 COMPENSATION. Officers may not receive any salary or compensdtr
their services as officers unless such compensatiapproved by Neighborhood
Representatives holding at least a majority ofvibieng power of LARMAC; provided,
however, that (i) nothing in these Bylaws precludey officer from serving LARMAC in some
other capacity and receiving compensation thergidgny officer may be reimbursed for actual
expenses incurred in the performance of LARMAC eijtand (iii) no officer, employee or
director of Declarant, a Neighborhood Builder oy affiliate of Declarant or Neighborhood
Builder may receive any compensation for servicarasfficer of LARMAC.

35 PRESIDENT. The President is the chief executive officer BRMAC and is
responsible for the following:
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3.5.1 Meetings Presiding at all LARMAC, Neighborhood
Representative and Board meetings,

3.5.2 General Powers Exercising all general powers and duties which
are usually vested in the office of the Presidérat corporation, including the
power to appoint committees from among the Members,

3.5.3 Supervision Subiject to the control of the Board, exercising
general supervision, direction and control of LARMA business, and

3.5.4 Other Powers Exercising such other powers and duties as may
be prescribed by the Board or these Bylaws.

3.6 VICE PRESIDENT. The Vice President shall take the President’sgpénd
perform the President’s duties whenever the Prasideabsent, disabled, refuses or is unable to
act. If neither the President nor the Vice Prasideable to act, the Board shall appoint some
other member of the Board to do so on an interigishalhe Vice President shall also perform
such other duties as prescribed by the Board setBglaws.

3.7 SECRETARY. The Secretary is responsible for the following:

3.7.1 Minutes. Ensuring minutes of all meetings of the Board,
Neighborhood Representative meetings and LARMACrodtee meetings are
taken and maintained at LARMAC's principal officesuch other place as the
Board may direct,

3.7.2 The Seal Keeping LARMAC's seal in safe custody,

3.7.3 Other LARMAC Documents. Keeping charge of such books and
papers as the Board may direct,

3.7.4 Notices of Meetings Giving, or causing to be given, notices of
meetings of the Members, Neighborhood Represestatnd of
the Board,

3.7.5 Membership Register Maintaining or causing to be maintained a
record book of Members, listing the names, maidddresses, e-mail addresses,
and telephone numbers of the Members as furnisheARMAC (“Membership
Register”) and recording or causing to be recottiedermination or transfer of
ownership by any Member in the Membership Registgether with the date of
the transfer, and

3.7.6 Miscellaneous In general, performing all duties incident to the
office of Secretary, and performing such otherehiis prescribed by the Board
or these Bylaws.
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3.8 CHIEF FINANCIAL OFFICER. The Chief Financial Officer is responsible
for LARMAC funds. The Chief Financial Officer issponsible for the following:

3.8.1 Books of Account Keeping, or causing to be kept, full and
accurate accounts, tax records and records of ésssinansactions of LARMAC,
including accounts of all assets, liabilities, lipteand disbursements in books
belonging to LARMAC,

3.8.2 Valuables Being responsible for the deposit of all monegt an
other valuable effects in the name and to the tiddiARMAC in such
depositories as the Board designates,

3.8.3 Disbursements Disbursing LARMAC's funds as ordered by the
Board,

3.8.4 Accounting. Rendering to the President and Directors, upon
request, an account of all transactions and of LARRA financial condition, and

3.8.5 Other Powers Exercising such other powers and performing such
other duties prescribed by the Board or these Bylaw

Article IV
NEIGHBORHOOD REPRESENTATIVES

Each Neighborhood is assigned a Neighborhood Reptasve to represent the
Members when voting on certain issues. This Artigscribes the duties of the Neighborhood
Representatives, establishes the procedures favidmbers to use when electing their
Neighborhood Representatives, and establishesrtwe@ures Neighborhood Representatives
must follow when they must vote on issues. (FaghiWerhood Representatives’ participation in
elections of Directors, see Section 2.4). Eaclyhl@drhood Representative is entitled to cast
the number of votes equal to the number of votaigm@ed to the Members the Neighborhood
Representative represents. For example, if thgiMmirhood Representative represents a
Neighborhood composed of forty Residences, all dwgd?ersons who are not the Declarant or
the Neighborhood Builders, the Neighborhood Remtasize will have forty votes. The
Declarant and Neighborhood Builders will have thein representative, called the
“Declarant’s Neighborhood Representative” who Wik appointed by the Declarant and
entitled to cast all votes held by the Declarand éime Neighborhood Builders.
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Neighborhood Representative Responsibilities:

Attend Neighborhood Representative Meetings
Cooperate with the LARMAC Board

Publicize Social Events

Inform Members of Actions

Assist Nominating Committee

Coordinate Member Votes

41 POWERS AND DUTIES. Neighborhood Representatives shall have the
following powers and duties:

4.1.1 Attend Neighborhood Representative Meetings The duty to
regularly attend meetings of the Neighborhood Regar&atives and participate in
all votes of the Neighborhood Representatives.

4.1.2 Neighborhood Meetings The duty to preside over meetings of
their Neighborhoods.

4.1.3 Special Benefit Areas The duty to participate in the operation of
the Special Benefit Areas as required by the Board.

4.1.4 Cooperation with the LARMAC Board. The duty to cooperate
with the LARMAC Board to distribute information ddembers and, when
requested, assist in distributing and collectindpksor proxies of the Members.

4.1.5 Publicizing Social Events The duty to assist in publicizing social
events at the request of the Board.

4.1.6 Inform Members. The duty to promptly inform Members the
Neighborhood Representative represents of propmsedinal actions of the
Neighborhood Representatives.

4.1.7 Assist Nominating Committee The duty to assist the
Nominating Committee and the Board in the searclvdtunteer replacement
Directors, Neighborhood Representatives and altesra committee members.

4.1.8 Coordinate Member Votes The duty to collect Member proxies
when Directors are to be elected or removed andmersuch other duties in
connection with Director elections as are assignethe Board.

4.1.9 Additional Duties. The duty to fulfill such other duties as are
assigned to the Neighborhood Representatives bidhed.

4.1.10 Limits on Powers and Duties Neighborhood Representatives
shall not have any powers and duties except theseritbed in this Section 4.1.
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4.2 QUALIFICATION.

4.2.1 Qualifications for Nomination. Anyone nominated to serve as a
Neighborhood Representative or alternate mustperson who is one of the
following:

(@)  An Owner or agent of an Owner of a Lot or Condonmimi
in the Neighborhood the person wishes to repraesbatis not a
LARMAC Board member, or

(b)  An agent of Declarant or an agent of a Neighborhood
Builder for so long as Declarant or a Neighborh8odlder owns or has a
Mortgage interest in (i) a Lot or Condominium iret@overed Property, or
(ii) any portion of the Annexable Area.

