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CONSUMER INFORMATION

K4 This report is not a recommendation or endorsement of the subdivision; it is informative only,
< Buyer or lessee must sign that (s)he has received and read this report,

< A copy of this subdivision public report along with a statement advising that a copy of the public report may be
obtained from the owner, subdivider, or agent at any time, upon oral or written request, must be posted in a
conspicuous place at any office where sales or leases or offers to sell or lease interests in this subdivision are
regularly made, [Reference Business and Professions (B&P) Code Section 11018, 1(b)]

This report expires on the date shown above. All material changes must be reported to the Department of Real Estate,
(Refer to Section 11012 of the B&P Code; and Chapter 6, Title 10 of the California ddministrative Code, Regulation
2800.) Some material changes may require amendment of the Public Report; which Amendment must be obtained and
used in lieu of this report.

ancestry, is against public policy,

Under Section 125.6 of the B&P Code, California real estate licensees are subject to disciplinary action by the Real Estate
Commissioner if they discriminate or make any distinction or restriction in negotiating the sale or lease of real property
because of the race, color, sex, religjon, ancestry, national origin, or physical handicap of the client. If any prospective
buyer or lessee believes that a licensee is guilty of such conduct, (s)ke should contact the Department of Real Estate.

Read the entire report on the Jollowing pages before contracting to buy or lease an interest in this subdivision
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COMMON INTEREST DEVELOPMENT
GENERAL INF ORMATION

Common Interest Development

The project described in the attached Subdivision Public Report
is known as a common-interest development. Read the Public
Report carefully for more information about the type of
development. The development includes common areas and
facilities which will be owned and/or operated by an owners'
association, Purchase of 2 lot of unit automatically entitles and
obligates you as a member of the association and, in most cases,
includes 2 beneficial interest in the areas and facilities. Since
membership in the association is mandatory, you should be
aware of the following information befote you purchase:

Governing Instruments

Your ownership in this development and your tights and
remedies as 2 member of its association will be controlled by
governing instruments which generally include a Declaration of
Restrictions (also known as CC&R's), Azticles of Incorporation
(or association) and bylaws. The provisions of these documents
ate intended to be, and in most cases ate, enforceable in a court
of law. Study these documents carefully before entering into a
contract to purchase a subdivision interest.

—_—
Assessments

In order to provide funds for operation and maintenance of the
common facilities, the association will levy assessments against
your lot or unit. If you are delinquent in the Payment of
assessments, the association may enforce payment through
court proceedings or your lot or unit may be liened and sold
through the exercise of 2 power of sale. The anticipated income
and expenses of the association, including the amount that you
may expect to pay through assessments, are outlined in the
proposed budget. Ask to see 2 copy of the budget if the
subdivider has not alteady made it available for your
examination.

Common Facilities

4\ homeowner assodiation provides a vehicle for the owner-ship -

and use of recreational and other common facilities which were
designed to attract you to buy in this development. The
association also provides 2 means to accomplish architectyral
control and to provide a base for homecwner interaction on a
vatiety of issues. The purchaser of an interest in a common-
interest development should contemplate active Participation in
the affairs of the association. He or she should be willing to
serve on the board of directors or on committees created by the
board. In short, “they” in a common interest development is

& 22

you”.

Unless you serve as 2 member of the goveming board or on 2
committee appointed by the board, your control of the operation
of the common areas and facilities is limited to your vote as a
member of the association. There are actions that can be taken by
the goveming body withont a vote of the members of the
association which can have 2 significant impact upon the quality
of life for association members,

Subdivider Control

Until there is a sufficient number of purchasers of lots or units in
4 common interest development to elect a majority of the
governing body, it is likely that the subdivider will effectively
control the affairs of the association. It is frequently necessary and
equitable that the subdivider do so during the early stages of
development. It is vitally important to the owners of individual
subdivision interests that the transition from subdivider to
tesident-owner control be accomplished in an orderly manner and
in 2 spirit of cooperation.

Cooperative Living

When contemplating the purchase of 3 dwelling in a common
interest development, you should consider factors beyond the
attractiveness of the dwelling units themselves. Study the
governing instruments and give careful thought to whether you
will be able to exist happily in an atmosphere of coaperative living
where the interests of the group must be taken into account as
well as the interests of the individual, Remember that managing a
common interest development is very much like governing a small
community the management can serve you well, but you will have
to work for its success.[B&P Code Section 11018.1(c)]

Informational Brochure

The Department of Real Estate publishes the Common Interest
Development Brochure. The information contained in this
brochure provides a brief overview of the rights, duties and
tesponsibilities of both associations and individual owners in
common interest developments. To obtain a free copy of this
brochure, please send your tequest to:

Bogk Orders

Department of Real Estate
P.O. Box 187006
Sacramento, CA 95818-7006

Department of Real Estate - RE 646 (Rev. 1/97)
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INTRODUCTION

phases 5 and 6 (each a “Phase”) of “Sky Ranch at Covenant Hills” within the master planned community known as
“Ladera Ranch”. The above mentioned lots are a part of Phases 5 and 6, with each Phase identified on a document
entitled “Notice of Designation of Phase and Supplemental Declaration of Covenants, Conditions and Resttictions
for Covenant Hills, Annexed Land 3” (hereinafter referred to as a “Notice of Phase”) and recotded in the office of
the County Recorder of Orange County, California. As of the date of issuance of this Amended Final Report, Lot 20

The term “Puplic Report® as used herein collectively refers to the Amended Final Subdivision Public Reports
identified as File Nos. 1190471.A-A05 and 119048LA-A05.

OVERVIEW OF LADERA RANCH, COVENANT HILLS & SKY RANCH AT COVENANT HILLS
Ladera Ranch:

Ladera Ranch is a master planned community located in the unincorporated area of southern Orange County
approximately .25 miles from the incotporated area of Mission Viejo. Ladera Ranchis 2 common-interest subdivision
of the type referred to as a “planned development”. Ladera Ranch has been developed over several yeats by DMB
LADERA, LLC, a Delawate Limited Liability Company, as the “Master Developer” and various Neighborhood
Builders in a series of increments comprised of various neighborhoods which were genetally further divided into

condominiuras, and approximately 1,287 apattments. The Master Developer has constructed common facilities
consisting of parks, tecreation centers, slopes, hiking and tiding trails, fencing, lighting and landscaping on the various
pottions of the common property (“LARMAC Property”) owned, operated, managed and maintained by the Ladera
Ranch Maintenance Corporation (“LARMAC’). LARMAC is also allowed to provide services authorized in the
Master Declaration of Covenants, Conditions and Restrictions, and Reservation of Easements for Ladera Ranch
(“Master Declaration’).
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Covenant Hills;
Sky Ranch at Covenant Hills is located within the gated area known as “Covenant Hills”. 1f completed as proposed,
Covenant Hills will contain 1,006 residences, including custom and semi-custom homesites, as well as detached and

attached single family homes, and condominiums. There is no assurance that Covenant Hills will be completed as
proposed.

Covenant Hills Special Benefit Area. Portions of LARMAC Property ate maintained by LARMAC for the benefit of
those lots of condominivms which derive primaty benefit from these areas. These lots and condominiums are a part
of a “Special Benefit Area”. The lots and condominiums within Covenant Hills are included in the “Covenant Hills
Special Benefit Area” The LARMAC Property which primarily benefits the Covenant Hills Special Benefit Area
includes the gate facilities (described below), attendant setvices, slope maintenance, ]andscaping, streets, storm drains,
lighting and related utilities. For additional information on the Covenant Hills Special Benefit Area and the anticipated
assessments thereunder, please refer below to the section of this Public Report entifled “MAINTENAN CE AND
OPERATIONAL EXPENSES.”

for persons, petsonal property ot homes within Covenant Hills. All of the Members of LARMAC (and not just those
Members who own a Iot or condominium in Covenant Hills) have the right to access Covenant Hills through the
Gate Facilities and to utilize the streets, walkways and other LARMAC Property within Covenant Hills. Further,
Covenant Hills is bordered by 2 community trail that is open to the public, and, accotdingly, users of the trail may
access Covenant Hills and as such, Neighborhood Builder, Master Developer, nor LARMAC has any obligation to
actively work to prevent members of the public from entering Covenant Hills.

statfing of the Gate Facilities ot the houts of staffing of the Gate Facilities. The petsonnel attending the Gate Facilities
do not provide secutity, privacy or protection for persons, personal propetty, ot real property, including the homes
in Covenant Hills. Master Developer, Neighbothood Builder and LARMAC do not, and will never, undertake to
provide secutity for the benefit of any owner, their property or guests; nor will Master Developer, Neighborhood
Builder or LARMAC make any representation or warranty whatsoever (implied or explicit) concetning the security,
ptivacy or safety of the lots, homes and condominiums or any portion of Covenant Hills or any owner, resident,

developed.

