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DISCLCSURE STATEMENT
KAUFMAN A BROAD

Phoenix

432 N. 44"' Street, Suite 200
Phoenix, Arizona 85008

Arizona Westview ISSUED; 2/4/00
REISSUEDI 8/15/00
REISSUED:

Phoenix, Arizona 85027
Maricopa County

Kaufman and Broad wants Purchasers to be totally satisfied customers. An
important part of Purchaser's satisfaction is in knowing the information reasonably
material to a purchase decision. Kaufman and Broad offers this basic information
statement as a service and protection for the Purchaser.

THIS IS AN IMPORTANT DOCUMENT. KAUFMAN AND BROAD REQUIRES THAT

PURCHASER SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT

OF RECEIPT OF DISCLOSURE STATEMENT" AS AN INDICATION THAT

PURCHASER HAS RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT.

THE INFORMATION IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE

LISTED ABOVE AS THE DATE OF ISSUANCE OR REISSUANCE.

KAUFMAN AND BROAD HAS NO CONTROL OVER MUCH OF THE INFORMATION

COVERED IN THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO

CHANGE WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.

To the best of its knowledge, KAUFMAN AND BROAD OF ARIZONA, INC.
(hereinafter referred to as "Kaufman and Broad") states that the following
information concerning the Community is accurate as of the date of this statement,
which is set forth above.

EXHIBIT

Page 1 of 33



Location: Arizona Weswiew (the "Community") is located in the City of Phoenix,
Maricopa County, Arizona, with the entrance to the Community on the ADOT
Frontage Road and Dynamite Boulevard.

Future Development and Home Design Changes:Purchaser is hereby formed
that future development of the Community cannot be predicted with accuracy.
Kaufman and Broad expressly reserves the right to build more or fewer than the .
number of homes currently planned or to change product lines, including, but not
limited to, enlarging or decreasing the size of homes, adding larger, smaller or
differently designed models, or changing (partially or in total) total designs and/or
materials, at any point during development of this or any Kaufman and Broad
community. Due to the inability to predict future market conditions with accuracy,
Kaufman and Broad makes no representation or warranty to Purchaser that the
Community will be built as currently planned, or pursuant to any particular build out
schedule. Topographical maps in sales offices, lot plotting maps, maps offered by
master developers and other forms showing "complete" community projections do
not in any way constitute Kaufman and Broad's promise to complete the Community
or, if completed, to complete the Community as shown. Further, Kaufman and
Broad makes no representation or warranty that it will construct or be the builder of
all homes in the Community. Indeed, Kaufman and Broad reserves the right to sell,
at any time, all or any portion of the lots within the Community to any third party,
including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers
are subject to change without notice at the discretion of Kaufman and Broad.
Kaufman and Broad has the full right, without any obligation whatsoever to the
Purchaser, to establish prices for its sales of any houses and properties constructed
by or to be constructed by Kaufman and Broad in the Community, without regard to
the price paid by Purchaser for its property and the home. Purchaser recognizes
Kaufman and Broad's right to establish such prices include Kaufman and Broad's
right to offer price reductions, allowances, additional features and any other similar
incentives to future purchasers of properties in the Community without any
obligation to offer any comparable incentives to the Purchaser.

A¢#acent Areas: Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated I-17/Black Canyon Freeway.

Hayden Rhodes Aqueduct/CAP Canal, adjacent to the north and approx. % mile
west, Middle Mountain, approx. 1/4 mile north, Ben Avery Shooting Facility, approx.
3 3/4 miles north, Skunk Creek, approx. % mile south and approx. 1/4 mile east,
Deems Hills, approx. 1 miles southwest, Deems Hills Recreation Area, approx. 3/4
mile southwest, Skunk Creek Landfill, approx. 1 3/4 miles south, Adobe Mountain
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Juvenile Institute, approx. 2 1/4 miles south, APS substation on the northern
boundary of the Community, CAP water booster station, approximately % mile
southwest of the Community, Adobe Mountain, approx. 2 1/2 miles south, Adobe
Dam, approx. 3 miles south, Adobe Dam Recreation Area, approx. 3 miles south,
Adobe Dam Golf Club, approx. 3 % miles southwest, Waterworld U.S.A., approx. 3
3/4 miles southwest, Victory Lane Sports Complex, approx. 3 3/4 miles southwest,
McGill Ultralight Field, approx. 5 miles southwest, Agua Fria Freeway (Loop 101),
approx. 4 3/4 miles south, Skatter Wash, approx. 3 3/4 miles south, lnterstate 17
(Black Canyon Freeway), adjacent to the east

Although this Disclosure Statement describes current adjacent uses,
Kaufman and Broad strongly recommends that prospective purchasers drive
and walk around or otherwise inspect the Community and the surrounding
area to familiarize themselves with local conditions such as traffic, noise,
prospective future development and other factors prior to consummating their
purchase transaction because different conditions may impact the purchasing
decision on an individual basis.

The surrounding property is subject to future development and the zoning of
the surrounding property is subject to change, and therefore future development
cannot be predicted with accuracy and is subject to change. For further information
on possible future developments adjacent or near to the Community within the City
of Phoenix, contact John Parks, Planner lit, 200 West Washington Street, Phoenix,
Arizona, 85003, or (602) 495-0248.

Skunk Creek LandHII: The Community is located approximately 1 % miles north of
the Skunk Creek Landfill. The landfill is at 3165 W. Happy Valley Road, % mile west
of 1-17 and Happy Valley Road. The hours of operation are from 5:30 a.m. to 5:00
p.m. Monday through Friday and 8:00 a.m. through 4:00 p.m. on Saturdays,
Sundays and holidays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,
wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Solid Disposal Division - Landfill information line at (602)
253-7345 or City of Phoenix Solid Waste Customer Service at (602) 262-7251 .

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the |-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Blvd. Are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.
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Individuals may have varying sensitivity to noise. Prior to entering into
the purchase agreement for the home, Purchaser should visit the Community
the particular home site, and its environs at various times of the day to assess
his/her own sensitivity to noise levels there.

u

For further information regarding the noise analysis prepared for the
Community, Purchaser is encouraged to contact Robert Esposito at Higgins and
Associates, 2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: Kaufman and Broad discloses that certain
construction and sales activities may be occurring after occupancy within and in the
vicinity of the Community. This may result in some inconvenience to Purchaser, due
to increased noise and dust from the construction activities and the operation of the
model homes and sales office. Construction hours often begin early (particularly in
warmer climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, Kaufman and
Broad also discloses that infrastructure, public and private utilities (water, electrical,
cable television, sewers, storm drain, etc.) within the Community and/or servicing of
the home may be temporarily interrupted and/or adversely affected during the build-
out of the Community. While Kaufman and Broad will use its reasonable efforts to
minimize these service interruptions as well as other construction nuisances, traffic,
noise, air quality and other environmental conditions within and around the
Community, individuals may be impacted and such impact may have an adverse
affect on Purchaser's enjoyment of their home from time to time.

Airport and Traffic Noise: The Community is located approximately 10 % miles
southeast of Pleasant Valley Airport (Turf Soaring School) and approximately five
miles northwest of Deer Valley Airport. Residents of the Community may see and
hear aircraft arriving and departing both Pleasant Valley Airport and Deer Valley
Airport, which may interfere with certain activities at the site and may be disturbing
to certain sensitive individuals. Although the Community lies outside of the 65-
decibel noise contour line (65 DNL) for Pleasant Valley Airport and Deer Valley
Airport, flights may produce aircraft noise as a result of flight operation.

Pleasant Valley Airport currently has the following normal hours of operation:
Monday - Sunday 8:30 a.m. to 5:00 p.m.

Deer Valley Airport currently has the following normal hours of operation:
Monday .- Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Pleasant Valley Airport and Deer Valley can operate 24 hours per day,
seven (7) days per week. The above hours of normal operations for the facility are
imposed due to fiscal and manpower constraints, as well as being designed to
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reduce the noise impact of the operations on the surrounding community.
Circumstances frequently arise which require the air station to be open beyond
those times.

While aircraft noise levels will be below the CNEL of 65 decibels adopted by
the County of Maricopa as acceptable for exterior noises, certain aircraft noises may
be disturbing to certain individuals. Purchasers should be aware that CNEL levels
compute noise levels on an average noise basis, so peaks may exceed 65 decibels.

k

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This property, due to its proximity to Pleasant Valley Airport and Deer Valley
Airport, is likely to experience aircraft overflights, which could generate noise levels
that may be of concern to some individuals. The mix of air traffic consists of cargo,
commercial, charter, corporate, general aviation and military aircraft.

This information is accurate as of the date of this Disclosure
Statement. Use of these airports may change. Kaufman and Broad makes no
warranty or representation as to the future use of these facilities or future increase
or decrease in overflights resulting from a change of use of these facilities. Future
uses of these airports are unknown at this time, however, potential uses may
include, but are not limited to, conversion into a commercial civilian airport facility,
retail and/orindustrial facilities, recreational parks, affordable housing, school, jail,
and residential development. For additional information, prospective purchasers
may contact Walt Fix, Deer Valley Airport Manager, at 702 W. Deer Valley Road ,
Glendale, Arizona, 85027, (623) 869-0975, or Roy Colliette, Pleasant Valley Airport
Manager/Owner, at 8700 w. Carefree Hwy., Peoria, Arizona, 85382, (602) 439-
3621 I

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy Industry/Hazardous Materials: While Kaufman and Broad makes every
effort to notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. Kaufman and Broad makes no
representation or warranty, whatsoever, regarding the safety of current business
activities taking place in close proximity to residential areas, or future development
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or operation of manufacturing, industrial and/or transportation activities within the
area. These uses may involve hazardous materials not normally associated with
suburban residential housing development and which could, in some instances, be
harmful to residents. Buyers are hereby informed that the Community is located
within a diverse area with combined urban, suburban, agricultural and industrial land
uses. You are urged to carefully investigate the potential impact of these uses prior
to purchasing a home in the Community. For more information, please contact any
of the references provided under "Present Use of Adjacent Lands."

Power Lines/Magnetic Fields Disclosure.- Several electrical transmission lines are
located in the vicinity of the project site: In the future, high voltage power lines may
be constructed along Dynamite Boulevard, Pinnacle Vista Road, 33"'Avenue, 31st
Avenue, the CAP Canal northern property line, and/or 1-17 Frontage Road. There
have been numerous studies as to the effect of residential proximity to high power
transmission lines that have concluded that electromagnetic fields transmitted from
electric power lines may or may not be cancer causing or hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines
are not within Kaufman and Broad's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine
whether or not there is a link between certain health risks and exposure to electric
and/or magnetic radiation. Electromagnetic fields, commonly referred to as EMF's,
are produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, Kaufman and Broad hereby discloses that transmission lines may
create health risks and may have financial or other adverse impacts on the homes
or residents within the Community. in addition, there is a risk that certain
pacemaker heart implant devices may not operate properly when in close proximity
to certain electric power lines. The susceptibility of different types of pacemaker
devices to electro-magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that Kaufman and Broad shall have no responsibility for
any costs, expenses, liabilities or obligations of any kind or nature whatsoever
arising out of or in any way related to the transmission lines. For further information
please contact Arizona Public Service (APS) (provides electricity) customer service
division at (602) 371-7171 and/or P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072.
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Correctional Facility: The Adobe Mountain Juvenile Institution, operated by the
State of Arizona, is located approximately 2.5 miles south of the Community.
Lighting from the facility and guard towers is visible from some locations within the
Community. The size of the facility and the type of prisoners housed at this facility
are subject to change by state or local correction officials. For further information,
contact Adobe Mountain Juvenile Institution at (623) 869-9050.

Registered Sex OffenderDatabase: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. Kaufman
and Broad is not providing any of this information and does not accept any
responsibility for any of this information.

School Information:The Community is serviced by the Deer Valley School District
#97 located at 20402 n. 15"' Ave., or (623) 581-7700. Schools in the Deer Valley
School District currently operate on a traditional basis. It is our understanding that
the Community is presently serviced by the following schools:

Deer Valley School District #97:

Desert Sage Elementary School (grades K-6)
4035 W. Alameda Road
(623) 581-7985
Principal - Jim Coen

Deer Valley Middle School (grades 7 8= 8)
21100 North 27'" Ave.
(623) 581-7900
Principal - Patrick Crisp

Barry Goldwater High School (grades 9-12)
2820 W. Rosegarden Lane
(623) 581-7838
Principal - Dr.Ingram

As information can change rapidly, we strongly recommend that Purchasers
contact the school district or districts directly for the most up-to-date information
regarding placement, scheduling, transportation, etc., at the public schools.
Purchaser acknowledges and understands that Seller has no control over which
schools the children living in the Community will be attending, the determination is
made by the School District(s) and may be changed at any time without prior
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notification. Any questions relating to schools should be directed to the School
District(s).

Public Transportation: As of the date of this disclosure public transportation
service is not available to this area. This information is subject to change. For exact
scheduling costs and further information, please contact Phoenix Transportation
Department at (602) 255-7011 orlValley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park. This park is located at 19602 N. 19"" Ave. (1 Qty Ave. and
Beardsley) and consists of softball fields, children's play area, activity building and
restrooms, handball courts, soccer/football field and barbecues.
Although this facility is operational as of the date of this Disclosure Statement, they
are subject to change and closure. For further information on community services
and recreation, please contact the Parks and Recreation Department located at
3901 w. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19"' Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67"' Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police: Fire protection is provided by the Phoenix Fire Department. For
any questions about fire prevention call (602) 261-8530. Police protection is
provided by the Phoenix Police Department. For any question please call (602)
262-6151 I

Hospital: John c. Lincoln Hospital is located 5 miles south of the Community. It is
located at 19829 n. 27th Avenue, (623) 879-6100.

Kaufman and Broad cannot guarantee the establishment of, the future of or
the continuing operation of any of the facilities or services listed in the Schools,
Shopping Facilities, Public Recreation, Public Transportation, Hospital Facilities,
Fire, Police, Utilities sections, but provides this information as a courtesy to its
customers. None of the facilities listed are guaranteed by Kaufman and Broad to be
completed or operated continually.

Page 8 of 33



Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by. the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER.

Real estate taxes for homes in the Community are determined by multiplying every
$100.00 of assessed valuation by the applicable tax rate. For the purchaser of a lot
or unit in this subdivision, the "full cash value" of the lot or unit will be the valuation,
as reflected on the tax roll, determined by the County Tax Assessor as of the date of
purchase of the lot or unit or as of the date of completion of an improvement on the
lot if that occurs after the date of purchase. The tax rate is based upon 85% of the
assessed value. For the year 1999, the combined primary and secondary tax rate
was14.4177. For example, based on an average sale price of $118,876, the
estimated annual property taxes would be $1 ,456.83 (assessed value of the home
may be less than the purchase price.)
Estimated annual property taxes = ((8.5% * Average sales price)/100) * (Primary
rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE
AMOUNT OF TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND
SUBJECT TO CHANGE.

For further information regarding the tax rates, prospective buyers should contact
the Maricopa County Tax Collector at (602) 506-3406, Maricopa County Assessor,
301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaseracknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
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timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.

Covenants, Conditions and Restrictions: Many new residential communities are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 in the
Maricopa County Recorder's Office, Recorder 99-0978276. It is Kaufman and
Broad's practice to provide a copy of the CC&Rs to Purchaser for review during
escrow. The CC8tRs are also described in Purchaser's title report. If a copy of the
CC&Rs has not been provided to you, be sure to request a copy from the sales
representative or from escrow sufficiently prior to the close of escrow to make an
adequate review. Purchaser is strongly advised to carefully review the recorded
CC&Rs for important information affecting the use of Purchaser's property.

During the period that Kaufman and Broad is the "Declarant" under the Cc&Rs,
Kaufman and Broad has the right but not the obligation to enforce the CC8<Rs.

Design Review Committee: Under the terms of the CC&Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Article 4.1 of the
CC&R's provides that Purchaser may make "no material changes or alterations" to
the home or lot without the "prior written consent of the Architectural Committee" of
the Association. Any improvements constructed by Purchaser or on Purchaser's
behalf MUST BE PRE-APPROVED by the Architectural Committee and once built,
must be maintained by Purchaser. Purchasers are urged to review the criteria set
forth in the CC&Rs for Design Review Committee review and approval.

Homeowners Association Dues: When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, rerating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The initial amount of $30 monthly dues is based
on a budget for the Association's operations prepared by City Property Management
as of October 22, 1999 (the "Budget"). It is hereby disclosed that such dues

l
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amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
change, Kaufman and Broad makes no representation regarding the amount of
future assessments. Purchaser is urged to review the Budget in detail and the Final
Public Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: Kaufman and Broad has constructed and decorated model homes
to show prospective homebuyers what types of features could be incorporated into
the Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes,
field conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.

Model home displays exhibit certain paint, furnishings, decorations and
interior and exterior design features, which are considered "decorator items" and are
not available for purchase. These items are listed under the heading "Model Home
Decorator Items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

Kaufman and Broad also offers certain upgrades or optional items for
purchase for fixed prices prior to the start of construction. These items are listed
under the heading "Optional Items" and typically include available flooring upgrades,
appliance upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by Kaufman and Broad even upon the payment of additional
charges.

Model Home Decorator Items: Small placards and/or stickers in the models will be
used to identify "Decorator Items" which are not available for purchase. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

I
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1.
2.
3.

4.
5.
6.

10.
11.
12.

13.
14.
15.
16.
17.
18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Backyard landscaping and backyard irrigation systems;
Front yard landscaping upgrades,
Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hard scape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
Interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,
Thermostat covers,
Automatic front door closures,
Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
New Home Showroom,
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

Changes in Materials and Specifications: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to:

8.

9.

7.
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1.

2.
3.
4.
5.

6.
7.
8.

Light fixtures,
Kitchen, bath and linen cabinets,
Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

Kaufman and Broad hereby discloses to Purchasers that once the Purchaser enters
into a contract for the purchase of a home, changes in materials or specifications
can be automatically made without Purchaser's consent provided substantially
similar or better quality materials are substituted.

Optional Items: The model homes display certain Optional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade Items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.

Room conversions per plan
Mirrored wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Extensive selection of upgraded floor coverings
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options

l
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24.
25.

Various plumbing options
Tinted windows

The carpeting and pad displayed in the model homes are typically of a higher
grade than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through Kaufman and Broad New Home Showroom,
Michele Crenshaw at 3939 E. Thomas Road, Phoenix, AZ, 85018 or (602) 220-
0404. Some treatments, however, may not be available at time of purchase.

Optional Items and prices are subject to change without notice. Kaufman
and Broad only agrees to provide those options and prices offered on the date a
sales contract is signed by both Kaufman and Broad and Purchaser. Purchaser
should also note, however, that once the construction process of a home has
started, certain options may increase in cost and specific options may not be
available for purchase. A sales representative can provide additional information
regarding additional costs. Purchaser must be aware that any selections that
Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are
also on display at the Kaufman and Broad New Home Showroom located at 3939 E.
Thomas Road, Phoenix, AZ, 85018. Purchasers are required to visit the showroom
to select carpeting, finishes and other materials for their home. Showroom
representatives will assist Purchasers with their selections and guide them through
the pricing and fit with the model selected.

Standard Features: The base price of a Kaufman and Broad home includes the
features listed below, plus the standard lot only: Standard carpeting is also included
in the purchase price of the home and carpet must be ordered through and installed
by Kaufman and Broad prior to the close of escrow.

Exterior:
Rear yard fencing with one (1) access gate to front yard
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)

Living Areas :
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
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Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that Kaufman and Broad, as Seller, has the full right to
establish prices for the sale of properties in the Community (or any other community
developed by Kaufman and Broad), without regard to the price to be paid by the
Purchaser or any other purchasers for any specific lot within the community.
Purchaser acknowledges Kaufman and Broad's right to have offered or to offer
lower prices, price reductions, financing incentives, bought-down interest rates, New
Home Showroom allowances, new floorplans, additional features, and other similar
incentives (collectively, "Incentives") to past or future purchasers of properties in the
Community (or any other community developed, constructed or sold by Kaufman
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and Broad) without any obligation to offer any comparable Incentives to the
Purchaser. The Purchaser further acknowledges that it has satisfactorily negotiated
its purchase price for a particular property (and improvements) within the
Community and that Purchaser is fully satisfied with such price and the Incentives
received in connection with the negotiation of such price. Other than Purchaser's
contracted price, all other prices, terms, upgrades, and other concessions, are
subject to change without notice at the discretion of Kaufman and Broad, including
changes in the model homes offered for sale, specification levels in future homes,
etc. Purchaser also acknowledges that New Home Showroom coupons, or other
incentives distributed by Kaufman and Broad at various times as part of mass
marketing campaigns, must be presented at the time of purchase or they are invalid
and will not be honored.

Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions set forth below and subject to the contents of the
Community's "Fit List" identifying the types of models and elevations that Kaufman
and Broad believes to be suitable for each particular lot then for sale in the
Community.

Further, it is important that Purchaser understand, however, that in certain
situations (a) Kaufman and Broad may not have received, as of the date of
Purchaser's execution of the contract, all necessary approvals from the applicable
building department or other municipal agency to build the Desired Model and/or the
Desired Elevation on the contracted lot and/or (b) it is possible that Kaufman and
Broad will not be able to obtain a permit, or it will otherwise be impractical, to
construct the Purchaser's Desired Model or Desired Elevation on the contracted lot
despite the contents of the Fit List. In either of such events, Kaufman and Broad
shall promptly notify the Purchaser of such event and, not later than ten (10) days
after Purchaser's receipt of such notice, Purchaser will be able to elect one of the
following options, which will be the Purchaser's sole options in such event:

(a) select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) elect to have the Desired Model and Desired Elevation constructed on a
different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to
account for differences between the prices of the models or to account for lot
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location. Such price adjustment will be consistent with Kaufman and Broad's
general pricing structure within the Community in which the Purchaser's lot is
located, but Purchaser shall not be entitled to any other adjustment in price as a
penalty against Kaufman and Broad or as compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period,
Purchaser shall be deemed to have elected to terminate the Sales Agreement, in
which event (i) all funds previously deposited shall be returned to Purchaser less
any authorized disbursements as provided in the Sales Agreement and (ii) neither
party shall have any further obligation under the Sales Agreement.

Construction Schedule and Completion Date: Unless a senior officer of Kaufman
and Broad has provided a clear written statement that a particular home is available
for immediate occupancy, all Kaufman and Broad homes will require substantial
construction before they are ready for sale and/or occupancy. Projecting the timing
of the completion of construction is difficult and delays in completion are common.
Kaufman and Broad will use its best efforts to keep Purchaser informed of delays in
the construction schedule to assist in scheduling moving and move in dates,
however, Purchaser understands and acknowledges that: (a) Kaufman and Broad
makes no representation as to the actual date of completion of the home, (b) any
target completion dates and move in dates provided by sales or construction staff
represent estimates only, and (c) are subject to adjustment and change (including
any periodic updates). Prospective purchasers are hereby notified that Kaufman
and Broad will not be responsible for inconvenience, loss or expense (including
costs of scheduling movers, storage time, etc.) to the Purchaser resulting from
delays in completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by Kaufman and Broad Home Corporation and are
the subject of copyright law protection. Kaufman and Broad does not permit its
architectural plans to be copied or removed from the Sales Office under any
circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.
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Adjustments: Ahome is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the Kaufman and Broad Limited Warranty, they will be responded to
by Kaufman and Broad upon submission of a written claim in compliance with the
procedures outlined in the Warranty. Purchaser is strongly encouraged to review
the Kaufman and Broad Limited Warranty for precise details regarding coverage and
methods of making claims. The Limited Warranty is described elsewhere in this
Disclosure Statement and will be provided to the Purchaser for review upon entering
into the Purchase Agreement for Purchaser's home.

Square Footage:Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by Kaufman and Broad. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in Kaufman and Broad homes is
20 feet in width by 20 feet in depth. In some instances, where permitted by
applicable municipal zoning ordinances or building codes, two-car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

Page 18 of 33



Kaufman and Broad is not responsible for, or bound by, any statement or
agreement by a salesperson or agent relating to the size of garages representing
that a prospective purchaser's automobile or automobiles will "fit" in any garage
unless such statement or agreement is in writing and is signed by the President or
Sales Manager of Kaufman and Broad.

Visiting the Home/Community Before Move-In: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's
lot is located within a construction area of the Community and that such construction
sites are potentially dangerous. Kaufman and Broad will permit the Purchaser to
enter their lot and the construction area surrounding the lot provided that Purchaser
is fully aware of the risks of such entry.

First, Kaufman and Broad strongly recommends that the Purchaser be
accompanied by their Sales Representative, or another representative of Kaufman
and Broad, on any and all visits to the home. Second, Kaufman and Broad further
requests that such visits be limited to non-construction hours but during Sales Office
hours (generally 4-6 p.m. on weekdays and on weekends). Third, by signing this
Disclosure Statement, Purchaser acknowledges that Kaufman and Broad has
warned Purchaser that such entry is DANGEROUS and POTENTIALLY
HAZARDOUS. There are numerous risks of injury to person and property
associated with visiting a home or the construction site during construction because
of conditions including, without limitation, open trenches, construction traffic,
potential falling debris, exposed nails and electrical wiring, incomplete construction
and certain other potential hazards. Fourth, by signing this Disclosure Statement,
Purchaser agrees that during any site visit it shall proceed at its own risk and it
releases and waives any claims against Kaufman and Broad and all of its affiliates,
parent and subsidiary companies, officers, directors, employees, attorneys, assigns
and any and all other persons or entities that could be potentially liable to Purchaser
as a result of any injury which may occur during Purchaser's visit to the lot or to any
portion of the Community. Fifth, Purchaser agrees to use due care, including
without limitation, the wearing of hard hats and protective footwear.

Orientation Scheduling: It is Kaufman and Broad's policy that prior to the time
Purchaser has taken title to the home, Kaufman and Broad representatives from the
Sales, Customer Service, and Construction Departments will have carefully
examined the home to insure that it is ready for customer orientation, and
subsequent key release and occupancy. Closing and possession of the home shall
occur three (3) days after the orientation. The Customer Relations Department will

l

u
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contact Purchaser to schedule the orientation within approximately 30-45 days
before escrow on the home is scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has Kaufman
and Broad made any representation or warranty with respect to any prospective tax
benefits of home ownership or price appreciation of Purchaser's new home.
Purchaser acknowledges that any current federal income tax law benefits of home
ownership are subject to qualification and such laws are subject to repeal, revision
or other challenge. Further, Kaufman and Broad cannot control the "up" or "down"
cycles of the housing markets in which it builds and under no circumstances has it
made any representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New Kaufman and Broad homes contain numerous
appliances and types of mechanical equipment which, if used improperly, could
result in (a) damage to the particular appliance or mechanical equipment or (b)
damage or injuries to persons or property. Typically, at the customer orientation,
Kaufman and Broad personnel will demonstrate the basic operations and safety
precautions for such appliances and equipment and homeowners will also be
provided with applicable instruction manuals and warranties. Manuals also typically
contain safety precautions as well as operating instructions. Be sure to review each
instruction manual carefully, however, please note that the manuals cannot cover all
possible situations that may arise in the operation of appliances and mechanical
equipment. Common sense, caution and care must always be used. Purchasers
are notified that appliance manufacturers often include toll free telephone numbers
for questions regarding maintenance, or repairs of their appliances. When
warranties of at least one year are provided by manufacturers, such warranties
supersede and are in lieu of Kaufman and Broad's one-year appliance warranties
(see Kaufman and Broad New Home Limited Warranty for details).

Exterior Colors: In many Kaufman and Broad communities, specific exterior colors
will be required by cities or master developers for the homes erected on particular
lots. In the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
Indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC&Rs
or architectural control guidelines.

If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may
vary slightly from the color or materials presented at selection even though Kaufman
and Broad and its subcontractors will strive to match the color of Purchaser's home
on our color chart. Kaufman and Broad reserves the right to revise all or part of the
designated color schemes at its discretion.
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Kaufman and Broad disclaims any representation regarding "washability" of
any interior or exterior made by its sales representatives or New Home Showroom
representatives unless in a writing signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tilelgrout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

Kaufman and Broad is not responsible to precisely match any colored grout, sanded
or non-sanded, as portrayed in model homes or New Home Showroom selection
options with respect to interior or exterior tile. All grout is pre-mixed by the
manufacturer and blended for color at their factories. Grout colors cannot be
guaranteed against impurities in the local waters that are mixed with grout or against
drying or against other causes of color variation. These, as well as other factors,
can cause grout colors to vary in shade when compared to the color palettes or
boards used in the selection process.

Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the New Home Showroom, but such
discoloration does not identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl

I
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AREA INSULATION
TYPE

PRE-
INSTAL
L

THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Batts &
Stucco Foam Board

l l3%
1 YI

R-19

Exterior Ceilings Fiberglass Betts or
Blown Fiberglass/Cellulose l l

8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Basts ll
3% R-13

I

I

seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and Kaufman and Broad will not be
responsible for replacement of dual glazed windows should window tinting be
applied. Purchasers are hereby informed that the use of such window tinting
products voids any warranty of dual-glazed windows.

Excessive condensation -- most likely to occur in winter time -- should be
avoided to lessen the chance of window sill or interior drywall damage. Kaufman
and Broad's customer service department can provide practical tips on reducing
condensation.

Smoke Detectors: The Uniform Building Code adopted in the State of Arizona,
requires that all new dwelling units contain smoke detectors in all sleeping rooms
and at a point centrally located in the corridor or area giving access to the sleeping
rooms. These smoke detectors must be hard-wired in the building's primary source
of power and must have battery back-up.

Smoke detectors will be appropriately installed in Purchaser's home in
accordance with this Code provision. Please be aware that it is the Purchaser's
obligation (and not the obligation of Kaufman and Broad) to regularly test and
maintain the lawful, working condition of these smoke detectors in the future and
with respect to any future sale of the home to any third party. On most smoke
detectors (but not all), testing can be done by firmly pressing the light lens located
near the center of the cover for a few seconds. If working, the alarm will sound.
Smoke detectors operate on the home's electric current, however, a battery backup
is provided so that the detector operates in power outages. On most smoke
detectors, a chirping noise is sounded if the battery is low.

Insulation: The garage and porch areas of the homes in the Community are not
insulated to retain warmth compatible with their use as principal living areas. The
following insulation specifications apply to Kaufman and Broad homes in the
Community.
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Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 g'aIIons of water per flush and flow restricters
in shower heads.

a *

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the Kaufman and Broad New Home Limited Warranty and in such event the
plumbing contractor dispatched by Kaufman and Broad will charge for the service
call. If evidence indicates improper usage of the toilet and damage to floors, etc.
has occurred, the plumbing contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Electrical Outlets in Garage: The Uniform Building Code adopted in Arizona
requires that electrical outlets in garages be provided with ground fault interrupter
circuits. These circuits are not intended for use with any appliances, especially
refrigerators, freezers and aquariums or on any service that an interruption of
electrical power would cause a problem. KAUFMAN AND BROAP STRONGLY
RECOMMENDS THAT PURCHASER NOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY
SERVICE(sucH AS FREEZERS) THAT WOULDBE HARMED BY AN INTERRUPTION OF
ELECTRICAL powER. Kaufman and Broad cannot be held responsible for the contents
of appliances which are damaged because of the ground fault interrupter switches
shutting off power, nor can we be held responsible for damage to the appliance
units themselves. PLEASE CHECK WITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, AZ, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

Some lots contain filled ground, which varies from lot to lot. These soils have
been properly compacted, under the supervision of a state-licensed engineer and a
representative of the city building inspection department, for the use intended. For
further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Paul E. Kienow, the City Engineer, at (602) 256-
3568. The address is 200 West Washington St. Phoenix, AZ 85003. Purchaser
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may also contact the soils engineer, Scott R. Smith, P.E. at 2002 W. North Lane
Phoenix, AZ 85021 or (602) 861-2002.