4.2.2 Qualifications for Holding Office. Neighborhood
Representatives are encouraged to satisfy thexfimitprequirements while they
serve in office:

€)) Not be absent from three (3) consecutive meetingjseo
Neighborhood Representatives;

(b)  Attend at least seventy-five percent (75%) of the
Neighborhood Representative meetings held eachayehattend the
entire meeting.

(© Exhibit respect, professionalism and courteous \aeh#&o
Owners, committee members, vendors, the Communétydder and its
staff, and any other Persons involved with LARMAC.

(d) Be a Member in good standing or agent of a Member i
good standing.

(e) Participate in education programs provided to the
Neighborhood Representatives by LARMAC.

The following chart shows the schedule for selgdieighborhood Representatives in

Neighborhoods without Neighborhood Corporationeigiborhood Representatives can be
elected by vote at a meeting of the Neighborhodayaxritten ballot.
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J
10 - 60 days
before meeting

set record date for
Members
receiving notice of
meeting (not
applicable if vote is
by written ballot)

J
10 - 60 days
before meeting

set record date for
Members entitled
to vote

J
10 - 30 days
before meeting

notice of meeting
sent out (not
applicable if vote is
by written ballot)

J
Date set by Boarg

ballot sent out
(not applicable if
vote is at
meeting)

J
within 6 months
after first Close of
Escrow in a
Neighborhood

select
Neighborhood
Representative and
alternate by written
ballot or at a
meeting

4.3

SELECTION. Each Neighborhood defined in the Master Declanaéind

Supplemental Declarations shall be representedMsighborhood Representative and an
alternate Neighborhood Representative. The Neididonl Representatives and alternates shall
be selected as follows:

4.3.1 Selection of First Neighborhood Representative andlternate.
The first Neighborhood Representative and alterftateach Neighborhood must
be selected within six (6) months after the firkige of Escrow in the
Neighborhood.

4.3.2 Neighborhood Corporations Where all Residences subject to a
Neighborhood Declaration also comprise all of tlesiBences in a
Neighborhood, the president of the NeighborhoodoG@tion created pursuant to
that Neighborhood Declaration shall be the Neighbod Representative. The
board of directors of the Neighborhood Corporasball appoint one of the board
members as the alternate Neighborhood Representativ

4.3.3 Neighborhoods Without Neighborhood Corporations

(@)

General Procedure. In Neighborhoods that are not

composed of Residences under the jurisdictionsahgle Neighborhood
Corporation, the Neighborhood Representative atedrelte shall be
selected in an election set by the Board of Dinectd he election may be
held at a meeting of the Neighborhood or by writbaiiot as determined
by the Board. The Board of Directors or the NortingaCommittee will
solicit applications from Members in the Neighbartido serve as the
Neighborhood Representative for a period endirigadt thirty (30) days
before the date of the Neighborhood Representateation. If, after the
close of nominations, only one person is nominagethe Neighborhood
Representative, LARMAC may, without further actideclare that the
person who was nominated and qualified to be eldués been elected.
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(b)  Quorum and Approval. At least twenty percent (20%) of
the voting power in the Neighborhood holding thecgbn must cast votes
for the election to be valid. If the election &lid, the person receiving
the highest number of votes will be the NeighbothBepresentative and
the person receiving the second highest numbeoteswvill be the
alternate Neighborhood Representative.

4.3.4 Neighborhoods That Do Not Have Neighborhood
Representatives or Alternates

(A) Appointment of Neighborhood Representative for Gengl
Purposes Except for matters described in Section 4.3.4@pw, if, for any
reason, a Neighborhood does not have a NeighborRepdesentative or an
alternate, the Board shall have the power to ap@ogualified person to fill the
position. At the Board’s request, the Nominatimgh@nittee will seek volunteers
to fill the position. Notices of all appointmemtsist be distributed to the
Members in the affected Neighborhoods within noertban sixty (60) days after
the date of the appointment.

(B) Appointment of Temporary Neighborhood Representatie for
Election of LARMAC and LARCS Directors. If, for any reason, a
Neighborhood does not have a Neighborhood Repiasextnor an alternate, or
the designated Neighborhood Representative anchaféefail to be present in
person at an Election Meeting or Selection Meetasgthat term is defined in
Section 5.2.3. herein, the Board shall have thegpdavappoint a person to act as
a temporary neighborhood representative (“Tempaxeighborhood
Representative”). A Temporary Neighborhood Repriedive shall have the
limited power to exercise the limited authoritysoNeighborhood
Representative, once quorum is established, foptingose of casting ballots as
designated by Member proxies for the particulactide Meeting or Selection
Meeting for which the Temporary Neighborhood Repngstive is appointed. A
person appointed as a Temporary Neighborhood Reqas/e by the Board
need not meet the qualifications for a NeighborhReg@resentative described
herein, but shall be an Owner or an agent of the€wr an officer of
LARMAC. A Temporary Neighborhood Representativalshot be a candidate
for a director position of LARMAC or LARCS, or alative of a candidate.
Notices of all appointments must be distributetheoMembers in the affected
Neighborhoods within sixty (60) days after the daftéhe appointment.

4.3.5 Declarant’s Neighborhood Representative. Declararis
entitled to appoint one (1) Neighborhood Represeative (“Declarant’s
Neighborhood Representative”) to represent Dectarad the Neighborhood
Builders at all meetings of the Neighborhood Repméstives and to cast all of the
Class A and Class B votes which Declarant and #igiborhood Builders are
entitled to cast. At any time, Declarant may chetige person which it has
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appointed to serve as Declarant’s Neighborhood édgmtative and may also
designate an alternate Declarant’s Neighborhoodd®eptative. Declarant must
give written notice to the Board before any suchaaptment or change in
appointment is effective.

4.4 TERM OF OFFICE. There are two types of Neighborhood Representatives
those who represent Neighborhoods without NeightmatiCorporations and those who
represent Neighborhoods with Neighborhood Corporai In Neighborhoods without
Neighborhood Corporations, the first NeighborhocgpResentative’s term of office is set in the
Supplemental Declaration adding that Neighborhamthe Covered Property. After the first
Neighborhood Representative serves his term, tlviog Neighborhood Representatives will
serve three-year terms. For each Neighborhood wiNeighborhood Corporation, the
Neighborhood Representative is the President oNiighborhood Corporation so his term will
be the same as his term of office as Presidene séime rules apply to terms of office for
alternate Neighborhood Representatives. The Danl&s Neighborhood Representative’s term
of office is indefinite. He will serve until eitithe Declarant appoints a replacement or the
Declarant’s right to have the Declarant’s Neighbodd Representative expires.

4.4.1 Generally. Neighborhood Representatives and alternates may
serve consecutive terms. There is no maximum lmithe number of terms a
person can serve as a Neighborhood Representataleemate.

4.4.2 Neighborhoods with Neighborhood Corporations The term of
office for each Neighborhood Representative aretradite representing a
Neighborhood with a Neighborhood Corporation shalcoincident with such
person’s term of office as an officer or directbtlee Neighborhood Corporation.