The Gate Facilities have been conveyed to LARMAC, however the Master Developer has reserved the tight to control
all aspects of the operation of the Gate Facilities (including, but not limited to, placing or removing an attendant,
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LARMAC Property. AsaMember of LARMACG, each owner of a lot, homesite of condominium within I.adera Ranch
is provided easements to use the streets (subject to certain patking restrictions set forth in the Governing Documents
as such term is defined in the Master Declaration) which have been conveyed to LARMAC. Lot BC (Catalina Vista
Road) is not complete, open for use nor conveyed to LARMAC. Therefore, the Master Developer and the
Neighbothood Builder have provided LARMAC (and, indirectly each member of LARMAC) with an easement for
limited access to the lots along this street. This easement will terminate upon the conveyance of the street to
LARMAC.

Interests to Be Conveyed: You will receive fee title to 2 specified lot together with a membership in LARMAC and
tights to use the LARMAC Property.

Right of Ingpection: Notwithstanding any provision in the Purchase Contract to the contrary, you, as a prospective
purchaser, have the right to negotiate with the Neighbothood Builder to allow an inspection of the property by you
ot your designee under terms mutuaily agreeable to you and the Neighbothood Builder.
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Sale of All Residences; The N eighbothood Builder has indicated its intent s to sell all of the residential lots in Sky

Ranch 2t Covenant Hills; however, any ownet, including the Neighborhood Builder, has 2 legal right to rent or lease
the lots,

Continuying Development: THERE IS NO ASSURANCE THAT SKY RANCH AT COVENANT HILLS,
COVENANT HILLS OR LADERA RANCH WILL BE COMPLETED AS PROPOSED OR PURSUANT TO

PRODUCT LINES, ENLARGE OR DECREASE THE SIZE OF RESIDENCES AND HOMESITES, ADDING
LARGER, SMALLER OR DIFFERENTLY DESIGNED MODELS OR CHANGING (PARTIALLY OR IN
TOTAL) DESIGNS AND/OR MATERIALS, AT ANY POINT DURING DEVELOPMENT.

TOPOGRAPHICAL MAPS IN THE SALES OFFICE, LOT PLOTTING MAPS, MAPS OFFERED BY
MASTER DEVELOPER OR NEIGHBORHOOD BUILDERS AND OTHER FORMS SHOWING
“COMPLETE” PROJECTIONS DO NOT NECESSARILY COMMIT THE MASTER DEVELOPER OR THE
NEIGHBORHOOD BUILDER TO COMPLETE SKY RANCH AT COVENANT HILLS, COVENANT HILILS

INCLUDING OTHER NEIGHBORHOOD BUILDERS.

MANAGEMENT AND OPERATION

=l N AND OPERATION
LARMAC Governing Documents: LARMAC, of which you become a member at the time of purchase, governs,
manages, maintains and operates Ladera Ranch in accordance with the Master Declaration, the Articles of
Incorporation (“Articles™), and the Bylaws, other Governing Documents (as defined and described in the Master
Declaration) and applicable law. You should review each of these documents catefully.

recorded on April 21, 2005 as Instrument No, 2005000304858, of Official Records of Orange County, California, all
as may be amended ot further supplemented. Additionally, all Sky Ranch at Covenant Hills residential lots and
LARMAC Property, if any, will be identified as 5 phase of Sky Ranch at Covenant Hills with a “Notice of Phase™
recorded in Orange County Official Records. A Notice of Phase recorded for Phase 5 (Lot 20) on July 12, 2019 as
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Instrument No. 2019000249701; and Notice of Phase recorded for Phase 6 (Lots 21, 22 and 31) on July 12, 2019 as
Instrument No. 2019000249704.

Sky Ranch at Covenant Hills is also subject to the Amended and Completely Restated Custom Homesite Declaration
of Covenants, Conditions and Restrictions and Reservation of Easements for Covenant Hills which recorded on April
22, 2004 as Instrument No. 2004000342189, as supplemental by Supplemental Custom Homesite Declarations of
Covenants, Conditions and Restrictions and Reservation of Easements for Covenant Hills (“Supplemental Custom
Homesite Declarations”) which have recorded in the Official Records of Orange County, California, all as may be
amended or further supplemented. The Supplemental Custom Homesite Declaration affecting: Lots 19, 20 and 23 of
Tract 16586 recorded April 15, 2019 as Instrument No, 2019000120491; and I.ots 21, 22 and 31 of Ttact 16586
tecorded on June 14, 2019 as Instrument No. 201 9000209104,

Documentation To Be Furnished: The Neighborhood Builder is required to make a copy of certain Governing
Documents available to you fot examination before execution of an offer to purchase a lot. A copy of the Governing

Section 11018.6) These documents contain numerous material provisions that substantially affect and control your
rights, privileges, use, obligations, and costs of maintenance and operation of Ladera Ranch. YOU SHOULD READ
AND UNDERSTAND THESE DOCUMENTS BEFORE YOU OBLIGATE YOURSELF TO PURCHASE A
LOT.

NOTE: WHEN YOU SELL YOUR LOT TO SOMEONE ELSE, YOU MUST GIVE THAT
PERSON A COPY OF THE MASTER DECLARATION, THE ARTICLES, AND THE
BYLAWS OF LARMAC AND A TRUE STATEMENT CONCERNING ANY
DELINQUENT ASSESSMENTS, PENALTIES, ATTORNEYS FEES OR OTHER
CHARGES, PROVIDED BY THE MASTER DECLARATION OR OTHER
GOVERNING DOCUMENTS ON THE LOT AS OF THE DATE THE STATEMENT
WAS ISSUED.

WARNING: IF YOU FORGET TO DO THIS, IT MAY COST YOU A PENALTY OF $500.00 — PLUS
ATTORNEY’S FEES AND DAMAGES (CIVIL CODE SECTION 4540).

The Neighbothood Builder stated each individual purchaser will be furnished with the Department of Real Estate
reviewed LARMAC budget as described below under the section entitled “MAINTENANCE AND
OPERATIONAL EXPENSES”

Additionally, the Neighborhood Builder must maintain and deliver to LARMAC the specific records and materials
listed in Real Estate Commissioner’s Regulation 2792.23 within the stated time period. These records and materials

Declaration of Dispute Resolution Procedures; Your lot will be subject to a Declaration of Dispute Resolution
Procedures for Sky Ranch, recorded October 26, 2018 and Instrument No. 201 8000387725, and a Supplemental
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Declatation of Dispute Resolution Procedures for Sky Ranch (Phase 5) recorded July 12, 2019 as Instrument No.
2019000249703, and 2 Supplemental Declaration of Dispute Resolution Procedures for Sky Ranch (Phase 6) tecorded
July 12, 2019 as Instrument No. 2019000249706, all in Official Records of Orange County, California.

Solar Declaration: Your lot will also be subject to a Declaration of Solar Enetgy Covenants and Restrictions for Sky
Ranch, recorded October 26, 2018 as Instrument No. 201 8000387882, and a Declatation of Annexation to Solar
Enetgy Covenants and Restriction for Sky Ranch (Phase 5) tecorded July 12, 2019 as Instrument No, 201 9000249702,
and 2 Declaration of Annexation to Solar Enezgy Covenants and Restriction for Sky Ranch (Phase 6) recorded July
12, 2019 as Instrument No. 2019000249705 (“Solar CC&Rs”), all in Official Records of Orange County, California.
Provisions in the Solat CC&Rs prohibit the shading of a Solar Array by trees and other Improvements. Some lots in
ot surrounding the Neighbothood may not be subject to the Solar CC&Rs or comparable restrictions meaning a
neighboring property may petform “prohibited” actions (such as grow larger trees, etc.) that can shade your system,
rendeting it less effective or non-effective.

Purchasers are advised to review and thoroughly investigate all of the terms and possible outcomes of purchasing a
home with these restrictions prior to entering into a commitment to purchase.

PURCHASERS SHOULD AILSO CONSULT WITH THEIR LEGAL ADVISOR FOR A BETTER
UNDERSTANDING OF THI SOLAR PLAN COMMITMENT.

FOR MORE INFORMATION REGARDING SOLAR PROGRAMS, PURCHASERS ARFE DIRECTED TO
THE WEBSITE AT: www.gmat&ma!iéamia. ca.900.