Kaufman and Broad, in consultation with Construction Inspection and Testing
Company, has elected to utilize a single foundation system that meets the
requirements for the types of soils conditions encountered. That system is known
as a post-tensioned slab and has been designed and will be constructed in
accordance with applicable building codes. After the concrete slab has cured, steel
cables within the slab are mechanically stretched or tensioned to reinforce the slab.
BECAUSE THESE CABLES ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD

NOT ATTEMPT TO CUT THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE
FOUNDATION OR SLAB SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS
WHO HAVE BEEN INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED
THE LOCATION OF THE CABLES RUNNING WITHIN THE SLABS. CONTACT SCOTT R. SMITH,
CONSTRUCTION INSPECTION AND TESTING COMPANY, 2002 w. NORTH LANE PHoEnix,
ARIZONA 85201 oR (602) 861-2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, the U.S. Public Health Service, and the Utah Division of
Radiation Control have expressed concern over the presence of radon gas in
homes. Prolonged exposure to high levels of indoor radon or its progeny may affect
the health of residents. Although such conditions may exist at the Community,
Kaufman and Broad has made no investigation to determine whether radon gas is
or will be present in the home or affecting the premises, and the Community makes
no representation or warranty as to (a) the presence or lack of radon or hazardous
environmental conditions nor (b) the effect of radon or any such condition on the
Community.

Kaufman and Broad recommends that the Purchaser, at his/her sole
expense, conduct its own investigation and consult with such experts as the
Purchaser deems appropriate in order to determine the level of radon gas in the
home. By signing below Purchaser acknowledges that he/she has read the
foregoing Disclosure Statement, and hereby releases Kaufman and Broad from any
and all liability with respect to the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1500 between the hours of 8am-
12pm and 1 pm-4pm or the Maricopa County Environmental Services Department at
(602) 506-6010.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
the cost of maintaining these easements may be the responsibility of Purchaser.

r
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The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Maricopa County Recorder as Map No. 99-
1022971. Additional easements are created within the CC&Rs. Although the
following list identifies significant easements which effect the Community, and the
lots affected by such easements, the list of easements and/or the decisions of the
particular easement may not be exhaustive and Purchasers are urged to carefully
review the title report and/or copies of the easement documentation for fuller
understanding.

8' Public Utility Easement (P.U.E) on all lots

1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83-84, 101 -102,129-130,176, 190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10,19-20,30-31 ,41 -42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,261 ,262,267,268,298-299,308-309
318-319,329,331 ,333,337,340,344,346,356,365,394,401 ,402,409,
415- 416,423,432,433,Tract B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

US West 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west
of lot 252)

Purchaser is urged to request copies of all underlying documents described
in the preliminary title report for a better description of applicable easements, which
may affect the use of Purchaser's property. A copy of these documents may be

an
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obtained from Janelle Navarro, Title Officer, First American Title Company, 4801 E.
Washington Street, #110, Phoenix, AZ, 85034. The telephone number is (602) 685-
7055.

Drainage: Purchaser understands that he/she has been advised by Kaufman
and Broad that he/she should not change or interfere with the established
drainage pattern(s) on the lot without consulting a licensed landscape architect or
civil engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within
the drainage pattem(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hard scape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. It is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given
upon request) an individualized plot plan for their lot showing lot boundaries and
easements.
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Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
Kaufman and Broad will determine if underground drainage is necessary depending
on individual lot conditions. Landscaping is installed after the final grading is
complete and weather permits. Typical landscape plans are available for
Purchaser's review in the Community sales office. LANOSCAPING wILL HAVE BEEN
INSTALLED AT THE HOMEOWNER ORIENTATION. KAUFMAN AND BROAD DOES NOT ACCEPT
RESPONSIBILITY FOR THE CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER
THE CLOSE OF ESCROW EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION.
KAUFMAN AND BROAD WILL WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED
(l.E. PROPER WATERING AND cu'rrlnG) BY THE PURCHASER, FOR 30 DAYS on sHRuBs, 90
DAYS ON TREES AND 1 YEAR ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES
PURCHASER'S SOLE RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING
WHICH ARE NOT COMMUNICATED IN WRITING TO KAUFMAN AND BROAD DURING THIS 30-90
DAY OR 1 YEAR WARRANTY PERIOD ARENOTCOVERED BY THE WARRANTY. THE
WARRANTY DOES NOT COVER ANY DAMAGE TO THE CONDITION OF THE LOT OR HOME
RESULTING FROM CHANGES MADE BYA HOMEOWNERTO GRADING OR DRAINAGE SYSTEMS
OF THE PROPERTY AFTER THECLOSEOF ESCROW.

If Purchaser elects to install rear yard landscaping or alter any existing
landscaping, Purchaser should be conscious of and sensitive to the changes made
to the contour of the land as a result of individual front and rear yard landscaping
plans to be sure they conform with the original drainage plan of the project.
Purchaser will be responsible for changes in the contour of the land, which result in
drainage problems or any hazards. (Please also see the section elsewhere in this
Disclosure entitled "Drainage" for certain issues Purchasers should consider
regarding drainage on their property.)

In some instances, Purchasers may be required by applicable covenants,
conditions and restrictions to install landscaping in front and/or rear yards within a
fixed number of days after closing. Be sure to review CC&Rs.

Questions regarding grading should be referred to the civil engineering firm,
American Engineer Co., 21442 North 20th Ave., Phoenix, Arizona, 85027, (623) 581-
7415.

Trees and Other Vegetation: Kaufman and Broad does not guarantee the
preservation of any trees, shrubs, ground cover or other foliage located on
Purchaser's lot, in the community or anywhere within the vicinity of the community.
Kaufman and Broad is not responsible for any immediate or long-term damage to
vegetation caused by construction activity. Lot premiums are based on location and
size and not pre-existing vegetation. The construction of homes, lots, street and/or
utilities may alter the environment of any trees, shrubs or other landscaping.
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If a model is purchased, then Kaufman and Broad does not guarantee the
preservation of any trees, shrubs, ground cover or other foliage located on the lot.
All care and maintenance of any such foliage is solely the responsibility of the
homeowner. This includes all obligations to water, trim or otherwise maintain
foliage.

Views: Specific lot prices and/or lot premiums are assigned by Kaufman and Broad
and are based on lot location and size and not for any pre-existent view. A view may
be negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since Kaufman and Broad Cannot control future development adjacent
to or surrounding the Community, Kaufman and Broad cannot guarantee to
preserve any potential view now or in the future. Kaufman and Broad is not
responsible for or bound by any representation regarding views made by a sales
representative or agent under any circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and
lot within the subdivision and determine the acceptability of the assigned lot
premium. Kaufman and Broad makes no representation as to the preservation of
existing or future views from the project.

Tract Boundary Fence or Wall: In some instances, walls or fences wm be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to

Page 28 of 33



repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be
kept at least six feet (6') from the retaining wall. Dirt behind the wall may settle or
erode and create indentures in the ground at the top of the wall and should be
maintained by the homeowner as eroded areas are not warranted.

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence,
Kaufman and Broad will not install a new fence on Purchaser's lot. If the standard
fencing is adjacent to street or public right-of-way, the homeowner shall be
responsible to maintain the fence. If the fence is located on or adjacent to the
property line between lots belonging to adjacent private property owners, then the
property owners shall be jointly responsible to repair and maintain the fence. Such
fences cannot be removed or modified without agreement between such owners.
Fences may not be located on the lot lines and Purchaser should refer to the plot
map provided to Purchaser at point of sale or available in the Sales Office for actual
lot lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

Arizona Public Service (Aps) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602) 861-1999
Lot purchaser's cost to receive service is approximately a $50.00 refundable
deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse)
200 W. Washington, Phoenix, AZ 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse service is
approximately $21 .64 hook up fee.

f

Page 29 of 33



Cox Communication (provides cable television)
17602 North Black Canyon Highway
Phoenix, AZ 85203
(602) 866-0072
Lot purchaser's cost to receive service is approximately $37.44

USWEST Communications (provides telephone)
P.O. Box 29060, Phoenix AZ 85038
(602) 490-2355
Lot purchaser's cost to receive service is approximately a $120.00 deposit, if
required, a minimum hook up charge of $45.50 to $66.50, and a zone
connection fee of $53.30 or more may be charged.

The information above regarding utilities is current as of the date of this
Disclosure Statement, but is subject to change. Kaufman and Broad neither
guarantees the establishment or the continued provision of such utilities, nor the
quality of service delivered or providers of such utilities. Arrangements for service
installation and repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser will not own the mineral, oil and gas rights under
Purchaser's land below a depth of 500 feet. The owner of these subsurface mineral
rights, and the overlying and other water rights, will not have a right to surface entry
from Purchaser's property. The reservation of these rights is shown on the legal
description of the Community in the overall preliminary title report, which is available
for review in the Sales Office.

Your title report and underlying title exceptions will provide a fuller description
of the limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the city of Phoenix, which will have the responsibility for their
repair and maintenance. Questions regarding public streets and/or parking should
be directed to Thomas Callow, Transportation Department - Streets Director, at
(602) 262-6284. The mailing address is 200 West Washington, Phoenix, Arizona,
85003.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the location and grouping of these
mailboxes and the commencement of mail deliver service is determined by the
Postmaster. If Purchaser has any questions, please call the United States Postal
Service at (800) 275-8777.

Lender-of-Choice: One of the services provided for Kaufman and Broad
customers is assistance in arranging a loan to purchase through Kaufman and
Broad Mortgage Company, subject to necessary qualifications by Purchaser. There
is no obligation on Purchaser's part whatsoever to use the lending services of

f
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Kaufman and Broad Mortgage Company. Purchaser may select any lending
institution of his/her choice for the purpose of securing mortgage financing and are
not limited to Kaufman and Broad Mortgage Company.

Although Purchaser is not required to use the services of Kaufman and Broad
Mortgage Company, prior to entering into a contract to purchase a home from
Kaufman and Broad, Purchaser may be required to provide the basic information as
required on the form of the Kaufman and Broad Mortgage Company loan application
and permit a credit report to be obtained by Kaufman and Broad in order to pre-
qualify Purchaser as a legitimate prospective purchaser. The credit report fee is not
refundable after entering into a purchase contract with Kaufman and Broad.

Insurance Requirements including Flood Insurance: For loans made through
Kaufman and Broad Mortgage Company (and indeed nearly all residential property
lenders), it is required that hazard insurance and other property coverage benefiting
the Purchaser and/or the lender be in effect at the time of closing. If Purchaser has
not made independent arrangements in a reasonable time before title is to be
transferred, Purchaser has authorized Kaufman and Broad Mortgage Company to
place the required insurance on the property through an authorized agent of
Kaufman and Broad Insurance Agency, Inc. Further information can be obtained by
contacting Frank Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent,
Kaufman and Broad Insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor,
Woodland Hills, California, 91367, or 800-446-3371.

In addition, if the home is located in an area designated by the Federal
Emergency Management Agency ("FEMA") as a "Special Flood Hazard Area", then
a flood insurance policy will also be required to be in effect at the close of escrow. If
a lot is so designated, Purchaser will be informed of its Special Flood Hazard Area
status by Kaufman and Broad. Title reports should be reviewed carefully for these
references as well.

Limited Warranty: As a new homebuyers, Purchaser will be protected by the
Kaufman and Broad New Home Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at
any time. Purchaser will also be asked to review, sign and accept the Warranty at
the time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by Kaufman
and Broad in connection with Purchaser's new home. The Warranty describes
Kaufman and Broad's repair and warranty obligations and the procedures for
making warranty claims and settling disputes.

Although Purchaser should refer to the Warranty for specific details of
coverage, some of the basic terms are as follows:
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• The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.

• Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax claims to (602) 220-4895 or call
the Customer Service Department.

'W

• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.

Lot Transfer Fee: Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture: When Purchaser enters into a purchase
agreement to purchase a home from Kaufman and Broad, Purchaser must deposit a
specific amount of earnest money. That deposit holds the home for purchase until
all of the necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement
results in the forfeiture of the earnest money deposit. Purchaser should review the
purchase agreement and discuss this issue with the salesperson at the time of
purchase. The terms of the Purchase Agreement will control Deposit
Forfeiture and/or Liquidated Damages issues. The purpose of this Notification
of Deposit Forfeiture is limited to give Purchaser notice of the narrower issue of
the impact of a cancellation after installation of flooring and certain other finish
items.

The above-referenced items will be chosen by the Purchaser in Kaufman and
Broad's New Home Showroom after the loan interview. Upon Kaufman and Broad's
receipt of written notification of loan approval from Purchaser's mortgage lender,
these items will be released for installation. If Purchaser should cancel the contract
to purchase the home after any such items have been ordered, the costs of these
items will be deducted from the deposit and retained by Kaufman and Broad. The
balance of Purchaser's deposit will be treated as governed by the terms of the sales
agreement. Purchaser's signature on this Disclosure Statement under "Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.
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Statements and Agreements by Salesperson:Kaufman and Broad s not
responsible for, or bound by, any statement or agreement by a salesperson or agent
unless such statement or agreement is in writing and is signed by the President or
Sales Manager of Kaufman and Broad. If any salesperson has made a
representation to Purchaser, Purchaser must put it in writing in the space provided
below. inserting the word "none" in the space below or leaving the space below
blank means that Purchaser has not relied upon any verbal representation from
Kaufman and Broad.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:

Purchaser's Acknowledgment of Receipt of Disclosure Statement:I
acknowledge that I have received and read this Disclosure Statement. I also realize
that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of
7 200

Purchaser:

Purchaser:

Plan:

Tract:/Plat: Lot Number:

Community:

Property Address:
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DISCLOSURE STATEMENT
KB H o M E
Phoenix

432 n. 44"' Street, Suite 200
Phoenix, Arizona 85008

Arizona WesWiew ISSUED: 2/4/00
REISSUEDI 8/15/00
REISSUED: 1/14/02

Phoenix, Arizona 85027
Maricopa County

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THis Is AN IMPORTANT DOCUMENT. KB HOME REQUIRES THAT PURCHASER
SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT
OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS
RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION
IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE
DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS NO CONTROL OVER MUCH OF THE INFORMATION COVERED IN
THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE
WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO
INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING
THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE
INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH
RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE
PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE
COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR
NUISANCES.

To the best of its knowledge, KB HOME Phoenix Inc. (hereinafter referred to as "KB
HOME") states that the following information concerning the Community is accurate
as of the date of this statement, which is set forth above.
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Location: Arizona Westview (the "Community") is located in the City of Phoenix,
Maricopa County, Arizona, with the entrance to the Community on the ADOT
Frontage Road and Dynamite Boulevard.

l !

Future Development and Home Design Changes:Purchaser is hereby informed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasing the size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular buildout schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

Adjacent Areas:Currently, the property to the north of the Community contains
CAP Cana! followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated I-17/Black Canyon Freeway followed by S-1 Ranch or
farm residence and property approved for R1-6 and R1-8, single family residential.

The property located within % mile to the southeast of the Community on the east
side of I-17/Black Canyon Freeway has been approved for CP/GCP (Commerce
Park, General Commerce Park Option), Hayden Rhodes Aqueduct/CAP Canal,
adjacent to the north and approx. % mile west, Middle Mountain, approx. 1/4 mile
north, Ben Avery Shooting Facility, approx. 3 3/4 miles north, Skunk Creek, approx.
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% mile south and approx. 1/4 mile east, Deems Hills, approx. 1 miles southwest,
Deems Hills Recreation Area, approx. 3/4 mile southwest, Skunk Creek Landfill,
approx. 1 3/4 miles south, Adobe Mountain Juvenile Institute, approx. 2 1/4 miles
south, APS Biscuit Flat substation on the northern boundary of the Community, CAP
water booster station, approximately % mile southwest of the Community, Adobe
Mountain, approx. 2 1/2 miles south, Adobe Dam, approx. 3 miles south, Adobe
Dam Recreation Area, approx. 3 miles south, Adobe Dam Golf club, approx. 3 %
miles southwest, Waterworld U.S.A., approx. 3 3/4 miles southwest, Victory Lane
Sports Complex, approx. 33/4 miles southwest, McGill Ultralight Field, approx. 5
miles southwest, Agua Fria Freeway (Loop 101), approx. 4 3/4 miles south, Scatter
Wash, approx. 3 3/4 miles south, lnterstate 17 (Black Canyon Freeway), adjacent to
the east.

APS has selected a future substation site approximately 1% mile north of the
Community. For further information, contact Mike Dewitt, APS Project Manager, at
(602) 493-4446.

City of Phoenix is scheduled to begin construction of the North Gateway Waste
Water Treatment Plant the Summer of 2002, to be located approximately % mile
north of the Community. For further information, contact Jim Shannon, City of
Phoenix Project Manager, at (602)495-5407.

Although this Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
around or otherwise inspect the Community and the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
transaction because different conditions may impact the purchasing decision
on an individual basis.

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information on
possible future developments adjacent or near to the Community within the City of
Phoenix, contact David Richert, Planning Director, located at 200 West Washington
Street, Phoenix, Arizona, 85003, or (602) 262-7131.

Skunk Creek LandHIl: The Community is located approximately 1% miles north of
the Skunk Creek Landfill. The landfill is located at 3165 West Happy Valley Road,
Phoenix, Arizona 85027, % mile west of 1-17 and Happy Valley Road. The hours of
operation are from 5:30 a.m. to 5:00 p.m. Monday through Friday and 8:00 a.m.
through 4:00 p.m. on Saturdays, Sundays. Summer hours of operation are from
5:30 a.m. to 5:00 p.m. Monday through Friday and 6:00 a.m. through 3:00 p.m. on
Saturdays, Sundays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,
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wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Public Works Department at 101 South Central Avenue,
Phoenix, Arizona 85004, or at (602) 256-5600 or City of Phoenix Solid Waste
Customer Service at (602) 262-7251 .

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the t-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Blvd are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.

Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particular home site, and its environs at various times of the day to assess
his/her own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the
Community. While KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and Traffic Noise: The Deer Valley Airport is located approximately 5 miles
southeast of the Community at 702 West Deer Valley Road, Phoenix, Arizona
85027. Residents of the Community may see and hear aircraft arriving and
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departing Deer Valley Airport, which may interfere with certain activities at the site
and may be disturbing to certain sensitive individuals.

Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Deer Valley Airport can operate 24 hours per day, seven (7) days per week. The
above hours of normal operations for the facility are imposed due to fiscal and
manpower constraints, as well as being designed to reduce the noise impact of the
operations on the surrounding community. Circumstances frequently arise which
require the airport to be open beyond those times.
Although the Community lies outside of the 65-decibel noise contour line (65 DNL)
for the Deer Valley Airport, flights may produce aircraft noise as a result of flight
operation and may be disturbing to certain individuals. Purchasers should be aware
that DNL levels compute noise levels on an average noise basis, so peaks may
exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This information is accurate as of the date of this Disclosure Statement. Use of the
airport may change. KB HOME makes no warranty or representation as to the
future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of the airport is unknown at this
time, however, potential uses may include, but are not limited to, conversion into
retail and/or industrial facilities, recreational parks, affordable housing, school, jail,
and/or residential development. For additional information, prospective purchasers
may contact Jack Schelter, interim Deer Valley Airport Manager, at 702 w. Deer
Valley Road, Glendale, Arizona, 85027, (623) 869-0975.

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy Industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
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manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential
housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

Power Lines/Magnetic Fields Disclosure: Several electrical transmission lines are
located in the vicinity of the project site. In the future, high voltage power lines may
be constructed along Dynamite Boulevard, Pinnacle Vista Road, 33" Avenue, 315'
Avenue, the CAP Canal northern property line, and/or 1-17 Frontage Road. There
have been numerous studies as to the effect of residential proximity to high power
transmission lines that have concluded that electromagnetic fields transmitted from
electric power lines may or may not be cancer causing or hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
Indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. In addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power lines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (APS), customer service division at (602) 371-7171 or Salt
River Project (SRP), customer service division at (602) 236-8888.
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Correctional Facilities:The Adobe Mountain Juvenile Institute, a secure facility for
male youth offenders, and the Black Canyon Juvenile Institute, a secure facility for
female youth offenders, both operated by the State of Arizona, are located
approximately 2% miles south of the Community. The Adobe Mountain facility
currently houses approximately 400 boys in a total of 17 housing units. The Black
Canyon facility houses approximately 95 girls in a total of 5 housing units. The size
of the correctional facilities and the type of offenders housed at these facilities are
subject to change by state or local correction officials. For further information,
contact the Adobe Mountain Juvenile institute at (623) 869-9050, the Black Canyon
Juvenile institute at (623) 780-1303 or the Arizona Department of Juvenile
Corrections at (602) 542-3987.

Registered Sex Offender Database: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information: The Community is serviced by the Deer Valley Unified District
located at 20402 North 15"' Avenue, Phoenix, Arizona 85027, or (623) 445-5000.
Schools in the Deer Valley School District currently operate on a traditional basis. It
is our understanding that the following schools presently service the Community:

Deer Valley Unified District:

Stetson Hills School
(Grades K-7 for 2001-2002, Grades K-8 for 2002-2003)
25475 North Stetson Hills Loop Road
Glendale, AZ 85310
(623) 445-5300
Principal - Gregory Patrick

Deer Valley Middle School (Grades 7-8 for 2001-2002)
21100 n. 27th Ave.
Phoenix, AZ 85027
(623) 445-3300
Principal - Jack Dillard

Barry Goldwater High School (Grades 9-12)
2820 West Rose Garden Lane
Phoenix, Arizona 85027
(623) 445-3000
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Principal - Carol Patterson

As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).

Public Transportation: As of the date of this disclosure public transportation
service is available near this area. There is a bus stop at 31 S' Avenue at Yorkshire
and another at 29"' Avenue at Beardsley. This information is subject to change. For
exact scheduling costs and further information, please contact Phoenix Public
Transit Department at (602) 262-7242 or Valley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park, 2001 West Wahalla Drive, Phoenix, Arizona 85027. This park
has a community center, lit basketball courts, an exercise course, grills, picnic area,
playground, pool, soccer field, lit softball, lit tennis, lit volleyball (sand and asphalt),
and restrooms. Deer Valley Pool is located at 19400 N. 19"' Avenue, Phoenix,
Arizona 85027, approximately 8 miles southeast of the Community. Deem Hills
Recreation Center is a future park site and will be located at 39"1 Avenue and
Pinnacle Vista Road, approximately 5 miles southwest of the Community. This
recreation center will have hiking trails. Although these facilities are operational or
proposed as of the date of this Disclosure Statement, they are subject to change
and closure. For further information on community services and recreation, please
contact the Northwest District Office of the City of Phoenix Parks and Recreation
Department located at 3901 W. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19"' Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67"1 Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75"' Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police: Fire protection is provided by the City of Phoenix Fire Department.
For general information, please contact the City of Phoenix Fire Department at (602)
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262-6297. The City of Phoenix Police Department provides police protection. For
general information, please contact the City of Phoenix Police Department at (602)
262-7626. For emergency fire or police services please call 911 .

Hospital: John C. Lincoln Hospital - Deer Valley is located at 19829 North 27th
Avenue, Phoenix, Arizona 85027, or (623) 879-6100, approximately 5 miles
southwest of the Community.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by, the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER.

Real estate taxes for the homes in the Community are determined by multiplying the
applicable tax rate by every $100.00 of assessed valuation as determined by the
Maricopa County Tax Assessor. For the purchaser of a lot in this Community, the
"full cash value and limited value" of the lot will be the valuations, as reflected on the
tax roll, determined by the Maricopa County Tax Assessor. Full cash value is used
to determine the secondary tax amount and limited value is used to determine the
primary tax amount. Each value is multiplied by an assessment ratio of 10% to
determine the assessed value. The Maricopa County Treasurer calculates the tax
bill by dividing the assessed value by 100, then multiplying by the current applicable
tax rate. The tax rate has two parts, primary and secondary. For the year 2001, the
primary tax rate for this Community is 7.9448 and the secondary tax rate is 5.2744.
To obtain an estimate of the annual property taxes for a lot, the Maricopa County
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Assessor's Office suggests that the sale price of the home be used and the primary
and secondary tax rates be combined. For example, based on the combined
primary and secondary property tax rate of 13.2192 and an average sale price of
$118,876, the estimated annual property taxes would be $1,571 .45. (property value
of the home may be less than the purchase price). Estimated annual property taxes
: (10% x Average sale price / 100) x (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO 5
CHANGE.

For further information regarding the taxes, prospective buyers should contact the
Maricopa County Treasurer at (602) 506-8511 or the Maricopa County Assessor at
(602) 506-3406, 301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.

Covenants, Conditions and Restrictions: Many new residential communities are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 as 99-
0978276, as amended by Amendment recorded January 18, 2000 as 00-0037142,
and Second Amendment recorded January 11, 2002 as 2002-0034367A, in the
Maricopa County Recorder's Cffice. It is KB HOME's practice to provide a copy of
the CC&Rs to Purchaser for review during escrow. The CC&Rs are also described
in Purchaser's title report. If a copy of the CC8<Rs has not been provided to you, be
sure to request a copy from the sales representative or from escrow sufficiently prior
to the close of escrow to make an adequate review. Purchaser is strong fy advised
to carefully review the recorded CC8¢Rs for important information affecting the use of
Purchaser's property.

During the period that KB HOME is the "Declarant" under the Cc&Rs, KB HOME
has the right but not the obligation to enforce the CC&Rs.

Design Review Committee: Under the terms of the CC&Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Section 5.7 of the
CC8» R's provides that the "design, size, color, location and elevation" of any
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improvement or landscaping, "and all changes thereto, must be approved by the
Committee prior to installation". Any improvements constructed by Purchaser or on
Purchaser's behalf MUST BE PRE-APPRCVED by the Design Review Committee
and once built, must be maintained by Purchaser. Purchasers are urged to review
the criteria set forth in the CC8¢Rs for Design Review Committee review and
approval.

Homeowners Association Dues: When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The amount of $28.00 monthly dues is based on
a budget for the Association's operations prepared by City Property Management
effective January 1, 2002 (the "Budget"). It is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.
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Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

4

Model Home Decorator Items: A list of model home "Decorator Items" which are
not available for purchase will be available for review in each model. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1.
2.
3.

4.
5.
6.

7.

9.

10.
11.
12.

13.
14.
15.
16.
17.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hardscape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,
Thermostat covers,
Automatic front door closures,

8.
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18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KBHOME Studio,
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

4

Changes in Materials and Speeiitcations: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to:

1.
2.
3.
4.
5.
6.
7.
8.

Light fixtures,
Kitchen, bath and linen cabinets,
Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.

Optional Items: The model homes display certain Optional or Upgrade items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade Items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:
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1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Room conversions per plan
Mirrored wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Extensive selection of upgraded floor coverings
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Tinted windows

The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 w. University
Drive, Tempe, AZ, 85281, (480) 858-8960. Some treatments, however, may not be
available at time of purchase.

Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 w. University Drive, Tempe, AZ,
85281, (480) 858-8960. Purchasers are required to visit the studio to select
carpeting, finishes and other materials for their home. Studio representatives will
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assist Purchasers with their selections and guide them through the pricing and fit
with the model selected.

The above-referenced items will be chosen by the Purchaser in KB HOME's Studio
after entering into a purchase agreement. Upon KB HOME's receipt of written
notification of loan approval from Purchaser's mortgage lender, these items will be
released for installation. If Purchaser should cancel the contract to purchase the
home after any such items have been ordered the costs of these items will be
deducted from the deposit and retained by KB HOME. The balance of Purchaser's
deposit will be treated as governed by the terms of the sales agreement.
Purchaser's signature on this Disclosure Statement under "Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.

Standard Features: The base price of a home constructed by KB HOME includes
the features listed below, plus the standard lot only: Standard carpeting is also
included in the purchase price of the home and carpet must be ordered through and
installed by KB HOME prior to the close of escrow.

Exterior:
Rear yard fencing with one (1) access gate to front yard
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
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Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms :
Master bedroom suite w/'adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, Studio allowances, new
floorplans, additional features, and other similar incentives (collectively, "Incentives")
to past or future purchasers of properties in the Community (or any other community
developed, constructed or sold by KB HOME) without any obligation to offer any
comparable Incentives to the Purchaser. The Purchaser further acknowledges that
it has satisfactorily negotiated its purchase price for a particular property (and
improvements) within the Community and that Purchaser is fully satisfied with such
price and the Incentives received in connection with the negotiation of such price.
Other than Purchaser's contracted price, all other prices, terms, upgrades, and other
concessions, are subject to change without notice at the discretion of KB HOME,
including changes in the model homes offered for sale, specification levels in future
homes, etc. Purchaser also acknowledges that Studio coupons, or other incentives
distributed by KB HOME at various times as part of mass marketing campaigns,
must be presented at the time of purchase or they are invalid and will not be
honored.
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Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions Set forth below and subject to the contents of the
Community's "Fit List" identifying the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HOME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:

(a) Select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) Elect to have the Desired Model and Desired Elevation constructed on a
different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for lot location. Such
price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) ail funds previously deposited shall be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

Construction Schedule and Completion Date: Unless a senior officer of KB
HOME has provided a clear written statement that a particular home is available for
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immediate occupancy, all homes will require substantial construction before they are
ready for sale and/or occupancy. Projecting the timing of the completion of
construction is difficult and delays in completion are common. KB HOME will use its
best efforts to keep Purchaser informed of delays in the construction schedule to
assist in scheduling moving and move in dates, however, Purchaser understands
and acknowledges that: (a) KB HOME makes no representation as to the actual
date of completion of the home, (b) any target completion dates and move in dates
provided by sales or construction staff represent estimates only; and (c) are subject
to adjustment and change (including any periodic updates). Prospective purchasers
are hereby notified that KB HOME will not be responsible for inconvenience, loss or
expense (including costs of scheduling movers, storage time, etc.) to the Purchaser
resulting from delays in completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME and are the subject of copyright law
protection. KB HOME does not permit its architectural plans to be copied or
removed from the Sales Office under any circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.

Azfustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.
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Square Footage: Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in homes constructed by KB
HOME is 20 feet in width by 20 feet in depth. In some instances, where permitted
by applicable municipal zoning ordinances or building codes, two-car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community before Move-ln: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOME will permit the Purchaser to enter their lot and
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the construction area surrounding the lot provided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Office hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTIALLY HAZARDOUS. There are numerous risks of
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community. Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.

Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has taken title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New homes constructed by KB HOME contain
numerous appliances and types of mechanical equipment which, if used improperly,
could result in (a) damage to the particular appliance or mechanical equipment or
(b) damage or injuries to persons or property. Typically, at the customer orientation,
KB HOME personnel will demonstrate the basic operations and safety precautions
for such appliances and equipment and homeowners will also be provided with
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applicable instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME Limited Warranty for
details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. In
the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
Indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC&Rs
or design guidelines.

If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.

KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or Studio representatives unless in writing
signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or Studio selection options with respect to
interior or exterior tile. All grout is pre-mixed by the manufacturer and blended for
color at their factories. Grout colors cannot be guaranteed against impurities in the
local waters that are mixed with grout or against drying or against other causes of
color variation. These, as well as other factors, can cause grout colors to vary in
shade when compared to the color palettes or boards used in the selection process.
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Wood Products and Finishes:The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the Studio, but such discoloration does not
identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl
seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazedwindows.