4.4.3 Neighborhoods Without Neighborhood Corporations The
term of office of the first Neighborhood Represéinmand alternate selected
pursuant to Section 4.3.3 will begin on the dageNleighborhood Representative
and alternate are selected and terminate on tleesdain the Supplemental
Declaration that first identifies the Neighborhoothe term of office of all other
Neighborhood Representatives and alternates seélpatsuant to Section 4.3.3
shall be three (3) years.

45 VACANCIES. A vacancy in the office of a Neighborhood Repneative shall
exist on the occurrence of the following: (a) teath or written resignation of any
Neighborhood Representative; (b) the declaratiorebglution of the Board of a vacancy in the
office of a Neighborhood Representative who has ldeelared of unsound mind by an order of
court, convicted of a felony or found by a finatler or judgment of any court to have breached a
duty under Article 3 of Chapter 2 of the CaliforiNanprofit Corporation Law; (c) the failure of
Members to elect a Neighborhood Representativéd)dhe occurrence of any other events
resulting in a vacancy as provided under the QalifoNonprofit Corporation Law.

45.1 Vacancies in Neighborhoods with Neighborhood Corpations.
Vacancies in the Neighborhood Representative jpositill be filled by the new
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President of the Neighborhood Corporation. Vaasn the alternate
Neighborhood Representative position will be filledthe board of directors of
the Neighborhood Corporation.

4.5.2 Vacancies in Other Neighborhoods Vacancies occurring for any
reason other than expiration of a Neighborhood Bsgtative’s term shall first
be filled by the alternate Neighborhood Represamatif there is no alternate
Neighborhood Representative, then the vacancy Badllled pursuant to the
procedures established in Section 4.3.4. If ttexrate Neighborhood
Representative becomes the Neighborhood Representainew alternate shall
be selected in accordance with the procedureslestath in Section 4.3.4. Any
person selected to fill a vacancy occurring betoggiration of a term of office
shall serve the remainder of the unexpired terwffide of the predecessor
Neighborhood Representative or alternate.

46 REMOVAL.

4.6.1 Neighborhoods with Neighborhood Corporations An officer or
director of a Neighborhood Corporation serving &eaghborhood
Representative or alternate is deemed removed o@mtly with his or her
removal as an officer or director of the Neighbath@orporation.

4.6.2 Other Neighborhoods

€)) Percentage of Member Approval Required.
Neighborhood Representatives and alternates sélpatsuant to Sections
4.3.3 or 4.3.4 may be removed by the Members im Neighborhoods
before the expiration of their terms of office. tAe first attempt to
remove a Neighborhood Representative or altertiaeapproval of the
greater of (i) thirty percent (30%) of the votingwer of the Members in
the Neighborhood, or (ii) the majority of the vaipower represented in
the removal vote must be obtained to remove a Neidiood
Representative. At any subsequent attempt to reradveighborhood
Representative or alternate during a single temmapproval of the
greater of (i) forty percent (40%) of the votingymr of the Members in
the Neighborhood, or (ii) the majority of the va@ipower present
represented in the removal vote must be obtaineenove a
Neighborhood Representative.

(b) Procedure for Removal By Members.Members in a
Neighborhood who wish to have a Neighborhood Remtasive or
alternate removed must direct their requests tiNttrainating Committee.
At least five percent (5%) of the Members in a Nigrhood must sign a
petition for removal before the Nominating Comnette required to hold
a removal election. The removal election may dd hea meeting or by
written ballot. If a removal election is held, tNeighborhood
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Representative or alternate whose removal has ffireg@osed must be
given an opportunity to be heard. If the Neighlomdh Representative or
alternate is removed, a replacement may be elattdw same time. Any
Neighborhood Representative or alternate who has bkected to office
solely by the votes of Members other than Declaaantthe
Neighborhood Builders may be removed from offickobethe expiration
of his term of office only by the vote of Memberskiding Declarant and
the Neighborhood Builders. The Board may estataditional
procedures for removal elections in the Communityd@lines.

4.6.3 Removal by the LARMAC Board. The LARMAC Board has the
power to remove any Neighborhood Representativetad ARMAC Board
determines is not performing the duties of a Neaghbod Representative.

4.7  VOTING.

For a partial list of the issues to be voted orNsighborhood Representatives,
see the chart following Section 1.4 of these Bylaws

4.7.1 Generally. Neighborhood Representatives must act persoaglly
a meeting or by written ballot, and may not acpbyxy. If a Neighborhood
Representative is not present at a meeting of thghiorhood Representatives,
then the alternate for such absent NeighborhooddReptative may attend the
meeting and exercise all Neighborhood Represeetatiwers. If the previously
absent Neighborhood Representative arrives beferadjournment of a meeting,
the alternate is no longer entitled to act in tlee@ of such Neighborhood
Representative; provided that such relinquishméatthority by the alternate
does not invalidate any matter previously votedaed upon by the alternate in
his or her temporary capacity as Neighborhood Remtative. Except as
otherwise provided in these Bylaws, each Neighbad®epresentative shall
exercise his voting power as the Neighborhood Remtative determines is
appropriate. Declarant’s Neighborhood Represermaiall exercise all of the
Class A and Class B voting power of Declarant &edNMeighborhood Builders.
All votes represented by Declarant’s Neighborhoegi@sentative shall be cast in
the manner directed by Declarant. Any Class C sh#dl be cast by Declarant.

4.7.2 Soliciting Member Views. When Neighborhood Representatives
have notice in advance of a vote that will be takka Neighborhood
Representatives shall solicit opinions from the Nders they represent to identify
the Members’ views regarding the issue to be votedWithin sixty (60) days
after a vote is taken, the Board will announcerésailts of the vote and the way
each Neighborhood Representative voted.

4.7.3 Quorum. The presence in person of Neighborhood
Representatives representing at least a majoribABMAC’s voting power
constitutes a quorum. The Neighborhood Represeasgpresent at a duly called
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or held meeting at which a quorum is present mawiicoe to do business until
adjournment, notwithstanding the withdrawal of egiodleighborhood
Representatives to leave less than a quorum, ihatign taken (other than
adjournment) is approved by the votes requiredeictiBn 4.7.4 (or such greater
percentage of Neighborhood Representatives as megduired by the
LARMAC Governing Documents for any specific action)

4.7.4 Approval. If a quorum is present, the affirmative votelod t
majority of the voting power represented at the tmgeentitled to vote and
voting on any matter, is the act of the NeighbothBepresentatives, unless the
vote of a greater number or voting by classesgsired by the LARMAC
Governing Documents or applicable law. If, howewemeeting is actually
attended by Neighborhood Representatives represgless than one-third (1/3)
of the voting power of the Neighborhood Corporatiootwithstanding the
presence of a quorum, no matter may be voted upogpé such matters notice of
the of the general nature of which was given purst@aSection 4.8.5.