MAINTENANCE AND OPERATIONAL EXPENSES
AV VUIERA TTONAL EXPENSES
LARMAC to Levy Assessments: LARMAC has the right to levy assessments against you for management,
opetation and maintenance of the LARMAC Property and other purposes. Your control of operations and expenses
is limited to the right of your elected representatives to vote on certain provisions at LARMAC meetings. Fach year,
LARMAC is requited to adopt a budget and distribute it to all Owners. If it is necessary to adjust the annual budget
to meet increases in expenses, LARMAC’s Board of Directors has the authotity to increase Regular Assessments
(including those for the Special Benefit Areas) up to 20% higher than the previous annual assessment. Any increase
of 20% ot mote would require approval of a vote of the membership (Civil Code Section 5605(b)) and, if homes are
still being sold by Neighbothood Builders, review of the budget by the Department of Real Estate.

LARMAC Budget: The Association Board adopted operating budget (“LARMAC Budger’) for the management,
maintenance and opetation of LARMAC, the LARMAC Property and for long-term reserves was reviewed by the
Department of Real Estate in April, 2020.

The Association Board has adopted a LARMAC Budget for fiscal year 2019-20 which indicates a monthly assessment
against each subdivision interest of $181.00 of which $24.34 is to be used as a monthly contribution toward long-tetm
reserves, and not used to pay for current operating expenses. You should obtain 2 copy of the current LARMAC
Budget from the Neighborhood Builder.

Covenant Hills Special Benefit Area Assessment. The residences within Covenant Hills are also subject to the
Covenant Hills Special Benefit Area Assessment. This Special Benefit Area Assessment is levied by LARMAC to pay
the common expenses incurred to manage, operate, maintain, repair and teplace the Gate Facilities, attendant services,
streets, lighting, sidewalks, landscaping (including lazge landscaped slopes and fuel modification zones), and other

improvements owned or opetated by LARMAC and designated as being part of the Covenant Hills Special Benefit
Area.
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The Association Board adopted budget for the management, maintenance and operation of all of the Covenant Hills
Special Benefit Area and for long-term reserves was reviewed by the Department of Real Estate in April, 2020. The
Association Board has adopted a budget for the Covenant Hills Special Benefit Area for fiscal year 2019-20 which
indicates a monthly assessment against each subdivision interest of $250.00 of which $45.21 is to be used as a monthly
conttibution toward long-term tesetves, and not to be used to pay for current operating expenses. You should obtain
a copy of the current Covenant Hills Special Benefit Atea budget from the Neighbothood Builder.

LARMAC may increase or decrease assessments at any time in accordance with the procedure prescribed in the Master
Declaration or Bylaws. In considering the advisability of a decrease (ot a smaller increase) in assessments, cate should
be taken not to eliminate amounts attributable to reserves for replacetnent ot major maintenance.

NOTE: THE BUDGET INFORMATION INCLUDED IN THIS PUBLIC REPORT IS APPLICABLE AS OF
THE DATES OF BUDGET REVIEW AS SHOWN ABOVE. EXPENSES OF OPERATION ARE DIFFICULT
TO PREDICT AND EVEN IF ACCURATELY ESTIMATED INITIALLY, MOST EXPENSES INCREASE

OF LIVING, INCLUDING, BUT NOT LIMITED TO, COSTS ASSOCIATED WITH UTILITIES AND
LABOR. YOU SHOULD BE AWARE OF THE POSSIBLE AFFECT THESE INCREASES MAY HAVE ON
YOUR ABILITY TO PAY THESE ASSESSMENTS.

Utility Rates: The utility rates used for the calculations within the above referenced budgets ate based on
information available at the time of the budget review dates {as shown above). Incteases in assessments may be
required as 2 measure to provide adequate funds to compensate for potential utility rate increases.

LARMAC Financial Information to be Provided Purchager: In addition to other documentation provided to

each prospective putchaser, putsuant to Business & Professions Code Section 11018.6, a copy of the current financial
information and related statements, to the extent available, which includes an assessment and reserve funding
disclosure required by Civil Code Section 5300(b), and as specified in Civil Code Section 5565, as well as a statement
concetning any delinquent assessments and related charges as provided by the Governing Documents associated with
the LARMAC Budget as well as the Covenant Hills Special Benefit Area must be made available for examination by
you before the execution of an offer to purchase a lot. A copy of this financial information must also be given to you
as soon as practicable before close of escrow.

If the delinquency and funding disclosute provided to you indicates that delinquencies in the payment of assessments
by Members of LARMAC ate mote than 10% less than scheduled income for LARMAC’s assessments you should
contact the Department of Real Estate before proceeding with your purchase.

THE ABILITY OF LARMAC TO PERFORM ANY OR ALL OF ITS RESPONSIBILITIES IS AFFECTED IE
THE ASSESSMENTS LEVIED BY LARMAC PROVE INSUFFICIENT TO PROPERLY MAINTAIN,
OPERATE, REPAIR OR REPLACE THE LARMAC PROPERTY IMPROVEMENTS, (INCLUDING
IMPROVEMENTS WITHIN THE COVENANT HI LS SPECIAL BENEFIT AREA), AND/OR THERE IS A

AREA ASSESSMENTS, OR BOTH, OR LEVY ONE OR MORE SPECIAL ASSESSMENTS IN
ACCORDANCE WITH THE GOVERNING DOCUMENTS IN ORDER TQO PROVIDE SUFFICIENT
FUNDING OR, AS AN ALTERNATIVE, LARMAC MAY DECIDE TO DEFER MAINTENANCE OR
REDUCE ASSOCIATION SERVICES. SHOULD THIS OCCUR, IT MAY AFFECT YOUR DESIRE TO
PURCHASE OR ABILITY TO FINANCE.
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YOU SHOULD PAY SPECIAL ATTENTION TO THIS FINANCIAL INFORMATION AS IT PERTAINS TO
CURRENT AND POSSIBLE FUTURE FINANCIAL OBLIGATIONS AFFECTING ALL MEMBERS OF
LARMAC OR COVENANT HILIS. IF YOU DO NOT UNDERSTAND THE CONTENTS OF THESE
FINANCIAL DOCUMENTS, YOU MAY WISH TO CONSULT WITH YOUR OWN PROFESSIONAL
ADVISORS.

Commencement and Collection of Assessments: Regular Assessments and Covenant Hills Special Benefit Area
Assessments for LARMAC will commence on all lots in a Phase of Sky Ranch at Covenant Hilis following the
conveyance of the first lot in the Phase. The N eighbothood Builder must pay assessments to LARMAC for all unsold
lots in the Phase subject to assessments (Regulations 2792.9 and 2792.16). As of the date of this Public Report,
Regular Assessments and Covenant Hills Special Benefit Area Assessments are being levied monthly.

Neighbothood Builder’s Assessment Security: The Neighbothood Builder has posted a bond as pattial security
for the obligation to pay these assessments, The govemning body of LARMAC should assute itself that the
Neighbothood Builder has satisfied these obligations to LARMAC with respect to the payment of assessments before
agreeing to a release or exoneration of the security.

Community Enhancement Fee ecement: A Community Enhancement Fee Agreement (“CEF Agreement”)
that encumbers Sky Ranch at Covenant Hills was tecorded on April 21, 2005 as Instrument No, 2005000303763, in
Official Recotds of Orange County, California. Each lot encumbered by the CEF Agreement is bound by the terms
of the CEF Agteement. Pursuant to the CEF Agreement, a Community Enhancement Fee equal to a specified
percentage of the total sales price is paid on “transfers” of lots encumbered by the CEF Agreement. The Community
Enhancement Fee is payable to Ladera Ranch Community Services, a California nonprofit public benefit corporation,

Neighborhood Builder’s Assessment Security: The Neighbothood Builder has posted a bond as partial security
for the obligation to pay these assessments. The governing body of LARMAC should assute itself that the

Neighbothood Buildet has satisfied these obligations to LARMAC with respect to the payment of assessments before
agreeing to a release or exoneration of the secutity.

Community Enhancement Fee Agreement: A Community Enhancement Fee Agreement (“CEF Agreement”)
that encumbers Sky Ranch at Covenant Hills was recorded on April 21, 2005 as Instrument No. 2005000303763, in

Official Records of Orange County, California. Each lot encumbered by the CEF Agreement is bound by the terms
of the CEF Agreement. Pursuant to the CEF Agreement, a Community Enhancement Fee equal to a specified
petcentage of the total sales price is paid on “transfers” of lots encumbered by the CEF Agreement. The Community
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LAND USES AND HAZARDS

limited to, the following:

Adjacent Land Uses: Notth is Residential

South is Residential and Open Space
East is Residential
West is Residential and Open Space

Additional T.and Uses: The following uses or hazards exist within or near Ladera Ranch:
"  Fire Station 56 is located at the tersection of Antonio Parkway and Sendero Way.
n The Covenant Hills site was formerly used for agriculture;

*  Sendero Marketplace, 2 retail and commercial center, is located at the intersection of Antonio Patkway and
Ortega Highway.