Excessive condensation -- most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. Please see the
Condensation and Mold section below for some practical tips on reducing
condensation.

SmokeDetectors:Public health and safety law adopted in the State of Arizona
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery-powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by state law.
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AREA INSULATION
TYPE

PRE-INSTALL
THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Batts &
Stucco Foam Board

ll
3% R-1 g

Exterior Ceilings Fiberglass Bates or
Blown Fiberglass/Cellulose ll8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Batts ll
3% R-13

l

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this Code provision. Please be aware that it is the Purchaser's obligation (and
not the obligation of KB HOME) to regularly test and maintain the lawful, working
condition of these smoke detectors in the future and with respect to any future sale
of the home to any third party. On most of these smoke detectors (but not all),
testing can be done by firmly pressing the light lens located near the center of the
cover for a few seconds. If working, the alarm will sound on smoke detectors that
operate on the home's electric current. A battery backup is provided so that the
detector operates in power outages. On most of these smoke detectors, a chirping
noise is sounded if the battery is low. Some smoke detectors operate on battery
power only. These batteries must be tested periodically as the batteries will
eventually require replacement.

Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KB HOME Limited Warranty and in such event the plumbing contractor
dispatched by KB HOME will charge for the service call. If evidence indicates
improper usage of the toilet and damage to floors, etc. has occurred, the plumbing
contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Condensation and Mold: Governmental agencies may impose energy efficiency
requirements in residential construction. While energy efficiency is obviously very
important, one of its consequences is that homes are more airtight today than they
were before energy efficiency requirements were enacted. Because of the resulting
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restricted airflow within homes, today's homes are typically subject to increased
condensation levels. You may notice condensation around windows, windowsills,
window tracks, and sliding glass doors. When possible and feasible in conjunction
with outside weather conditions, KB HOME recommends opening windows slightly
(considering comfort and security) to increase airflow and to reduce condensation
levels. Bathroom and kitchen exhaust fans should be operated when moisture is
being generated (showering, boiling liquid, cooking with gas). Windows in
bathrooms and adjoining rooms should also be opened, at least partially
(considering comfort and security) during hot showers and baths to limit
condensation. If you notice excessive condensation in your home, we recommend
that it simply be wiped dry with a common absorbent towel as much as on a daily
basis. It is important to not leave excessive condensation in place because it can
lead to deterioration of wood and drywall surfaces and to mold growth. For this
reason, KB HOME also discourages anything other than occasional usage of
humidifiers in the home because regular use of humidifiers can lead to excessive
condensation and mold.

Molds are ubiquitous micro-organisms, which constitute approximately twenty-five
percent of the biomass on the planet. Mold exists outdoors and indoors and
performs ecologically vital functions in eliminating dead and decaying organic
material (for example, leaves and compost). To "live", mold requires moisture and
food. Some of the common household materials that allow mold growth include
food, garbage, clothing, plants, compost, drywall, carpet, insulation, lumber, among
other items, provided they remain moist for several days or weeks.

Mold spores easily become suspended in the air and are regularly exchanged
between indoor and outdoor environments through the air, by clothing and shoes,
and many other items brought into the home. Some molds, in elevated airborne
concentrations, may cause allergic or hay fever symptoms in people who are
sensitive to mold. In some cases, people who are highly sensitive to mold may have
asthmatic or other reactions. individuals with suppressed immune systems may be
at risk for mold infections. Such infections are rare, but may be a significant concern
for this highly sensitive group.

Good housekeeping practices (regular vacuuming and other cleaning) should help
keep mold levels normal. Bleach solutions and tile cleaners often have ingredients
that will eliminate and/or prevent mold growth. Check your local grocery store and
review product labels for products that are specifically designed to eliminate mold
and mold growth. On hard surfaces, homeowners should wash mold off and
completely dry the surfaces.

The best way to prevent uncontrolled indoor mold growth is to control moisture and
to promptly eliminate it. When excessive moisture or water accumulates indoors,
abnormal mold growth may occur, particularly if the moisture problem remains
undiscovered or uncorrected, and materials stay damp for days or weeks. fn order to
minimize moisture, homeowners should: immediately fix leaky plumbing or other
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sources of water or moisture, keep air conditioner, refrigerator and dehumidifier drip
pans clean and dry, use exhaust fans or open windows slightly (considering comfort
and security) in kitchens and bathrooms when showering, cooking or using the
dishwasher, vent clothes dryers to the outside, maintain low indoor humidity, and
wipe dry condensation or moisture build~up. During your warranty period, please
immediately contact KB Home if your home experiences any form of non-
homeowner maintenance water intrusion resulting from a problem with any
component KB Home installed into your home.

If your home experiences mold after your warranty period, homeowners should take
the appropriate steps to clean up the mold and eliminate the source of moisture.
Bleach and the other products referenced above may be helpful in controlling mold
conditions. Depending on the amount of mold, the materials to which it has
attached may need to be removed and replaced. Care should be taken during the
removal process to prevent releasing spores beyond the affected area. If mold
contamination is extensive or is of concern, homeowners should consult a KB
HOME customer service representative for possible coverage under the KB HOME
Limited Warranty and/or referral to a professional mold clean up or restoration
company. For more information regarding mold, visit the U.S. Environmental
Protection Agency mold web site at .eoa.Gov\iad\pubs\moIdresources.html, or
the U.S. Centers for Disease Control and Prevention at .cdc.gov and search for
the keyword "mold".

Electrical Outlets in Garage: Applcable building codes adopted in Arizona may
require that electrical outlets in garages be provided with ground fault interrupter
circuits. Where installed, these circuits are not intended for use with any appliances,
especially refrigerators, freezers and aquariums or on any service that an
interruption of electrical power would cause a problem. KB HOME STRONGLY
RECOMMENDS THAT PURCHASER NOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY
SERVICE (sucH AS FREEZERS) THAT WOULD BE HARMED BY AN INTERRUPTION OF
ELECTRlCALpowER. KB HOME cannot be held responsible for the contents of
appliances that are damaged because of the ground fault interrupter switches
shutting off, nor can we be held responsible for damage to the appliance units
themselves. PLEASECHECK WITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, AZ, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the building inspection department, for the use intended. For
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further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Mario B. Saldamando, the City Engineer, at
(602) 534-3678. The address is 200 West Washington St. Phoenix, AZ 85003.
Purchaser may also contact the soils engineer, Scott R. smith, P.E. at 2002 West
North Lane Phoenix, AZ, 85021, or at (602) 861-2002.

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned
slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CABLES

U

ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT ATTEMPT TO CUT
THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB
SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION
OF THE CABLES RUNNING WITHIN THE SLABS. CONTACT SCOTT R. SMITH, CONSTRUCTION
inspection AND TESTING COMPANY, 2002 w. NORTH LANE PHoEnix, ARIZONA 85201
OR (602) 861 -2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, and the U.S. Public Health Service have expressed concern
over the presence of radon gas in homes. Prolonged exposure to high levels of
indoor radon or its progeny may affect the health of residents. Although such
conditions may exist at the Community, KB HOME has made no investigation to
determine whether radon gas is or will be present in the home or affecting the
premises, and the Community makes no representation or warranty as to (a) the
presence or lack of radon or hazardous environmental conditions nor (b) the effect
of radon or any such condition on the Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1305 or the Maricopa County
Environmental Services Department at (602) 506-6623.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
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the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Office of the Maricopa County Recorder as Book
516 of Maps, Page 15. Additional easements are created within the CC&Rs.
Although the following list identifies significant easements which effect the
Community, and the lots affected by such easements, the list of easements and/or
the decisions of the particular easement may not be exhaustive and Purchasers are
urged to carefully review the title report and/or copies of the easement
documentation for fuller understanding.

*u

8' Public Utility Easement (P.U.E) on all lots

1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83-84,101 -102,129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10, 19-20,30-31 ,41 -42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183_184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,261262,267,268,298-299,308-309
318-319,329,331 ,333,337,340,344,346,356,365,394,401 ,402,409,
415- 416,423,432,433,TraC1 B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

Qwest 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west of
lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may

In
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affect the use of Purchaser's property. A copy of these documents may be obtained
from Bob Mendez, Title Officer, First American Title Company, 4801 E. Washington
Street, Phoenix, AZ, 85034. The telephone number is (602) 685~7779.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that he/she should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within
the drainage pattem(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hardscape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. It is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.
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Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review
in the Community sales office. LANDSCAPING wILL HAVE BEEN INSTALL'EO AT THE
HOMEOWNER ORIENTATION. KB HOME doEs NOT ACCEPT RESPONSIBILITY FOR THE
CARE,MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW
EXCEPT FOR PROBLEMS NOTEO AT THE HOMEOWNER ORIENTATION. KB HOME wILL
WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED(l.E.PROPER WATERING AND
cu'mns) BY THE PURCHASER, FOR30 mAyson sHRuBs, 90 DAYS on TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED IN WRITING To KB HOME ouRlnG THls30-90DAY oR 1 YEAR WARRANTY
PERIOD ARE NOT COVERED BY THEWARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTY AFTER THE CLOSE OF
ESCROW.

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land, which result in drainage
problems or any hazards. (Please also see the section elsewhere in this Disclosure
entitled "Drainage" for certain issues Purchasers should consider regarding drainage
on their property.)

In some instances, Purchasers may be required by applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC8¢Rs.

Questions regarding grading should be referred to the civil engineering firm, RBF
Consulting, 16605 n. 28th Avenue, Suite 100, Phoenix, AZ, (602) 467-2200.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
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maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
surrounding the Community, KB HOME cannot guarantee to preserve any potential
view now or in the future. KB HOME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HOME makes no representation as to the preservation of existing or future views
from the project.

Tract boundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be

1 I
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added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wall. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted. .

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
between lots belonging to adjacent private property owners, then the property
owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and Purchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

Arizona Public Service (Aps) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602) 861 -1999
Lot purchaser's cost to receive sewioe is approximately a minimum $65.00
refundable deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse service)
305 West Washington Street, Phoenix, Arizona, 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse services is a $27.26
activation fee. Cost to purchaser for water, sewer, and refuse service is
approximately $35.46 plus water consumption cost per month.

Cox Communications (provides cable television)
17602 North Black Canyon Highway, Phoenix, Arizona, 85053

Page 31 of 33



1

(602) 277-1000
Lot purchaser's cost for service is a $37.44 new connection fee.

Qwest Communications (provides telephone)
P.O. Box 29060, Phoenix, Arizona, 85038
(800) 244-1111
Lot purchaser's cost for service is a $35.00 minimum installation fee and
refundable deposit may be required.

The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land. The owner of these subsurface mineral rights, and the overlying
and other water rights, will not have a right to surface entry from Purchaser's
property. The reservation of these rights is shown on the legal description of the
Community in the overall preliminary title report, which is available for review in the
Sales Of lice.

Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the City of Phoenix, which will be responsible for their repair
and maintenance. Questions regarding public streets and/or parking should be
directed to Thomas Callow, the City of Phoenix Street Transportation Department
Director, located at 200 West Washington Street, Phoenix, Arizona 85003, or at
(602) 262-6136.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the Postmaster determines the location
and grouping of these mailboxes and the commencement of mail delivery service. If
Purchaser has any questions, please call the United States Postal Service at (800)
275-8777.

Lender-of-Choice: One of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through Kaufman and Broad Mortgage
Company, subject to necessary qualifications by Purchaser. There is no obligation
on Purchaser's part whatsoever to use the lending services of Kaufman and Broad
Mortgage Company. Purchaser may select any lending institution of his/her choice
for the purpose of securing mortgage financing and are not limited to Kaufman and
Broad Mortgage Company.
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Although Purchaser is not required to use the services of Kaufman and Broad
Mortgage Company, prior to entering into a contract to purchase a home from KB
HOME, Purchaser may be required to provide the basic information as required on
the form of the Kaufman and Broad Mortgage Company loan application and permit
a credit report to be obtained by KB HOME in order to pre-qualify Purchaser as a
legitimate prospective purchaser. The credit report fee is not refundable after
entering into a purchase contract with KB HOME.'

Insurance Requirements including Flood Insurance: For loans made through
Kaufman and Broad Mortgage Company (and indeed nearly all residential property
lenders), it is required that hazard insurance and other property coverage benefiting
the Purchaser and/or the lender be in effect at the time of closing. If Purchaser has
not made independent arrangements in a reasonable time before title is to be
transferred, Purchaser has authorized Kaufman and Broad Mortgage Company to
place the required insurance on the property through an authorized agent of
Kaufman and Broad Insurance Agency, Inc. Further information can be obtained by
contacting Frank Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent,
Kaufman and Broad Insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor,
Woodland Hills, California, 91367, or 800-446-3371.

In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed of its Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

Limited Warranty: As a new homebuyers, Purchaser will be protected by the KB
HOME Limited Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes.

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

• The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.
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• Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax written claims to (602) 220-4895
or call the Customer Service Department at (602) 306-1000.

The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.

Lot Transfer Fee: Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture: When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture and/or
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation.

Statements and Agreements by Salesperson:KB HOME is not responsible for, or
bound by. any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:

Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
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\ that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of l 200

Purchaser:

Purchaser:
4

Plan:

Tract:/Plat: Lot Number:

Community:

Property Address:

1.
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DISCLOSURE STATEMENT

K B H O M E
P h oe ni x

432 n. 44th Street, Suite 200
Phoenix, Arizona 85008

Arizona ROC #'s 099276, 132532

Arizona Westview
Phoenix, Arizona 85027
Maricopa County

ISSUED: 2/4/00
REISSUEDs 8/15/00
REISSUED: 1/14/02
REISSUEDs 3/18/02

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THIS IS AN IMPORTANT DOCUMENT. KB HOME REQUIRES THAT PURCHASER

SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT

OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS

RECEIVED AND READTHE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION

IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE

DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS NO CONTROL OVER MUCH OF THE INFORMATION COVERED IN

THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE

WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.

To the best of its knowledge, KB HOME Phoenix Inc. (hereinafter referred to as "KB
HOME") states that the following information concerning the Community is accurate
as of the date of this statement, which is set forth above.
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Location: Arizona Westview (the "Community") is located in the City of Phoenix,
Maricopa County, Arizona, with the entrance to the Community on the ADOT
Frontage Road and Dynamite Boulevard.

FutureDevelopment and Home Design Changes:Purchaser is hereby informed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or'fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasing the size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular buildout schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

Acuacent Areas:Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated I-17/Black Canyon Freeway followed by s-1 Ranch or
farm residence and property approved for R1-6 and R1-8, single family residential.

The property located within % mile to the southeast of the Community on the east
side of l-17/Black Canyon Freeway has been approved for CP/GCP (Commerce
Park, General Commerce Park Option), Hayden Rhodes Aqueduct/CAP Canal,
adjacent to the north and approx. % mile west, Middle Mountain, approx. 1/4 mile
north, Ben Avery Shooting Facility, approx. 3 3/4 miles north, Skunk Creek, approx.
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%t mile south and approx. 1/4 mile east, Deems Hills, approx. 1 miles southwest,
Deems Hills Recreation Area, approx. 3/4 mile southwest, Skunk Creek Landfill,
approx. 1 3/4 miles south, Adobe Mountain Juvenile Institute, approx. 2 1/4 miles
south, APS Biscuit Flat substation on the northern boundary of the Community, CAP
water booster station, approximately % mile southwest of the Community, Adobe
Mountain, approx. 2 1/2 miles south, Adobe Dam, approx. 3 miles south, Adobe
Dam Recreation Area, approx. 3 miles south, Adobe Dam Golf Club, approx. 3 %t
miles southwest, Waterworld U.S.A., approx. 3 3/4 miles southwest, Victory Lane
Sports Complex, approx. 3 3/4 miles southwest, McGill Ultralight Field, approx. 5
miles southwest, Agua Fria Freeway (Loop 101), approx. 4 3/4 miles south, Scatter
Wash, approx. 3 3/4 miles south, lnterstate 17 (Black Canyon Freeway), adjacent to
the east.

APS has selected a future substation site approximately % mile north of the
Community. For further information, contact Mike DeWitt, APS Project Manager, at
(602)493-4446.

City of Phoenix is scheduled to begin construction of the North Gateway Waste
Water Treatment Plant the Summer of 2002, to be located approximately % mile
north of the Community. For further information, contact Jim Shannon, City of
Phoenix Project Manager, at (602) 495-5407.

Although this Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
around or otherwise inspect the Community and the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
transaction because different conditions may impact the purchasing decision
on an individual basis.

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information on
possible future developments adjacent or near to the Community within the City of
Phoenix, contact David Richert, Planning Director, located at 200 West Washington
Street, Phoenix, Arizona, 85003, or (602) 262-7131.

Skunk Creek Landifll: The Community is located approximately 1% miles north of
the Skunk Creek Landfill. The landfill is located at 3165 West Happy Valley Road,
Phoenix, Arizona 85027, % mile west of 1-17 and Happy Valley Road. The hours of
operation are from 5:30 a.m. to 5:00 p.m. Monday through Friday and 8:00 a.m.
through 4:00 p.m. on Saturdays, Sundays. Summer hours of operation are from
5:30 a.m. to 5:00 p.m. Monday through Friday and 6:00 a.m. through 3:00 p.m. on
Saturdays, Sundays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,

Page 3 of 35



wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Public Works Department at 101 South Central Avenue,
Phoenix, Arizona 85004, or at (602) 256-5600 or City of Phoenix Solid Waste
Customer Service at (602) 262-7251 .

Noise: Noise may be ah issue for some individuals, as a result of the Community's
close proximity to the 1-1.7 freeway. Adjacent to the east of the Community is the |-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Blvd are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.

Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particular home site, and its environs at various times of the day to assess
hisser own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 w. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the
Community. While KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and Traffic Noise: The Deer Valley Airport is located approximately 5 miles
southeast of the Community at 702 West Deer Valley Road, Phoenix, Arizona
85027. Residents of the Community may see and hear aircraft arriving and
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departing Deer Valley Airport, which may interfere with certain activities at the site
and may be disturbing to certain sensitive individuals.

Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Deer Valley Airport can operate 24 hours per day, seven (7) days per week. The
above hours of normal operations for the facility are imposed due to fiscal and
manpower constraints, as well as being designed to reduce the noise impact of the
operations on the surrounding community. Circumstances frequently arise which
require the airport to be open beyond those times.
Although the Community lies outside of the 65-decibel noise contour line (65 DNL)
for the Deer Valley Airport, flights may produce aircraft noise as a result of flight
operation and may be disturbing to certain individuals. Purchasers should be aware
that DNL levels compute noise levels on an average noise basis, so peaks may
exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This information is accurate as of the date of this Disclosure Statement. Use of the
airport may change. KB HOME makes no warranty or representation as to the
future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of the airport is unknown at this
time, however, potential uses may include, but are not limited to, conversion into
retail and/or industrial facilities, recreational parks, affordable housing, school, jail,
and/or residential development. For additional information, prospective purchasers
may contact Jack Schelter, interim Deer Valley Airport Manager, at 702 w. Deer
Valley Road, Glendale, Arizona, 85027, (623) 869-0975.

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy Industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the Stateof Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
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manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential
housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

w

Power Lines/Magnetic Fields Disclosure: Several electrical transmission lines are
located in the vicinity of the project site. In the future, high voltage power lines may
be constructed along Dynamite Boulevard, Pinnacle Vista Road, 33"'Avenue, 1315*
Avenue, the CAP Canal northern property line, and/or 1-17 Frontage Road. There
have been numerous studies as to the effect of residential proximity to high power
transmission lines that have concluded that electromagnetic fields transmitted from
electric power lines may or may not be cancer causing or hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
Indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. In addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power lines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (APS), customer service division at (602) 371-7171 or Salt
River Project (SRP), customer service division at (602) 236-8888.
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Correctional Facilities: The Adobe Mountain Juvenile Institute, a secure facility for
male youth offenders, and the Black Canyon Juvenile Institute, a secure facility for
female youth offenders, both operated by the State of Arizona, are located
approximately 2% miles south of the Community. The Adobe Mountain facility
currently houses approximately 400 boys in a total of 17 housing units. The Black
Canyon facility houses approximately 95 girls in a total of 5 housing units. The size
Of the correctional facilities and the type of offenders housed at these facilities are
subject to change by state or local correction officials. For further information,
contact the Adobe Mountain Juvenile Institute at (623) 869-9050, the Black Canyon
Juvenile Institute at (623) 780-1303 or the Arizona Department of Juvenile
Corrections at (602) 542-3987.

Registered Sex Offender Database: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information:The Community is serviced by the Deer Valley Unified District
located at 20402 North 15th Avenue, Phoenix, Arizona 85027, or (623) 445-5000.
Schools in the Deer Valley School District currently operate on a traditional basis. It
is our understanding that the following schools presently service the Community:

Deer Valley Unified District:

Stetson Hills School
(Grades K-7 for 2001-2002, Grades K-8 for 2002-2003)
25475 North Stetson Hills Loop Road
Glendale, AZ 85310
(623) 445-5300
Principal - Gregory Patrick

Deer Valley Middle School (Grades 7-8 for 2001-2002)
21100 n. 27th Ave.
Phoenix, AZ 85027
(623) 445-3300
Principal - Jack Dillard

Barry Goldwater High School (Grades 9-12)
2820 West Rose Garden Lane
Phoenix, Arizona 85027
(623) 445-3000
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Principal - Carol Patterson

As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).

Public Transportation: As of the date of this disclosure public transportation
service is available near this area. There is a bus stop at 31" Avenue at Yorkshire
and another at 29"' Avenue at Beardsley. This information is subject to change. For
exact scheduling costs and further information, please contact Phoenix Public
Transit Department at (602) 262-7242 or Valley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park, 2001 West Wahalla Drive, Phoenix, Arizona 85027. This park
has a community center, lit basketball courts, an exercise course, grills, picnic area,
playground, pool, soccer field, lit softball, lit tennis, lit volleyball (sand and asphalt),
and restrooms. Deer Valley Pool is located at 19400 n. 19"' Avenue, Phoenix,
Arizona 85027, approximately 8 miles southeast of the Community. Deem Hills
Recreation Center is a future park site and will be located at 39"' Avenue and
Pinnacle Vista Road, approximately 5 miles southwest of the Community. This
recreation center will have hiking trails. Although these facilities are operational or
proposed as of the date of this Disclosure Statement, they are subject to change
and closure. For further information on community services and recreation, please
contact the Northwest District Office of the City of Phoenix Parks and Recreation
Department located at 3901 w. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19'" Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67*" Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police: Fire protection is provided by the City of Phoenix Fire Department.
For general information, please contact the City of Phoenix Fire Department at (602)
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262-6297. The City of Phoenix Police Department provides police protection. For
general information, please contact the City of Phoenix Police Department at (602)
262-7626. For emergency fire or police services please call 911 .

Hospital: John c. Lincoln Hospital - Deer Valley is located at 19829 North 27th
Avenue, Phoenix, Arizona 85027, or (623) 879-6100, approximately 5 miles
southwest of the Community.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by. the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of.the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER.

Real estate taxes for the homes in the Community are determined by multiplying the
applicable tax rate by every $100.00 of assessed valuation as determined by the
Maricopa County Tax Assessor. For the purchaser of a lot in this Community, the
"full cash value and limited value" of the lot will be the valuations, as reflected on the
tax roll, determined by the Maricopa County Tax Assessor, Full cash value is used
to determine the secondary tax amount and limited value is used to determine the
primary tax amount. Each value is multiplied by an assessment ratio of 10% to
determine the assessed value. The Maricopa County Treasurer calculates the tax
bill by dividing the assessed value by 100, then multiplying by the current applicable
tax rate. The tax rate has two parts, primary and secondary. For the year 2001, the
primary tax rate for this Community is 7.9448 and the secondary tax rate is 5.2744.
To obtain an estimate of the annual property taxes for a lot, the Maricopa County

r
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Assessor's Office suggests that the sale price of the home be used and the primary
and secondary tax rates be combined. For example, based on the combined
primary and secondary property tax rate of 13.2192 and an average sale price of
$118,876, the estimated annual property taxes would be $1,571.45. (property value
of the home may be less than the purchase price). Estimated annual property taxes
: (10% x Average sale price / 100) x (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO
CHANGE.

For further information regarding the taxes, prospective buyers should contact the
Maricopa County Treasurer at (602) 506-8511 or the Maricopa County Assessor at
(602) 506-3406, 301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.

Covenants, Conditions and Restrictions: Many new residential communizes are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 as 99-
0978276, as amended by Amendment recorded January 18, 2000 as 00-0037142,
and Second Amendment recorded January 11, 2002 as 2002-0034367A, in the
Maricopa County Recorder's Office. It is KB HOME's practice to provide a copy of
the CC&Rs to Purchaser for review during escrow. The CC8tRs are also described
in Purchaser's title report. If a copy of the CC8tRs has not been provided to you, be
sure to request a copy from the sales representative or from escrow sufficiently prior
to the close of escrow to make an adequate review. Purchaser is strongly advised
to carefully review the recorded CC8<Rs for important information affecting the use of
Purchaser's property.

During the period that KB HOME is the "Declarant" under the CC&Rs, KB HOME
has the right but not the obligation to enforce the CC8¢Rs.

Design Review Committee: Under the terms of the CC&Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Section 5.7 of the
CC8<R's provides that the "design, size, color, location and elevation" of any
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improvement or landscaping, "and all changes thereto, must be approved by the
Committee prior to installation". Any improvements constructed by Purchaser or on
Purchaser's behalf MUST BE PRE-APPROVED by the Design Review Committee
and once built, must be maintained by Purchaser. Purchasers are urged to review
the criteria set forth in the CC8 Rs for Design Review Committee review and
approval.

Homeowners Association Dues: When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The amount of $28.00 monthly dues is based on
a budget for the Association's operations prepared by City Property Management
effective January 1, 2002 (the "Budget"). it is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.
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Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional Items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

Model Home Decorator Items: A let of model home "Decorator Items" which are
not available for purchase will be available for review in each model. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1.
2.
3.

4.
5.
6.

10.
11.
12.

13.
14.
15.
16.
17.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hardscape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
Interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
included light fixtures hung to swag,
Thermostat covers,
Automatic front door closures,

9.

8.

7.
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18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KB HOME Studio,
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace; and
Texture preparing selective walls to receive wallpaper.

Changes in Materials and Specifications: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to:

2.
3.
4.
5.
6.
7.
8.

Light fixtures,
Kitchen, bath and linen cabinets,
Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.

Optional Items: The model homes display certain Optional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

1.
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1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Room conversions per plan
Mirrored wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Extensive selection of upgraded floor coverings
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Tinted windows

The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 w. University
Drive, Tempe, As, 85281, (480) 858-8960. Some treatments, however, may not be
available at time of purchase.

Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 W. University Drive, Tempe, AZ,
85281 , (480) 858-8960. Purchasers are required to visit the studio to select
carpeting, finishes and other materials for their home. Studio representatives will
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assist Purchasers with their selections and guide them through the pricing and fit
with the model selected.

The above-referenced items will be chosen by the Purchaser in KB HOME's Studio
after entering into a purchase agreement. Upon KB HOME's receipt of written
notification of loan approval from Purchaser's mortgage lender, these items will be
released for installation. If Purchaser should cancel the contract to purchase the
home after any such items have been ordered the costs of these items will be
deducted from the deposit and retained by KB HOME. The balance of Purchaser's
deposit will be treated as governed by the terms of the sales agreement.
Purchaser's signature on this Disclosure Statement under "Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.

4

Standard Features: The base price of a home constructed by KB HOME includes
the features listed below, plus the standard lot only: Standard carpeting is also
included in the purchase price of the home and carpet must be ordered through and
installed by KB HOME prior to the close of escrow,

Exterior:
Rear yard fencing with one (1) access gate to front yard
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
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Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

»

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, Studio allowances, new
floorplans, additional features, and other similar incentives (collectively, "Incentives")
to past or future purchasers of properties in the Community (or any other community
developed, constructed or sold by KB HOME) without any obligation to offer any
comparable incentives to the Purchaser. The Purchaser further acknowledges that
it has satisfactorily negotiated its purchase price for a particular property (and
improvements) within the Community and that Purchaser is fully satisfied with such
price and the Incentives received in connection with the negotiation of such price.
Other than Purchaser's contracted price, all other prices, terms, upgrades, and other
concessions, are subject to change without notice at the discretion of KB HOME,
including changes in the model homes offered for sale, specification levels in future
homes, etc. Purchaser also acknowledges that Studio coupons, or other incentives
distributed by KB HOME at various times as part of mass marketing campaigns,
must be presented at the time of purchase or they are invalid and will not be
honored.
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Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed On the lot it has
selectedsubject to the restrictions set forth below and subiectto the contents of the
Community's "Fit List" identifying the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HOME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:

(a) Select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) Elect to have the Desired Model and Desired Elevation constructed on a
different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for lot location. Such
price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) all funds previously deposited shall be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

Construction Schedule and CompletionDate:Unless a senor officer of KB
HOME has provided a clear written statement that a particular home is available for
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immediate occupancy, all homes will require substantial construction before they are
ready for sale and/or occupancy. Projecting the timing of the completion of
construction is difficult and delays in completion are common. KB HOME will use its
best efforts to keep Purchaser informed of delays in the construction schedule to
assist in scheduling moving and move in dates, however, Purchaser understands
and acknowledges that: (a) KB HOME makes no representation as to the actual
date of completion of the home, (b) any target completion dates and move in dates
provided by sales or construction staff represent estimates only, and (c) are subject
to adjustment and change (including any periodic updates). Prospective purchasers
are hereby notified that KB HOME will not be responsible for inconvenience, loss or
expense (including costs of scheduling movers, storage time, etc.) to the Purchaser
resulting from delays in completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME and are the subject of copyright law
protection. KB HOME does not permit its architectural plans to be copied or
removed from the Sales Office under any circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.

Acuustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.

Page 18 of 35



Square Footage:Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in homes constructed by KB
HOME is 20 feet in width by 20 feet in depth. In some instances, where permitted
by applicable municipal zoning ordinances or building codes, two-car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community 8efore Move-In:Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers areurged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOMEwifepermit the Purchaser to enter their lot and
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the construction area surrounding the lot provided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Office hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTIALLY HAZARDOUS. There are numerous risks of
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community. Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.

Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has taken title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New homes constructed by KB HOME contain
numerous appliances and types of mechanical equipment which, if used improperly,
could result in (a) damage to the particular appliance or mechanical equipment or
(b) damage or injuries to persons or property. Typically, at the customer orientation,
KB HOME personnel will demonstrate the basic operations and safety precautions
for such appliances and equipment and homeowners will also be provided with
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applicable instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME Limited Warranty for
details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. In
the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
Indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC&Rs
or design guidelines.

If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.

KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or Studio representatives unless in writing
signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or Studio selection options with respect to
interior or exterior tile. All grout is pre-mixed by the manufacturer and blended for
color at their factories. Grout colors cannot be guaranteed against impurities in the
local waters that are mixed with grout or against drying or against other causes of
color variation. These, as well as other factors, can cause grout colors to vary in
shade when compared to the color palettes or boards used in the selection process.
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Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the Studio, but such discoloration does not
identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl
seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for .
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazed windows.

Excessive condensation -- most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. Please see the
Condensation and Mold section below for some practical tips on reducing
condensation.