4.7.5 Specified Actions Any provision of the LARMAC Governing
Documents which requires approval of a majorityhef voting power held by
the Neighborhood Representatives before actionlreayndertaken requires
approval of (a) a majority of the voting power atch class of Membership
represented by the Neighborhood Representativesgas a Class B
Membership exists, and (b) both a majority of tbéng power represented by
the Neighborhood Representatives and a majoritgef/oting power of
Neighborhood Representatives derived from Membirsrdahan Declarant and
Neighborhood Builders.

4.7.6 Special Notice Requirements Approval by the Neighborhood
Representatives of any of the following proposaiker than by unanimous
approval is not valid unless the general natuth®fproposal was stated in the
notice to the Neighborhood Representatives: (pjaing a contract or
transaction between LARMAC and one or more Direstor between LARMAC
and any entity in which a Director has a mateiraificial interest; or (b) electing
to wind up and dissolve LARMAC.
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4.8 MEETINGS.

4.8.1 Place of Meetings of Neighborhood Representatived/eetings
of the Neighborhood Representatives shall be metde Covered Property or
such other practical and convenient place as datdrby LARMAC’s Board.

4.8.2 Annual Meetings of Neighborhood RepresentativesThe
Neighborhood Representatives shall gather oncamlfgean annual meeting.
The date of the first annual meeting of NeighborthBepresentatives shall be set
by the Board, but shall be no later than one (&) wdter the first Close of Escrow
in the First Subdivision. Thereafter, the annuaktmgs shall be held on or about
the anniversary date of the first annual meetifilge annual meetings of the
Neighborhood Representatives shall be open todstere by all Members and
first Mortgagee representatives to the extent efsfhace available in the meeting
room.

4.8.3 Special Meetings of Neighborhood RepresentativeS he
President shall call a special meeting of all Nbmhood Representatives, as
directed by resolution of a majority of a quoruntlod Board, or upon receipt of a
petition signed by Members or Neighborhood Repriasime(s) representing at
least five percent (5%) of LARMAC's voting powerhe Secretary shall give
notice of any special meeting within twenty (20yslafter adoption of such
resolution or receipt of such petition. The noticest state the date, time and
place of the meeting and the general nature abtissness to be transacted. The
special meeting must be held not less than thiviy{35) days nor more than
ninety (90) days after adoption of such resoluboneceipt of such petition. No
business may be transacted at a special meetimpieas stated in the notice.
Special meetings of the Neighborhood Representative open to attendance by
all Members and first Mortgagee representativabecextent of the space
available in the meeting room.

4.8.4 Adjourned Meetings. If any meeting of Neighborhood
Representatives cannot be organized because angu®not present,
Neighborhood Representatives representing a majairihe voting power
present may adjourn the meeting to a time not rtia@e forty-five (45) days from
the original meeting date, at which meeting thergoorequirement is the
presence of Neighborhood Representatives repregeaitieast fifteen percent
(15%) of LARMAC's voting power.

4.8.5 Notice of Meetings The Secretary must send a notice of each
annual or special meeting delivered personallyfiisy class mail or by any other
means of written communication, including a systertechnology designed to
record and communicate messages, facsimile, efectneail, or other electronic
means, to each Neighborhood Representative ofdettothe Members, and to
each first Mortgagee who has filed a written retjf@msnotice with the Secretary,
at least ten (10) but not more than ninety (90)»sdagfore such meeting. Notice
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of Neighborhood Representative meetings shalllagsgiven to the Members of
LARMAC through posting on the LARMAC Property, dibution through an
appropriate means of telecommunications or via LARNS newsletter, if any.

4.8.6 Record Date The Board may fix a date as a record date for
determining the voting power represented by eadghterhood Representative.
The record date so fixed must be not more thary §6G) days before the date of
the meeting or the date the written ballot is distied. If the Board does not fix a
record date, the record date is the close of basioa the business day preceding
the day on which the meeting is held or the badlatistributed.

4.8.7 Order of Business Meetings of Neighborhood Representatives
must be conducted in accordance with a recogniggtémm of parliamentary
procedure or such parliamentary procedures asARMAC Board may adopt.
The order of business at all meetings of the Nesghdiod Representatives is as
follows: (a) roll call to determine the voting pewepresented at the meeting; (b)
proof of notice of meeting or waiver of notice; (epding of minutes of preceding
meeting; (d) reports of officers; (e) reports ofrouittees; (f) unfinished business;
and (g) new business.

4.8.8 Consent of AbsenteesThe transactions of any meeting of
Neighborhood Representatives, either annual onapéowever called and
noticed, are valid as if they occurred at a meetinly held after regular call and
notice, if (a) a quorum is present in person, dceither before or after the
meeting, each of the Neighborhood Representativepresent in person signs (i)
a written waiver of notice, (ii) a consent to th@ding of such meeting, or (iii) an
approval of the minutes of the meeting. The Sacyethall file all such waivers,
consents or approvals with the corporate recorasake them a part of the
minutes of the meeting.

49 ACTION BY WRITTEN BALLOT. Any action which may be taken at a
meeting of the Neighborhood Representatives maghen without a meeting by written ballot
of the Neighborhood Representatives. Ballots rhadistributed in the same manner as
provided in Section 4.8.5 for the giving of notimemeetings of Neighborhood Representatives.
Ballot solicitations must specify (a) the numberegponses needed to meet the quorum
requirements, (b) the percentage of approvals sacg$o approve the action, and (c) the time
by which ballots must be received to be countelde form of written ballot must afford an
opportunity to specify a choice between approval disapproval of each matter and must
provide that, where the Neighborhood Representapeeifies a choice, the vote shall be cast in
accordance therewith. Receipt within the time pkgpecified in the solicitation of both (A) a
number of ballots representing voting power whighads or exceeds the quorum which would
be required if the action were taken at a meetingd, (B) a number of approvals which equals or
exceeds the number of votes which would be requoedpproval if the action were taken at a
meeting at which the total number of votes cast tvasame as the total number of votes cast by
written ballot, constitutes approval by writtenIbal
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4.10 MINUTES, PRESUMPTION OF NOTICE. Minutes or a similar record of the
proceedings of meetings of Neighborhood Represeastwhen signed by the President or
Secretary, shall be presumed truthfully to evideheematters set forth therein. A recitation in
the Minutes executed by the Secretary that nofitkeomeeting was properly given constitutes
prima facie evidence that such notice was given.

Article V
LADERA RANCH COMMUNITY SERVICES (“LARCS”)

Ladera Ranch Community Services (“LARCS”) is a mofippublic benefit corporation
formed to foster a unique sense of community througLadera Ranch through sponsorship of
a variety of activities and programs. These attégimay include sponsoring community and
neighborhood clubs and special events, sportsiiesvand leagues, managing a community
technology network, and sponsoring health and wesBnprograms. Following the "Class C
Termination Date", LARMAC will become the sole memah LARCS. Article V describes the
procedures LARMAC will use to select the directdrsARCS once LARMAC becomes the sole
member of LARCS.