* A 3 acre apartment site, known as Sendero Bluffs Apartments, is located on the northeast corner of Antonio

Patkway and Ortega Highway immediately east of the Sendero Marketplace retail site. The site includes 107
units.

*  Sendero Gateway Apartments is located at the southeast cotnet of La Pata Avenue and Ortega Highway and
includes 286 apartment homes.

n Reata Glen, 2 continued care retitement community, is being developed on the western side of Reata Road

north of Ortega Highway. The approximate 60-acte site is expected to include residential housing, recreation
facilities and a health centet.

"  Former TRW Capistrano Test Site closed in 2011 is located approximately 10 miles from Covenant Hills;

"  Mission Hospital Regional Medical Center is located approxitately 1.5 miles from Covenant Hills, Residents
may expetience noise and vibration caused by the ovetflight of helicoptets carrying patients to the Hospital's
trauma center;

*  During the development of Tadera Ranch and propetties in the vicinity of Ladera Ranch, there may be
substantial construction dust, noise and inconvenience associated with the construction activities;

"  Theteis a riding and hiking trail adjacent to Covenant Hills;

"  Cox Spotts Park is a 24 acte public sports park with lighted athletic fields approximately 1 mile from Covenant
Hills on Crown Valley Parkway;

" A Water Quality Basin is located approximately 1.5 miles from Covenant Hills in the Arroyo Trabuco open
space and the Hotno Detention Basin is located immediately adjacent to the Southwest area of Covenant Hills;
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1. Petroleum Pipeline Easement. The Kinder Motgan Enetgy Partnets (“BMEP*) owns fuel pipelines and
easements located west and south-west of the Community. Over 1,000 feet south of Ortega Highway, these lines
ctoss under La Pata Avenue and extend to a private roadway/SMWD access road and continue south to the City of
San Clemente/Camp Pendleton, Cutrently, there is an active sizteen (16) inch diameter fuel pipeline and portions of
an abandoned 10 inch diameter fuel pipeline that runs adjacent to the south-west boundary of Covenant Hills. This
is a high pressure pipeline that transports gasoline, diesel and jet fuels. Due to the proximity of such pipelines to the

mote information. Information about Kinder Morgan and its facilies is also available on the internet at:

Wiy, xéiﬂdemogaﬂ. Lo,

2. Eoothill Transportation Cortidor. I.adera Ranch is located in the vicinity of the Foothill Transportation
Corridor/State Route 241 (“SR-241°), a highway which, at the notth, is joined by the Eastern Transportation
Cortidor, which then leads to State Route 91 (the Riverside Freeway); and at the south, currently ends at Oso Parkway.
SR-241 is a toll road operated by the Foothill-Eastern Transportation Cortidor Agency (the “TCA”), a joint power
authority empowered to plan, finance, construct and operate Orange County’s public toll road system.

For more than 30 years, the TCA has been evaluating a vatiety of plans and proposals to extend SR-241 south from
its current terminus (Oso Patkvray) to a point of intersection with the 1-5 freeway (genetally in an area Proximate to
the Orange County/San Diego County line). However, the TCA has been unable to obtain all requisite govetnmental
approvals for any of the proposals advanced to date. Accordingly, the SR-241 has yet to be extended, and the TCA
is continuing its work to identify possible alternative / acceptable routes for continnation of the SR-241.

As of June 6, 2017, the TCA announced that it is consideting 18 different transportation proposals in relation to
improving notth-south mobility within southern Orange County. Certain of the proposals contemplate programs and
Imptovements that, if implemented, could have both direct and indirect impacts upon Ladera Ranch. For example,
“Ideas 9 and 18” (as ascribed by the TCA) involve a possible extension of the SR-241 that runs through a portion of
the open space immediately south and westerly of Covenant Hills (between Ladera Ranch and the Village of Sendero
and the City of San Juan Capistrano) and connecting to another toll road maintained by the TCA (ie., SR-73). More

whether these — or any other — ptoposals are prefetted. It is possible that some of the TCA’s cutrent proposals will
be tejected; similarly, it is possible that the TCA may develop mote proposals for consideration. However, any
proposal(s) the TCA ultimately selects is/are expected to be subject to formal review processes requited by State and
Federal laws and regulations. Also, because the TCA operates independently from the Neighborhood Builder and
Master Developet, neither will necessarily have access to any information sooner than Buyer.

®  Siguificance to Ladera Ranch. Any proposal by the TCA to extend the SR-241 could have direct impacts
upon Buyer, the Lot and Ladera Ranch, some greater than othets. As such, each Buyer should carefully
consider the potential effects on Buyer, his/het Lot and Ladera Ranch in the event of possible future
actions by the TCA in relation to the SR-241 and other possible mobility strategies advanced by the TCA.

® Caveat. This disclosure provides an ovetview of some issues concerning continuation of the SR-241 and
the activities of the TCA. Because the status of SR-241 (specifically) and the TCA’s planning efforts
(generally) change frequently, by agreeing to purchase a Lot you agree to research these issues to your
satisfaction and not tely on the information in this Public Reportt priot to purchase. Master Developer
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and Neighborhood Builder cannot predict if or when a final decision will be made regarding possible
extension of the SR-241, or whether the TCA may putsue and adopt any other mobility sttategy. Further,
neither Master Developer nor the Neighborhood Builders make any warranty or representation as to (i)
the future extension of the SR-241, (ii) the TCA’s identification, evaluation and putsuit of any particular
mobility program, and (jii) the impact(s) of said extension / program(s) upon Buyer, the Home or I.adera
Ranch. Master Developet, the NI eighborhood Builders and LARMAC have no control over the TCA and
its actions in connection with the SR-241 or otherwise. Furthermore, Master Developet, the
Neighborhood Builders and LARMAC are not obligated to notify you concerning any activities or updates
relative to the SR-241 or the TCA. For mote detailed information regarding the SR-241 and the TCA’s
plans and activities, please contact the TCA at (949) 754-3400 or visit bap:/ [ thetollroads.com  or

bt/ / getmovinpoc.com/ .

3. Los Patrones Parkway. Located to the east, on the eastern edge of the Village of Esencia in the community
of Rancho Mission Viejo, construction is underway to futther facilitate north-south travel in south Orange County.
Named “Los Patrones Patkway”, this 4lane attetial extends south approximately 4.5 miles from Oso Patkway to Cow
Camp Road. The Transportation Corridor Agencies and Orange County Public Wotks have plans to build an

4, Cow Camp Road. Cow Camp Road starts at Antonio Patkway and runs easterly approximately 1.3 miles to
its current terminus at Esencia Deive, Currently, Cow Camp Road is 2 four lane road, with two lanes in each direction
and a turn lane at signalized intersections. Cow Camp Road will be extended and expanded to carty more traffic.

Highway at 2 point approximately 2.5 miles east of its current endpoint. As a result, Cow Camp Road is expected to
serve as the area’s major east-west atterial roadway. Traffic on Cow Camp Road will increase over the next few years
and this increased traffic is expected to flow onto Antonio Parkway, Ortega Highway, La Pata Avenue, and other
regional roadways in the area.

5. Roadways and Major Thoroughfares in the Surtounding Area. Thete ate several other significant roads,
highways and freeways located near Ladera Ranch:

* Antonio Parkway. Antonio Patkway borders Ladera Ranch on the east. Antonio Parkway begins in Rancho
Santa Matgarita and ends at Ottega Highway. This road is a major alternative commuter route to the
Interstate 5 Freeway at Ortega Highway or Crown Valley Patkway for the communities of Ladera Ranch,
Las Flores, Coto de Caza, Rancho Mission Viejo and Rancho Santa Mazgarita. Due to the alignment of
O'Neill Drive, it is anticipated that vehicles may use O’'Neill Drive as an alternative route when travelling
from/to Crown Valley Parkway to/from Antonio Patleway; such additional use of O’Neill Drive will result
in increased noise and traffic within Iadera Ranch on O'Neill Drive.

* Qrtega Highway. The City of San Juan Capistrano is planning on widening the portion of Ortega Highway
within the City. The City is on hold with the design phase of this process. The new interchange with the
-5 freeway has been completed. Also, Caltrans has performed minor widening for shoulder improvements
for Ortega Highway, east of Antonijo Parkway.
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* Crown Valley Parkway. Fast of Antonio Parkway, Crown Valley Patkway is shown on the Master Plan of
Arterial Highways as extending across the future extension of the Foothill Transportation Corridot to the
current teeminus of Oso Patkway. However, at this time, thete ate no plans implementing this proposal and

proposal will be implemented.

* La Pata. The extension of La Pata Avenue from Ortega Highway to the City of San Clemente has been
under construction since spting 2014. ‘The first phase of this roadway extension was opened to drivers in
2016.