SmokeDetectors:Public health and safety law adopted in the State of Arizona
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery-powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by state law.
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AREA INSULATION
TYPE

PRE-INSTALL
THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Batty &
Stucco Foam Board

ll
3%
1I'

R-19

Exterior Ceilings Fiberglass Betts or
Blown Fiberglass/Cellulose l l

8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Batts ll
3% R-13

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this Code provision. Please be aware that it is the Purchaser's obligation (and
not the obligation of KB HOME) to regularly test and maintain the lawful, working
condition of these smoke detectors in the future and with respect to any future sale
of the home to any third party. On most of these smoke detectors (but not all),
testing can be done by firmly pressing the light lens located near the center of the
cover fore few seconds. If working, the alarm will sound on smoke detectors that
operate on the home's electric current. A battery backup is provided so that the
detector operates in power outages. On most of these smoke detectors, a chirping
noise is sounded if the battery is low. Some smoke detectors operate on battery
power only. These batteries must be tested periodically as the batteries will
eventually require replacement.

Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KB HOME Limited Warranty and in such event the plumbing contractor
dispatched by KB HOME will charge for the service call. If evidence indicates
improper usage of the toilet and damage to floors, etc. has occurred, the plumbing
contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Condensation and Mold: Governmental agencies may impose energy efficiency
requirements in residential construction. While energy efficiency is obviously very
important, one of its consequences is that homes are more airtight today than they
were before energy efficiency requirements were enacted. Because of the resulting
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restricted airflow within homes, today's homes are typically subject to increased
condensation levels. You may notice condensation around windows, windowsills,
window tracks, and sliding glass doors. When possible and feasible in conjunction
with outside weather conditions, KB HOME recommends opening windows slightly
(considering comfort and security) to increase airflow and to reduce condensation
levels. Bathroom and kitchen exhaust fans should be operated when moisture is
being generated (showering, boiling liquid, cooking with gas). Windows in
bathrooms and adjoining rooms should also be opened, at least partially
(considering comfort and security) during hot showers and baths to limit
condensation. If you notice excessive condensation in your home, we recommend
that it simply be wiped dry with a common absorbent towel as much as on a daily
basis. It is important to not leave excessive condensation in place because it can
lead to deterioration of wood and drywall surfaces and to mold growth. For this
reason, KB HOME also discourages anything other than occasional usage of
humidifiers in the home because regular use of humidifiers can lead to excessive
condensation and mold.

Molds are ubiquitous micro-organisms, which constitute approximately twenty-five
percent of the biomass on the planet. Mold exists outdoors and indoors and
performs ecologically vital functions in eliminating dead and decaying organic
material (for example, leaves and compost). To "live", mold requires moisture and
food. Some of the common household materials that allow mold growth include
food, garbage, clothing, plants, compost, drywall, carpet, insulation, lumber, among
other items, provided they remain moist for several days or weeks.

Mold spores easily become suspended in the air and are regularly exchanged
between indoor and outdoor environments through the air, by clothing and shoes,
and many other items brought into the home. Some molds, in elevated airborne
concentrations, may cause allergic or hay fever symptoms in people who are
sensitive to mold. In some cases, people who are highly sensitive to mold may have
asthmatic or other reactions. Individuals with suppressed immune systems may be
at risk for mold infections. Such infections are rare, but may be a significant concern
for this highly sensitive group.

Good housekeeping practices (regular vacuuming and other cleaning) should help
keep mold levels normal. Bleach solutions and tile cleaners often have ingredients
that will eliminate and/or prevent mold growth. Check your local grocery store and
review product labels for products that are specifically designed to eliminate mold
and mold growth. On hard surfaces, homeowners should wash mold off and
completely dry the surfaces.

The best way to prevent uncontrolled indoor mold growth is to control moisture and
to promptly eliminate it. When excessive moisture or water accumulates indoors,
abnormal mold growth may occur, particularly if the moisture problem remains
undiscovered or uncorrected, and materials stay damp for days or weeks. In order to
minimize moisture, homeowners should: immediately fix leaky plumbing or other
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sources of water or moisture, keep air conditioner, refrigerator and dehumidifier drip
pans clean and dry, use exhaust fans or open windows slightly (considering comfort
and security) in kitchens and bathrooms when showering, cooking or using the
dishwasher, vent clothes dryers to the outside, maintain low indoor humidity, and
wipe dry condensation or moisture build-up. During your warranty period, please
immediately contact KB Home if your home experiences any form of non-
homeowner maintenance water intrusion resulting from a problem with any
component KB Home installed into your home.

If your home experiences mold after your warranty period, homeowners should take
the appropriate steps to clean up the mold and eliminate the source of moisture.
Bleach and the other products referenced above may be helpful in controlling mold
conditions. Depending on the amount of mold, the materials to which it has
attached may need to be removed and replaced. Care should be taken during the
removal process to prevent releasing spores beyond the affected area. If mold
contamination is extensive or is of concern, homeowners should consult a KB
HOME customer service representative for possible coverage under the KB HOME
Limited Warranty and/or referral to a professional mold clean up or restoration
company. For more information regarding mold, visit the U.S. Environmental
Protection Agency mold web site at .epa.oov\iaq\pubs\moldresources.html, or
the U.S. Centers for Disease Control and Prevention at www.cdc.gov and search for
the keyword "mold".

EIectricaIOutlets in Garage: Applicable building codes adopted in Arizona may
require that electrical outlets in garages be provided with ground fault interrupter
circuits. Where installed, these circuits are not intended for use with any appliances,
especially refrigerators, freezers and aquariums or on any service that an
interruption of electrical power would cause a problem. KB HOME STRONGLY
RECOMMENDS THAT PURCHASER NOT USE GARAGE CIRCUITSFOR APPLIANCES OR FOR ANY
SERVICE(sucH AS FREEZERS) THAT WOULD BE HARMED BY AN INTERRUPTION OF
ELECTRICAL powER. KB HOME cannot be held responsible for the contents of
appliances that are damaged because of the ground fault interrupter switches
shutting off, nor can we be held responsible for damage to the appliance units
themselves. PLEASE CHECKWITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, As, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the building inspection department, for the use intended. For
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further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Mario B. Saldamando, the City Engineer, at
(602) 534-3678. The address is 200 West Washington St. Phoenix, AZ 85003.
Purchaser may also contact the soils engineer, Scott R. Smith, P.E. at 2002 West
North Lane Phoenix, AZ, 85021, or at (602) 861-2002.

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned
slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CABLES
ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT ATTEMPT TO CUT
THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB
SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION
OF THE CABLES RUNNING WITHIN THE SLABS. CONTACT SCOTT R. SMITH, CONSTRUCTION
inspection AND TESTING COMPANY, 2002 w. NORTH LANE PHoEnlx, ARIZONA 85201
oR (602) 851 -2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, and the U.S. Public Health Service have expressed concern
over the presence of radon gas in homes. Prolonged exposure to high levels of
indoor radon or its progeny may affect the health of residents. Although such
conditions may exist at the Community, KB HOME has made no investigation to
determine whether radon gas is or will be present in the home or affecting the
premises, and the Community makes no representation or warranty as to (a) the
presence or lack of radon or hazardous environmental conditions nor (b) the effect
of radon or any such condition on the Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1305 or the Maricopa County
Environmental Services Department at (602) 506-6623.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
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the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Office of the Maricopa County Recorder as Book
516 of Maps, Page 15. Additional easements are created within the CC&Rs.
Although the following list identifies significant easements which effect the
Community, and the lots affected by such easements, the list of easements and/or
the decisions of the particular easement may not be exhaustive and Purchasers are
urged to carefully review the title report and/or copies of the easement
documentation for fuller understanding.

8' Public Utility Easement (P.U.E) on all lots

1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83-84,101 -102, 129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10,19-20,30-31 ,41 -42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,261 ,262,267,268,298-299,308-309
318-319,329,331 ,333,337,340,344,346,356,365,394,401 ,402,409,
415- 416,423,432,433,Tract B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98~0631329 in Tract C

Qwest 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west of
lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may
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affect the use of Purchaser's property. A copy of these documents may be obtained
from Bob Mendez, Title Officer, First American Title Company, 4801 E. Washington
Street, Phoenix, As, 85034. The telephone number is (602) 685-7779.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that he/she should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street; ANY INTERFERENCE within
the drainage pattern(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

4

Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hard scape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. It is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.
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Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review

in the Community sales office. LANDSCAPING wILL HAVE BEEN INSTALLED AT THE
HOMEOWNER ORIENTATION. KB HOME DOES NOT ACCEPT RESPONSIBILITY FOR THE
CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW

EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION. KB HOME WILL

WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED (l.E. PROPER WATERING AND
cuTrlnG) BY THE PURCHASER, FOR 30 DAYS on sHRuBs, 90 DAYS on TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED IN wRmnc To KB HOME DURING THls 30-90 DAYoR 1 YEAR WARRANTY
PERIOD ARE NOT COVERED BY THE WARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTYAFTER THE CLOSE OF
ESCROW.

4

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land, which result in drainage
problems or any hazards. (Please also see the section elsewhere in this Disclosure
entitled "Drainage" for certain issues Purchasers should consider regarding drainage
on their property.)

In some instances, Purchasers may be required by applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC&Rs.

Questions regarding grading should be referred to the civil engineering firm, RBF
Consulting, 16605 N. 28th Avenue, Suite 100, Phoenix, AZ, (602)467-2200.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
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maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
surrounding the Community, KB HOME cannot guarantee to preserve any potential
view now or in the future. KB HOME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HOME makes no representation as to the preservation of existing or future views
from the project.

Tract Boundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
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added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wall. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted.

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
between lots belonging to adjacent private property owners, then the property
owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and Purchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

Arizona Public Service (Aps) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602)861-1999
Lot purchaser's cost to receive service is approximately a minimum $65.00
refundable deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse service)
305 West Washington Street, Phoenix, Arizona, 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse services is a $27.26
activation fee. Cost to purchaser for water, sewer, and refuse service is
approximately $35.46 plus water consumption cost per month.

9

Cox Communications (provides cable television)
17602 North Black Canyon Highway, Phoenix, Arizona, 85053
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9

(602) 277-1000
Lot purchaser's cost for service is a $37.44 new connection fee.

Qwest Communications (provides telephone)
P.O. Box 29060, Phoenix, Arizona, 85038
(800) 244-111 1
Lot purchaser's cost for service is a $35.00 minimum installatio'n fee and
refundable deposit may be required.

The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land. The owner of these subsurface mineral rights, and the overlying
and other water rights, will not have a right to surface entry from Purchaser's
property. The reservation of these rights is shown on the legal description of the
Community in the overall preliminary title report, which is available for review in the
Sales Office.

Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the City of Phoenix, which will be responsible for their repair
and maintenance. Questions regarding public streets and/or parking should be
directed to Thomas Callow, the City of Phoenix Street Transportation Department
Director, located at 200 West Washington Street, Phoenix, Arizona 85003, or at
(602) 262-6136.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the Postmaster determines the location
and grouping of these mailboxes and the commencement of mail delivery service. If
Purchaser has any questions, please call the United States Postal Service at (800)
275-8777.

Lender-of-Choice: One of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through KB Home Mortgage Company,
subject to necessary qualifications by Purchaser. There is no obligation on
Purchaser's part whatsoever to use the lending services of KB Home Mortgage
Company. Purchaser may select any lending institution of his/her choice for the
purpose of securing mortgage financing and are not limited to KB Home Mortgage
Company.
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Although Purchaser is not required to use the services of KB Home Mortgage
Company, prior to entering into a contract to purchase a home from KB HOME,
Purchaser may be required to provide the basic information as required on the form
of the KB Home Mortgage Company loan application and permit a credit report to be
obtained by KB HOME in order to pre-qualify Purchaser as a legitimate prospective
purchaser. The credit report fee is not refundable after entering into a purchase
contract with KB HOME. .

Insurance Requirements including Flood Insurance: For loans made through KB
Home Mortgage Company (and indeed nearly all residential property lenders), it is
required that hazard insurance and other property coverage benefiting the
Purchaser and/or the lender be in effect at the time of closing. If Purchaser has not
made independent arrangements in a reasonable time before title is to be
transferred, Purchaser has authorized KB Home Mortgage Company to place the
required insurance on the property through an authorized agent of Kaufman and
Broad Insurance Agency, Inc. Further information can be obtained by contacting
Frank Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent, Kaufman
and Broad insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor, Woodland Hills,
California, 91367, or 800-446-3371.

In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed omits Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

Limited Warranty: As a new homebuyers, Purchaser will be protected by the KB
HOME Limited Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes.

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

• The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.
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• Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax written claims to (602) 220-4895
or call the Customer Service Department at (602) 306-1000.

• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.

Lot Transfer Fee: Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture: When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture and/or
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation.

Statements and Agreements by Salesperson: KB HOME is not responsible for, or
bound by. any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:

Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
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that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of I 200

Purchaser:

Purchaser:
5

Plan:

Tract:/Plat: Lot Number:

Community:

Property Address:
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DISCLOSURE STATEMENT
K B H O M E

P h oh n ix

432 N. 44th Street, Suite 200
Phoenix, Arizona 85008

Arizona ROC #'s 099276, 132532

Arizona Westview
Phoenix, Arizona 85027
Maricopa County

ISSUED: 2/4/00
REISSUED: 8/15/00
REISSUEDs 1/14/02
REISSUED: 3/18/02
*REISSUEDz 9/23/02

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THls is AN IMPORTANT DOCUMENT. K B HOME REQUIRES THAT PURCHASER

SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT

OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS

RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION

IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE

DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS NO CONTROL OVER MUCH OF THE INFORMATION COVERED IN

THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE

WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.

To the best of its knowledge, KB HOME Phoenix Inc. (hereinafter referred to as "KB
HOME") states that the following information concerning the Community is accurate
as of the date of this statement, which is set forth above.
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Location: Arizona Westview (the "Community") is located in the City of Phoenix,
Maricopa County, Arizona, with the entrance to the Community on the ADOT
Frontage Road and Dynamite Boulevard.

Future Development and Home Design Changes:Purchaser is hereby informed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasing the size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular buildout schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

*AcHacent Areas:Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated I-17/Black Canyon Freeway followed by S-1 Ranch or
farm residence and property approved for R1-6 and R1-8, single family residential.

The property located within % mile to the southeast of the Community on the east
side of I-17/Black Canyon Freeway has been approved for CP/GCP (Commerce
Park, General Commerce Park Option), Hayden Rhodes Aqueduct/CAP Canal,
adjacent to the north and approx. % mile west, Middle Mountain, approx. 1/4 mile
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north, Ben Avery Shooting Facility, approx. 3 3/4 miles north, Skunk Creek, approx.
% mile south and approx. 1/4 mile east, Deems Hills, approx. 1 miles southwest,
Deems Hills Recreation Area, approx. 3/4 mile southwest, Skunk Creek Landfill,
approx. 1 3/4 miles south, Adobe Mountain Juvenile institute, approx. 2 1/4 miles
south, APS Biscuit Flat substation on the northern boundary of the Community, CAP
water booster station, approximately % mile southwest of the Community, Adobe
Mountain, approx. 2 1/2 miles south, Adobe Dam, approx. 3 miles south, Adobe
Dam Recreation Area, approx. 3 miles south, Adobe Dam Golf Club, approx. 3 %
miles southwest, Wateiworld U.S.A., approx. 3 3/4 miles southwest, Victory Lane
Sports Complex, approx. 3 3/4 miles southwest, McGill Ultralight Field, approx. 5
miles southwest, Agua Fria Freeway (Loop 101), approx. 4 3/4 miles south, Scatter
Wash, approx. 3 3/4 miles south, lnterstate 17 (Black Canyon Freeway), adjacent to
the east.

APS has selected a future substation site approximately % mile north of the
Community. For further information, contact Mike DeWitt, APS Project Manager, at
(602) 493-4446.

APS has proposed future routes for a 230KV-transmission line that may follow the
west side of 1-17 for approximately 3 % miles between Dixileta Drive and Happy
Valley Road and/or along the Hayden Rhodes Aqueduct (CAP canal) adjacent to
and immediately east and north of the Community. For further information, contact
Michael DeWitt, Project Manager, Transmission and Facility Siting, Ape, at (602)
493-4446or visit the project web site at http://sitinq.aosc.com.

The Arizona Department of Transportation is conducting a corridor improvement
study of Interstate 17 from the State Route (SR) 101L interchange to the Black
Canyon City interchange. 1-17 is adjacent to and immediately east of the
Community. Due to the proximity of the Community to l~17, this property may
experience noise, dust, and other nuisances associated with any proposed
construction and use of the improvements to the freeway anticipated by the study.
For further information, contact Tami (Tommy) Wollaston, 1-17 Widening Study
Project Monitor, ADOT Studies Section, at 602-712-8485 or visit the project web site
at: hdp:// M7wideningstudy.com.

City of Phoenix is scheduled to begin construction of the North Gateway Waste
Water Treatment Plant the Summer of 2002, to be located approximately % mile
north of the Community. For further information, contact Jim Shannon, City of
Phoenix Project Manager, at (602) 495-5407.

Although this Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
around or otherwise inspect the Community and the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
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transaction because different conditions may impact the purchasing decision
on an individual basis.

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information On
possible future developments adjacent or near to the Community within the City of
Phoenix, contact David Richert, Planning Director, located at 200 West Washington
Street, Phoenix, Arizona, 85003, or (602) 262-7131.

Skunk Creek Landfill: The Community is located approximately 1% miles north of
the Skunk Creek Landfill. The landfill is located at 3165 West Happy Valley Road ,
Phoenix, Arizona 85027, % mile west of 1-17 and Happy Valley Road. The hours of
operation are from 5:30 a.m. to 5:00 p.m. Monday through Friday and 8:00 a.m.
through 4:00 p.m. on Saturdays, Sundays. Summer hours of operation are from
5:30 a.m. to 5:00 p.m. Monday through Friday and 6:00 a.m. through 3:00 p.m. on
Saturdays, Sundays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,
wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Public Works Department at 101 South Central Avenue,
Phoenix, Arizona 85004, or at (602) 256-5600 or City of Phoenix Solid Waste
Customer Service at (602) 262-7251 .

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the |-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Blvd are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.

Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particular home site, and its environs at various times of the day to assess
his/her own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
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noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the '
Community. While KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and Traffic Noise: The Deer Valley Airport is located approximately 5 miles
southeast of the Community at 702 West Deer Valley Road, Phoenix, Arizona
85027. Residents of the Community may see and hear aircraft arriving and
departing Deer Valley Airport, which may interfere with certain activities at the site
and may be disturbing to certain sensitive individuals.

Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Deer Valley Airport can operate 24 hours per day, seven (7) days per week. The
above hours of normal operations for the facility are imposed due to fiscal and
manpower constraints, as well as being designed to reduce the noise impact of the
operations on the surrounding community. Circumstances frequently arise which
require the airport to be open beyond those times.
Although the Community lies outside of the 65-decibel noise contour line (65 DNL)
for the Deer Valley Airport, flights may produce aircraft noise as a result of flight
operation and may be disturbing to certain individuals. Purchasers should be aware
that DNL levels compute noise levels on an average noise basis, so peaks may
exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This information is accurate as of the date of this Disclosure Statement. Use of the
airport may change. KB HOME makes no warranty or representation as to the
future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of the airport is unknown at this
time, however, potential uses may include, but are not limited to, conversion into
retail and/or industrial facilities, recreational parks, affordable housing, school, jail,
and/or residential development. For additional information, prospective purchasers
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may contact Jack Schelter, interim Deer Valley Airport Manager, at 702 w. Deer
Valley Road, Glendale, Arizona, 85027, (623) 869-0975.

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy Industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential
housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

*Power Lines/Magnetic Fields Disclosure.- Several electrical transmission lines
are located or proposed in the vicinity of the project site. In the future, high voltage
power lines may be constructed along Dynamite Boulevard, Pinnacle Vista Road,
33"'Avenue, 315' Avenue, the CAP Canal northern property line, and/or 1-17
Frontage Road. There have been numerous studies as to the effect of residential
proximity to high power transmission lines that have concluded that electromagnetic
fields transmitted from electric power lines may or may not be cancer causing or
hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
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cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. In addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power fines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (APS), customer service division at (602) 371-7171 or Salt
River Project (SRP), customer service division at (602) 236-8888.

Correctional Facilities: The Adobe Mountain Juvenile Institute, a secure facility for
male youth offenders, and the Black Canyon Juvenile institute, a secure facility for
female youth offenders, both operated by the State of Arizona, are located
approximately 2% miles south of the Community. The Adobe Mountain facility
currently houses approximately 400 boys in a total of 17 housing units. The Black
Canyon facility houses approximately 95 girls in a total of 5 housing units. The size
of the correctional facilities and the type of offenders housed at these facilities are
subject to change by state or local correction officials. For further information,
contact the Adobe Mountain Juvenile Institute at (623) 869-9050, the Black Canyon
Juvenile Institute at (623) 780-1303 or the Arizona Department of Juvenile
Corrections at (602) 542-3987.

Registered Sex Offender Database: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information: The Community is serviced by the Deer Valley Unified District
located at 20402 North 15"' Avenue, Phoenix, Arizona 85027, or (623) 445-5000.
Schools in the Deer Valley School District currently operate on a traditional basis. It
is our understanding that the following schools presently service the Community:
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Deer Valley Unified District:

Stetson Hills School
(Grades K-7 for 2001-2002, Grades K-8 for 2002-2003)
25475 North Stetson Hills Loop Road
Glendale, AZ 85310
(623)445-5300
Principal - Gregory Patrick

Deer Valley Middle School (Grades 7-8 for 2001-2002)
21100 n. 27th Ave.
Phoenix, AZ 85027
(623)445-3300
Principal - Jack Dillard

Barry Goldwater High School (Grades 9-12)
2820 West Rose Garden Lane
Phoenix, Arizona 85027
(623) 445-3000
Principal - Carol Patterson

As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).

Public Transportation: As of the date of this disclosure public transportation
service is available near this area. There is a bus stop at 31 S' Avenue at Yorkshire
and another at 29th Avenue at Beardsley. This information is subject to change. For
exact scheduling costs and further information, please contact Phoenix Public
Transit Department at (602) 262-7242 or Valley Metro at (602)253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park, 2001 West Wahalla Drive, Phoenix, Arizona 85027. This park
has a community center, lit basketball courts, an exercise course, grills, picnic area,
playground, pool, soccer field, lit softball, lit tennis, lit volleyball (sand and asphalt),
and restrooms. Deer Valley Pool is located at 19400 N. 19"' Avenue, Phoenix,
Arizona 85027, approximately 8 miles southeast of the Community. Deem Hills
Recreation Center is a future park site and will be located at 39"' Avenue and
Pinnacle Vista Road, approximately 5 miles southwest of the Community. This
recreation center will have hiking trails. Although these facilities are operational or
proposed as of the date of this Disclosure Statement, they are subject to change
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and closure. For further information on community services and recreation, please
contact the Northwest District Office of the City of Phoenix Parks and Recreation
Department located at 3901 W. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19"' Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67"' Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police: Fire protection is provided by the City of Phoenix Fire Department.
For general information, please contact the City of Phoenix Fire Department at (602)
262-6297. The City of Phoenix Police Department provides police protection. For
general information, please contact the City of Phoenix Police Department at (602)
262-7626. For emergency fire or police services please call 911 .

Hospital: John C. Lincoln Hospital - Deer Valley is located at 19829 North 27th
Avenue, Phoenix, Arizona 85027, or (623) 879-6100, approximately 5 miles
southwest of the Community.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by, the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed

u
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by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER.

Real estate taxes for the homes in the Community are determined by multiplying the
applicable tax rate by every $100.00 of assessed valuation as determined by the
Maricopa County Tax Assessor. For the purchaser of a lot in this Community, the
"full cash value and limited value" of the lot will be the valuations, as reflected on the
tax roll, determined by the Maricopa County Tax Assessor. Full cash value is used
to determine the secondary tax amount and limited value is used to determine the
primary tax amount. Each value is multiplied by an assessment ratio of 10% to
determine the assessed value. The Maricopa County Treasurer calculates the tax
bill by dividing the assessed value by 100, then multiplying by the current applicable
tax rate. The tax rate has two parts, primary and secondary. For the year 2001, the
primary tax rate for this Community is 7.9448 and the secondary tax rate is 5.2744.
To obtain an estimate of the annual property taxes for a lot, the Maricopa County
Assessor's Office suggests that the sale price of the home be used and the primary
and secondary tax rates be combined. For example, based on the combined
primary and secondary property tax rate of 13.2192 and an average sale price of
$118,876, the estimated annual property taxes would be $1,571.45. (property value
of the home may be less than the purchase price). Estimated annual property taxes
: (10% x Average sale price / 100) x (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO
CHANGE.

For further information regarding the taxes, prospective buyers should contact the
Maricopa County Treasurer at (602) 506-8511 or the Maricopa County Assessor at
(602) 506-3406, 301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.

Covenants, Conditions and Restrictions: Many new residential communizes are
subject to recorded restrictions which are generally designed for the protection of

Page 10 of 36



the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 as 99-
0978276, as amended by Amendment recorded January 18, 2000 as 00-0037t42,
and Second Amendment recorded January 11, 2002 as 2002-0034367A, in the
Maricopa County Recorder's Office. It is KB HOME's practice to provide a copy of
the CC8» Rs to Purchaser for review during escrow. The CC8¢Rs are also described
in Purchaser's title report. If a copy of the CC8iRs has not been provided to you, be
sure to request a copy from the sales representative or from escrow sufficiently prior
to the close of escrow to make an adequate review. Purchaser is strongly advised
to carefully review the recorded CC&Rs for important information affecting the use of
Purchaser's property.

During the period that KB HOME is the "Declarant" under the CC8=Rs, KB HOME
has the right but not the obligation to enforce the CC&Rs.

Design Review Committee: Under the terms of the CC8~Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Section 5.7 of the
CC8=R's provides that the "design, size, color, location and elevation" of any
improvement or landscaping, "and all changes thereto, must be approved by the
Committee prior to installation". Any improvements constructed by Purchaser or on
Purchaser's behalf MUST BE PRE-APPROVED by the Design Review Committee
and Once built, must be maintained by Purchaser. Purchasers are urged to review
the criteria set forth in the CC&Rs for Design Review Committee review and
approval.

Homeowners Association Dues: When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The amount of $28.00 monthly dues is based on
a budget for the Association's operations prepared by City Property Management
effective January 1, 2002 (the "Budget"). It is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
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I

change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.

Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator Items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional Items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

Model Home Decorator Items: A list of model home "Decorator Items" which are
not available for purchase will be available for review in each model. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1.
2.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
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4.
5.
6.

10.
11.
12.

13.
14.
15.
16.
17.
18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hardscape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,
Thermostat covers,
Automatic front door closures,
Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KB HOME Studio;
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

Changes in Materials and Specifications: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to:

1.
2.

Light fixtures,
Kitchen, bath and linen cabinets,

8.

9.

7.

3.
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3.
4.
5.
6.
7.
8.

Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.

Optional Items: The model homes display certain Optional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade Items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

2.
3.

5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Room conversions per plan
Mirrored wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Extensive selection of upgraded floor coverings
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Tinted windows

4.
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The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 W. University
Drive, Tempe, AZ, 85281, (480) 858-8960. Some treatments, however, may not be
available at time of purchase.

Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 w. University Drive, Tempe, AZ,
85281, (480) 858-8960. Purchasers are required to visit the studio to select
carpeting, finishes and other materials for their home. Studio representatives will
assist Purchasers with their selections and guide them through the pricing and fit
with the model selected.

The above-referenced items will be chosen by the Purchaser in KB HOME's Studio
after entering into a purchase agreement. Upon KB HOME's receipt of written
notification of loan approval from Purchaser's mortgage lender, these items will be
released for installation. If Purchaser should cancel the contract to purchase the
home after any such items have been ordered the costs of these items will be
deducted from the deposit and retained by KB HOME. The balance of Purchaser's
deposit will be treated as governed by the terms of the sales agreement.
Purchaser's signature on this Disclosure Statement under "Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.

Standard Features: The base price of a home constructed by KB HOME includes
the features listed below, plus the standard lot only: Standard carpeting is also
included in the purchase price of the home and carpet must be ordered through and
installed by KB HOME prior to the close of escrow.

Exterior:
Rear yard fencing with one (1) access gate to front yard
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
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Sectional garage doors

Entry:
Raised panel entry door (paint grade)

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors .

Bedrooms :
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual~pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings
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Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, Studio allowances, new
fioorplans, additional features, and other similar incentives (collectively, "Incentives")
to past or future purchasers of properties in the Community (or any other community
developed, constructed or sold by KB HOME) without any obligation to offer any
comparable Incentives to the Purchaser. The Purchaser further acknowledges that
it has satisfactorily negotiated its purchase price for a particular property (and
improvements) within the Community and that Purchaser is fully satisfied with such
price and the Incentives received in connection with the negotiation of such price.
Other than Purchaser's contracted price, all other prices, terms, upgrades, and other
concessions, are subject to change without notice at the discretion of KB HOME,
including changes in the model homes offered for sale, specification levels in future
homes, etc. Purchaser also acknowledges that Studio coupons, or other incentives
distributed by KB HOME at various times as part of mass marketing campaigns,
must be presented at the time of purchase or they are invalid and will not be
honored.

Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions set forth below and subject to the contents of the
Community's "Fit List" identifying the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HDME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:
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(a) Select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) Elect to have the Desired Model and Desired Elevation constructed on a
different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for lot location. Such
price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) all funds previously deposited shall be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

Construction Schedule and Completion Date: Unless a senior officer of KB
HOME has provided a clear written statement that a particular home is available for
immediate occupancy, all homes will require substantial construction before they are
ready for sale and/or occupancy. Projecting the timing of the completion of
construction is difficult and delays in completion are common. KB HOME will use its
best efforts to keep Purchaser informed of delays in the construction schedule to
assist in scheduling moving and move in dates, however, Purchaser understands
and acknowledges that: (a) KB HOME makes no representation as to the actual
date of completion of the home, (b) any target completion dates and move in dates
provided by sales or construction staff represent estimates only, and (c) are subject
to adjustment and change (including any periodic updates). Prospective purchasers
are hereby notified that KB HOME will not be responsible for inconvenience, loss or
expense (including costs of scheduling movers, storage time, etc.) to the Purchaser
resulting from delays in completion of construction of Purchaser's home.

Home Plans and Specih'cations: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME and are the subject of copyright law
protection. KB HOME does not permit its architectural plans to be copied or
removed from the Sales Office under any circumstances.
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Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identh9ed in the plans and
specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping .

Adjustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and doorjamb may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.

Square Footage: Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in homes constructed by KB
HOME is 20 feet in width by 20 feet in depth. In some instances, where permitted
by applicable municipal zoning ordinances or building codes, two-car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
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the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community 8efore Move-In: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOME will permit the Purchaser to enter their lot and
the construction area surrounding the lot Drovided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Of19ce hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTIALLY HAZARDOUS. There are numerous risks of
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community. Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.

4
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Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has taken title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment:Newhomes constructed by KB HOME contain
numerous appliances and types of mechanical equipment which, if used improperly,
could result in (a) damage to the particular appliance or mechanical equipment or
(b) damage or injuries to persons or property. Typically, at the customer orientation,
KB HOME personnel will demonstrate the basic operations and safety precautions
for such appliances and equipment and homeowners will also be provided with
applicable instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME Limited Warranty for
details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. In
the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
Indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC&Rs
or design guidelines.
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If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.

KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or Studio representatives unless in writing
signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or Studio selection options with respect to
interior or exterior tile. All grout is pre-mixed by the manufacturer and blended for
color at their factories. Grout colors cannot be guaranteed against impurities in the
local waters that are mixed with grout or against drying or against other causes of
color variation. These, as well as other factors, can cause grout colors to vary in
shade when compared to the color palettes or boards used in the selection process.

Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the Studio, but such discoloration does not
identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Page 22 of 36



1

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl
seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazed windows.

Excessive condensation -- most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. Please see the
Condensation and Mold section below for some practical tips on reducing
condensation.

Smoke Detectors: Public health and safety law adopted in the State of Arizona
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery-powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by state law.

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this Code provision. Please be aware that it is the Purchaser's obligation (and
not the obligation of KB HOME) to regularly test and maintain the lawful, working
condition of these smoke detectors in the future and with respect to any future sale
of the home to any third party. On most of these smoke detectors (but not all),
testing can be done by firmly pressing the light lens located near the center of the
cover for a few seconds. If working, the alarm will sound on smoke detectors that
operate on the home's electric current. A battery backup is provided so that the
detector operates in power outages. On most of these smoke detectors, a chirping
noise is sounded if the battery is low. Some smoke detectors operate on battery
power only. These batteries must be tested periodically as the batteries will
eventually require replacement.
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AREA INSULATION
TYPE

PRE-INSTALL
THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Betts &
Stucco Foam Board

I(3%
1 ll

R-19

Exterior Ceilings Fiberglass Betts or
Blown Fiberglass/Cellulose H8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Betts Sr3% R-13

1

Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KB HOME Limited Warranty and in such event the plumbing contractor
dispatched by KB HOME will charge for the service call. If evidence indicates
improper usage of the toilet and damage to floors, etc. has occurred, the plumbing
contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Condensation and Mold: Governmental agencies may impose energy efficiency
requirements in residential construction. While energy efficiency is obviously very
important, one of its consequences is that homes are more airtight today than they
were before energy efficiency requirements were enacted. Because of the resulting
restricted airflow within homes, today's homes are typically subject to increased
condensation levels. You may notice condensation around windows, windowsills,
window tracks, and sliding glass doors. When possible and feasible in conjunction
with outside weather conditions, KB HOME recommends opening windows slightly
(considering comfort and security) to increase airflow and to reduce condensation
levels. Bathroom and kitchen exhaust fans should be operated when moisture is
being generated (showering, boiling liquid, cooking with gas), Windows in
bathrooms and adjoining rooms should also be opened, at least partially
(considering comfort and security) during hot showers and baths to limit
condensation. If you notice excessive condensation in your home, we recommend
that it simply be wiped dry with a common absorbent towel as much as on a daily
basis. It is important to not leave excessive condensation in place because it can
lead to deterioration of wood and drywall surfaces and to mold growth. For this
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reason, KB HOME also discourages anything other than occasional usage of
humidifiers in the home because regular use of humidifiers can lead to excessive
condensation and mold.

Molds are ubiquitous micro-organisms, which constitute approximately twenty-five
percent of the biomass on the planet. Mold exists outdoors and indoors and
performs ecologically vital functions in eliminating dead and decaying organic
material (for example, reaves and compost). To "live", mold requires moisture and
food. Some of the common household materials that allow mold growth include
food, garbage, clothing, plants, compost, drywall, carpet, insulation, lumber, among
other items, provided they remain moist for several days or weeks.

Mold spores easily become suspended in the air and are regularly exchanged
between indoor and outdoor environments through the air, by clothing and shoes,
and many other items brought into the home. Some molds, in elevated airborne
concentrations, may cause allergic or hay fever symptoms in people who are
sensitive to mold. In some cases, people who are highly sensitive to mold may have
asthmatic or other reactions. Individuals with suppressed immune systems may be
at risk for mold infections. Such infections are rare, but may be a significant concern
for this highly sensitive group.

Good housekeeping practices (regular vacuuming and other cleaning) should help
keep mold levels normal. Bleach solutions and tile cleaners often have ingredients
that will eliminate and/or prevent mold growth. Check your local grocery store and
review product labels for products that are specifically designed to eliminate mold
and mold growth. On hard surfaces, homeowners should wash mold off and
completely dry the surfaces.

The best way to prevent uncontrolled indoor mold growth is to control moisture and
to promptly eliminate it. When excessive moisture or water accumulates indoors,
abnormal mold growth may occur, particularly if the moisture problem remains
undiscovered or uncorrected, and materials stay damp for days or weeks. In order to
minimize moisture, homeowners should: immediately fix leaky plumbing or other
sources of water or moisture, keep air conditioner, refrigerator and dehumidifier drip
pans clean and dry. use exhaust fans or open windows slightly (considering comfort
and security) in kitchens and bathrooms when showering, cooking or using the
dishwasher, vent clothes dryers to the outside, maintain low indoor humidity, and
wipe dry condensation or moisture build-up. During your warranty period, please
immediately contact KB Home if your home experiences any form of non-
homeowner maintenance water intrusion resulting from a problem with any
component KB Home installed into your home.

If your home experiences mold after your warranty period, homeowners should take
the appropriate steps to clean up the mold and eliminate the source of moisture.
Bleach and the other products referenced above may be helpful in controlling mold
conditions. Depending on the amount of mold, the materials to which it has
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attached may need to be removed and replaced. Care should be taken during the
removal process to prevent releasing spores beyond the affected area. If mold
contamination is extensive or is of concern, homeowners should consult a KB
HOME customer service representative for possible coverage under the KB HOME
Limited Warranty and/or referral to a professional mold clean up or restoration
company. For more information regarding mold, visit the U.S. Environmental
Protection Agency mold web site at www.epa.qov\iao\pubs\moldresources.html, or
the U.S. Centers for Disease Control and Prevention at wvvw.cdc.qov and search for
the keyword "mold".

Electrical Outlets in Garage:Applicable building codes adopted in Arizona may
require that electrical outlets in garages be provided with ground fault interrupter
circuits. Where installed, these circuits are not intended for use with any appliances,
especially refrigerators, freezers and aquariums or on any service that an
interruption of electrical power would cause a problem. KB HOME STRONGLY
RECOMMENDS THATPURCHASERNOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY
SERVICE(sucHAS FREEZERS) THAT WOULD BE HARMED BY AN INTERRUPTION OF
ELECTRICAL powER. KB HOME cannot be held responsible for the contents of
appliances that are damaged because of the ground fault interrupter switches
shutting off, nor can we be held responsible for damage to the appliance units
themselves. PLEASE CHECK WITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, Az, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the building inspection department, for the use intended. For
further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Mario B. Saldamando, the City Engineer, at
(602) 534-3678. The address is 200 West Washington St. Phoenix, AZ 85003.
Purchaser may also contact the soils engineer, Scott R. Smith, P.E. at 2002 West
North Lane Phoenix, AZ, 85021, or at (602) 861-2002.

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned
slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CAESLES
ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT ATrEMPT TO CUT
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THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB
SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION

OF THE CABLES RUNNING WITHIN THE SLABS. CONTACT SCOTT R. SMITH, CONSTRUCTION
inspection AND TESNNG COMPANY, 2002 w. NORTH LANE PHoEnlx, ARIZONA 85201
oR (602) 861 -2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, and the U.S. Public Health Service have expressed concern
over the presence of radon gas in homes. Prolonged exposure to high levels of
indoor radon or its progeny may affect the health of residents. Although such
conditions may exist at the Community, KB HOME has made no investigation to
determine whether radon gas is or will be present in the home or affecting the
premises, and the Community makes no representation or warranty as to (a) the
presence or lack of radon or hazardous environmental conditions nor (b) the effect
of radon or any such condition on the Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1305 or the Maricopa County
Environmental Services Department at (602) 506-6623.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Office of the Maricopa County Recorder as Book
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516 of Maps, Page 15. Additional easements are created within the Cc8¢Rs.
Although the following list identifies significant easements which effect the
Community, and the lots affected by such easements, the list of easements and/or
the decisions of the particular easement may not be exhaustive and Purchasers are
urged to carefully review the title report and/or copies of the easement
documentation for fuller understanding.

8' Public Utility Easement (P.U.E) on all lots

1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83-84,101-102,129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10,19-20,30-31,41-42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,261 ,262,267,268,298-299,308-309
318-319,329,331 ,333,337,340,344,346,356,365,394,401 ,402,409,
415- 416,423,432,433,Tract B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

Qwest 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west of
lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may
affect the use of Purchaser's property. A copy of these documents may be obtained
from Bob Mendez, Title Officer, First American Title Company, 4801 E. Washington
Street, Phoenix, As, 85034. The telephone number is (602) 685-7779.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that he/she should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within
the drainage pattern(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

I T

ml
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¢ Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hard scape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. it is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.

Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review
in the Community sales office. LANOSCAPING wILL HAVE BEEN INSTALLED AT THE
HOMEOWNER ORIENTATION. KB HOME DOES NOT ACCEPT RESPONSIBILITY FOR THE
CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW
EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION. KB HOME WILL
WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED (l.E. PROPER WATERING AND
CUTTING) BY THE PURCHASER, FOR 30 DAYS ON SHRUBS, 90 DAYS ON TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
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RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED :n WRITING To KB HO ME DURING THls 30-90 DAY oR 1 YEAR WARRANTY
PERIOD ARE NOT COVERED BY THE WARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTY AFTER THE CLOSE OF

ESCROW.

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land, which result in drainage
problems or any hazards. (Please also see the section elsewhere in this Disclosure
entitled "Drainage" for certain issues Purchasers should consider regarding drainage
on their property.)

In some instances, Purchasers may be required by applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC&Rs.

Questions regarding grading should be referred to the civil engineering firm, RBF
Consulting, 16605 n. 28th Avenue, Suite 100, Phoenix, As, (602) 467-2200.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
surrounding the Community, KB HOME cannot guarantee to preserve any potential
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view now or in the future. KB HOME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HOME makes no representation as to the preservation of existing or future views
from the project.

Tract Boundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
builtofwood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wall. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted.

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
between lots belonging to adjacent private property owners, then the property
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owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and Purchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

4

Arizona Public Service (Ape) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602) 861-1999
Lot purchaser's cost to receive service is approximately a minimum $65.00
refundable deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water,sewer, and refuse service)
305 West Washington Street, Phoenix, Arizona, 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse services is a $27.26
activation fee. Cost to purchaser for water, sewer, and refuse service is
approximately $35.46 plus water consumption cost per month.

Cox Communications (provides cable television)
17602 North Black Canyon Highway, Phoenix, Arizona, 85053
(602)277-1000
Lot purchaser's cost for service is a $37.44 new connection fee.

Qwest Communications (provides telephone)
P.O. Box 29060, Phoenix, Arizona, 85038
(800) 244-1111
Lot purchaser's cost for service is a $35.00 minimum installation fee and
refundable deposit may be required.

The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.
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Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land. The owner of these subsurface mineral rights, and the overlying
and other water rights, will not have a right to surface entry from Purchaser's
property. The reservation of these rights is shown on the legal description of the
Community in the overall preliminary title report, which is available for review in the
Sales Office.

Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the City of Phoenix, which will be responsible for their repair
and maintenance. Questions regarding public streets and/or parking should be
directed to Thomas Callow, the City of Phoenix Street Transportation Department
Director, located at 200 West Washington Street, Phoenix, Arizona 85003, or at
(602) 262-6136.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the Postmaster determines the location
and grouping of these mailboxes and the commencement of mail delivery service. If
Purchaser has any questions, please call the United States Postal Service at (800)
275-8777.

Lender-of-Choice: One of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through KB Home Mortgage Company,
subject to necessary qualifications by Purchaser. There is no obligation on
Purchaser's part whatsoever to use the lending services of KB Home Mortgage
Company. Purchaser may select any lending institution of his/her choice for the
purpose of securing mortgage financing and are not limited to KB Home Mortgage
Company.

Although Purchaser is not required to use the services of KB Home Mortgage
Company, prior to entering into a contract to purchase a home from KB HOME,
Purchaser may be required to provide the basic information as required on the form
of the KB Home Mortgage Company loan application and permit a credit report to be
obtained by KB HOME in order to pre-qualify Purchaser as a legitimate prospective
purchaser. The credit report fee is not refundable after entering into a purchase
contract with KB HOME.

Insurance Requirements including Flood Insurance: For loans made through KB
Home Mortgage Company (and indeed nearly all residential property lenders), it is
required that hazard insurance and other property coverage benefiting the
Purchaser and/or the lender be in effect at the time of closing. If Purchaser has not
made independent arrangements in a reasonable time before title is to be
transferred, Purchaser has authorized KB Home Mortgage Company to place the
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required insurance on the property through an authorized agent of Kaufman and
Broad Insurance Agency, Inc. Further information can be obtained by contacting
Frank Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent, Kaufman
and Broad Insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor, Woodland Hills,
California, 91367, or 800-446-3371.

4

In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed of its Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

4

Limited Warranty: As a new homebuyers, Purchaser will be protected by the KB
HOME Limited Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes.

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.

• Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax written claims to (602) 220-4895
or call the Customer Sewioe Department at (602) 306-1000.

• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.
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4 Lot Transfer Fee:Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture:When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture andlor
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation.

Statements and Agreements by Salesperson:KB HOME is not responsible for, or
bound by, any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Saiesperson's representations to Purchaser: (Rf none, so state and initial)

Pure;haser's Initials:
Purchaser's Initials:

Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of
a 200

Purchaser:

Purchaser:

Plan:
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Tract:/Plat: Lot Number: 4

Community:

Property Address:

4
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DISCLOSURE STATEMENT
KB H o M E

P h oh nix

432 n. 44th Street, Suite 200
Phoenix, Arizona 85008

Arizona Westwood
Arizona Westland

ISSUED: 2/4/00
REISSUEDs 8/15/00
REISSUEDI 3/9/01Phoenix, Arizona 85027

Maricopa County

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THls Is AN IMPORTANT DOCUMENT. K B HOME REQUIRES THAT PURCHASER

SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT

OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS

RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION

IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE

DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS NO CONTROL OVER MUCH OF THE INFORMATION COVERED IN

THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE

WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.

To the best of its knowledge, KB HOME PHOENIX INC. (hereinafter referred to as
"KB HOME") states that the following information concerning the Community is
accurate as of the date of this statement, which is set forth above.

EXHIBIT
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Location: Arizona Westview and Arizona Westland (collectively, the "Community")
is located in the City of Phoenix, Maricopa County, Arizona, with the entrance to the
Community on the ADOT Frontage Road and Dynamite Boulevard.

Future Development and Home Design Changes: Purchaser is hereby informed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasing the size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular buildout schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

Adjacent Areas: Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by s-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated l-17/Black Canyon Freeway.

Hayden Rhodes Aqueduct/CAP Canal, adjacent to the north and approx. % mile
west, Middle Mountain, approx. 1/4 mile north, Ben Avery Shooting Facility, approx.
3 3/4 miles north, Skunk Creek, approx. % mile south and approx. 1/4 mile east,
Deems Hills, approx. 1 miles southwest, Deems Hills Recreation Area, approx. 3/4
mile southwest, Skunk Creek Landfill, approx. 1 3/4 miles south, Adobe Mountain
Juvenile Institute, approx. 2 1/4 miles south, APS substation on the northern
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boundary of the Community, CAP water booster station, approximately % mile
southwest of the Community, Adobe Mountain, approx. 2 1/2 miles south, Adobe
Dam, approx. 3 miles south, Adobe Dam Recreation Area, approx. 3 miles south,
Adobe Dam Golf club, approx. 3 % miles southwest, Waterworld U.S.A., approx. 3
3/4 miles southwest, Victory Lane Sports Complex, approx. 3 3/4 miles southwest,
McGill Ultrafight Field, approx. 5 miles southwest, Agua Fria Freeway (Loop 101),
approx. 48/4 miles south, Skatter Wash, approx. 3 3/4 miles south, lnterstate 17
(Black Canyon Freeway), adjacent to the east

4

Although t.his Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
around or otherwise inspect the Community aM the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
transaction because different conditions may impact the purchasing decision
on an individual basis.

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information on
possible future developments adjacent or near to the Community within the City of
Phoenix, contact John Parks, Planner Ill, 200 West Washington Street, Phoenix,
Arizona, 85003, or (602)495-0248.

Skunk Creek Landfill: The Community is located approximately 1 % miles north of
the Skunk Creek Landfill. The landfill is at 3165 W. Happy Valley Road, % mile west
of 1-17 and Happy Valley Road. The hours of operation are from 5:30 a.m. to 5:00
p.m. Monday through Friday and 8:00 a.m. through 4:00 p.m. on Saturdays,
Sundays and holidays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,
wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Solid Disposal Division - Landfill information line at (602)
253-7345 or City of Phoenix Solid Waste Customer Service at (602) 262-7251 .

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the |-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Boulevard are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.
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Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particular home site, and its environs at various times of the day to assess
hisser own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for.the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the
Community. While KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and Traffic Noise: The Community is located approximately 10 % miles
southeast of Pleasant Valley Airport (Turf Soaring School) and approximately five
miles northwest of Deer Valley Airport. Residents of the Community may see and
hear aircraft arriving and departing both Pleasant Valley Airport and Deer Valley
Airport, which may interfere with certain activities at the site and may be disturbing
to certain sensitive individuals. Although the Community lies outside of the 65-
decibel noise contour line (65 DNL) for Pleasant Valley Airport and Deer Valley
Airport, flights may produce aircraft noise as a result of flight operation.

Pleasant Valley Airport currently has the following normal hours of operation:
Monday - Sunday 8:30 a.m. to 5:00 p.m.

Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Pleasant Valley Airport and Deer Valley can operate 24 hours per day, seven (7)
days per week. The above hours of normal operations for the facility are imposed
due to fiscal and manpower constraints, as well as being designed to reduce the
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noise impact of the operations on the surrounding community. Circumstances
frequently arise which require the air station to be open beyond those times.

While aircraft noise levels will be below the CNEL of 65 decibels adopted by the
County of Maricopa as acceptable for eMerior noises, certain aircraft noises may be
disturbing to certain individuals. Purchasers should be aware that CNEL levels
compute noise levels on an average noise basis, so peaks may exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This property, due to its proximity to Pleasant Valley Airport and Deer Valley Airport,
is likely to experience aircraft overflights, which could generate noise levels that may
be of concern to some individuals. The mix of air traffic consists of cargo,
commercial, charter, corporate, general aviation and military aircraft.

This information is accurate as of the date of this Disclosure Statement. Use of
these airports mg( change. KB HOME makes no warranty or representation as to
the future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of these airports are unknown
at this time, however, potential uses may include, but are not limited to, conversion
into a commercial civilian airport facility, retail and/or industrial facilities, recreational
parks, affordable housing, school, jail, and residential development. For additional
information, prospective purchasers may contact Walt Fix, Deer Valley Airport
Manager, at 702 w. Deer Valley Road, Glendale, Arizona, 85027, (623) 869-0975,
or Roy Colliette, Pleasant Valley Airport Manager/Owner, at 8700 W. Carefree Hwy.,
Peoria, Arizona, 85382, (602) 439-3621 .

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential

8 1
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housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

Power Lines/Magnetic Fields Disclosure: Several electrical transmission lines are
located in the vicinity of the project site: In the future, high voltage power lines may
be constructed along Dynamite Boulevard, Pinnacle Vista Road, 33"'Avenue, 31$i
Avenue, the CAP Canal northern property line, and/or 1-17 Frontage Road. There
have been numerous studies as to the effect of residential proximity to high power
transmission lines that have concluded that electromagnetic fields transmitted from
electric power lines may or may not be cancer causing or hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
Indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. In addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power lines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (Aps) (provides electricity) customer service division at
(602) 371-7171 and/or P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072.
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Correctional Facility: The Adobe Mountain Juvenile Institution, operated by the
State of Arizona, is located approximately 2.5 miles south of the Community.
Lighting from the facility and guard towers is visible from some locations within the
Community. The size of the facility and the type of prisoners housed at this facility
are subject to change by state or local correction officials. For further information,
contact Adobe Mountain Juvenile Institution at (623) 869-9050.

Registered Sex Offender Database: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on lever two and lever three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information: The Community is serviced by the Deer Valley School District
#97 located at 20402 n. 15"' Ave., or (623) 581-7700. Schools in the Deer Valley
School District currently operate on a traditional basis. It is our understanding that
the Community is presently serviced by the following schools:

Deer Valley School District #97:

Desert Sage Elementary School (grades K-6)
4035 w. Alameda Road
(623) 581-7985
Principal - Jim Coen

Deer Valley Middle School (grades 7 & 8)
21100 North 27th Ave.
(623) 581-7900
Principal - Patrick Crisp

Barry Goldwater High School (grades 9-12)
2820 w. Rosegarden Lane
(623) 581-7838
Principal - Dr.lngram

As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).
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Public Transportation: As of the date of this disclosure public transportation
service is not available to this area. This information is subject to change. For exact
scheduling costs and further information, please contact Phoenix Transportation
Department at (602) 255-7011 or Valley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park. This park is located at 19602 N. 19"' Ave. (19"' Ave. and
Beardsley) and consists of softball fields, children's play area, activity building and
restrooms, handball courts, soccer/football field and barbecues.
Although this facility is operational as of the date of this Disclosure Statement, they
are subject to change and closure. For further information on community services
and recreation, please contact the Parks and Recreation Department located at
3901 W. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19"' Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67"' Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 mites from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police:Fire protection is provided by the Phoenix Fire Department. For
any questions about fire prevention call (602) 261-8530. Police protection is
provided by the Phoenix Police Department. For any question please call (602)
262-6151.

Hospital: John C. Lincoln Hospital is located 5 miles south of the Community. It is
located at 19829 n. 27th Avenue, (623) 879-6100.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
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the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by. the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having.been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly,

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI~GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER. PURCHASER IS NOT ENTITLED TO RELY ON THE
FOLLOWING INFORMATION.

Real estate taxes for homes in the Community are determined by multiplying every
$100.00 of assessed valuation by the applicable tax rate. For the purchaser of a lot
or unit in this subdivision, the "full cash value" of the lot or unit will be the valuation,
as reflected on the tax roll, determined by the County Tax Assessor as of the date of
purchase of the lot or unit or as of the date of completion of an improvement on the
lot if that occurs after the date of purchase. The tax rate is based upon 85% of the
assessed value. For the year 1999, the combined primary and secondary tax rate
was14.4177. For example, based on an average sale price of $118,876, the
estimated annual property taxes would be $1 ,456.83 (assessed value of the home
may be less than the purchase price.) Estimated annual property taxes = ((8.5% *
Average sales price)/100) * (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO
CHANGE.

For further information regarding the tax rates, prospective buyers should contact
the Maricopa County Tax Collector at (602) 506-3406, Maricopa County Assessor,
301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.
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Covenants, Conditions and Restrictions:Many new residential communities are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC8¢Rs") which apply to the Community were recorded October 22, 1999 in the
Maricopa County Recorder's Office, Recorder 99-0978276. It is KB HCME's
practice to provide a copy of the CC&Rs to Purchaser for review during escrow.
The CC&Rs are also described in Purchaser's title report. If a copy of the CC&Rs
has not been provided to you, be sure to request a copy from the sales
representative or from escrow sufficiently prior to the close of escrow to make an
adequate review. Purchaser is strongly advised to carefully review the recorded
CC&Rs for important information affecting the use of Purchaser's property.

During the period that KB HOME is the "Declarant" under the CC&Rs, KB HOME
has the right but not the obligation to enforce the CC&Rs.

Design Review Committee:Under the terms of the CC&Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Article 4.1 of the
CC&R's provides that Purchaser may make "no material changes or alterations" to
the home or lot without the "prior written consent of the Architectural Committee" of
the Association. Any improvements constructed by Purchaser or on Purchaser's
behalf MUST BE PRE-APPROVED by the Architectural Committee and once built,
must be maintained by Purchaser. Purchasers are urged to review the criteria set
forth in the CC8tRs for Design Review Committee review and approval.

HomeownersAssociationDues:When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The initial amount of $30 monthly dues is based
on a budget for the Association's operations prepared by City Property Management
as of October 22, 1999 (the "Budget"). It is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its bv-
laws. Since facts and circumstances related to the Budget or dues levels may
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change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.

Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator Items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

Model Home Decorator Items: Small placards and/or stickers in the models will be
used to identify "Decorator Items" which are not available for purchase. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1.
2.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
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4.
5.
6.

s

10.
11.
12.

13.
14.
15.
16.
17.
18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hard scape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,
Thermostat covers,
Automatic front door closures,
Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KB HOME Studio;
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

Changes in Materials and Specifications: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to:

1.
2.

Light figures,
Kitchen, bath and linen cabinets,

8.

9.

3.

7.
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3.
4.
5.
6.
7.
8.

Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

4

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.

Optional Items: The model homes display certain Optional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade Items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

Estates Series

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

Room conversions per plan
Upgraded wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options

Page 13 of 35



23.
24.
25.

Various plumbing options
Tinted windows
Two-tone paint

Emerald Series

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.

Room conversions per plan
Upgraded wardrobe doors
Upgraded exterior doors
Air conditioning upgrades
Appliance upgrades
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Bay windows
Acrylic block windows
Tinted windows
Stone and brick exteriors
Two-tone paint
Closet under stairs
Wet bars
Media alcoves

The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 W. University
Drive, Tempe, AZ, 85281. Some treatments, however, may not be available at time
of purchase.
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Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 W. University Drive, Tempe, Az,
85281 . Purchasers are required to visit the studio to select carpeting, finishes and
other materials for their home. Studio representatives will assist Purchasers with
their selections and guide them through the pricing and fit with the model selected.

Standard Features: The base price of a home from KB HOME includes the
features listed below, plus the standard lot only: Standard carpeting is also included
in the purchase price of the home and carpet must be ordered through and installed
by KB HOME prior to the close of escrow.

Emerald Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)
Tile entry

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Oak cabinetry and choice of stain
Double compartment porcelain on steel kitchen sink with single lever faucet
Islands per plan
Laminate counter tops
Dining nook (per plan)

4
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Slide-in range/oven
Dishwasher
Microwave »
Pre~plumbed for ice maker
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Separate tub and shower in master bath
Double marble vanities in master bath
Elongated toilets
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Estates Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Courtyard walls per plan
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
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Sectional garage doors

Entry:
Raised panel entry door (paint grade)

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
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prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, KB HOME Studio
allowances, new fioorplans, additional features, and other similar incentives
(collectively, "Incentives") to past or future purchasers of properties in the
Community (or any other community developed, constructed or sold by KB HOME)
without any obligation to offer any comparable Incentives to the Purchaser. The
Purchaser further acknowledges that it has satisfactorily negotiated its purchase
price for a particular property (and improvements) within the Community and that
Purchaser is fully satisfied with such price and the Incentives received in connection
with the negotiation of such price. Other than Purchaser's contracted price, all other
prices, terms, upgrades, and other concessions, are subject to change without
notice at the discretion of KB HOME, including changes in the model homes offered
for sale, specification levels in future homes, etc. Purchaser also acknowledges that
KB HOME studio coupons, or other incentives distributed by KB HOME at various
times as part of mass marketing campaigns, must be presented at the time of
purchase or they are invalid and will not be honored.

Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions set forth below and subject to the contents of the
Community's "Fit List" identifying the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HOME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:

(a) select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or
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(b) elect to have the Desired Model and Desired Elevation constructed on
a different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for lot location. Such
price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) all funds previously deposited shall be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

Construction Schedule and Completion Date: Unless a senior officer of KB
HOME has provided a clear written statement that a particular home is available for
immediate occupancy, all KB HOME homes will require substantial construction
before they are ready for sale and/or occupancy. Projecting the timing of the
completion of construction is difficult and delays in completion are common. KB
HOME will use its best efforts to keep Purchaser informed of delays in the
construction schedule to assist in scheduling moving and move in dates, however,
Purchaser understands and acknowledges that: (a) KB HOME makes no
representation as to the actual date of completion of the home, (b) any target
completion dates and move in dates provided by sales or construction staff
represent estimates only, and (c) are subject to adjustment and change (including
any periodic updates). Prospective purchasers are hereby notified that KB HOME
will not be responsible for inconvenience, loss or expense (including costs of
scheduling movers, storage time, etc.) to the Purchaser resulting from delays in
completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME Corporation and are the subject of
copyright law protection. KB HOME does not permit its architectural plans to be
copied or removed from the Sales Office under any circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
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specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.

Adjustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.

Heavy Furnishings or Equipment in the Home: Prior to installation or
transportation of any heavy furnishings or equipment into the home, Purchaser
should consult with a structural engineer or other qualified professional to confirm
that the heavy furnishings or equipment will not exceed the structural design of the
home and that the flooring system, whether on second story floors or first story
floors, will not be overloaded, damaged or otherwise adversely affected by such
heavy furnishings or equipment. Heavy furnishings or equipment include, without
limitation, waterbeds, safes, weight benches, heavy exercise equipment, large fish
tanks and pool tables. KB Home will not be responsible for any damage, loss or
injury arising out of or in connection with Purchaser's heavy furnishings or
equipment.

Square Footage: Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in KB HOME homes is 20 feet in
width by 20 feet in depth. In some instances, where permitted by applicable
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municipal zoning ordinances or building codes, two-car garages may have
dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community Before Move-In: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOME will permit the Purchaser to enter their lot and
the construction area surrounding the lot provided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Office hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTIALLY HAZARDOUS. There are numerous risks of
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
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wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community. Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.

Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has taken title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New KB HOME homes contain numerous appliances
and types of mechanical equipment which, if used improperly, could result in (a)
damage to the particular appliance or mechanical equipment or (b) damage or
injuries to persons or property. Typically, at the customer orientation, KB HOME
personnel will demonstrate the basic operations and safety precautions for such
appliances and equipment and homeowners will also be provided with applicable
instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME New Home Limited
Warranty for details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. in
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the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
Indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC8¢Rs
or architectural control guidelines.

If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.

KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or KB HOME Studio representatives
unless in writing signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock; This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or KB HOME Studio selection options with
respect to interior or exterior tile. All grout is pre-mixed by the manufacturer and
blended for color at their factories. Grout colors cannot be guaranteed against
impurities in the local waters that are mixed with grout or against drying or against
other causes of color variation. These, as well as other factors, can cause grout
colors to vary in shade when compared to the color palettes or boards used in the
selection process.

Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the KB HOME Studio, but such discoloration
does not identify any defect in the cabinetry products.
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Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl
seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazed windows.

Excessive condensation -- most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. KB HOME's customer
service department can provide practical tips on reducing condensation.

Smoke Detectors: Public health and safety law adopted in the State of Arizona,
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by law.

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this provision. Please be aware that it is the Purchaser's obligation (and not the
obligation of KB HOME) to regularly test and maintain the lawful, working condition
of these smoke detectors in the future and with respect to any future sale of the
home to any third party, On most smoke detectors (but not all), testing can be done
by firmly pressing the light lens located near the center of the cover for a few
seconds. If working, the alarm will sound. For smoke detectors that operate on the
home's electric current, a battery backup is provided so that the detector operates in
power outages. On most of these smoke detectors, a chirping noise is sounded if
the battery is low. Some smoke detectors operate on battery power only and the
batteries must be tested periodically as they will eventually require replacement.
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AREA INSULATION
TYPE

PRE-
INSTAL
L

THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Betts 8.
Stucco Foam Board

u3%
1 "

R-19

Exterior Ceilings Fiberglass Batts or
Blown Fiberglass/Cellulose l l8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Basts U3% R-13

Insulation: The garage and porch areas of the homes in the Community are not
insulated to retain warmth compatible with their use as principal living areas. The
following insulation specifications apply to KB HOME homes in the Community.

Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KB HOME New Home Limited Warranty and in such event the plumbing
contractor dispatched by KB HOME will charge for the service call. If evidence
indicates improper usage of the toilet and damage to floors, etc. has occurred, the
plumbing contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Electrical Outlets in Garage: The Uniform Build ng Code adopted in Arizona
requires that electrical outlets in garages be provided with ground fault interrupter
circuits. These circuits are not intended for use with any appliances, especially
refrigerators, freezers and aquariums or on any service that an interruption of
electrical power would cause a problem. KB HOME STRONGLY RECOMMENDS THAT
PURCHASER NOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY SERVICE (sucH AS
FREEZERS)THAT WOULD BE HARMED BY AN INTERRUPTION OF ELECTRICAL POWER. KB
HOME cannot be held responsible for the contents of appliances that are damaged
because of the ground fault interrupter switches shutting off power, nor can we be
held responsible for damage to the appliance units themselves. PLEASE CHECK wITH
AN ELECTRICIAN FOR FURTHER INFORMATION.
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Soils Report and Foundations:The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, AZ, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

s

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the city building inspection department, for the use intended. For
further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Paul E. Kienow, the City Engineer, at (602) 256-
3568. The address is 200 West Washington St. Phoenix, AZ 85003. Purchaser
may also contact the soils engineer, Scott R. Smith, P.E. at 2002 W. North Lane
Phoenix, AZ 85021 or (602) 861-2002.

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned
slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CABLES
ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT ATTEMPT TO CUT
THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB

SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION
OF THE CABLES RUNNING WITHIN THE SLABS. CONTACT SCOTT R. SMITH, CONSTRUCTION
inspection AND TESTING COMPANY, 2002 w. NORTH LANE PHoEnlx, ARIZONA 85201
oR (602) 861 -2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, the U.S. Public Health Service, and the Utah Division of
Radiation Control have expressed concern over the presence of radon gas in
homes. Prolonged exposure to high levels of indoor radon or its progeny may affect
the health of residents. Although such conditions may exist at the Community, KB
HOME has made no investigation to determine whether radon gas is or will be
present in the home or affecting the premises, and the Community makes no
representation or warranty as to (a) the presence or lack of radon or hazardous
environmental conditions nor (b) the effect of radon or any such condition on the
Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
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below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1500 between the hours of 8am-
12pm and 1 pm-4pm or the Maricopa County Environmental Services Department at
(602) 506-60t0.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Maricopa County Recorder as Map No. 99-
1022971. Additional easements are created within the CC8<Rs. Although the
following list identifies significant easements which effect the Community, and the
lots affected by such easements, the list of easements and/or the decisions of the
particular easement may not be exhaustive and Purchasers are urged to carefully
review the title report and/or copies of the easement documentation for fuller
understanding.

8' Public Utility Easement (P.U.E) on all lots

1 ' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83_84,101-102,129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10, 19-20,30-31 ,41 -42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191 ,196-197,202,206,211 ,
222-223,234-235,242,243,251 ,261 ,262,267,268,298-299,308-309
318-319,329,331 ,333,337,340,344,346,356,365,394,401 ,402,409,
415- 416,423,432,433,Tract B, C, D, E, F, G, K, L

ml

cm
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10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

US West 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west
of lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may
affect the use of Purchaser's property. A copy of these documents may be obtained
from Janelle Navarro, Title Officer, First American Title Company, 4801 E.
Washington Street, #110, Phoenix, As, 85034. The telephone number is (602) 685-
7055.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that helsa should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within
the drainage pattern(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hardscape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.
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Site Plan: Asite plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. it is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.

Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1 ) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review
in the Community sales office. LANDSCAPING wILL HAVE BEEN INSTALLED AT THE
HOMEOWNER ORIENTATION. KB HOME DOES NOT ACCEPT RESPONSIBILITY FOR THE
CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW
EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION. KB HOME WILL
WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED (l.E. PROPER WATERING AND
cuTTinG) BY THE PURCHASER, FOR 30 DAYS ON SHRUBS, 90 DAYS ON TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED IN WRITING To KB HOME DURING THis 30-90 DAY oR 1-YEAR WARRANW
PERIODS ARE NOT COVERED BY THE WARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTY AFTER THE CLOSEOF
ESCROW.

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land which result in drainage problems
or any hazards. (Please also see the section elsewhere in this Disclosure entitled
"Drainage" for certain issues Purchasers should consider regarding drainage on
their property.)

In some instances, Purchasers may be requiredby applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC&Rs.
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Questions regarding grading should be referred to the civil engineering firm,
American Engineer Co., 21442 North 20th Ave., Phoenix, Arizona, 85027, (623) 581-
7415.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
surrounding the Community, KB HOME cannot guarantee to preserve any potential
view now or in the future. KB HOME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HOME makes no representation as to the preservation of existing or future views
from the project.

Tract Boundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
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lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wall. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted.

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
between lots belonging to adjacent private property owners, then the property
owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and Purchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

Arizona Public Service (Ape) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
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Phoenix, AZ 85072-2075
(602) 861-1999
Lot purchaser's cost to receive service is approximately a $50.00 refundable
deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse)
200 W. Washington, Phoenix, AZ 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse service is
approximately $21 .64 hook up fee.

Cox Communication (provides cable television)
17602 North Black Canyon Highway
Phoenix, AZ 85203
(602) 866-0072
Lot purchaser's cost to receive service is approximately $37.44

USWEST Communications (provides telephone)
P.O. Box 29060, Phoenix AZ 85038
(602) 490-2355
Lot purchaser's cost to receive service is approximately a $120.00 deposit, if
required, a minimum hook up charge of $45.50 to $66.50, and a zone
connection fee of $53.30 or more may be charged.

The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land below a depth of 500 feet. If this is the case, the owner of these
subsurface mineral rights, and the overlying and other water rights, will not have a
right to surface entry from Purchaser's property. The reservation of these rights is
shown on the legal description of the Community contained in the overall preliminary
title report available for review in the Sales Office.

Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the city of Phoenix, which will have the responsibility for their
repair and maintenance. Questions regarding public streets and/or parking should
be directed to Thomas Callow, Transportation Department - Streets Director, at
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(602) 262-6284. The mailing address is 200 West Washington, Phoenix, Arizona,
85003.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the location and grouping of these
mailboxes and the commencement of mail deliver service is determined by the
Postmaster. If Purchaser has any questions, please call the United States Postal
Service at (800) 275-8777.

Lender-of-Choice: One of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through Kaufman and Broad Mortgage
Company, subject to necessary qualifications by Purchaser. There is no obligation
on Purchaser's part whatsoever to use the lending services of Kaufman and Broad
Mortgage Company. Purchaser may select any lending institution of his/her choice
for the purpose of securing mortgage financing and are not limited to Kaufman and
Broad Mortgage Company.

Although Purchaser is not required to use the services of Kaufman and Broad
Mortgage Company, prior to entering into a contract to purchase a home from KB
HOME, Purchaser may be required to provide the basic information as required on
the form of the Kaufman and Broad Mortgage Company loan application and permit
a credit report to be obtained by KB HOME in order to pre-qualify Purchaser as a
legitimate prospective purchaser. The credit report fee is not refundable after
entering into a purchase contract with KB HOME.

Insurance Requirements including Flood Insurance: For loans made through KB
HOME Mortgage Company (and indeed nearly all residential property lenders), it is
required that hazard insurance and other property coverage benefiting the
Purchaser and/or the lender be in effect at the time of closing. If Purchaser has not
made independent arrangements in a reasonable time before title is to be
transferred, Purchaser has authorized KB HOME Mortgage Company to place the
required insurance on the property through an authorized agent of Kaufman and
Broad Insurance Agency, Inc. Further information can be obtained by contacting
Frank Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent, Kaufman
and Broad insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor, Woodland Hills,
California, 91367, or 800-446-3371 .

In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed of its Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

Limited Warranty: As a new homebuyers, Purchaser will be protected by the KB
HOME New Home Warranty Agreement (the "Warranty").

v 3
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Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in .
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes. `

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.

• Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax claims to (602) 220-4895 or call
the Customer Service Department.

• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.

Lot Transfer Fee: Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture: When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture and/or
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation after installation of flooring and certain other finish items.
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\ The above-referenced items will be chosen by the Purchaser in the KB HOME
Studio after the loan interview. Upon KB HOME's receipt of written notification of
loan approval from Purchaser's mortgage lender, these items will be released for
installation. If Purchaser should cancel the contract to purchase the home after any
such items have been ordered, the costs of these items will be deducted from the
deposit and retained by KB HOME. The balance of Purchaser's deposit will be
treated as governed by the terms of the sales agreement. Purchaser's signature on
this Disclosure Statement under "Purchaser's Acknowledgment of Receipt of
Disclosure" signifies that the Purchaser understands, agrees, and consents to these
terms.

Statements and Agreements by Salesperson: KB HOME is not responsible for, or
bound by. any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:

Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of
1 200

Purchaser:

Purchaser:

Plan:

Tract:/Plat: Lot Number:

Community:

Property Address:
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DISCLOSURE STATEMENT
K B H o M E

P h oen i x

432 N. 44"' Street, Suite 200
Phoenix, Arizona 85008

Arizona Westwood
Arizona Westland

ISSUED: 2/4/00
REISSUEDs 8/15/00
REISSUEDI 3/9/01
REISSUED: 1/14/02

Phoenix, Arizona 85027
Maricopa County

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THls is AN IMPORTANT DOCUMENT. KB HOME REQUIRES THAT PURCHASER

SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT

OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS

RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION

IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE

DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS NO CONTROL OVER MUCH OF THE INFORMATION COVERED IN

THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE

WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.

To the best of its knowledge, KB HOME PHOENIX INC. (hereinafter referred to as
"KB HOME") states that the following information concerning the Community is
accurate as of the date of this statement, which is set forth above.
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Location: Arizona Westview and Arizona Westland (collectively, the "Community")
is located in the City of Phoenix, Maricopa County, Arizona, with the entrance to the
Community on the ADOT Frontage Road and Dynamite Boulevard.
Future Developmentand Home Design Changes:Purchaser s hereby informed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasingth size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular build out schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

A r

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

Adjacent Areas:Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1~10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated I-17/Black Canyon Freeway followed by S-1 Ranch or
farm residence and property approved for R1-6 and R1-8, single family residential.

The property located within % mile to the southeast of the Community on the east
side of 1-17/Black Canyon Freeway has been approved for CP/GCP (Commerce
Park, General Commerce Park Option), Hayden Rhodes Aqueduct/CAP Canal,
adjacent to the north and approx. % mile west, Middle Mountain, approx. % mile
north, Ben Avery Shooting Facility, approx. 3 % miles north, Skunk Creek, approx. %
mile south and approx. % mile east, Deems Hills, approx. 1 miles southwest, Deems
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Hills Recreation Area, approx. % mile southwest, Skunk Creek Landfill, approx. 1 %
miles south, Adobe Mountain Juvenile Institute, approx. 2 % miles south, APS
Biscuit Flat substation on the northern boundary of the Community, CAP water
booster station, approximately % mile southwest of the Community, Adobe
Mountain, approx. 2 % miles south, Adobe Dam, approx. 3 miles south, Adobe Dam
Recreation Area, approx. 3 miles south, Adobe Dam Golf Club, approx. 3 % miles
southwest, Waterworld U.S.A., approx. 3 % miles southwest, Victory Lane Sports
Complex, approx. 3 % miles southwest, McGill Ultralight Field, approx. 5 miles
southwest, Agua Fria Freeway (Loop 101), approx. 4 3/4 miles south, Scatter Wash,
approx. 3 3/4 miles south, lnterstate 17 (Black Canyon Freeway), adjacent to the
east.

APS has selected a future substation site approximately % mile north of the
Community. For further information, contact Mike DeWitt, APS Project Manager, at
(602) 493-4446.

City of Phoenix is scheduled to begin construction of the North Gateway Waste
Water Treatment Plant the Summer of 2002, to be located approximately % mile
north of the Community. For further information, contact Jim Shannon, City of
Phoenix Project Manager, at (602) 495-5407.

Although this Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
around or otherwise inspect the Community and the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
transaction because different conditions may impact the purchasing decision
on an individual basis.

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information on
possible future developments adjacent or near to the Community within the City of
Phoenix, contact David Richert, Planning Director, located at 200 West Washington
Street, Phoenix, Arizona, 85003, or (602) 262-7131.

Skunk Creek LandHII: The Community is located approximately 1% miles north of
the Skunk Creek Landfill. The landfill is located at 3165 West Happy Valley Road,
Phoenix, Arizona 85027, % mile west of 1-17 and Happy Valley Road. The hours of
operation are from 5:30 a.m. to 5:00 p.m. Monday through Friday and 8:00 a.m.
through 4:00 p.m. on Saturdays, Sundays. Summer hours of operation are from
5:30 a.m. to 5:00 p.m. Monday through Friday and 6:00 a.m. through 3:00 p.m. on
Saturdays, Sundays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,
wet paint, or pesticides. More information regarding the landfill may be obtained by
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calling the City of Phoenix Public Works Department at 101 South Central Avenue,
Phoenix, Arizona 85004, or at (602) 256-5600 or City of Phoenix Solid Waste
Customer Service at (602) 262-7251 .

u

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the I-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Boulevard are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract c, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.

Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particular home site, and its environs at various times of the day to assess
hisser own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the
Community. While KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and Traffic Noise: The Deer Valley Airport is located approximately 5 miles
southeast of the Community at 702 West Deer Valley Road, Phoenix, Arizona
85027. Residents of the Community may see and hear aircraft arriving and
departing Deer Valley Airport, which may interfere with certain activities at the site
and may be disturbing to certain sensitive individuals.
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Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

s

Deer Valley Airport can operate 24 hours per day, seven (7) days per week. The
'above hours of normal operations for the facility are imposed due to fiscal and
manpower constraints, as well as being designed to reduce the noise impact of the
operations on the surrounding community. Circumstances frequently arise which
require the airport to be open beyond those times.
Although the Community lies outside of the 65-decibel noise contour line (65 DNL)
for the Deer Valley Airport, flights may produce aircraft noise as a result of flight
operation and may be disturbing to certain individuals. Purchasers should be aware
that DNL levels compute noise levels on an average noise basis, so peaks may
exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This information is accurate as of the date of this Disclosure Statement. Use of the
airport may change. KB HOME makes no warranty or representation as to the
future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of the airport is unknown at this
time, however, potential uses may include, but are not limited to, conversion into
retail and/or industrial facilities, recreational parks, affordable housing, school, jail,
and/or residential development. For additional information, prospective purchasers
may contact Jack Schelter, interim Deer Valley Airport Manager, at 702 W. Deer
Valley Road, Glendale, Arizona, 85027, (623) 869-0975.

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential
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housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

Power Lines/Magnetic Fields Disclosure: Several electrical transmission lines are
located in the vicinity of the project site. In the future, high voltage power lines may
be constructed along Dynamite Boulevard, Pinnacle Vista Road, 33"'Avenue, 31 S'
Avenue, the CAP Canal northern property line, and/or 1-17 Frontage Road. There
have been numerous studies as to the effect of residential proximity to high power
transmission lines that have concluded that electromagnetic fields transmitted from
electric power lines may or may not be cancer causing or hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
produced from or associated with electrical facilities andlor appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
Indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. In addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power lines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (APS), customer service division at (602) 371-7171 or Salt
River Project (SRP), customer service division at (602) 236-8888.

Correctional Facilities: The Adobe Mountain Juvenile Institute, a secure facility for
male youth offenders, and the Black Canyon Juvenile Institute, a secure facility for
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female youth offenders, both operated by the State of Arizona, are located
approximately 2% miles south of the Community. The Adobe Mountain facility
currently houses approximately 400 boys in a total of 17 housing units. The Black
Canyon facility houses approximately 95 girls in a total of 5 housing units. The size
of the correctional facilities and the type of offenders housed at these facilities are
subject to change by state or local correction officials. For further information,
contact the Adobe Mountain Juvenile Institute at (623) 869-9050, the Black Canyon
Juvenile Institute at (623) 780-1303 or the Arizona Department of Juvenile
Corrections at (602) 542-3987.

Registered Sex Offender Database: NOTICE; Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information: The Community is serviced by the Deer Valley Unified District
located at 20402 North 15*" Avenue, Phoenix, Arizona 85027, or (623) 445-5000.
Schools in the Deer Valley School District currently operate on a traditional basis. It
is our understanding that the Community is presently serviced by the following
schools:

Deer Valley Unified District:

Stetson Hills School
(Grades K-7 for 2001-2002, Grades K-8 for 2002-2003)
25475 North Stetson Hills Loop Road
Glendale, AZ 85310
(623) 445-5300
Principal - Gregory Patrick

Deer Valley Middle School (Grades 7-8 for 2001-2002)
21100 n. 27th Ave.
Phoenix, AZ 85027
(623)445-3300
Principal - Jack Dillard

Barry Goldwater High School (Grades 9-12)
2820 West Rose Garden Lane
Phoenix, Arizona 85027
(623) 445-3000
Principal - Carol Patterson
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As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).

Public Transportation: As of the date of this disclosure public transportation
service is available near this area. There is a bus stop at 3151 Avenue at Yorkshire
and another at 29'*' Avenue at Beardsley. This information is subject to change. For
exact scheduling costs and further information, please contact Phoenix Public
Transit Department at (602) 262-7242 or Valley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park, 2001 West Wahalla Drive, Phoenix, Arizona 85027. This park
has a community center, lit basketball courts, an exercise course, grills, picnic area,
playground, pool, soccer field, lit softball, lit tennis, lit volleyball (sand and asphalt),
and restrooms. Deer Valley Pool is located at 19400 n. 19th Avenue, Phoenix,
Arizona 85027, approximately 8 miles southeast of the Community. Deem Hills
Recreation Area is a future park site and will be located at 39th Avenue and Pinnacle
Vista Road, approximately 5 miles southwest of the Community. This recreation
center will have hiking trails. Although these facilities are operational or proposed
as of the date of this Disclosure Statement, they are subject to change and closure.
For further information on community services and recreation, please contact the
Northwest District Office of the City of Phoenix Parks and Recreation Department
located at 3901 W. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19"1 Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67*" Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police: Fire protection is provided by the City of Phoenix Fire Department.
For general information, please contact the City of Phoenix Fire Department at (602)
262-6297. The City of Phoenix Police Department provides police protection. For
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general information, please contact the City of Phoenix Police Department at (602)
262-7626. For emergency fire or police services please call 911 .

Hospital: John c. Lincoln Hospital - Deer Valley is located at 19829 North 27""
Avenue, Phoenix, Arizona 85027, or (623) 879-6100, approximately 5 miles
southwest of the Community.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by. the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER. PURCHASER IS NOT ENTITLED TO RELY ON THE
FOLLOWING INFORMATION.

Real estate taxes for the homes in the Community are determined by multiplying the
applicable tax rate by every $100.00 of assessed valuation as determined by the
Maricopa County Tax Assessor. For the purchaser of a lot in this Community, the
"full cash value and limited value" of the lot will be the valuations, as reflected on the
tax roll, determined by the Maricopa County Tax Assessor. Full cash value is used
to determine the secondary tax amount and limited value is used to determine the
primary tax amount. Each value is multiplied by an assessment ratio of 10% to
determine the assessed value. The Maricopa County Treasurer calculates the tax
bill by dividing the assessed value by 100, then multiplying by the current applicable
tax rate. The tax rate has two parts, primary and secondary. For the year 2001, the
primary tax rate for this Community is 7.9448 and the secondary tax rate is 5.2744.
To obtain an estimate of the annual property taxes for a lot, the Maricopa County
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Assessor's Office suggests that the sale price of the home be used and the primary
and secondary tax rates be combined. For example, based on the combined
primary and secondary property tax rate of 13.2192 and an average sale price of
$147,497 (Arizona Westwood) and $206,900 (Arizona Westland), the estimated
annual property taxes would be $1,949.79 and $2,735.05, respectively. (property
value of the home may be less than the purchase price). Estimated annual property
taxes = °(10% x Average sale price / 100) x (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT~OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO
CHANGE.

For further information regarding the taxes, prospective buyers should contact the
Maricopa County Treasurer at (602) 506-8511 or the Maricopa County Assessor at
(602) 506-3406, 301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.

Covenants, Conditions and Restrictions: Many new residential communities are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 as 99-
0978276, as amended by Amendment recorded January 18, 2000 as 00-0037142,
and Second Amendment recorded January 11 , 2002 as 2002-0034367A, in the
Maricopa County Recorder's Office. It is KB HOME's practice to provide a copy of
the CC8tRs to Purchaser for review during escrow. The CC8tRs are also described
in Purchaser's title report. If a copy of the CC&Rs has not been provided to you, be
sure to request a copy from the sales representative or from escrow sufficiently prior
to the close of escrow to make an adequate review. Purchaser is strongly advised
to carefully review the recorded CC&Rs for important information affecting the use of
Purchaser's property.

During the period that KB HOME is the "Declarant" under the CC8Rs, KB HOME
has the right but not the obligation to enforce the CC8<Rs.

Design Review Committee: Under the terms of the CC8<Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Section 5.7 of the
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CC&R's provides that the "design, size, color, location and elevation" of any
improvement or landscaping, "and all changes thereto, must be approved by the
Committee prior to installation". Any improvements constructed by Purchaser or on
Purchaser's behalf MUST BE PRE-APPROVED by the Design Review Committee
and once built, must be maintained by Purchaser. Purchasers are urged to review
the criteria set forth in the CC&Rs for Design Review Committee review and
approval.

Homeowners Association Dues: When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The amount of $28 monthly dues is based on a
budget for the Association's operations prepared by City Property Management
effective January 1, 2002 (the "Budget"). It is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
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a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.

Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator Items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags. »

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional Items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

Model Home Decorator Items: A list of model home "Decorator Items" which are
not available for purchase will be available for review in each model. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1.
2.
3.

4.
5.
6.

10.
11.
12.

13.
14.
15.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hardscape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
Interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,

9.

8.

7.
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16.
17.
18.

19.

20.

21. 4

22.
23.
24.
25.
26.
27.

Thermostat covers,
Automatic front door closures,
Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Looking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KB HOME Studio;
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

Changes in Materials and Specifications: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are notllimited to:

1.
2.
3.
4.
5.
6.
7.
8.

Light fixtures,
Kitchen, bath and linen cabinets,
Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.

Optional Items: The model homes display certain Cptional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
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or Upgrade Items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

Estates Ser/es

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21 |
22.
23.
24.
25.

Room conversions per plan
Upgraded wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Tinted windows
Two-tone paint

u

Emerald Series

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.

Room conversions per plan
Upgraded wardrobe doors
Upgraded exterior doors
Air conditioning upgrades
Appliance upgrades
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
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12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.

Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Bay windows
Acrylic block windows
Tinted windows
Stone and brick exteriors
Two-tone paint
Closet under stairs
Wet bars
Media alcoves

I

The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 w. University
Drive, Tempe, As, 85281, (480) 858-8960. Some treatments, however, may not be
available at time of purchase.

Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 W. University Drive, Tempe, AZ,
85281, (480) 858-8960. Purchasers are required to visit the studio to select
carpeting, finishes and other materials for their home. Studio representatives will
assist Purchasers with their selections and guide them through the pricing and fit
with the model selected.

The above-referenced items will be chosen by the Purchaser in the KB HOME
Studio after entering into a purchase agreement. Upon KB HOME's receipt of

. G
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written notification of loan approval from Purchaser's mortgage lender, these items
will be released for installation. If Purchaser should cancel the contract to purchase
the home after any such items have been ordered, the costs of these items will be
deducted from the deposit and retained by KB HOME. The balance of Purchaser's
deposit will be treated as governed by the terms of the sales agreement.
Purchaser's signature on this Disclosure Statement under "Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.

Standard Features: The base price of a home from KB HOME includes the
features listed below, plus the standard lot only. Standard carpeting is also included
in the purchase price of the home and carpet must be ordered through and installed
by KB HOME prior to the close of escrow.

Emerald Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)
Tile entry

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Oak cabinetry and choice of stain
Double compartment porcelain on steel kitchen sink with single lever faucet
Islands per plan
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
Microwave
Pre-plumbed for ice maker
No wax vinyl floor coverings
Pre-wired for telephone
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Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Separate tub and shower in master bath
Double marble vanities in master bath
Elongated toilets
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Estates Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Courtyard walls per plan
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)

LivingAreas:
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Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
~Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, KB HOME Studio
allowances, new fioorplans, additional features, and other similar incentives
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(collectively, "Incentives") to past or future purchasers of properties in the
Community (or any other community developed, constructed or sold by KB HOME)
without any obligation to offer any comparable Incentives to the Purchaser. The
Purchaser further acknowledges that it has satisfactorily negotiated its purchase
price for a particular property (and improvements) within the Community and that
Purchaser is fully satisfied with such price and the Incentives received in connection
with the negotiation of such price. Other than Purchaser's contracted price, all other
prices, terms, upgrades, and other concessions, are subject to change without
notice at the discretion of KB HOME, including changes in the model homes offered
for sale, specification levels in future homes, etc. Purchaser also acknowledges that
KB HOME Studio coupons, or other incentives distributed by KB HOME at various
times as part of mass marketing campaigns, must be presented at the time of
purchase or they are invalid and will not be honored.

Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions set forth below and subject to the contents of the
Community's "Fit List" identifying the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HOME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:

(a) Select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) Elect to have the Desired Model and Desired Elevation constructed on
a different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for tot location. Such
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price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) all funds previously deposited shall be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

Construction Schedule and Completion Date: Unless a senior officer of KB
HOME has provided a clear written statement that a particular home is available for
immediate occupancy, all homes will require substantial construction before they are
ready for sale and/or occupancy. Projecting the timing of the completion of
construction is difficult and delays in completion are common. KB HOME will use its
best efforts to keep Purchaser informed of delays in the construction schedule to
assist in scheduling moving and move in dates, however, Purchaser understands
and acknowledges that: (a) KB HOME makes no representation as to the actual
date of completion of the home, (b) any target completion dates and move in dates
provided by sales or construction staff represent estimates only, and (c) are subject
to adjustment and change (including any periodic updates). Prospective purchasers
are hereby notified that KB HOME will not be responsible for inconvenience, loss or
expense (including costs of scheduling movers, storage time, etc.) to the Purchaser
resulting from delays in completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME Corporation and are the subject of
copyright law protection. KB HOME does not permit its architectural plans to be
copied or removed from the Sales Office under any circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
specii9cations available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.

Acyustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
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settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.

Heavy Furnishings or Equipment in the Home: Prior to installation or
transportation of any heavy furnishings or equipment into the home, Purchaser
should consult with a structural engineer or other qualified professional to confirm
that the heavy furnishings or equipment will not exceed the structural design of the
home and that the flooring system, whether on second story floors or first story
floors, will not be overloaded, damaged or otherwise adversely affected by such
heavy furnishings or equipment. Heavy furnishings or equipment include, without
limitation, waterbeds, safes, weight benches, heavy exercise equipment, large fish
tanks and pool tables. KB Home will not be responsible for any damage, loss or
injury arising out of or in connection with Purchaser's heavy furnishings or
equipment.

Square Footage: Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in homes constructed by KB
HOME is 20 feet in width by 20 feet in depth. In some instances, where permitted
by applicable municipal zoning ordinances or building codes, two-car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
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the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three~car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two~car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community Before Move-In: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOME will permit the Purchaser to enter their lot and
the construction area surrounding the lot provided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Office hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTIALLY HAZARDOUS. There are numerous risks of
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community. Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.
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Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has taken title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New homes constructed by KB HOME contain
numerous appliances and types of mechanical equipment which, if used improperly,
could result in (a) damage to the particular appliance or mechanical equipment or
(b) damage or injuries to persons or property. Typically, at the customer orientation,
KB HOME personnel will demonstrate the basic operations and safety precautions
for such appliances and equipment and homeowners will also be provided with
applicable instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME Limited Warranty for
details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. In
the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC&Rs
or design guidelines.
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If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.

KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or KB HOME Studio representatives
unless in writing signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or KB HOME Studio selection options with
respect to interior or exterior tile. All grout is pre-mixed by the manufacturer and
blended for color at their factories. Grout colors cannot be guaranteed against
impurities in the local waters that are mixed with grout or against drying or against
other causes of color variation. These, as well as other factors, can cause grout
colors to vary in shade when compared to the color palettes or boards used in the
selection process.

Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the KB HOME Studio, but such discoloration
does not identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.
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Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl
seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazed windows.

Excessive condensation -~ most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. Please see the
Condensation and Mold section below for some practical tips on reducing
condensation.

Smoke Detectors: Public health and safety law adopted in the State of Arizona
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery-powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by state law.

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this Code provision. Please be aware that it is the Purchaser's obligation (and
not the obligation of KB HOME) to regularly test and maintain the lawful, working
condition of these smoke detectors in the future and with respect to any future sale
of the home to any third party. On most of these smoke detectors (but not all),
testing can be done by firmly pressing the light lens located near the center of the
cover for a few seconds. If working, the alarm will sound on smoke detectors that
operate on the home's electric current. A battery backup is provided so that the
detector operates in power outages. On most of these smoke detectors, a chirping
noise is sounded if the battery is low. Some smoke detectors operate on battery
power only. These batteries must be tested periodically as the batteries will
eventually require replacement.

Insulation: The garage and porch areas of the homes in the Community are not
insulated to retain warmth compatible with their use as principal living areas. The
following insulation specifications apply to homes constructed by KB HOME in the
Community.
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AREA INSULATION
TYPE

PRE-INSTALL
THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Batts 8=
Stucco Foam Board

ll
3 %

1 U
R-19

Exterior Ceilings Fiberglass Batts or
Blown Fiberglass/Cellulose u

8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Bates ll
3% R~13

I

Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

4

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KB HOME Limited Warranty and in such event the plumbing contractor
dispatched by KB HOME will charge for the service call. If evidence indicates
improper usage of the toilet and damage to floors, etc. has occurred, the plumbing
contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Condensation and Mold: Governmental agencies may impose energy efficiency
requirements in residential construction. While energy efficiency is obviously very
important, one of its consequences is that homes are more airtight today than they
were before energy efficiency requirements were enacted. Because of the resulting
restricted airflow within homes, today's homes are typically subject to increased
condensation levels. You may notice condensation around windows, windowsills,
window tracks, and sliding glass doors. When possible and feasible in conjunction
with outside weather conditions, KB HOME recommends opening windows slightly
(considering comfort and security) to increase airflow and to reduce condensation
levels. Bathroom and kitchen exhaust fans should be operated when moisture is
being generated (showering, boiling liquid, cooking with gas). Windows in
bathrooms and adjoining rooms should also be opened, at least partially
(considering comfort and security) during hot showers and baths to limit
condensation. If you notice excessive condensation in your home, we recommend
that it simply be wiped dry with a common absorbent towel as much as on a daily
basis. It is important to not leave excessive condensation in place because it can
lead to deterioration of wood and drywall surfaces and to mold growth. For this
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reason, KB HOME also discourages anything other than occasional usage of
humidifiers in the home because regular use of humidifiers can lead to excessive
condensation and mold.