5.1 ACCEPTANCE OF LARCS MEMBERSHIP . Upon the assignment by DMB
Ladera, LLC, a Delaware limited liability compary,any affiliate of DMB Ladera, LLC, of its
membership interest in LARCS to LARMAC, LARMAC shhe deemed to have accepted the
membership interest in LARCS and shall become ¢leeraember of LARCS.

5.1.1 Qualification Criteria . The nominees for directors of LARCS
shall satisfy the following criteria:

A director shall nobe a member of the Board.

A director shall be a Class A Member of LARMAC amdesident
of the Covered Property.

A director shall have actively participated in LAR@ctivities and
events.

A director shall be interested in the furtherant#he activities and
purpose of LARCS.

5.1.2 Soliciting Member Input To the extent practical, the
Neighborhood Representatives may, but are not medjto, solicit input from the
Members that they represent to identify the Menibeesvs regarding the
nominees for the LARCS board of director.

5.2. SELECTION OF DIRECTORS OF LARCS. As the sole member of LARCS,
LARMAC is entitled to elect the directors of LARGRrough the process described in this
Article. This Article outlines the procedure by whithe directors of LARCS shall be selected.
Pursuant to Section 5.2.3, if the number of persmmsinated and qualified is equal to or less
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than the number of positions to be filled, thenBoard shall declare those who are nominated
and qualified elected to the LARCS board of direst®therwise, an election will be held in
accordance with the procedures set forth in thigclerto select the persons who will serve as the
directors of the LARCS.

5.2.1. Voting Procedure As applicable, and, for purposes of the remainder
this Section 5.2, the term “Neighborhood Represamfashall mean the person (i.e. the
Neighborhood Representative, Alternate Neighboreepgresentative or Temporary
Neighborhood Representative) who is acting in theihborhood Representative”
capacity in connection with the selection of theR@S board of directors, unless the
context clearly provides otherwise. Unless othesvpigovided in Section 5.2.3 below, the
LARCS board of directors shall be selected by bsltd the Neighborhood
Representatives at a Selection Meeting in accosdafith the procedures set forth in
Section 5.2.4. The procedure for holding the megedimd voting shall be the procedure
established in the other Articles of these Bylaagsmodified by this Article. In all other
respects not provided in this Article, the proceduset forth in Article 1l regarding the
election of LARMAC directors shall apply to the sgtion of LARCS directors.

5.2.2. Nomination Procedure The Nominating Committee, acting at the
Board's direction, will seek volunteers to serveliasctors of LARCS. The Board may
establish nomination procedures and reasonableftames for receiving nominations in
the Community Guidelines. The date set for closeanhinations must be not less than
fifty (50), nor more than one hundred twenty (12{3ys before the date of the meeting of
the Neighborhood Representatives at which the LARG&d of directors will be
selected (the “Selection Meeting”). No nominaticas be made after the date set for the
close of nominations. A slate of candidates ("Stdt€andidates") must be prepared and
distributed to the Members based on the nominatioaiscomply with the nomination
guidelines established by the Board. If more gieglipeople are nominated than there
are positions to be filled, an election shall blella¢ a Selection Meeting. If, after the
close of nominations, the number of qualified peamminated for the LARCS board of
directors is not more than the number of positinse filled, those individuals who have
been nominated and qualified shall be electedad kRCS board of directors.

5.2.3. Collection of Proxies For Selection of LARCS Diregirs. The
LARMAC Board shall deliver to all Members formspfoxies listing the Slate of
Candidates for the LARCS Board. All such proxiealisstate that the person authorized
to exercise the proxy is the designated NeighbattiRepresentative. All proxies must be
in writing. Every proxy is revocable and automalli ceases to be effective after
completion of the Selection Meeting for which threxy is provided. Any form of proxy
distributed must afford the opportunity to choos®ag the candidates listed on the Slate
of Candidates. The proxy must provide that, whenMember specifies a choice, the
vote shall be cast in accordance with that chdibe. Neighborhood Representative shall
cast the Members’ votes in accordance with thectioes provided by the Members in
their respective proxies.
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5.2.4. Selection of LARCS Directors The Selection Meeting must be held
within the sixty (60) days preceding the date onmcWwlany LARCS director’s term of
office will expire. Notice of the date of each S#ien Meeting must be distributed to the
Members no less than ten (10) days nor more thatyn{90) days before the date of the
Selection Meeting. The Board may establish addifiguidelines or procedures for
holding Selection Meetings. Within sixty (60) dafter a vote is taken to select the
LARCS board of directors, the Board will announiee tesults of the vote, and the way
each Neighborhood Representative voted.

5.2.5. Quorum. The presence in person of Neighborhood Repratess and
Alternate Neighborhood Representative (but expyesstiuding Temporary
Neighborhood Representatives) representing at teasity-five percent (25%) of
LARMAC'’s voting power shall constitute quorum foSalection Meeting. Each
Neighborhood Representative or Alternate Neighbodhgepresentative (but expressly
excluding Temporary Neighborhood Representativd®) i present in person represents
all Members in the Neighborhood for purposes ddildsthing quorum at a Selection
Meeting.

5.2.6. Record Date The LARMAC Board of Directors may fix a date as a
record date for determining Members entitled taasodf each Selection Meeting. The
record date so fixed must be not more than nir@@y ifor less than ten (10) days before
the date of the Selection Meeting. If the Boardslnot fix a record date, the record date
is the close of business on the business day pitowethe day on which notice is given.
The LARMAC Board may also fix a date as a recorté dar determining Members
entitled to receive proxies pursuant to Sectiordsabove. The record dates so fixed
must be not more than sixty (60) days before thie dbthe Selection Meeting. If the
Board does not fix a record date, the record datled date of the Selection Meeting.

5.2.7. Cumulative Voting. Cumulative voting as described in Section 2.4.5
shall apply with respect to election of LARCS dimes.
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Article VI
ACTIONS BY LARMAC MEMBERS

This Article describes how the Members make dewsitie minimum quorum
requirement for Member votes, the number of Memiegysired to approve proposals and other
procedures involved with seeking Member approvahatters. Because LARMAC may
eventually have over 8,000 Members, decisions todue by the entire Membership (except for
the election of Directors) will be made by writtesllot and not at meetings. In some
circumstances, such as when Neighborhood Reprdsasare elected, meetings of Members in
a Neighborhood may be held. Meetings of Membe8patial Benefits Areas can also be held.

The following is a summary of the issues that caddxided by the entire Membership,
Members in Neighborhoods and Members in Specia¢iiehreas.