The above mentioned roadways may generate noise, traffic, air pollution, or other effects that Putchaser may consider
dettimental or unacceptable. Extensions and expansions of some or all of these roads may occur in the future, The
construction, expansion and extension of any of these roadways will impact Ladera Ranch. Puschaser is encouraged
to investigate these roadways and consider the Impact if any is expanded or modified before agreeing to purchase a
lot. Purchaser should teview any disclosures regarding these roadways provided by their Neighborhood Builder.

6. Annexation to a City. Ladera Ranch is cutrently located within an unincorporated portion of the County.
Cutrently, no sphete of influence extends over Ladera Ranch not is there any annexation activity proposed. Master.
Developet and LARMAC make no representations, warranties or guatantees regarding (i) whether any or all of Ladera
Ranch will be annexed to a city, (i) the timing for any potential annexation, (jii) conditions that may be imposed on
development befote or after annexzation to a city; and (iv) the impact of any annexation on Ladera Ranch.

easement identifies the activities and uses that are petrmitted and prohibited within the Conservation Ares. The
Reserve at Rancho Mission Viejo, a California non-profit organization (“The Reserve®), holds the consetvation
casement. The Reserve is not controlled by the Master Developer, LARMAG of any otganization affiliated ot
associated with Covenant Hills of Ladera Ranch.

In general, use of the Conservation Area by the public is strictly limited to utilization of the regional and community
hiking/riding trail located within the bounds of the Conservation Area. The trail is maintained by LARMAC; the
location of the trail is subject to change and/or closure without notice to you. Residents must be aware that some
portions of the trail are located in wildlife areas and habitats; thus, wildlife and other animals living in the area of the
tall may be present at any given time. Residents must take special cate to protect children and pets from encounters
with wildlife. Furthermore, residents must avoid engaging in any activities upon the trail or in proximity to the
Conservation Area that could harm or otherwise adversely affect the protected habitat resources located on and within
the Consetvation Atea.
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yout safety or the safety of your family, guests, invitees, animals, tenants, agents ot employees when they are in and
around the Sienna Botanica.

9. Street Trees. Master Developer and the Neighbothood Buildets intend to plant trees adjacent to the streets
and in other locations shown on exhibits to the Supplemental Declarations. These street trees may be located on a lot
ot condominium or adjacent to 2 lot or condominitm within the County’s rght-of-way or a LARMAC-owned private
street and will be assigned to lots or condominfums in Supplemental Declarations. The Owner of the lot of
condominium assigned to each street tree(s) will be responsible for itrigating, feeding, maintaining, repairing and
replacing the street tree(s) assigned to them, LARMAGC will be responsible for timming the street trees. Pursuant to
Section 9.1.2 of the Master Declaration, any Owner who fails to maintain the assigned street tree(s) will be charged
fines and fees for the maintenance and/or replacement of said street tree(s). The Owner will be lizble to LARMAC
for the payment of these fines and fees. The Owner assigned to each street tree(s) will not have the right or option to

assigned significantly larger street tree areas than other lots. You should review the Supplemental Declaration for the
home you are putchasing to determine whether you will be obligated to maintain a street tree area.

10. SMWD Water Facilities.

a. Water Tanks. Two underground water tanks and 2 pumping station have been constructed by Santa
Mazgarita Water District (“SMWZIr’) in Covenant Hills at the end of Bell Pasture Road on Lots 81 and 82 of Tract
No. 15985. The underground water tanks ate constructed of conctete and steel. One holds about 5 million gallons of
domestic potable water. The other holds about 1 million gallons of non-domestic ot reclaimed water. Catastrophic
damage to a water tank (such as that caused by a major earthquake) could cause flooding of residences located
downhill from the water tanks.

A park operated by LARMAC is located on top of the water tanks. Use of the site as a park is subject to approval by
the California Department of Public Health which may be withdrawn at any time. During times of heightened security
levels SMWD may limit or restrict access to the patk. The park atea above the tanks is subject to the control of

the southetly Fox Hole Road cul-de-sac, The building is visible from Bell Pasture Road, Fox Hole Road, Columnar
and other nearby streets. Enclosed within the masonty type structute are the following items: seven pumps in two
separate groups (4 recliimed and 3 domestic water), a pressure reducing facility, chloramination disinfection
equipment, electrical systems, air compressots, 2 rest room and a diesel powered emergency generator. Appurtenances
that are visible outside the building within the fenced in site include: a diesel fuel storage tank, two large surge
supptession tanks, telemetry/communication components, electrical equipment, drainage and below ground
structures and vaults all accessed across a large asphalt pavement area. Operation of the power generator engine and
appurtenant equipment such as exercising the sutge tank air relief valves, pipe flushing, site wash downs and other
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You should contact SMWD if you have any additional questions. Master Developer, Neighborhood Builders and
LARMAC have no control over the use, maintenance ot care of the water tanks or any future use of SMWD property.

b. Water Pressure Reducing Stations. Five water pressute teducing stations (“Stations”) are located in
Ladera Ranch. The Stations maintain water pressute and help distribute water in Ladera Ranch. The Stations are
located near the corner of Windmill and Sienna, near the comer of O'Neill Drive and Roanoke, near the south side
of O’Neill Drive just west of Hydrangea and on Sienna Drive near O'Neill Drive. One Station is inside a combined
pump station building located ricar Bell Pasture Road next to the south end of Fox Hole Road. The Stations are
fenced and gated, but they may be visible from some homes in Ladera Ranch. Persons in the vicinity of these Stations

water tanks, or for your safety, or the safety of your family, guests, invitees, animals, tepants, agents or employee or
any future use of the SMWD property.

C. Lift Stations and Other Sewer Improvements. SMWD operates a lift station north of the intersection
of Crown Valley Patkway and O’Neill Drive. The lift station pumps raw sewage through underground pipes to the
south. The route is from the lift station, through a force main extending southerly through the Oak Knoll spotts patk
and crossing Crown Valley Parkway to a high point manhole on Cecil Pasture, A gravity trunk sewer then flows from
the high point easterly to O’Neill Drive, then south on O’Neill Drive to Natrow Canyon, down Narrow Canyon
(through Terramor), past an abandoned temporaty lift station at the intersection of Ethereal Road and Narrow
Canyon Road, through Covenant Hills to the Homo Detention Basin area. The taw sewage is contained in

underground pipes. SMWD opetates a sewage lift station facility in the Homo Basin area. The Horno Basin lift

pipelines tupture, use of the streets may be prohibited or severely testricted for an extended period of time while
clean up occurs, SMWD vehicles such as Vendor chemical delivety trucks, Vactor trucks, Roddet trucks, utility
vehicles, cranes and other equipment used to maintain SMWD facilities will travel the roads in and atound Ladera
Ranch as necessary to service SMWD facilities, Failure of SMWD facilities due to incidents such as flooding can cause
an uncontrolled release of liquids traveling through the lift stations and SMWD facilities.

manholes and gravity sewer lines. The permanent lift stations include permanent odor control facilities such as odor
scrubbers, scrubbes towers, blowers, chemical storage tanks and chemical solution pumps. Some of the chemicals
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that may be used to control odor include: ferrous chlotide, hydtogen peroxide, sodium hypochlorite, bioxide,
magnesium hydroxide, and PRI-SC FeCI2. These chemicals are stored on site.

You are advised that, periodically, you may expetience some odor from the sewer pipes and odor or noise from the
opetation of the lift stations. Diesel engine noise and exhaust will be produced frequently from weekly exercise of the
emergency generator system for the lift station. SMWD tnay perform maintenance or tepair of its lift stations and the

11 SMWD Water Tanks., SMWD also has two (2) water tanks located near Ladera Ranch, east of the Urban
Activity Center. These tanks will be visible from the northern areas of Ladera Ranch. The site was chosen by SMWD,
because it was determined to have the best geological conditions and the least sensitive habitat atez in the required
elevation. The water tank closest to the hillside is made of concrete and holds four million gallons of domestic,
potable water. The other water tank that is most visible is constructed of steel and holds four million gallons of non-
domestic, recycled ot reclaimed water.

You should contact SMWD if you have any additional questions. The Master Developet, Neighborhood Builders
and LARMAC have no control over the use, maintenance or care of the water tanks or any future use of SMWD
ptoperty.