Molds are ubiquitous micro-organisms, which constitute approximately twenty-five
percent of the bio-mass on the planet. Mold exists outdoors and indoors and
performs ecologically vital functions in eliminating dead and decaying organic
material (for example, leaves and compost). To "live", mold requires moisture and
food. Some of the common household materials that allow mold growth include
food, garbage, clothing, plants, compost, drywall, carpet, insulation, lumber, among
other items, provided they remain moist for several days or weeks.

4

Mold spores easily become suspended in the air and are regularly exchanged
between indoor and outdoor environments through the air, by clothing and shoes,
and many other items brought into the home. Some molds, in elevated airborne
concentrations, may cause allergic or hay fever symptoms in people who are
sensitive to mold. In some cases, people who are highly sensitive to mold may have
asthmatic or other reactions. individuals with suppressed immune systems may be
at risk for mold infections. Such infections are rare, but may be a significant concern
for this highly sensitive group.

Good housekeeping practices (regular vacuuming and other cleaning) should help
keep mold levels normal. Bleach solutions and tile cleaners often have ingredients
that will eliminate and/or prevent mold growth. Check your local grocery store and
review product labels for products that are specifically designed to eliminate mold
and mold growth. On hard surfaces, homeowners should wash mold off and
completely dry the surfaces.

The best way to prevent uncontrolled indoor mold growth is to control moisture and
to promptly eliminate it. When excessive moisture or water accumulates indoors,
abnormal mold growth may occur, particularly if the moisture problem remains
undiscovered or uncorrected, and materials stay damp for days or weeks. In order to
minimize moisture, homeowners should: immediately fix leaky plumbing or other
sources of water or moisture, keep air conditioner, refrigerator and dehumidifier drip
pans clean and dry, use exhaust fans or open windows slightly (considering comfort
and security) in kitchens and bathrooms when showering, cooking or using the
dishwasher, vent clothes dryers to the outside, maintain low indoor humidity, and
wipe dry condensation or moisture build-up. During your warranty period, please
immediately contact KB Home if your home experiences any form of non-
homeowner maintenance water intrusion resulting from a problem with any
component KB Home installed into your home.

If your home experiences mold after your warranty period, homeowners should take
the appropriate steps to clean up the mold and eliminate the source of moisture.
Bleach and the other products referenced above may be helpful in controlling mold
conditions. Depending on the amount of mold, the materials to which it has
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attached may need to be removed and replaced. Care should be taken during the
removal process to prevent releasing spores beyond the affected area. If mold
contamination is extensive or is of concern, homeowners should consult a KB
HOME customer service representative for possible coverage under the KB HOME
Limited Warranty and/or referral to a professional mold clean up or restoration
company. For more information regarding mold, visit the U.S. Environmental
Protection Agency mold web site at www.epa.gov\iaq\pubs\moldresources.html, or
the U.S. Centers for Disease Control and Prevention at www.cdc.oov and search for
the keyword "mold".

Electrical Outlets in Garage:Applicable building codes adopted in Arizona may
require that electrical outlets in garages be provided with ground fault interrupter
circuits. Where installed, these circuits are not intended for use with any appliances,
especially refrigerators, freezers and aquariums or on any service that an
interruption of electrical power would cause a problem. KB HOME STRONGLY .
RECOMMENDSTHAT PURCHASER NOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY
SERVICE (sucH AS FREEZERS) THAT WOULD BE HARMED BY AN INTERRUPTION OF
ELECTRICAL powER. KB HOME cannot be held responsible for the contents of
appliances that are damaged because of the ground fault interrupter switches
shutting off, nor can we be held responsible for damage to the appliance units
themselves. PLEASE CHECK WITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, AZ, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the building inspection department, for the use intended. For
further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Mario B. Saldamando, the City Engineer, at
(602) 534-3678. The address is 200 West Washington St. Phoenix, AZ 85003.
Purchaser may also contact the soils engineer, Scott R. Smith, P.E. at 2002 West
North Lane Phoenix, AZ, 85021, or at (602) 861-2002.

1

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned
slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CABLES
ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT ATTEMPT TO CUT
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THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB
SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION

oF THE CABLES RUNNING wITHin THE sLJ\Bs. CONTACT SCOTT R. SMITH, P.E. AT
CONSTRUCTION INSPECTION AND TESTING COMPANY, 2002 WEST NORTH LANE PHoEnix,
Az,  85021, oR (602) 861-2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, and the U.S. Public Health Service have expressed concern
over the presence of radon gas in homes. Prolonged exposure to high levels of
indoor radon or its progeny may affect the health of residents. Although such
conditions may exist at the Community, KB HOME has made no investigation to
determine whether radon gas is or will be present in the home or affecting the
premises, and the Community makes no representation or warranty as to (a) the
presence or lack of radon or hazardous environmental conditions nor (b) the effect
of radon or any such condition on the Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1305 or the Maricopa County
Environmental Services Department at (602) 506-6623.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Office of the Maricopa County Recorder as Book
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516 of Maps, Page 15. Additional easements are created within the CC8¢Rs.
Although the following list identifies significant easements which effect the
Community, and the lots affected by such easements, the list of easements and/or
the decisions of the particular easement may not be exhaustive and Purchasers are
urged to carefully review the title report and/or copies of the easement
documentation for fuller understanding.

8' Public Utility Easement (P.U.E) on all lots

1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83~84,101-102,129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10,19-20,30-31 ,41-42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,26t ,262,267,268,298-299,308-309
318-319,329,331,333,337,340,344,346,356,365,394,401,402,409,
415- 416,423,432,433,TraCt B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

Qwest 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west of
lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may
affect the use of Purchaser's property. A copy of these documents may be obtained
from Bob Mendez, Title Officer, First American Title Company, 4801 E. Washington
Street, Phoenix, As, 85034. The telephone number is (602) 685-7779.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that he/she should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within
the drainage pattern(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

an
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Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to '
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hardscape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. it is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.

Landscaping:All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review
in the Community sales office. LANDSCAPING wILL HAVE BEEN INSTALLED AT THE
HOMEOWNER ORIENTATION. KB HOME DOES NOT ACCEPT RESPONSIBILITY FOR THE
CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW
EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION. KB HOME WILL
WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED (l.E. PROPER WATERING AND
CUTTING) BY THE PURCHASER, FOR 30 DAYS ON SHRUBS, 90 DAYS ON TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
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RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED IN WRMNG To KB HO ME DURING THis 30-90 DAY oR 1-YEAR WARRANTV
PERIODS ARE NOT COVERED BY THE WARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTY AFTER THE CLOSE OF
ESCROW.

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land which result in drainage problems
or any hazards. (Please also see the section elsewhere in this Disclosure entitled
"Drainage" for certain issues Purchasers should consider regarding drainage on
their property.)

In some instances, Purchasers may be required by applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC&Rs.

Questions regarding grading should be referred to the civil engineering firm, RBF
Consulting, 16605 N. 28th Avenue, Suite 100, Phoenix, Arizona, 85053, (602) 467-
2200.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
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surrounding the Community, KB HOME cannot guarantee to preserve any potential
view now or in the future. KB HOME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HOME makes no representation as to the preservation of existing or future views
from the project. .

Tract 8oundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wall. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted.

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
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between lots belonging to adjacent private property owners, then the property
owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and Purchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

Arizona Public Service (APS) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602) 861-1999
Lot purchaser's cost to receive service is approximately a minimum $65.00
refundable deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse service)
305 West Washington Street, Phoenix, Arizona, 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse services is a $27.26
activation fee. Cost to purchaser for water, sewer, and refuse service is
approximately $35.46 plus water consumption cost per month.

Cox Communications (provides cable television)
17602 North Black Canyon Highway, Phoenix, Arizona, 85053
(602) 277-1000
Lot purchaser's cost for sewioe is a $37.44 new connection fee.

Qwest Communications (provides telephone)
P.O. Box 29060, Phoenix, Arizona, 85038
(800) 244-1111
Lot purchaser's cost for service is a $35.00 minimum installation fee and
refundable deposit may be required.

The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
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* delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land. If this is the case, the owner of these subsurface mineral rights,
and the overlying and other water rights, will not have a right to surface entry from
Purchaser's property.' The reservation of these rights is shown on the legal
description of the Community contained in the overall preliminary title report
available for review in the Sales Office.

Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the City of Phoenix, which will be responsible for their repair
and maintenance. Questions regarding public streets and/or parking should be
directed to Thomas Callow, the City of Phoenix Street Transportation Department
Director, located at 200 West Washington Street, Phoenix, Arizona 85003, or at
(602) 262-6136.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the Postmaster determines the location
and grouping of these mailboxes and the commencement of mail delivery service. If
Purchaser has any questions, please call the United States Postal Service at (800)
275-8777.

Lender-of-Choice: One of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through Kaufman and Broad Mortgage
Company, subject to necessary qualifications by Purchaser. There is no obligation
on Purchaser's part whatsoever to use the lending services of Kaufman and Broad
Mortgage Company. Purchaser may select any lending institution of his/her choice
for the purpose of securing mortgage financing and are not limited to Kaufman and
Broad Mortgage Company.

Although Purchaser is not required to use the services of Kaufman and Broad
Mortgage Company, prior to entering into a contract to purchase a home from KB
HOME, Purchaser may be required to provide the basic information as required on
the form of the Kaufman and Broad Mortgage Company loan application and permit
a credit report to be obtained by KB HOME in order to pre-qualify Purchaser as a
legitimate prospective purchaser. The credit report fee is not refundable after
entering into a purchase contract with KB HOME.

Insurance Requirements including Flood Insurance: For loans made Kaufman
and Broad Mortgage Company (and indeed nearly all residential property lenders), it
is required that hazard insurance and other property coverage benefiting the
Purchaser and/or the lender be in effect at the time of closing. If Purchaser has not

i 9
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made independent arrangements in a reasonable time before title is to be
transferred, Purchaser has authorized Kaufman and Broad Mortgage Company to
place the required insurance on the property through an authorized agent of
Kaufman and Broad Insurance Agency, Inc. Further information can be obtained by
contacting Frank Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent,
Kaufman and Broad insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor,
Woodland Hills, California, 91367, or 800-446-3371.

a

u In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed of its Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

Limited Warranty: As a new homebuyers, Purchaser will be protected by the KB
HOME Limited Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes.

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

• The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.

• Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax written claims to (602) 220~4895
or call the Customer Service Department at (602) 306_1000.

• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.
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1 Lot Transfer Fee:Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of DepositForfeiture:When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture and/or
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation.

Statements and Agreements by Salesperson:KB HOME is not responsible for, or
bound by, any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:

Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of l 200

Purchaser:

Purchaser:

Plan:
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Tract:/Plat: Lot Number:

Community:

Property Address:
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DISCLOSURE STATEMENT
K B H O M E

P h oe n i x

432 N. 44"' Street, Suite 200
Phoenix, Arizona 85008

Arizona ROC #'s 099276, 132532

Arizona Westwood
Arizona Westland
Phoenix, Arizona 85027
Maricopa County

ISSUED: 2/4/00
REISSUED: 8/15/00
REISSUEDI 3/9/01
REISSUEDs 1/14/02
REISSUEDs 3/18/02

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THls is AN IMPORTANT DOCUMENT. KB HOME REQUIRES THAT PURCHASER
SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT
OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS
RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION
IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE
DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS NO CONTROL OVER MUCH OF THE INFORMATION COVERED IN

THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE

WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE ANDIOR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.

To the best of its knowledge, KB HOME PHOENIX INC. (hereinafter referred to as
"KB HOME") states that the following information concerning the Community is
accurate as of the date of this statement, which is set forth above.

Page 1 of 38



A

Location: Arizona WesWiew and Arizona Westland (collectively, the "Community")
is located in the City of Phoenix, Maricopa County, Arizona, with the entrance to the
Community on the ADOT Frontage Road and Dynamite Boulevard.

Future Development and Home Design Changes:Purchaser is hereby informed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasing the size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular buildout schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

Adjacent Areas:Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated I-17/Black Canyon Freeway followed by S-1 Ranch or
farm residence and property approved for R1-6 and R1-8, single family residential.

The property located within % mile to the southeast of the Community on the east
side of I-17/Black Canyon Freeway has been approved for CP/GCP (Commerce
Park, General Commerce Park Option), Hayden Rhodes Aqueduct/CAP Canal,
adjacent to the north and approx. % mile west, Middle Mountain, approx. % mile
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north, Ben Avery Shooting Facility, approx. 3 % miles north, Skunk Creek, approx. %
mile south and approx. % mile east, Deems Hills, approx. 1 miles southwest, Deems
Hills Recreation Area, approx. M mile southwest, Skunk Creek Landfill, approx. 1 %
miles south, Adobe Mountain Juvenile Institute, approx. 2 % miles south, APS
Biscuit Flat substation on the northern boundary of the Community, CAP water
booster station, approximately % mile southwest of the Community, Adobe
Mountain, approx. 2 % miles south, Adobe Dam, approx. 3 miles south, Adobe Dam
Recreation Area, approx. 3 miles south, Adobe Dam Golf club, approx. 3 % miles
southwest, Waterworld U.S.A., approx. 3 % miles southwest, Victory Lane Sports
Complex, approx. 3 % miles southwest, McGill Ultralight Field, approx. 5 miles
southwest, Agua Fria Freeway (Loop 101), approx. 4 3/4 miles south, Scatter Wash,
approx. 3 3/4 miles south, Interstate 17 (Black Canyon Freeway), adjacent to the
east.

APS has selected a future substation site approximately % mile north of the
Community. For further information, contact Mike DeWitt, APS Project Manager, at
(602)493-4446.

City of Phoenix is scheduled to begin construction of the North Gateway Waste
Water Treatment Plant the Summer of 2002, to be located approximately % mile
north of the Community. For further information, contact Jim Shannon, City of
Phoenix Project Manager, at (602)495~5407.

Although this Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
around or otherwise inspect the Community and the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
transaction because different conditions may impact the purchasing decision
on an individual basis.

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information on
possible future developments adjacent or near to the Community within the City of
Phoenix, contact David Richert, Planning Director, located at 200 West Washington
Street, Phoenix, Arizona, 85003, or (602) 262-7131 .

Skunk Creek Landfill: The Community is located approximately 1% miles north of
the Skunk Creek Landfill. The landfill is located at 3165 West Happy Valley Road,
Phoenix, Arizona 85027, % mile west of 1-17 and Happy Valley Road. The hours of
operation are from 5:30 a.m. to 5:00 p.m. Monday through Friday and 8:00 a.m.
through 4:00 p.m. on Saturdays, Sundays. Summer hours of operation are from
5:30 a.m. to 5:00 p.m. Monday through Friday and 6:00 a.m. through 3:00 p.m. on
Saturdays, Sundays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,

us
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green and wood material. The landfill does not accept hazardous waste, motor oil,
wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Public Works Department at 101 South Central Avenue,
Phoenix, Arizona 85004, or at (602) 256-5600 or City of Phoenix Solid Waste
Customer Service at (602) 262-7251 .

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the |-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Boulevard are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.

Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particularhome site, and its environs at various times of the day to assess
his/her own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.

Construction and Sales Activity: KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the
Community. while KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and Traf17c Noise: The Deer Valley Airport is located approximately 5 miles
southeast of the Community at 702 West Deer Valley Road, Phoenix, Arizona
85027. Residents of the Community may see and hear aircraft arriving and
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departing Deer Valley Airport, which may interfere with certain activities at the site
and may be disturbing to certain sensitive individuals.

Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Deer Valley Airport can operate 24 hours per day, seven (7) days per week. The
above hours of normal operations for the facility are imposed due to fiscal and
manpower constraints, as~welI as being designed to reduce the noise impact of the
operations on the surrounding community. Circumstances frequently arise which
require the airport to be open beyond those times.
Although the Community lies outside of the 65-decibel noise contour line (65 DNL)
for the Deer Valley Airport, flights may produce aircraft noise as a result of flight
operation and may be disturbing to certain individuals. Purchasers should be aware
that DNL levels compute noise levels on an average noise basis, so peaks may
exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This information is accurate as of the date of this Disclosure Statement. Use of the
airport may change. KB HOME makes no warranty or representation as to the
future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of the airport is unknown at this
time, however, potential uses may include, but are not limited to, conversion into
retail and/or industrial facilities, recreational parks, affordable housing, school, jail,
and/or residential development. For additional information, prospective purchasers
may contact Jack Schelter, interim Deer Valley Airport Manager, at 702 W. Deer
Valley Road, Glendale, Arizona, 85027, (623) 869-0975.

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy Industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
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manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential
housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

h

s

Power Lines/Magnetic Fields Disclosure: Several electrical transmission Ines are
located in the vicinity of the project site. In the future, high voltage power lines may
be constructed along Dynamite Boulevard, Pinnacle Vista Road, 33"'Avenue, 31 S'
Avenue, the CAP Canal northern property line, and/or 1-17 Frontage Road. There
have been numerous studies as to the effect of residential proximity to high power
transmission lines that have concluded that electromagnetic fields transmitted from
electric power lines may or may not be cancer causing or hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
Indeed, there is a wide split within the scientific community regarding the existence
or non-existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. in addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power lines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (APS), customer service division at (602) 371-7171 or Salt
River Project (SRP), customer service division at (602) 236-8888.
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Correctional Facilities: The Adobe Mountain Juvenile Institute, a secure facility for
male youth offenders, and the Black Canyon Juvenile Institute, a secure facility for
female youth offenders, both operated by the State of Arizona, are located
approximately 2% miles south of the Community. The Adobe Mountain facility
currently houses approximately 400 boys in a total of 17 housing units. The Black
Canyon facility houses approximately 95 girls in a total of 5 housing units. The size
Of the correctional facilities and the type of offenders housed at these facilities are
subject to change by state or local correction officials. For further information,

~contact the Adobe Mountain Juvenile Institute at (623) 869-9050, the Bfack Canyon
Juvenile Institute at (623) 780-1303 or the Arizona Department of Juvenile
Corrections at (602) 542-3987.

Registered Sex Offender Database: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information:The Community is sewieed by the Deer Valley Unified District
located at 20402 North 15"" Avenue, Phoenix, Arizona 85027, or (623) 445-5000.
Schools in the Deer Valley School District currently operate on a traditional basis. it
is our understanding that the Community is presently serviced by the following
schools:

Deer Valley Unified District:

Stetson Hills School
(Grades K-7 for 2001-2002, Grades K-8 for 2002-2003)
25475 North Stetson Hills Loop Road
Glendale, AZ 85310
(623)445-5300
Principal - Gregory Patrick

Deer Valley Middle School (Grades 7-8 for 2001-2002)
21100 n. 27th Ave.
Phoenix, AZ 85027
(623) 445-3300
Principal - Jack Dillard

Barry Goldwater High School (Grades 9-12)
282O West Rose Garden Lane
Phoenix, Arizona 85027
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(623) 445-3000
Principal - Carol Patterson

As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).

Public Transportation: As of the date of this disclosure public transportation
service is available near this area. There is a bus stop at 315* Avenue at Yorkshire
and another at 29th Avenue at Beardsley. This information is subject to change. For
exact scheduling costs and further information, please contact Phoenix Public
Transit Department at (602) 262-7242 or Valley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park, 2001 West Wahalla Drive, Phoenix, Arizona 85027. This park
has a community center, lit basketball courts, an exercise course, grills, picnic area,
playground, pool, soccer field, lit softball, lit tennis, lit volleyball (sand and asphalt),
and restrooms. Deer Valley Pool is located at 19400 n. 19"' Avenue, Phoenix,
Arizona 85027, approximately 8 miles southeast of the Community. Deem Hills
Recreation Area is a future park site and will be located at 39th Avenue and Pinnacle
Vista Road, approximately 5 miles southwest of the Community. This recreation
center will have hiking trails. Although these facilities are operational or proposed
as of the date of this Disclosure Statement, they are subject to change and closure.
For further information on community services and recreation, please contact the
Northwest District Office of the City of Phoenix Parks and Recreation Department
located at 3901 W. Glendale Ave., or (602) 262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19th Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67"' Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ |-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.
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Fire and Police: Fire protection is provided by the City of Phoenix Fire Department.
For general information, please contact the City of Phoenix Fire Department at (602)
262-6297. The City of Phoenix Police Department provides police protection. For
general information, please contact the City of Phoenix Police Department at (602)
262-7626. For emergency fire or police services please call 911 .

Hospital: John C. Lincoln Hospital - Deer Valley is located at 19829 North 27'*'
Avenue, Phoenix, Arizona 85027, or (623) 879-6100, approximately 5 miles
southwest of the Community.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district and/or local
improvement district. Purchaser has satisfied itself with regard to the services
performed by. the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and wilrbe subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER. PURCHASER IS NOT ENTITLED TO RELY ON THE
FOLLOWING INFORMATION.

Real estate taxes for the homes in the Community are determined by multiplying the
applicable tax rate by every $100.00 of assessed valuation as determined by the
Maricopa County Tax Assessor. For the purchaser of a lot in this Community, the
"full cash value and limited value" of the lot will be the valuations, as reflected on the
tax roll, determined by the Maricopa County Tax Assessor. Full cash value is used
to determine the secondary tax amount and limited value is used to determine the
primary tax amount. Each value is multiplied by an assessment ratio of 10% to
determine the assessed value. The Maricopa County Treasurer calculates the tax
bill by dividing the assessed value by 100, then multiplying by the current applicable

i
A
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tax rate. The tax rate has two parts, primary and secondary. For the year 2001, the
primary tax rate for this Community is 7.9448 and the secondary tax rate is 5.2744.
To obtain an estimate of the annual property taxes for a lot, the Maricopa County
Assessor's Office suggests that the sale price of the home be used and the primary
and secondary tax rates be combined. For example, based on the combined
primary and secondary property tax rate of 13.2192 and an average sale price of
$147,497 (Arizona Westwood) and $206,900 (Arizona Westland), the estimated
annual property taxes would be $1 ,949.79 and $2,735.05, respectively. (property
value of the home may be less than the purchase price). Estimated annual property
taxes = (10% x Average sale price/ 100) x (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO
CHANGE.

For further information regarding the taxes, prospective buyers should contact the
Maricopa County Treasurer at (602) 506-8511 or the Maricopa County Assessor at
(602) 506-3406, 301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill to Purchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timing or the amount of any supplemental bill resulting from the re-
assessment and Seller accepts no responsibility for adjusted taxes.

Covenants, Conditions and Restrictions: Many new residential communities are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 as 99-
0978276, as amended by Amendment recorded January 18, 2000 as 00-0037142,
and Second Amendment recorded January 11, 2002 as 2002-0034367A, in the
Maricopa County Recorder's Office. It is KB HOME's practice to provide a copy of
the CC8¢Rs to Purchaser for review during escrow. The CC8¢Rs are also described
in Purchaser's title report. If a copy of the CC&Rs has not been provided to you, be
sure to request a copy from the sales representative or from escrow sufficiently prior
to the close of escrow to make an adequate review. Purchaser is strongly advised
to carefully review the recorded CC&Rs for important information affecting the use of
Purchaser's property.

During the period that KB HOME is the "Dec:larant" under the CC&Rs, KB HOME
has the right but not the obligation to enforce the CC&Rs.
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Design Review Committee:Under the terms of the CC&Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Section 5.7 of the
CC8<R'S provides that the "design, size, color, location and elevation" of any
improvement or landscaping, "and all changes thereto, must be approved by the
Committee prior to installation". Any improvements constructed by Purchaser or on
Purchaser's behalf MUST BE PRE-APPROVED by the Design Review Committee
and once built, must be maintained by Purchaser. Purchasers are urged to review
the criteria set forth in the CC&Rs for Design Review Committee review and
approval.

Homeowners Association Dues:When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by
reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The amount of $28 monthly dues is based on a
budget for the Association's operations prepared by City Property Management
effective January 1 , 2002 (the "Budget"). It is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes:KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
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home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.

Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator Items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional Items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Once the
construction of a home has started, these options or upgrades will no longer be
available for purchase. it should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

Model Home Decorator Items: A list of model home "Decorator Items" which are
not available for purchase will be available for review in each model. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1
2.
3.

4.
5.
6.

10.
11.
12.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hardscape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,

9.

8.

7.
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13.
14.
15.
16.
17.
18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,
Thermostat covers ,
Automatic front door closures,
Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KB HOME Studio,
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with special lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

Changes in Materials and Specifications: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to:

1.
2.
3.
4.
5.
6.
7.
8.

Light fixtures,
Kitchen, bath and linen cabinets,
Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.
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Optional Items:The model homes display certain Optional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade Items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

Estates Series

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Room conversions per plan
Upgraded wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Tinted windows
Two-tone paint

s

Emerald Series

1.
2.
3.
4.
5.
6.
7.
8.
9.

Room conversions per plan
Upgraded wardrobe doors
Upgraded exterior doors
Air conditioning upgrades
Appliance upgrades
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired

E L
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9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.

Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Bay windows
Acrylic block windows
Tinted windows
Stone and brick exteriors
Two-tone paint
Closet under stairs
Wet bars
Media alcoves

4

The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 w. University
Drive, Tempe, Az, 85281, (480) 858-8960. Some treatments, however, may not be
available at time of purchase.

Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 w. University Drive, Tempe, AZ,
85281, (480) 858-8960. Purchasers are required to visit the studio to select
carpeting, finishes and other materials for their home. Studio representatives will
assist Purchasers with their selections and guide them through the pricing and fit
with the model selected.
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The above-referenced items will be chosen by the Purchaser in the KB HOME
Studio after entering into a purchase agreement. Upon KB HOME's receipt of
written notification of loan approval from Purchaser's mortgage lender, these items
will be released for installation. If Purchaser should cancel the contract to purchase
the home after any such items have been ordered, the costs of these items will be
deducted from the deposit and retained by KB HOME. The balance of Purchaser's
deposit will be treated as governed by the terms of the sales agreement.
Purchaser's signature on this Disclosure Statement under~"Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.

Standard Features: The base price of a home from KB HOME includes the
features listed below, plus the standard lot only. Standard carpeting is also included
in the purchase price of the home and carpet must be ordered through and installed
by KB HOME prior to the close of escrow.

Emerald Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)
Tile entry

Living Areas :
sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Oak cabinetry and choice of stain
Double compartment porcelain on steel kitchen sink with single lever faucet
Islands per plan
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
Microwave
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Pre-plumbed for ice maker
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms :
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Separate tub and shower in master bath
Double marble vanities in master bath
Elongated toilets
Counter top length vanity mirrors

U

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Estates Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Courtyard walls per plan
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
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Raised panel entry door (paint grade)

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

4

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms :
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
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acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, KB HOME Studio
allowances, new floorplans, additional features, and other similar incentives
(collectively, "Incentives") to past or future purchasers of properties in the
Community (or any other community developed, constructed or sold by KB HOME)
without any obligation to offer any comparable Incentives to the Purchaser. The
Purchaser further acknowledges that it has satisfactorily negotiated its purchase
price for a particular property (and improvements) within the Community and that
Purchaser is fully satisfied with such price and the incentives received in connection
with the negotiation of such price. Other than Purchaser's contracted price, all other
prices, terms, upgrades, and other concessions, are subject to change without
notice at the discretion of KB HOME, including changes in the model homes offered
for sale, specification levels in future homes, etc. Purchaser also acknowledges that
KB HOME Studio coupons, or other incentives distributed by KB HOME at various
times as part of mass marketing campaigns, must be presented at the time of
purchase or they are invalid and will not be honored.

Availability of Desired Model and/or Elevation: If construction has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions set forth below and subject to the contents of the
Community's "Fit List" identifying the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HOME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:

(a) Select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) Elect to have the Desired Model and Desired Elevation constructed on
a different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.
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In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for lot location. Such
price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) all funds previously deposited shall be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

Construction Schedule and Completion Date: Unless a senior officer of KB
HOME has provided a clear written statement that a particular home is available for
immediate occupancy, all homes will require substantial construction before they are
ready for sale and/or occupancy. Projecting the timing of the completion of
construction is difficult and delays in completion are common. KB HOME will use its
best efforts to keep Purchaser informed of delays in the construction schedule to
assist in scheduling moving and move in dates, however, Purchaser understands
and acknowledges that: (a) KB HOME makes no representation as to the actual
date of completion of the home, (b) any target completion dates and move in dates
provided by sales or construction staff represent estimates only, and (c) are subject
to adjustment and change (including any periodic updates). Prospective purchasers
are hereby notified that KB HOME will not be responsible for inconvenience, loss or
expense (including costs of scheduling movers, storage time, etc.) to the Purchaser
resulting from delays in completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME Corporation and are the subject of
copyright law protection. KB HOME does not permit its architectural plans to be
copied or removed from the Sales Office under any circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.
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Adjustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchaser's home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.

Heavy Furnishings or Equipment in the Home:Prior to installation or
transportation of any heavy furnishings or equipment into the home, Purchaser
should consult with a structural engineer or other qualified professional to confirm
that the heavy furnishings or equipment will not exceed the structural design of the
home and that the flooring system, whether on second story floors or first story
floors, will not be overloaded, damaged or otherwise adversely affected by such
heavy furnishings or equipment. Heavy furnishings or equipment include, without
limitation, waterbeds, safes, weight benches, heavy exercise equipment, large fish
tanks and pool tables. KB Home will not be responsible for any damage, loss or
injury arising out of or in connection with Purchaser's heavy furnishings or
equipment.

Square Footage:Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected .

Garage Sizes: Typically, the two-car garage size in homes constructed by KB
HOME is 20 feet in width by 20 feet in depth. In some instances, where permitted
by applicable municipal zoning ordinances or building codes, two~car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult

Page 21 of 38



to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community 8efore Move-ln: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOME will permit the Purchaser to enter their lot and
the construction area surrounding the lot provided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Office hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTlALLY HAZARDOUS. There are numerous risks of
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
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liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community. Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.

Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has takeN title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.

Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New homes constructed by KB HOME contain
numerous appliances and types of mechanical equipment which, if used improperly,
could result in (a) damage to the particular appliance or mechanical equipment or
(b) damage or injuries to persons or property. Typically, at the customer orientation,
KB HOME personnel will demonstrate the basic operations and safety precautions
for such appliances and equipment and homeowners will also be provided with
applicable instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME Limited Warranty for
details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. In
the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC8 Rs
or design guidelines.
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If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.

KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or KB HOME Studio representatives
unless in writing signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or KB HOME studio selection options with
respect to interior or exterior tile. All grout is pre-mixed by the manufacturer and
blended for color at their factories. .Grout colors cannot be guaranteed against
impurities in the local waters that are mixed with grout or against drying or against
other causes of color variation. These, as well as other factors, can cause grout
colors to vary in shade when compared to the color palettes or boards used in the
selection process.

Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the KB HOME Studio, but such discoloration
does not identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
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once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl
seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazed windows.

Excessive condensation -- most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. Please see the
Condensation and Mold section below for some practical tips on reducing
condensation.

Smoke Detectors: Public health and safety law adopted in the State of Arizona
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery-powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by state law.

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this Code provision. Please be aware that it is the Purchaser's obligation (and
not the obligation of KB HOME) to regularly test and maintain the lawful, working
condition of these smoke detectors in the future and with respect to any future sale
of the home to any third party. On most of these smoke detectors (but not all),
testing can be done by firmly pressing the light lens located near the center of the
cover for a few seconds. If working, the alarm will sound on smoke detectors that
operate on the home's electric current. A battery backup is provided so that the
detector operates in power outages. On most of these smoke detectors, a chirping
noise is sounded if the battery is low. Some smoke detectors operate on battery
power only. These batteries must be tested periodically as the batteries will
eventually require replacement.