Election of Directors

Amendments to certain provisions of the Bylaws

Certain increases in the General Assessment Coemari Common
Assessments and imposition of certain Capital Im@noent Assessments
Expenditures of some litigation expenses

Enforcing Declarant’s bonded obligations

Certain amendments to the Master Declaration

Entire Membership

Neighborhoods Election and removal of Neighborhood Represergativ

Special Benefit Areas Certain increases in assessments (See Master 2diola Section 8.5.2)

Imposition of certain Special Benefit Area Capltaprovement Assessmentg

Vv | v]|vVvVvy VvVvvy

6.1 VOTING RIGHTS. LARMAC's classes of voting Membership are settian
the Master Declaration.

6.2 ACTIONS BY THE ENTIRE MEMBERSHIP. Actions that must be taken by
the entire Membership of LARMAC, except for theatien of Directors, shall be taken by
written ballot in accordance with the following pealure.

6.2.1 Quorum Reguirement. Twenty-five percent (25%) of
LARMAC's voting power constitutes a quorum of theMbership.

6.2.2 Approval Requirement. Any action which may be taken by the
Members of LARMAC must be approved by a majorityla# voting power of
LARMAC.

6.2.3 Record Date The Board may fix a date in the future as a r@cor
date for determining which Members are entitleddte. The record date so
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fixed must be not more than sixty (60) days betheedate of the vote. If the
Board does not fix a record date for determining¥ers entitled to vote,
Members on the date the written ballot is distloivho are otherwise eligible to
vote are entitled to vote.

6.2.4 Form of Ballot. Ballots must be delivered personally, by first
class mail or by any other written means of commatnon, including by a system
or technology designed to record and communicassages, facsimile,
electronic mail, or other electronic means. Staitgdns for ballots must specify
(a) the number of responses needed to meet themuequirements, (b) the
percentage of approvals necessary to approve tiomaand (c) the time by
which ballots must be received to be counted. foha of written ballot must
afford an opportunity to specify a choice betweppraval and disapproval of
each matter and must provide that, where the Mesyesifies a choice, the vote
shall be recorded in accordance therewith.

6.2.5 Approval by Ballot. Receipt within the time period specified in
the solicitation of (i) a number of ballots whichuals or exceeds the quorum
which would be required if the action were takea ateeting, and (ii) a number
of approvals which equals or exceeds the numbeotes which would be
required for approval if the action were taken ateeting at which the total
number of votes cast was the same as the total ewofilballots cast, constitutes
approval by written ballot.

6.2.6 Distribution of Ballots. For each issue submitted to the Members
for vote by written ballot, the Board will prepaaad distribute (i) a statement
describing the proposal and potential argumentaridragainst the proposal, (ii) a
form of written ballot, and (iii) any other inforrmian required by applicable
California law. A single ballot may be used forltiple proposals. The Board
will also provide copies of these items to the Méigrhood Representatives. At
the Board’s request, the Neighborhood Represeetativll assist in collecting
written ballots from Members and returning writteadlots to the Board.

6.3 ACTIONS BY NEIGHBORHOODS. The only actions to be taken by the

Neighborhoods are election and removal of NeighbodhRepresentatives. Neighborhood
Representatives representing Neighborhoods compmidests or Condominiums under the
jurisdiction of a single Neighborhood Corporatioitl Wwe elected and removed concurrently with
their election and removal from office in the Neaghhood Corporation pursuant to Sections
4.3.2 and 4.6.1. Neighborhood Representativegsepting other Neighborhoods will be
elected pursuant to Section 4.3.3 and removal puatdo Section 4.6.2.

6.4 ACTIONS BY SPECIAL BENEFITS AREAS. The only actions that must be

taken by Members in a Special Benefits Area areayas of certain increases in the Special
Benefit Area component of Common Assessments,ineatgregate increases in Common
Assessments and imposition of certain Special BeAsfa Capital Improvement Assessments.
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The quorum and approval requirements for theseractire set forth in Sections 8.5.2, 8.5.3 and
8.6.3 of the Master Declaration.

6.5 PROVISIONS APPLICABLE TO SPECIAL BENEFITS AREA ACTI ONS
AND NEIGHBORHOOD ACTIONS.

6.5.1 Voting by Proxy. Votes may be cast at a meeting in person or by
proxy. Proxies must be in writing, signed by therivber granting the proxy,
dated and filed with the Secretary in advance gfrageting. Every proxy is
revocable and automatically ceases after completidthe meeting for which the
proxy was filed. Any form of proxy distributed niwford the opportunity to
specify a choice between approval and disapprdvehch matter or group of
matters to be acted upon. The proxy must provide twhen the Member
specifies a choice, the vote shall be cast in aeswre with that choice. The
proxy must also identify the person or persons@ighd to exercise the proxy
and the length of time it will be valid.

6.5.2 Place of Meetings Meetings shall be held in the Covered
Property or such other practical and convenierdepbes designated by the Board.

6.5.3 Calling Meetings. The Board shall call a meeting of the Members
in a Neighborhood or Special Benefits Area (a)iescted by resolution of a
majority of a quorum of the Board, (b) by requddsihe President of LARMAC,
or (c) upon receipt of a petition signed by Memlrepgesenting at least five
percent (5%) of LARMAC'’s voting power in the Neigithood or Special
Benefits Area. The Secretary shall give noticammf meeting within twenty (20)
days after adoption of such resolution or receigueh request or petition. The
notice must state the date, time and places of siegting and the general nature
of the business to be transacted. The meeting Ibeuiséld not less than
thirty-five (35) nor more than ninety (90) dayseafadoption of such resolution or
receipt of such request or petition. No busineay be transacted at a meeting
except as stated in the notice.

6.5.4 Notice. The Secretary shall send a notice of each ngeetin
delivered personally, by first class mail or by alyer written means of
communication, including by a system or technoldggigned to record and
communicate messages, facsimile, electronic madttter electronic means,
stating the purpose of the meeting and the day, &wod place(s) where the
meeting is to be held, to each Member of recottiénNeighborhood or Special
Benefits Area, at least ten (10) but not more thiaety (90) days before such
meeting. The notice may set forth time limits $peakers and other procedures
for running the meeting. The notice must spedifyse matters the Board intends
to present for action by the Members. Once a aasicent, it shall be considered
received, forty-eight (48) hours after being sent.
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6.5.5 Record Dates The Board may fix a date as a record date for
determining which Members are entitled to noticamy meeting of a
Neighborhood or Special Benefits Area. The reaat# so fixed must be not less
than ten (10) nor more than ninety (90) days betloeedate of the meeting. If the
Board does not fix a record date for notice, tluore date is the close of business
on the business day preceding the day on whicleecgigiven. In addition, the
Board may fix a date in the future as a record tatéhe determination of the
Members entitled to vote at any meeting of a Neaghbod or Special Benefits
Area or by written ballot. The record date so dixeust be not more than sixty
(60) days before the date of the meeting or cutaté for receipt of the ballot. If
the Board does not fix a record date for deterngidfifembers entitled to vote,
Members on the day of the meeting or the date titeew ballot is distributed
who are otherwise eligible to vote are entitleddte at the meeting.