12.  Telecommunijcation Facilities. Master Developer may establish or permit others to establish
telecommunication base stations or other facilities in Ladera Ranch or lands in the vicinity of Ladera Ranch. These
facilities may consist of antennas and electronic equipment. Because the antennae need to be high in the air, they most
likely will be located on towers, poles or rooftops. The height, sizes and locations of the facilities have not been finally
determined; however, the Master Developer has the right to place telecommunication facilities on much of the
LARMAC Property, without the consent of LARMAC. As of the date of this Public Report, a telecommunicaton
base station is operating in the Urban Activity Center; one is located in the Atrroyo Trabuco; and one is located at
Mission Hills Patk in Covenant Hills. Because telecommunication equipment emits electromagnetic tadiofrequency
(“RF") energy, some people have raised questions about the possible health effects of emissions. You should evaluate
the potential impact of these telecommunication facilities before purchasing a lot. You can obtain more information
about RF emissions from the following website at the Federal Communications Commission:

htip:/ [wmtmgay[ general{ radio-freauency-safety.

13."  Peaker Unit/SDG&E_Substation. SDG&E owns and Operates an electrical substation that provides
distributed power to Ladera Ranch and the surrounding communities. The site is located east of Antonio Patkway
between Avendale Boulevard and O’Neill Drive. In 2007, SDG&E and Wellhead Power Margatita, LLC proposed
adding 2 “Peaker Unif’ power plant to their existing substation facility, including the addition of a 46-megawatt,
natural gas turbine and generator designed to accommodate peak power needs during high use periods. In 2008,
SDG&E, Wellshead Power Matgarita, LLC and the County of Orange reached a compromise with 2 local community
otganization to place the project on hold. In Iate 2008 SDG&E, and Wellhead Power Margarita, LL.C filed an updated
agreement with the California Public Utilities Commission, which expressed an ongoing interest in the Ladera Ranch
site. Neither party, however, appeats to have made 2 new application for a peaker plant at this time.

14.  Electric Power Lines and Electromagnetic Fields. Flectric transmission and distribution lines are located
under streets in and adjacent to Ladera Ranch, Overhead electric transmission and distribution lines and poles are
located between Terramor and Covenant Hills and are visible from Covenant Hills. The lines ate located on top of
some hills in an area subject to an easement in favor of Southern California Edison Company. The easement area also
includes a trail system, native vegetation that may ot may not be ittigated and some green areas. The electric lines and
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distribution equipment are owned, operated and maintained by Southern California Edison Company ot San Diego
Gas and Electric. Power lines and transformers produce noise. Many people consider them to be unattractive. Power
lines and transformers produce extremely low-frequency electromagnetic fields (“ELF-EMF”) when operating. For
some titne, thete has been speculation in the scientific community about health risks associated with living neat ELF-
EMF sources. In 1992, the United States Congtess authotized the Electric and Magnetic Fields Research and Public
Information Dissemination Program (“EMF-RAPID Progtam”) to petform research on these issues and to analyze
the existing scientific evidence in otder to clarify the potential for health risks from exposure to ELF-EMF. In May

studies consist of both epidemiological studies (studies of exposure in human populations) and controlled laboratory
experiments on animal and cell models. While some epidemiological studies suggested some link between certain
health effects and exposure to ELF-EMF, the laboratory experiments did not supportt such a link. According to the
NIEHS report, the scientific evidence shows no clear pattern of health hazards from ELF-EMF exposure, and the
NIEHS teport did not find evidence of any link sufficient to recommend widespread changes in the design or use of
electrical transmission equipment. Howevet, because the evidence does mot clearly rule out any effect, NIEHS
advocated continuing inexpensive and safe reductions in exposure to ELF-EMF and endorsed current utility practices
regarding design and siting of new transmission and distribution lines. As of the date of this Public Repott, further
information on this subject is available from many sources including the following: (i) the EME-RAPID Program’s
website at huips:/ [ www.ndehs.nib.gov/ heaith/ topiss/ agents/ emf] indexc.cfm, and (i) San Diego Gas & Electric’s website
bittps:/ [ www. sdge.com/ more-information/ safety/ electric-safety/ electric-magnetic-fields/ web-emf-resources.

I5.  Landscape Maintenance Yard. A landscape maintenance yard is located near the Tetramor Club and will
be visible to portions of Ladera Ranch. Machinery and chemicals used in landscape maintenance may be stored there.
Maintenance activities at the site will generate noise above the level that may be expected in a typical residential
neighborhood.

16.  Aircraft Use and Intrusions. You acknowledge, understand and accept that Ladera Ranch may be impacted
by aircraft using one or more airports ot air bases, including without limitation, Camp Pendleton.

a. Camp Pendleton. To the southeast of Ladera Ranch is United States Marine Corps, Camp Pendleton
(“Camp Pendletor?’), an active year-round federal training facility for the United States Marine Cotps and Navy.
Ladera Ranch may be subject to noise and visual impacts resulting from training activities at Camp Pendleton at any
time and to significantly increased noise and visual impacts when the United States is pteparing for ot in the midst of
a war. Helicopter practice landing fields are located at Camp Pendleton, They are located approximately fifteen (15)
to twenty (20) miles from Iadera Ranch. The military also petforms offshore training at Camp Pendleton.

Persons in Ladera Ranch may expect to see aircraft and hear noise associated with overflight, especially low flying
helicopters, explosive ordnance and other militaty training activities. Weather conditions, such as low clouds and
Sanita Ana winds, may amplify live firing range noise impacts. These weather conditions may also amplify naval gunfire
off San Clemente Island such that the sounds seem to otiginate from Camp Pendleton. The training activities
conducted at Camp Pendleton are vital to the defense of the United States. Training at night is essential to the ability
of the Marine Corps to successfully carry out this mission. In ordet to limit the effects of night operations, night firing
of large caliber weapons and use of aviation otdnance normally has a self-imposed curfew of 10:00 p.m. However,
thete will be exceptions when Camp Pendleton must operate after 10:00 p-m. in order to meet operational
commitments, such as incteased training schedules during petiods when the United State is preparing for or engaged
in special operations ot war,

b. Stunt Plapes. Stunt planes have been seen using the airspace over and around the open space of
Ladera Ranch. You agree that (D) Master Developer, the N eighborhood Builders and LARMAC have no control over
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modification zones ate established by the County and the Orange County Fire Authority. Fuel modification zones are
made up of both a wet zone (irtigated), and a dry zone (non-irrigated), The County Fire Marshall tequires any material

According to the Orange County Fire Authority, installing a fuel modification zone provides an acceptable level of
. tisk from wild land fires. This allows a defensible space for fire suppression forces, and protects structures from
radiant 2nd convective heat, Typically, the fuel modification zone provides for an average of seventy feet (70°) of wet
zone with an additional fifty feet (50°) of dty zone where the vegetation is thinned to thirty feet (30°). Be advised that
the fuel modification zones teduce, but do not. elimi ate, the risk of fire from wild land or forest fires. The fuel
modification zones will not reduce the risk of damage from other types of fires. Where practical, the fuel modification
zones have been incorporated inito the landscaped areas within Ladera Ranch. These “all purpose” areas include lightly
landscaped areas and patks where they are adjacent to natural open space. Fuel modification zones will be visible

palette required by the County ate prohibited.

In some cases, special fire protection areas may be established on lots or condominiums. Owners with special fire

protection areas over theit lot or condomin; must comply with County structural, material and/or setback
requirements approptiate to the applicable zone.

18.  Rancho Mission Viejo. Rancho Mission Viejo is about 23,000 acres of land Iocated in Southeast Orange
County which is bordered by Camp Pendleton to the south and southeast, the Cleveland National F. orest and Caspers
Wilderness Area to the east and nottheast, and the communities of Coto de Caza, Ladera Ranch, Las Flores, Mission
Viejo, Rancho Santa Matgarita, San Juan Capistrano, and San Clemente to the west. Today, Rancho Mission Viejo is
composed of land that is being developed into the community of Rancho Mission Viejo as well as undeveloped farm

as mining operations that produce industrial sand; wholesale nurseties; and waste management facilities including a
wastewater treatment facility. The community of Rancho Mission Viejo is currently approved for the development
and construction of up to () 14,000 dwellings, (ii) 3,465,000 square feet of non-residential and urban activity center
uses, (i) 500,000 square feet of neighborhood center uses and (iv) 1,110,000 square feet of business park uses. As
currently planned, approximately forty percent (40%) of the approved dwellings ate to be dwellings restricted to
occupancy by at least one person who is 55 yeats of age or older. The approved development areas will be located
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on approximately 5,723 acres and approximately 16,960 acres have been identified for presetvation and protection as
open space.

Ladeta Ranch is proximate to the first Village of the Rancho Mission Viejo community, the Village of Sendeto.
Notably, the area along the southern edge of Covenant Hills is located adjacent to the northern edge of the Village of
Sendero. This Village is comptised of approximately 704 acres covering pottions of land located along the notthwest,
northeast and southeast cotners of Antonio Parkway and Ortega Highway. The Village of Sendero includes 1,227
residences. Approximately 240+ /- acres around the Village of Sendeto is permanent open space. The other portions
of land near the Village of Sendeto may be developed for any use allowed by the County. Currently, they are projected
to be developed as an additional residential area of the Rancho Mission Viejo community, common area and a
continuing care facility, Reata Glen. Plans for development of these areas may change at any time.