6.5.6 Order of Business Meetings must be conducted in accordance
with a recognized system of parliamentary proceduich parliamentary
procedures as LARMAC may adopt. The order of essrat all meetings of the
Members is as follows: (a) roll call to determthe voting power represented at
the meeting; (b) proof of notice of meeting or waiwf notice; (c) reading of
minutes of preceding meeting (if any); (d) unfiredhousiness; and (e) new
business.

6.5.7 Action By Written Ballot . Any action which may be taken at a
meeting of the Members in a Neighborhood or Spd&xzalefits Area may be
taken without a meeting by written ballot. Ballotsist be solicited and returned
in the same manner as provided for the giving ¢icecf meetings. Such
solicitations must specify (a) the number of regesneeded to meet the quorum
requirements, (b) the percentage of approvals sacg$o approve the action, and
(c) the time by which ballots must be receivedeéabunted. The form of written
ballot must afford an opportunity to specify a debetween approval and
disapproval of each matter and must provide thheresthe Member specifies a
choice, the vote shall be recorded in accordaneewith. Receipt within the
time period specified in the solicitation of (inamber of ballots which equals or
exceeds the quorum which would be required if ttea were taken at a
meeting, and (ii) a number of approvals which egjoalexceeds the number of
votes which would be required for approval if tlii@n were taken at a meeting
at which the total number of votes cast was theesasithe total number of ballots
cast, constitutes approval by written ballot.

6.5.8 Distribution of Ballots. For each issue submitted to the Members
in a Neighborhood or Special Benefits Area for Vogavritten ballot, the Board
will prepare and distribute (i) a statement deseglihe proposal and potential
arguments for and against the proposal, (ii) a fofmritten ballot, and (iii) any
other information required by applicable Califorfasv. The Board will also
provide copies of these items to the appropriatgiN®rhood Representatives.
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At the Board’s request, the Neighborhood Represigatawill assist in collecting
written ballots from Members and returning writteadlots to the Board.

6.5.9 Consent of AbsenteesThe transactions of any meeting of
Members in a Neighborhood or Special Benefits Aheayever called and
noticed, are as valid as though had at a meetihghdld after regular call and
notice, if (a) a quorum is present either in pergphy proxy, and (b) either
before or after the meeting, each of the Membetpresent in person or by
proxy signs (i) a written waiver of notice, (iicansent to the holding of such
meeting, or (iii) an approval of the minutes of theeting. The Secretary shall
file all such waivers, consents or approvals whik ¢orporate records or make
them a part of the minutes of the meeting.

6.5.10 Minutes, Presumption of Notice Minutes or a similar record of
the proceedings of meetings of Members in a Neigidmmd or Special Benefits
Area, when signed by the President or Secretaafi s presumed truthfully to
evidence the matters set forth therein. A readtain the Minutes executed by the
Secretary that notice of the meeting was propavgrgconstitutes prima facie
evidence that such notice was given.

Avrticle VII
AMENDMENTS TO BYLAWS

7.1 BOARD APPROVAL. These Bylaws may be amended by a majority of the
entire Board, (i) at any time before the Close séiaw for the sale of the first Lot or
Condominium or (ii) if the proposed amendment is required tofoan the Bylaws to the
requirements of VA, FHA, DRE, FNMA, GNMA or FHLMOnd is within the Board’s power to
adopt without Member approval pursuant to the Galifh Corporations CodeAny other
amendment to these Bylaws requires approval byjarityeof the entire Board and any other
approvals required by Sections 7.2, 7.3 and 7.4.

7.2 NEIGHBORHOOD REPRESENTATIVE APPROVAL. Amendments that
cannot be adopted by the Board alone pursuantdiio8€7.1 or by the Board with the consent of
Members pursuant to Section 7.3 must be approvedebBoard and the Neighborhood
Representatives; provided that the specified péagenof the voting power necessary to amend a
specific Section or provision of these Bylaws may Ime less than the percentage of affirmative
votes prescribed for action to be taken underS$eation or provision. When applicable, the
approval required by Section 7.4 must also be pbthi

7.3 MEMBER APPROVAL. Sections4.1,6.2,6.3,6.4, 7.2, and 7.3 anttlartl
may not be amended without the approval of Membktained pursuant to Section 6.2.2.

7.4  DECLARANT APPROVAL. Sections 3.1,4.1,4.2,4.3,4.6,4.7,6.1,6.2,
6.4 and Articles Il and VII may not be amended withthe written consent of Declarant until
the date on which neither Declarant nor NeighbodBoilders owns or has a Mortgage interest
in any portion of the Covered Property or the Aratg® Area.
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Article VIII
MISCELLANEOUS

8.1 CONFLICTING PROVISIONS. In case of any conflict between the Articles
and these Bylaws, the Articles shall control; amdase of any conflict between the Master
Declaration and these Bylaws, the Master Declanalall control.

8.2 CHECKS, DRAFTS AND DOCUMENTS. All checks, drafts, orders for
payment of money, notes and other evidences obiedeess issued in the name of or payable
to LARMAC must be signed or endorsed in the marmamer by the person or persons the Board
designates by resolution, subject to the requirésnainthese Bylaws for withdrawing money
from LARMAC's reserve accounts.

8.3 EXECUTION OF DOCUMENTS. The Board may authorize any Person to
enter into any contract or execute any instrumetitié name and on behalf of LARMAC, and
such authority may be general or confined to speriftances. Unless so authorized by the
Board, no Person may bind LARMAC by any contractiogagement or pledge its credit or
render it liable for any purpose or in any amount.

8.4 USE OF TECHNOLOGY. Where allowed by applicable law, any information
LARMAC, its Board of Directors, officers, Neighbarbd Representatives or other
representatives is required to distribute can beiduted by any system or technology designed
to record and communicate messages, facsimiletretec mail, or other electronic means.

8.5 AVAILABILITY OF LARMAC DOCUMENTS.

8.5.1 Records To Be Maintained LARMAC shall maintain at its
principal office (or at such other place withinrmar the Covered Property as the
Board may prescribe) the LARMAC Governing Documehtsoks of account,
minutes of meetings of Members, Neighborhood Remtasives, the Board and
committees, the Membership Register and any otheurdents required by law
to be maintained by LARMAC (collectively, the “LARMC Documents”), each
of which shall be made available for inspection eogying by any Member or
the Member’s duly appointed representative for gppse reasonably related to
the Member’s interest as a Member in accordande agplicable law.

8.5.2 Limits on Availability . The Board may establish reasonable rules
regarding (a) notice to be given to the custodiain® LARMAC Documents by
the Member desiring to make the inspection, (bysa@amd days of the week when
such an inspection may be made, and (c) paymeheafost of copying any of
the LARMAC Documents requested by a Member; pravitdhat every Director
may at any reasonable time inspect all LARMAC Doeuats and the physical
properties owned or controlled by LARMAC, and makéracts and copies of
documents.
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8.5.3 Time of Availability . The minutes, minutes that are proposed for
adoption that are marked to indicate draft staiug, summary of the minutes, of
any meeting of the Board (other than an execuegsisn) and any meeting of
Neighborhood Representatives must be availableambrs within thirty (30)
days of the meeting. No later than ten (10) ddiys AARMAC receives written
request from any Member, LARMAC shall provide tattMember a copy of any
one or more of the documents listed in Califox@ial Code Section 1368(a)
requested by the Member for purposes of providmegdocuments to a
prospective purchaser of the Member’'s Residen@RNIAC may charge a fee
for this service not exceeding LARMAC's reasonatiet to prepare and
reproduce the requested documents.

8.5.4 Distribution to Members. The minutes, proposed minutes or
summary minutes described in Section 8.5.3 muslisigbuted to any Member
upon request and upon reimbursement of LARMAC’g ocbsnaking the
distribution. Members must be notified in writindnen the Budget is distributed
or when any general mailing to the entire LARMAC itgership is made of their
right to have copies of the minutes of meetingthefBoard and how and where
those minutes may be obtained.

8.6 FISCAL YEAR. The Board shall designate LARMAC's Fiscal Yeahe Fiscal
Year may be changed by the Board.

8.7 STATEMENTS IN ITALICS. The portions of these Bylaws printed in italics
are provided as simplified, general explanationthefpurposes of the Articles and Sections of
these Bylaws and the scheme of governance for ¢tver€d Property. The statements in italics
are provided for convenience and may not be coreside resolving questions of interpretation
or construction of the LARMAC Governing Documents.

Article IX
NOTICE AND HEARING PROCEDURE

If a Person believes a violation of the LARMAC Gowg Documents is being
committed, the Person can report the violationh® €ovenant Committee. This Article
establishes the procedure for submitting complaifttslso sets the procedure the Covenant
Committee will use when hearing complaints andrd@teng if sanctions will be imposed.

9.1 INITIAL COMPLAINT. Persons who believe a violation of the LARMAC
Governing Documents has occurred may file a violatiomplaint in a form authorized by the
Covenant Committee with a Person designated bZtdwenant Committee. The Covenant
Committee will then begin the enforcement procdasts discretion, the Covenant Committee
can issue one or two violation letters to the Peidteged to have committed the violation
(“respondent”) or set a hearing described in Sac@@. The Covenant Committee may direct
the Community Manager to assist the Covenant Cotaenih any of the steps the Covenant
Committee chooses to take in enforcing the LARMAG@/&ning Documents except that
decisions made at hearings must be made by then@otv€ ommittee itself.
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9.2 SCHEDULING HEARINGS. A hearing before the Covenant Committee to
determine whether a sanction should be imposedbearnitiated by the Covenant Committee
after receipt of at least one violation complaimb initiate a hearing, the Covenant Committee
must deliver to the respondent a notice which idetuall of the following:

9.2.1 Complaint. A written statement in ordinary, concise language
describing the acts or omissions with which th@oeslent is charged,

9.2.2 Basis for Violation. A reference to the specific provisions of the
LARMAC Governing Documents which the responderalisged to have
violated,

9.2.3 Hearing Schedule The date, time and place of the scheduled
hearing,

9.2.4 Sanctions A list of sanctions which may be imposed at the
hearing.

The date for the hearing may be no less than fif(&é&) days after the date the notice of
hearing is mailed or delivered to the responddiiie respondent is entitled to attend the hearing,
submit a statement of defense to the Covenant Ctigemn advance of the hearing, and present
a statement of defense and supporting withesgbe &earing. If the respondent does not attend
the hearing, the respondent waives these rights.

9.3 CONDUCT OF HEARING. The Covenant Committee shall conduct the
hearing in executive session, affording the respahd reasonable opportunity to be heard.
Before any sanction is effective, proof of noticel dhe invitation to be heard must be placed in
the minutes of a Covenant Committee meeting. uobf is adequate if a copy of the notice
and a statement of the date and manner of delisaagtered in the Covenant Committee's
minutes by a LARMAC officer or Covenant Committeember who mailed or delivered such
notice. The minutes of the meeting must contanmitien statement of the results of the hearing
and the sanction, if any, imposed.

9.4 IMPOSITION OF SANCTIONS. After affording the respondent an opportunity
for a hearing before the Covenant Committee, ther@amay ratify any one or more of the
following sanctions imposed by the Covenant Conesitt(a) levy a Compliance Assessment as
authorized in the Master Declaration; (b) suspencbadition the respondent’s right to use any
recreational facilities LARMAC owns, operates orimtains beginning on a date in the future
selected by the Covenant Committee; (c) suspenceipondent’s voting privileges established
under the Master Declaration; (d) enter upon adcd€ondominium or property owned by a
Subordinate Corporation to remedy the violatiothef LARMAC Governing Documents, or (e)
record a notice of noncompliance (if not prohibitgdaw). Any suspension of Membership
privileges may not be for a period of more thantyh(30) days for any noncontinuing infraction.
For continuing infractions (including nonpaymenitaofy assessment), Membership privileges
may be suspended for so long as the violation coasi. Written notice of any sanction to be
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imposed (“notice of sanction”) must be deliveredhe respondent personally, by any system or
technology designed to record and communicate rgesséacsimile, electronic mail, or other
electronic means, via first class mail or certiffedil return receipt requested, or any
combination of the foregoing. No action againsttspondent arising from the alleged
violation may take effect before five (5) days aftee hearing.

9.5 LIMITS ON REMEDIES. The Board’s or Covenant Committee’s failure to
enforce the LARMAC Governing Documents does notvedhe right to enforce the same
thereafter. The remedies provided by the LARMAG/&aing Documents are cumulative and
not exclusive. However, any individual Member ab8rdinate Corporation must exhaust all
available internal LARMAC remedies prescribed by HARMAC Governing Documents
before that Member or Subordinate Corporation negpit to a court of law for relief with
respect to any alleged violation of the LARMAC Govag Documents by another Member or
Subordinate Corporation.

9.6 APPEALS. If the respondent is sanctioned, the respondastie right to appeal
any decision of the Covenant Committee to the Bodiml exercise this right, a written notice of
appeal must be received by the presiding membéreo€ovenant Committee, the President of
the Board or the Community Manager within ten (d@ys after the date of the notice of
sanction.
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CERTIFICATE OF SECRETARY

l, the undersigned, certify that:

1. | am the duly elected and acting Secretary efLthdera Ranch Maintenance
Corporation, a California nonprofit corporationgan

2. The foregoing Bylaws, composed of 44 pages diotythis page, constitute the
Bylaws of the Ladera Ranch Maintenance Corporatiahy adopted by the Board of Directors
in Lieu of First Organizational Meeting dated effee as of May 13, 1998.

IN WITNESS WHEREOF, | have hereunto subscribed rerychand affixed the seal of
the Ladera Ranch Maintenance Corporation this day of , 1999.

Marc Lamkin, Secretary

(SEAL)
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