An office/retail center is located at the intersection of Ortega Highway and Antonio Patkway. The second Village of
the Rancho Mission Viejo community, the Village of Esencia, is Just over 1 mile east of the Village of Sendero and is
being developed along Cow Camp Road. The Village of Esencia is currently under construction and is comprised of
approximately 1,680 actes of land located along the northeast corner of Cow Camp Road and Chiquita Canyon Drive.
Cutrent plans for this Village contemplate development of apptoximately 2,516 residences and 461 apartments,
recreation facilities and parks, a day care facility, a school site and up to 510,000 squate feet of non-residential and
commercial uses. Approximately 824 acres around the Village of Esencia will be devoted to petmanent open space.

Esencia Sports Patk. Within the Village of Esencia, a spotts park has been built on 2 sjte containing approximately
28 actes at the northwest comer of Chiquita Canyon Drive and Esencia Drive. The patk includes tennis courts and
spotts fields with lights to accommodate night time play and evening events, a recreational Ppool, concession stands,
as well as event parking. It is anticipated that the lights within the sports park will be utilized nightly and may be

Future development of Rancho Mission Viejo is expected to add more residential neighbothoods and apartments,
schools, places of worship, child cate centers, other retail and industrial areas, neighborhood shopping plazas, mixed-
use business centets, recreational facilities, open space traversed by hiking/biking/equestrian trails and outdoor
gathering places. Additional Villages are proposed and may become a part of the Rancho Mission Viejo community.
Future Villages will vary in size. Some may be smaller than the Village of Sendero and composed ptimarily of homes;
othets may be much larger and could include hospital, civic center or farming areas. Each Village is expected to be
surrounded by open space. The Villages will be connected by roads, hiking and bike ttails and neighbothood electric
vehicle trails. The amount of time needed to complete Rancho Mission Viejo cannot be identified precisely; however,
generally speaking, development is expected to take approximately twenty to twenty-five years. While these Villages
may not be visible from Covenant Hills, Covenant Hiils may be impacted by additional traffic and other tesults of
development of these areas,

You can obtain mote information about Rancho Mission Viejo at bp:/ / ranchomissionvigio.com/. Because development

Public Repott will be carried out, or that proposed, or existing uses will not change in the future. Future development
ot described hete may occur and proposed uses may change.

YOU SHOULD FAMILIARIZE YOURSELF WITH THE AREAS SURROUNDING YOUR LOT AND
LADERA RANCH BEFORE SIGNING A PURCHASE CONTRACT.
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CIVIL CODE SECTION 1103 STATUTORY DISCLOSURES
California Civil Code Section 1103 et seq. contains vatious disclosures addressing certain Natural and Environmental

petson or five days after delivery by deposit in the mail to terminate the offer to purchase by delivery of a written
notice of termination to the N eighborhood Builder or the Neighborhood Builder's agent.

The Neighborhood Builder has provided the following information:

* Natural Hazards: The Neighborhood Builder will provide to each purchaser of a lot 2 “Natural Hazard
Disclosute Statement” as presctibed by Civil Code Section 1103.2, The Neighborhood Builder has advised
that all or portions of Sky Ranch at Covenant Hills are located within “Natural Hazard Areas” designated as:

a Seismic Hazard Zone.

Additionally, since purchasers ate not tequired to receive a separate disclosute for property owned by LARMAC, you
should also contact LARMAC tegarding any potential assessment increases due to additional insurance costs
associated with any Natural Hazard Areas which may affect the LARMAC Property.

and a healthy agricultural sector. Customary agricultural practices in farm operations may include, but are not limited
to, noise, odors, dust, Hght, insects, the operation of pumps and machinery, the storage and disposal of manure, bee
pollination, and the ground or aerial application of fertilizers, pesticides, and herbicides. These agricultural practices
may occur at any time during the 24-hour day. Individual sensitivities to those practices can vary from petson to
petson. You may wish to consider the impacts of such agticultural practices before you complete your
putchase. Please be advised that you may be barred from obtaining legal remedies against agricultural practices

conducted in a manner consistent with proper and accepted customs and standards putsuant to Section 3482.5 of the
Civil Code or any pertinent local ordinance.
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TITLE
Preliminary Report: A preliminary report will be issued by the title insurer to reflect those items that affect the

special taxes, easements, mechanic's liens, monetary encumbrances, trust deeds, utilities, rights of way and some of
the Governing Documents. In most instances, copies of documents can be provided to you upon request.

Easements: Easements for utilities and other purposes are shown on the title repott and subdivision map recorded
as Tract No. 16586, in Book 858, Pages 29 through 44, inclusive, in Miscellaneous Maps, Official Records of Orange
County, California.

Adjustments to the original recorded subdivision map may be by lot line adjustments or other recorded instruments.
You may ask the Neighborhood Builder about any such adjustments. If your purchase is subject to a lot that has
been adjusted, this information will be included in your title policy.

Private Street Agreement and Grant of Access Easement for Sky Ranch at Covenant Hills Phases 1 through
6: A Private Street Agreement and Grant of Access Easement for Catalina Vista Road within Sky Ranch at Covenant

Hills was recorded on July 18, 2018 as Instrument No. 2018000261809 in Official Records of Orange County,
California. LARMAC, Neighborhood Builder and the Master Developer have entered into the Private Street

>

ptivate street must be maintained in a safe, clean condition comparable to streets in the surrounding areas and insured.

Mineral Rights: You will not own the water, mineral, oil, and gas rights under yout land. These have been reserved
as pet your grant deed. The right to surface entry has been waived.

REAL PROPERTY TAX BILL
ST IRVITNLIY FTAX BILL
Regular Taxes:

As reported by the County of Orange, the 2019-2020 tax rate for the property consists of two levies: (1) 1.00350%
levy on the value of land and improvements, and (2) a 0.08940% levy on the value of land only. This rate does not
include any of the special taxes or assessments telating to Ladera Ranch facilities, assessment or lighting districts
described below which ate billed and collected by the County Tax Collector. The Neighbothood Builder will provide
you with 2 sample estimated property tax analysis for the current tax yeat.

For the purchaser of a lot in Sky Ranch at Covenant Hills, the full cash value of the lot will be the valuation, as
reflected on the tax roll, determined by the county assessor as of the date of purchase of the Iot or as of the date of
completion of an improvement affecting the property if that occurs after the date of putchase.

Your Policy of Title Insurance will be issued subject to the exception of any supplemental taxes assessed putsuant to
Chapter 4989, Statutes of 1983 of the State of California. The new valuation of the lot putchased by you will be
placed on the assessment roll and added taxes will be due and should be collected on of after the close of escrow and
as set forth below.

The Tax Collector will issue 2 supplemental tax bill to you showing the amount of supplemental taxes due. It is your
tesponsibility to pay these supplemental bills directly to the Tax Collector. The taxes are due when the supplemental
bills are mailed. Depending on the time of year that your escrow closes, you tnay receive one ot two such supplemental
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Notice of Your ‘Supplemental’ Property Tax Bill: California property tax law requires the Assessor to zevahue
real property at the time the ownership of the property changes. Because of this law, you may receive one or two
supplemental tax bills, depending on when your loan closes. The supplemental tax bills ate not mailed to your lender.
If you have arranged for your propetty tax payments to be paid through an impound account, the supplemental tax
bills will not be paid by your lender. It is your responsibility to pay these supplemental bills directly to the Tax
Coliector. If you have any questions concerning this matter, please call your local Tax Collector’s Office.

Special Taxes & Assessments:
Community Facilities District No, 2004-1. Sky Ranch at Covenant Hills lies within the boundaries of Community

Facilittes District No. 2004-1 created by the County of Otange putsuant to the Mello-Roos Community Facilities
District Act of 1982, as amended, and will be subject to any taxes, assessments and obligations theteof The
Neighbothood Builder must provide purchasers with a disclosure entitled “Notice of Special Tax, Community
Facilities District No. 2004-1” ptot to a purchaser entering into a contract to purchase. This notice contains
important information about the district's functions, purchaser’s obligations, rights of the district and information on
how to contact the district for additional materials. Putchasers should thotoughly understand the information
contained in the notice prior to entering into a contract to purchase. This special tax appears on the yearly property
tax bill and is in addition to the rate described in the section of this Public Repott entitled “Regular Taxes”.

Community Facilities District No. 98-2: Sky Ranch at Covenant Hills lies within the boundaties of Community
Facilities District No. 98-2 created by the Capistrano Unified School District pursuant to the Mello-Roos Community

Facilities District Act of 1982, as amended, and is subject to any taxes, assessments and obligations theteof. The
Neighbothood Builder must provide purchasers with a disclosure entitted “Notice of Special Tax, Community
Facilities District No. 98-2, of the Capistrano Unified School District” ptior to a purchaser entering into a contract
to purchase. This Notice contains important information about district functions, purchaser’s obligations, rights of
the district and information on how to contact the district for additional materials. Purchasers should thoroughly
understand the information contained in the Notice prior to entering into a contract to putchase. This special tax
appears on the yearly property tax bill and is in addition to the rate described in the section of this Public Report
entitled “Regular Taxes”.

"The buyer has five days after delivery of these notices by deposit in the mail, or three days after delivery of any notice
in person, to terminate the sales Agreement by giving written notice of that termination to the owner, Neighborhood
Buildet, or agent selling the property.

Santa Margarita Water District: Sky Ranch at Covenant Hills also lies within the boundaries of the Santa Margarita
Water District, Improvement District Nos. 4 and 4D and is subject to any taxes, assesstnents, bonded indebtedness

If you have any questions ot require additional information, you should contact the Santa Margarita Water District,
26111 Antonio Parkway, Rancho Santa Matgatita, California 92688 (949) 459-6420.
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Otange County Street Lig hting Assessment District: Sky Ranch at Covenant Hills also lies within the boundaries of

the Orange County Street Lighting Assessment District. This district advises that there ate cutrently no assessments
but that assessments may be levied in future yeats.

Other Direct Assessments: In addition to the items listed in the previous sections there may be additional direct
assesstents that do not impose special accelerated foreclosuse liens on your property. Instead of billing the property
ownet directly for monthly or quartetly fees, the service charge or user fees for service are frequently collected annually
on the property tax bill. These may include, among other items, sewer service charge, water standby charge, vector
control, enhanced school programs, fire protection or flood control.

Standby Charges: A public water and/or sewer agency may levy a standby charge against the properties within its
district to provide funding as authorized by the California Water Code §71616 and §71630-§71633. The public agency
may use these funds to construct, expand ot improve facilities that make water or sewer setvice mote readily or more
reliably available to the properties within its distrct.

Assessments for Services or Civil Penalties: Local agencies have the ability to place delinquent account charges
for property related setvices ot civil penalties directly on the tax bill. These may include delinquent utility bills, fees
for parcel cleanup and weed abatement and fees for civil penalties.

FINANCING

Artanger of Credit: Pursuant to Civil Code Sections 2956 through 2967, inclusive, Neighborhood Builder and
purchasers must make certain written disclosures regarding financing terms and related information. The
Neighbothood Builder will advise putchasers of disclosures needed from them, if any.

Financing Instruments: If your purchase involves financing, 2 form of deed of trust and note will be used. The
provisions of these documents may vary depending upon the lender selected.

Due-on-Sale Chanse: If the loan instrament for financing your purchase includes a due-on-sale clause, the clause will
be automatically enfotceable by the lender whei you sell the property. This means that the loan will not be assumable
by a purchaser without the approval of the lender. If the lender does not declare the loan to be all due and payable
on transfer of the property by you, the lender is nevertheless likely to insist upon modification of the terms of the
mstrument as a condition to permitting assumption by the buyer. The lender will almost cettainly insist upon an

increase in the interest rate if the prevailing interest rate at the time of the proposed sale of the propexty is higher than
the interest rate of your promissory note.

A Balloon Payment: This means that your monthly payments are not large enough to pay off the loan, with interest,
during the petiod for which the loan is written and that at the end of the loan petiod, you must pay the entire remaining
balance in one payment. If you ate unable to pay the balance and the remaining balance is a sizeable one, you should
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be concetned with the possible difficulty in tefinancing the balance. If you cannot refinance or sell your ptoperty, ot
pay off the balloon payment, you will lose your property.

A Prepayment Penalty: This means that if you wish to pay off your loan in whole or in part before it is due, you may
be required to pay an additional amount as a penalty in accordance with the terms of your loan.

A La}te Charge: This means that if you fail to make your installment payment on or before the due date or within a
specified numbet of days after the due date, you, in addition, must pay a penalty.

BEFORE AGREEING TO ANY F INANCING PROGRAM OR SIGNING ANY LOAN DOCUMENTS, YOU
SHOULD READ AND, IF NECESSARY, CONSULT WITH YOUR OWN PROFESSIONAL ADVISORS IN
ORDER TO THOROUGHLY UNDERSTAND ALL THE PROVISIONS CONTAINED IN THE LOAN
DOCUMENTS AND ANY ACCOMPANYING LOAN DISCLOSURES .

PURCHASE MONEY HANDLING
=200 MONE Y HANDLING

Escrow Closing Requitements: If the escrow has not closed on your lot within one (1) year of the date of
Neighbothood Builder’s acceptance of your Purchase Contract, you may request the return of your Purchase Money
deposit.

Escrow Affiliation: Note: Section 2995 of the Civil Code provides that no real estate subdivider shall requite as a
condition precedent to the transfer of real property containing a single famjly residential dwe]]ing that escrow services

effectuating such transfer shall be provided by an escrow eatity in which the subdivider has a financial interest of 5%
or more.

THE NEIGHBORHOOD BUILDER HAS NO FINANCIAL INTEREST IN THE ESCROW COMPANY
WHICH IS TO BE USED IN CONNECTION WITH THE SALE OR LEASE OF LOTS SUBJECT TO THIS
PUBLIC REPORT.

Extension of Escrow Closing Date: If you fail to close your escrow on the date agreed upon with the
Neighbothood Builder, the Purchase Contract intended for use by the Neighborthood Builder includes a provision
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SOILS AND GEOLOGIC CONDITIONS
e L UIL CONDITIONS

All lots contain filled ground. Information concerning filled ground soil conditions and geologic conditions is
available at Land Management Division, County of Orange, 300 N. Flower Street, Santa Ana, California 92702,

CALIFORNIA IS SUBJECT TO GEOLOGIC HAZARDS SUCH AS LANDSLIDES, FAULT MOVEMENTS,
EARTHQUAKE SHAKING, RAPID EROSION, OR SUBSIDENCE. THE UNIFORM BUILDING CODE,

PURCHASERS MAY CONTACT EITHER THE NEIGHBORHOOD BUILDER OR MASTER
DEVELOPER’S ENGINEEER, THE ENGINEERING GEOLOGIST AND THE LOCAL BUILDING
OFFICIALS TO DETERMINE IF THE ABOVE-MENTIONED HAZARDS HAVE BEEN CONSIDERED
AND IF THERE HAS BEEN ADEQUATE COMPLIANCE WITH APPENDIX CHAPTER 33 OR AN
EQUIVALENT OR MORE STRINGENT GRADING ORDINANCE DURING THE CONSTRUCTION OF
SKY RANCH AT COVENANT HILLS.

SERVICES

In addition to the ordinaty services provided to a residential community in the vicinity of Sky Ranch at Covenant
Hills, the Neighbothood Builder advises as follows:

Reclaimed Water: In its efforts to conserve water, the Santa Margatita Water District requites the use of reclaimed
watet (i.e. treated wastewater) to irrigate parks, school yards, golf courses, greenbelt areas and common ateas.

Reclaimed water is not potable and, therefore, not suitable for human consumption. As with any water overspray,
the repeated spray of reclaimed water may stain or discolor personal property, fencing and structural improvements

The water used in the residences and outside in the private yards and patios through hose bibs will be domestic
potable water.

LARMAC. The costs of repair and maintenance of these streets is included in the Covenant Hills Special Benefit
Area Assessment.

Schools: Sky Ranch at Covenant Hills lies within the Capistrano Unified School District (949) 489-7000. Since school
information is subject to change you are encouraged to contact the District for the most cutrent information regarding
school assignments, facilities and bus setvice.

Grade Level: Pre K — 5th

Oso Grande Elementary School
30251 Sienna Patkway

Ladera Ranch, CA 92694

(949) 234-5966
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Grade Level: 6™- 8th

Ladera Ranch Middle School
29551 Sienna Parkway
Ladeta Ranch, CA 92694
(949) 589-6543

Grade Level: 9% — 12th

San Juan Hills High School
29211 Stallion Ridge

San Juan Capistrano, CA 92675
(949) 234-5900

This school information was provided prior to the date of this Public Report and is subject to change. For the most

current information tegarding school assignments, facilities and bus service, you are encouraged to contact the school
district.

Department of Real Estate
Subdivisions South

320 W. 4th Street, Suite 350
Los Angeles, CA 90013-1105
(213) 576-6983

For additional information you tnay also wish to visit the Department of Real Estate website at: htsped [, dre ca. gov
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