Insulation: The garage and porch areas of the homes in the Community are not
insulated to retain warmth compatible with their use as principal living areas. The
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AREA INSULATION
TYPE

PRE-INSTALL
THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Betts &
Stucco Foam Board

ll
3%
1"

R-19

Exterior Ceilings Fiberglass Batts or
Blown Fiberglass/Cellulose

10"
8" to 12% ll

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Batts ll
3% R-13

following insulation speciNoations apply to homes constructed by KB HOME in the
Community.

Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KBHOME Limited Warranty and in such event the plumbing contractor
dispatched by KB HOME will charge for the service call. If evidence indicates
improper usage of the toilet and damage to floors, etc. has occurred, the plumbing
contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Condensation and Mold: Governmental agencies may impose energy efficiency
requirements in residential construction. While energy efficiency is obviously very
important, one of its consequences is that homes are more airtight today than they
were before energy efficiency requirements were enacted. Because of the resulting
restricted airflow within homes, today's homes are typically subject to increased
condensation levels. You may notice condensation around windows, windowsills,
window tracks, and sliding glass doors. When possible and feasible in conjunction
with outside weather conditions, KB HOME recommends opening windows slightly
(considering comfort and security) to increase airflow and to reduce condensation
levels. Bathroom and kitchen exhaust fans should be operated when moisture is
being generated (showering, boiling liquid, cooking with gas). Windows in
bathrooms and adjoining rooms should also be opened, at least partially
(considering comfort and security) during hot showers and baths to limit
condensation. If you notice excessive condensation in your home, we recommend
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that it simply be wiped dry with a common absorbent towel as much as on a daily
basis. It is important to not leave excessive condensation in place because it can
lead to deterioration of wood and drywall surfaces and to mold growth. For this
reason, KB HOME also discourages anything other than occasional usage of
humidifiers in the home because regular use of humidifiers can lead to excessive
condensation and mold.

Molds are ubiquitous micro-organisms, which constitute approximately twenty-five
percent of the bio-mass on the planet. Mold exists outdoors and indoors and
performs ecologically vital functions in eliminating dead and decaying organic
material (for example, leaves and compost). To "live", mold requires moisture and
food. Some of the common household materials that allow mold growth include
food, garbage, clothing, plants, compost, drywall, carpet, insulation, lumber, among
other items, provided they remain moist for several days or weeks.

Mold spores easily become suspended in the air and are regularly exchanged
between indoor and outdoor environments through the air, by clothing and shoes,
and many other items brought into the home. Some molds, in elevated airborne
concentrations, may cause allergic or hay fever symptoms in people who are
sensitive to mold. In some cases, people who are highly sensitive to mold may have
asthmatic or other reactions. Individuals with suppressed immune systems may be
at risk for mold infections. Such infections are rare, but may be a significant concern
for this highly sensitive group.

Good housekeeping practices (regular vacuuming and other cleaning) should help
keep mold levels normal. Bleach solutions and tile cleaners often have ingredients
that will eliminate and/or prevent mold growth. Check your local grocery store and
review product labels for products that are specifically designed to eliminate mold
and mold growth. On hard surfaces, homeowners should wash mold off and
completely dry the surfaces.

The best way to prevent uncontrolled indoor mold growth is to control moisture and
to promptly eliminate it. When excessive moisture or water accumulates indoors,
abnormal mold growth may occur, particularly if the moisture problem remains
undiscovered or uncorrected, and materials stay damp for days or weeks. In order to
minimize moisture, homeowners should: immediately fix leaky plumbing or other
sources of water or moisture, keep air conditioner, refrigerator and dehumidifier drip
pans clean and dry. use exhaust fans or open windows slightly (considering comfort
and security) in kitchens and bathrooms when showering, cooking or using the
dishwasher, vent clothes dryers to the outside, maintain low indoor humidity, and
wipe dry condensation or moisture build-up. During your warranty period, please
immediately contact KB Home if your home experiences any form of non-
homeowner maintenance water intrusion resulting from a problem with any
component KB Home installed into your home.
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If your home experiences mold after your warranty period, homeowners should take
the appropriate steps to clean up the mold and eliminate the source of moisture.
Bleach and the other products referenced above may be helpful in controlling mold
conditions. Depending on the amount of mold, the materials to which it has
attached may need to be removed and replaced. Care should be taken during the
removal process to prevent releasing spores beyond the affected area. If mold
contamination is extensive or is of concern, homeowners should consult a KB
HOME customer service representative for possible coverage under the KB HOME
Limited Warranty and/or referral to a professional mold clean up or restoration
company. For more information regarding mold, visit the U.S. Environmental
Protection Agency mold web site at www.eba.qov\iacl\pubs\moldresources.html, or
the U.S. Centers for Disease Control and Prevention at www.cdc.oov and search for
the keyword "mold".

4

Electrical Outlets in Garage: Applicable building codes adopted in Arizona may
require that electrical outlets in garages be provided with ground fault interrupter
circuits. Where installed, these circuits are not intended for use with any appliances,
especially refrigerators, freezers and aquariums or on any service that an
interruption of electrical power would cause a problem. KB HOME STRONGLY
RECOMMENDS THAT PURCHASER NOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY
SERVICE (sucH AS FREEZERS) THAT WOULD BE HARMED BY AN INTERRUPTION OF
ELECTRICAL powER. KB HOME cannot be held responsible for the contents of
appliances that are damaged because of the ground fault interrupter switches
shutting off, nor can we be held responsible for damage to the appliance units
themselves. PLEASE CHECK WITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith, P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, AZ, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Cffice.

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the building inspection department, for the use intended. For
further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Mario B. Saldamando, the City Engineer, at
(602) 534-3678. The address is 200 West Washington St. Phoenix, AZ 85003.
Purchaser may also contact the soils engineer, Scott R. Smith, P.E. at 2002 West
North Lane Phoenix, AZ, 85021, or at (602) 861-2002.

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned

J
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slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CABLES
ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT ATTEMPT TO CUT
THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB

SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION
oF THE CAELES RUNNING wITHin THE gLAss. CONTACT ScoT"r R. SMITH, P.E. AT
ConsTRucTion inspection AND TESTING COMPANY, 2002 WEST NORTH LANE PHoEnlx,
A z , 85021 , oR (602) 861-2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the u.s. Department of Health
and Human Services, and the U.S. Public Health Service have expressed concern
over the presence of radon gas in homes. Prolonged exposure to high levels of
indoor radon or its progeny may affect the health of residents. Although such
conditions may exist at the Community, KB HOME has made no investigation to
determine whether radon gas is or will be present in the home or affecting the
premises, and the Community makes no representation or warranty as to (a) the
presence or lack of radon or hazardous environmental conditions nor (b) the effect
of radon or any such condition on the Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1305 or the Maricopa County
Environmental Services Department at (602) 506-6623.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
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without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Office of the Maricopa County Recorder as Book
516 of Maps, Page 15. Additional easements are created within the CC8 Rs.
Although the following list identifies significant easements which effect the
Community, and the lots affected by such easements, the list of easements and/or
the decisions of the particular easement may not be exhaustive and Purchasers are
urged to carefully review the title report and/or copies of the easement
documentation for fuller understanding.

8' Public Utility Easement (P.U.E) on all lots

1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1-9,63-64,83-84,101 -102,129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10,19-20,30-31,41-42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,261 ,262,267,268,298-299,308-309
318-319,329,331 ,333,337,340,344,346,356,365,394,401 ,402,409,
415- 416,423,432,433,Tract B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

Qwest 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west of
lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may
affect the use of Purchaser's property. A copy of these documents may be obtained
from Bob Mendez, Title Officer, First American Title Company, 4801 E. Washington
Street, Phoenix, AZ, 85034. The telephone number is (602) 685-7779.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that he/she should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within

in
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the drainage pattern(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
contractors for advice prior to the installation of patios, hard scape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchasers review. It is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Gffice, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.

Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review
n the Community sales office. LANDSCAPING wILL HAVE BEEN INSTALLED AT THE

HOMEOWNER ORIENTATION. KB HOME DOES NOT ACCEPT RESPONSIBILITY FOR THE
CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW
EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION. KB HOME WILL
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WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED (LE. PROPER WATERING AND

cuTrlnG) BY THE PURCHASER, FOR 30 nAys on sHRuBs, 90 DAYS on TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED IN WRMNG To KB HOME DURING THls 30-90 DAY oR 1-YEAR WARRAN1Y
PERIODS ARE NOT COVERED BY THE WARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTY AFTER THE CLOSE OF
ESCROW. 5

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land which result in drainage problems
or any hazards. (Please also see the section elsewhere in this Disclosure entitled
"Drainage" for certain issues Purchasers should consider regarding drainage on
their property.)

In some instances, Purchasers may be required by applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC&Rs.

Questions regarding grading should be referred to the civil engineering firm, RBF
Consulting, 16605 N. 28th Avenue, Suite 100, Phoenix, Arizona, 85053, (602) 467-
2200.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
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of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
surrounding the Community, KB HOME cannot guarantee to preserve any potential
view now or in the future. KB HGME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances. .

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HOME makes no representation as to the preservation of existing or future views
from the project.

Tract Boundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a. home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wall. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted .

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
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HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
between lots belonging to adjacent private property owners, then the property
owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and PUrchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:

Arizona Public Service (APS) (provides electricity)
P.O. Box 53933, Mail Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602) 861-1999
Lot purchaser's cost to receive service is approximately a minimum $65.00
refundable deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse service)
305 West Washington Street, Phoenix, Arizona, 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse services is a $27.26
activation fee. Cost to purchaser for water, sewer, and refuse service is
approximately $35.46 plus water consumption cost per month.

Cox Communications (provides cable television)
17602 North Black Canyon Highway, Phoenix, Arizona, 85053
(602) 277-1000
Lot purchaser's cost for service is a $37.44 new connection fee.

Qwest Communications (provides telephone)
P.O. Box 29060, Phoenix, Arizona, 85038
(800) 244-1 111
Lot purchaser's cost for service is a $35.00 minimum installation fee and
refundable deposit may be required.
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The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land. If this is the case, the owner of these subsurface mineral rights,
and the overlying and other water rights, will not have a right to surface entry from
Purchaser's property. The reservation of these rights is shown on the legal
description of the Community contained in the overall preliminary title report
available for review in the Sales Office.

Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the City of Phoenix, which will be responsible for their repair
and maintenance. Questions regarding public streets and/or parking should be
directed to Thomas Callow, the City of Phoenix Street Transportation Department
Director, located at 200 West Washington Street, Phoenix, Arizona 85003, or at
(602) 262-6136.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the Postmaster determines the location
and grouping of these mailboxes and the commencement of mail delivery service. If
Purchaser has any questions, please call the United States Postal Service at (800)
275-8777.

Lender-of-Choice: Cne of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through KB Home Mortgage Company,
subject to necessary qualifications by Purchaser. There is no obligation on
Purchaser's part whatsoever to use the lending services of KB Home Mortgage
Company. Purchaser may select any lending institution of his/her choice for the
purpose of securing mortgage financing and are not limited to KB Home Mortgage
Company.

Although Purchaser is not required to use the services of KB Home Mortgage
Company, prior to entering into a contract to purchase a home from KB HOME,
Purchaser may be required to provide the basic information as required on the form
of the KB Home Mortgage Company loan application and permit a credit report to be
obtained by KB HOME in order to pre-qualify Purchaser as a legitimate prospective
purchaser. The credit report fee is not refundable after entering into a purchase
contract with KB HOME.

Page 35 of 38



I

Insurance Requirements including Flood Insurance:For oars made KB Home
Mortgage Company (and indeed nearly all residential property lenders), it is required
that hazard insurance and other property coverage benefiting the Purchaser and/or
the lender be in effect at the time of closing. If Purchaser has not made
independent arrangements in a reasonable time before title is to be transferred,
Purchaser has authorized KB Home Mortgage Company to place the required
insurance on' the property through an authorized agent of Kaufman and Broad
insurance Agency, Inc. Further information can be obtained by contacting Frank
Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent, Kaufman and
Broad Insurance Agency, Inc., 21650 Oxnard Street, :3'" Floor, Woodland Hills,
California, 91367, or 800-446-3371.

In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed of its Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

Limited Warranty:As anew home buyer, Purchaser will be protected by the KB
HOME Limited Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes.

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

• The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.

• Certain types of damage arenot covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax written claims to (602) 220-4895
or call the Customer Service Department at (602) 306-1000.
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• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.

Lot Transfer Fee: Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture: When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.

There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture and/or
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation.

Statements and Agreements by Salesperson: KB HOME s not responsible for, or
bound by. any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:

c c .
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Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

4

Dated this day of s 200

Purchaser:
°»

Purchaser:

Plan:

Tract:/Plat: Lot Number:

Community:

Property Address:
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DISCLOSURE STATEMENT
KB HOME

Phoenix

432 N. 44th Street, Suite 200
Phoenix, Arizona 85008

Arizona ROC #'s 099276, 132532

Arizona Westwood
Arizona Westland
Phoenix, Arizona 85027
Maricopa County

ISSUED: 2/4/00
REISSUEDs 8/15/00
REISSUED: 3/9/01
REISSUED: 1/14/02
REISSUEDs 3/18/02
*REISSUEDs 9/23/02

KB HOME wants Purchasers to be totally satisfied customers. An important part of
Purchaser's satisfaction is in knowing the information reasonably material to a
purchase decision. KB HOME offers this basic information statement as a service
and protection for the Purchaser.

THIS IS AN IMPORTANT DOCUMENT. KB HOME REQUIRES THAT PURCHASER

SIGN THIS STATEMENT UNDER "puRcHAsER's ACKNOWLEDGMENT OF RECEIPT

OF DISCLOSURE STATEMENT" AS AN INDICATION THAT PURCHASER HAS

RECEIVED AND READ THE ENTIRE DISCLOSURE STATEMENT. THE INFORMATION

IN THIS STATEMENT IS CURRENT AS OF THE LATEST DATE LISTED ABOVE AS THE

DATE OF ISSUANCE OR REISSUANCE.

KB HOME HAS no CONTROL ovER MucH oF THE INFORMATION COVERED IN

THIS DISCLOSURE STATEMENT, AND INFORMATION IS SUBJECT TO CHANGE

WITHOUT NOTICE. THEREFORE, PURCHASERS ARE ENCOURAGED TO

INDEPENDENTLY VERIFY THE INFORMATION CONTAINED HEREIN BY CONTACTING

THE INDIVIDUALS, AGENCIES OR FIRMS IDENTIFIED FOR THE MOST UP-TO-DATE

INFORMATION. In ADDITION, AS INDIVIDUAL SENSITIVITIES MAY VARY WITH

RESPECT TO CONDITIONS AT OR NEARBY THE COMMUNITY, PROSPECTIVE

PURCHASERS ARE URGED TO INVESTIGATE THE AREA SURROUNDING THE

COMMUNITY TO APPRECIATE AND/OR ASSESS NEARBY CONDITIONS AND/OR

NUISANCES.
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To the best of its knowledge, KB HOME PHOENIX INC. (hereinafter referred to as
"KB HOME") states that the following information concerning the Community is
accurate as of the date of this statement, which is set forth above.

q

Location: Arizona Westview and Arizona Westland (collectively, the "Community")
is located in the City of Phoenix, Maricopa County, Arizona, with the entrance to the
Community on the ADOT Frontage Road and Dynamite Boulevard.

Future Development and Home Design Changes: Purchaser s hereby formed
that future development of the Community cannot be predicted with accuracy. KB
HOME expressly reserves the right to build more or fewer than the number of
homes currently planned or to change product lines, including, but not limited to,
enlarging or decreasing the size of homes, adding larger, smaller or differently
designed models, or changing (partially or in total) total designs and/or materials, at
any point during development of this or any KB HOME community. Due to the
inability to predict future market conditions with accuracy, KB HOME makes no
representation or warranty to Purchaser that the Community will be built as currently
planned, or pursuant to any particular buildout schedule. Topographical maps in
sales offices, lot plotting maps, maps offered by master developers and other forms
showing "complete" community projections do not in any way constitute KB HOME's
promise to complete the Community or, if completed, to complete the Community as
shown. Further, KB HOME makes no representation or warranty that it will
construct or be the builder of all homes in the Community. Indeed, KB HOME
reserves the right to sell, at any time, all or any portion of the lots within the
Community to any third party, including other developers or builders.

All prices, terms, upgrades, and other concessions offered to other buyers are
subject to change without notice at the discretion of KB HOME. KB HOME has the
full right, without any obligation whatsoever to the Purchaser, to establish prices for
its sales of any houses and properties constructed by or to be constructed by KB
HOME in the Community, without regard to the price paid by Purchaser for its
property and the home. Purchaser recognizes KB HOME's right to establish such
prices include KB HOME's right to offer price reductions, allowances, additional
features and any other similar incentives to future purchasers of properties in the
Community without any obligation to offer any comparable incentives to the
Purchaser.

*Adjacent Areas: Currently, the property to the north of the Community contains
CAP Canal followed by S-1 Ranch or farm residence. The property located to the
west is currently designated R1-6, R1-8, R1-10, and R1-18 (single family residential-
AZ Westwood) followed by S-1 Ranch or farm residence. The property located to
the south is currently designated S-1 Ranch or farm residence. The property to the
east is currently designated l-17/Black Canyon Freeway followed by S-1 Ranch or
farm residence and property approved for R1-6 and R1-8, single family residential.
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The property located within % mile to the southeast of the Community on the east
side of l-17/Black Canyon Freeway has been approved for CP/GCP (Commerce
Park, General Commerce Park Option), Hayden Rhodes Aqueduct/CAP Canal,
adjacent to the north and approx. % mile west, Middle Mountain, approx. % mile
north, Ben Avery Shooting Facility, approx. 3 8/4 miles north, Skunk Creek, approx. %
mile south and approx. % mile east, Deems Hills, approx. 1 miles southwest, Deems
Hills Recreation Area, approx. % mile southwest, Skunk Creek Landfill, approx. 1 %
miles south, Adobe Mountain Juvenile institute, approx. 2 % miles south, APS
Biscuit Flat substation on the northern boundary of the Community, CAP water
booster station, approximately % mile southwest of the Community, Adobe
Mountain, approx. 2 % miles south, Adobe Dam, approx. 3 miles south, Adobe Dam
Recreation Area, approx. 3 miles south, Adobe Dam Golf Club, approx. 3 % miles
southwest, Waterworld U.S.A., approx. 3 % miles southwest, Victory Lane Sports
Complex, approx. 3 % miles southwest, McGill Ultralight Field, approx. 5 miles
southwest, Agua Fria Freeway (Loop 101), approx. 4 3/4 miles south, Scatter Wash,
approx. 3 3/4 miles south, lnterstate 17 (Black Canyon Freeway), adjacent to the
east.

APS has selected a future substation site approximately % mile north of the
Community. For further information, contact Mike DeWitt, APS Project Manager, at
(602)493-4446.

APS has proposed future routes for a 230KV-transmission line that may follow the
west side of 1-17 for approximately 3 % miles between Dixileta Drive and Happy
Valley Road and/or along the Hayden Rhodes Aqueduct (CAP canal) adjacent to
and immediately east and north of the Community. For further information, contact
Michael DeWitt, Project Manager, Transmission and Facility Siting, Aps, at (602)
493-4446 or visit the project web site at http://siting.apsc.com.

The Arizona Department of Transportation is conducting a corridor improvement
study to widen interstate 17 from the State Route (SR) 101L interchange to the
Black Canyon City interchange. 1-17 is adjacent to and immediately east of the
Community. Due to the proximity of the Community to 1-17, this property may
experience noise, dust, and other nuisances associated with any proposed
construction and use of the improvements to the freeway anticipated by the study.
For further information, contact Tami (Tommy) Wollaston, 1-17 Widening Study
Project Monitor, ADOT Studies Section, at 602-712-8485 or visit the project web site
at: hUo:// .i17wideningstudy.com.

City of Phoenix is scheduled to begin construction of the North Gateway Waste
Water Treatment Plant the Summer of 2002, to be located approximately 8/. mile
north of the Community. For further information, contact Jim Shannon, City of
Phoenix Project Manager, at (602) 495-5407.

Although this Disclosure Statement describes current adjacent uses, KB
HOME strongly recommends that prospective purchasers drive and walk
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around or otherwise inspect the Community and the surrounding area to
familiarize themselves with local conditions such as traffic, noise, prospective
future development and other factors prior to consummating their purchase
transaction because different conditions may impact the purchasing decision
on an individual basis.

4

The surrounding property is subject to future development and the zoning of the
surrounding property is subject to change, and therefore future development cannot
be predicted with accuracy and is subject to change. For further information on
possible future developments adjacent or near to the Community within the City of
Phoenix, contact David Richert, Planning Director, located at 200 West Washington
Street, Phoenix, Arizona, 85003, or (602) 262-7131.

Skunk Creek Landfill: The Community is located approximately 1% miles north of
the Skunk Creek Landfill. The landfill is located at 3165 West Happy Valley Road,
Phoenix, Arizona 85027, % mile west of 1-17 and Happy Valley Road. The hours of
operation are from 5:30 a.m. to 5:00 p.m. Monday through Friday and 8:00 a.m.
through 4:00 p.m. on Saturdays, Sundays. Summer hours of operation are from
5:30 a.m. to 5:00 p.m. Monday through Friday and 6:00 a.m. through 3:00 p.m. on
Saturdays, Sundays. The landfill is an active landfill that accepts appliances,
cardboard, foam rubber, lead acid batteries, mattresses, scrap metal and clean,
green and wood material. The landfill does not accept hazardous waste, motor oil,
wet paint, or pesticides. More information regarding the landfill may be obtained by
calling the City of Phoenix Public Works Department at 101 South Central Avenue,
Phoenix, Arizona 85004, or at (602) 256-5600 or City of Phoenix solid Waste
Customer Service at (602) 262-7251 .

Noise: Noise may be an issue for some individuals, as a result of the Community's
close proximity to the 1-17 freeway. Adjacent to the east of the Community is the |-
17 Frontage Road, and the 1-17 freeway is located adjacent to the east of the
Frontage Road. The lots backed to the south side of Dynamite Boulevard are more
exposed to 1-17 than the lots backed to the north side of Dynamite Blvd. Since they
are closer to the gap in the wall created by Dynamite Blvd. A retention basin that
occupies the northwest corner of the Frontage Road and Dynamite Blvd. buffers the
lots (Lot 1-9) to the north of Dynamite Blvd. Tract C, Tract K and Tract L also
provide some buffer to lots adjacent to the Frontage Road.

Individuals may have varying sensitivity to noise. Prior to entering into the
purchase agreement for the home, Purchaser should visit the Community the
particular home site, and its environs at various times of the day to assess
hisser own sensitivity to noise levels there.

For further information regarding the noise analysis prepared for the Community,
Purchaser is encouraged to contact Robert Esposito at Higgins and Associates,
2740 W. Shannon Court, Chandler, AZ 85224 or (480) 963-7224.
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Construction and Sales Activity:KB HOME discloses that certain construction
and sales activities may be occurring after occupancy within and in the vicinity of the
Community. This may result in some inconvenience to Purchaser, due to increased
noise and dust from the construction activities and the operation of the model
homes and sales office. Construction hours often begin early (particularly in warmer
climates) and sales activity will likely involve significant traffic and visitors,
particularly on weekends before the Community is completely sold out.

» As a result of the ongoing construction and sales activities, KB HOME also discloses
that infrastructure, public and private utilities (water, electrical, cable television,
sewers, storm drain, etc.) within the Community and/or servicing of the home may
be temporarily interrupted and/or adversely affected during the build-out of the
Community. while KB HOME will use its reasonable efforts to minimize these
service interruptions as well as other construction nuisances, traffic, noise, air
quality and other environmental conditions within and around the Community,
individuals may be impacted and such impact may have an adverse affect on
Purchaser's enjoyment of their home from time to time.

Airport and TrafficNoise:The Deer Valley Airport is located approximately 5 miles
southeast of the Community at 702 West Deer Valley Road, Phoenix, Arizona
85027. Residents of the Community may see and hear aircraft arriving and
departing Deer Valley Airport, which may interfere with certain activities at the site
and may be disturbing to certain sensitive individuals.

Deer Valley Airport currently has the following normal hours of operation:
Monday - Sunday 6:00 a.m. to 9:00 p.m. (Tower hours)

Deer Valley Airport can operate 24 hours per day, seven (7) days per week. The
above hours of normal operations for the facility are imposed due to fiscal and
manpower constraints, as well as being designed to reduce the noise impact of the
operations on the surrounding community. Circumstances frequently arise which
require the airport to be open beyond those times.
Although the Community lies outside of the 65-decibel noise contour line (65 DNL)
for the Deer Valley Airport, flights may produce aircraft noise as a result of flight
operation and may be disturbing to certain individuals. Purchasers should be aware
that DNL levels compute noise levels on an average noise basis, so peaks may
exceed 65 decibels.

Purchasers are urged to visit the Community and their particular home site at
different hours of the day to experience the impact of current noise levels.

This information is accurate as of the date of this Disclosure Statement. Use of the
airportmaychange. KB HOME makes no warranty or representation as to the
future use of these facilities or future increase or decrease in overflights resulting
from a change of use of these facilities. Future uses of the airport is unknown at this
time, however, potential uses may include, but are not limited to, conversion into
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retail and/or industrial facilities, recreational parks, affordable housing, school, jail,
and/or residential development. For additional information, prospective purchasers
may contact Jack Schelter, interim Deer Valley Airport Manager, at 702 W. Deer
Valley Road, Glendale, Arizona, 85027, (623) 869-0975.

Agricultural Operations: The Community is located near an agricultural area.
Purchaser acknowledges that the types of agricultural operations are subject to
change. Many procedures normal and necessary to the operation of agricultural
uses such as field crops, vineyard, orchards, dairy and poultry farms and feed lots
result in noise, noxious odors (particularly, fertilizer odor), chemical spraying, dust,
irrigation or other potentially detrimental effects to residential use of adjacent
properties. Purchaser should carefully investigate in person the potential impact of
such noise, odor, dust, spraying, irrigation or other effects resulting from the nearby
agricultural uses, as these conditions may be disturbing to certain individuals.

Heavy Industry/Hazardous Materials: While KB HOME makes every effort to
notify Purchaser of the current development status of adjacent properties,
surrounding areas are under the control of Maricopa and the City of Phoenix and,
further, are regulated by the State of Arizona. KB HOME makes no representation
or warranty, whatsoever, regarding the safety of current business activities taking
place in close proximity to residential areas, or future development or operation of
manufacturing, industrial and/or transportation activities within the area. These uses
may involve hazardous materials not normally associated with suburban residential
housing development and which could, in some instances, be harmful to residents.
Buyers are hereby informed that the Community is located within a diverse area with
combined urban, suburban, agricultural and industrial land uses. You are urged to
carefully investigate the potential impact of these uses prior to purchasing a home in
the Community. For more information, please contact any of the references
provided under "Present Use of Adjacent Lands."

*Power Lines/Magnetic Fields Disclosure: Several electrical transmission lines
are located or proposed in the vicinity of the project site. In the future, high voltage
power lines may be constructed along Dynamite Boulevard, Pinnacle Vista Road,
33"'Avenue, 31 s1 Avenue, the CAP Canal northern property line, and/or 1-17
Frontage Road. There have been numerous studies as to the effect of residential
proximity to high power transmission lines that have concluded that electromagnetic
fields transmitted from electric power lines may or may not be cancer causing or
hazardous to one's health.

Please note that the size, nature, voltage and location of such power lines are not
within KB HOME's control and are subject to change.

Since the mid-1970's, numerous studies have been conducted to determine whether
or not there is a link between certain health risks and exposure to electric and/or
magnetic radiation. Electromagnetic fields, commonly referred to as EMF's, are
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produced from or associated with electrical facilities and/or appliances, including
without limitation, electrical power lines, electrical substations, microwave ovens,
cellular phones and other appliances. To date, there is no conclusive scientific
evidence regarding health risks associated with exposure to electric magnetic fields.
Indeed, there is a wide split within the scientific community regarding the existence
or non~existence of health risks associated with EMF's. Purchasers are hereby
advised, however, of a possibility that such risk exists.

As a result, KB HOME hereby discloses that transmission lines may create health
risks and may have financial or other adverse impacts on the homes or residents
within the Community. In addition, there is a risk that certain pacemaker heart
implant devices may not operate properly when in close proximity to certain electric
power lines. The susceptibility of different types of pacemaker devices to electro-
magnetic interference should be discussed with a physician.

By executing a copy of this Disclosure Statement, Purchaser expressly
acknowledges and agrees that KB HOME shall have no responsibility for any costs,
expenses, liabilities or obligations of any kind or nature whatsoever arising out of or
in any way related to the transmission lines. For further information please contact
Arizona Public Service (Aps), customer service division at (602) 371-7171 or Salt
River Project (SRP), customer service division at (602) 236-8888.

Correctional Facilities: The Adobe Mountain Juvenile Institute, a secure facility for
male youth offenders, and the Black Canyon Juvenile Institute, a secure facility for
female youth offenders, both operated by the State of Arizona, are located
approximately 2% miles south of the Community. The Adobe Mountain facility
currently houses approximately 400 boys in a total of 17 housing units. The Black
Canyon facility houses approximately 95 girls in a total of 5 housing units. The size
of the correctional facilities and the type of offenders housed at these facilities are
subject to change by state or local correction officials. For further information,
contact the Adobe Mountain Juvenile Institute at (623) 869-9050, the Black Canyon
Juvenile Institute at (623) 780-1303 or the Arizona Department of Juvenile
Corrections at (602) 542-3987.

Registered Sex Offender Database: NOTICE: Arizona Revised Statutes §13-
3821 through §13-3827 provide for the registry of sex offenders with the sheriff of
the county. The Department of Public Safety maintains a sex offender profile and
notification database. Public information is available on level two and level three
sex offenders (but not level one sex offenders) on the Department's web site.
Purchaser is hereby advised to check periodically with state and local governmental
agencies and the database to obtain any such registration information. KB HOME is
not providing any of this information and does not accept any responsibility for any
of this information.

School Information: The Community is serviced by the Deer Valley Unified District
located at 20402 North 15"' Avenue, Phoenix, Arizona 85027, or (623) 445-5000.
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Schools in the Deer Valley School District currently operate on a traditional basis. it
is our understanding that the Community is presently serviced by the following
schools:

Deer Valley Unified District:

Stetson Hills School
(Grades K-7 for 2001-2002, Grades K-8 for 2002-2003)
25475 North Stetson Hills Loop Road
Glendale, AZ 85310
(623)445-5300
Principal - Gregory Patrick

Deer Valley Middle School (Grades 7-8 for 2001-2002)
21100 n. 27th Ave.
Phoenix, AZ 85027
(623) 445-3300
Principal - Jack Dillard

Barry Goldwater High School (Grades 9-12)
2820 West Rose Garden Lane
Phoenix, Arizona 85027
(623) 445-3000
Principal - Carol Patterson

As information can change rapidly, we strongly recommend that Purchasers contact
the school district or districts directly for the most up-to-date information regarding
placement, scheduling, transportation, etc., at the public schools. Purchaser
acknowledges and understands that Seller has no control over which schools the
children living in the Community will be attending, the determination is made by the
School District(s) and may be changed at any time without prior notification. Any
questions relating to schools should be directed to the School District(s).

Public Transportation: As of the date of this disclosure public transportation
service is available near this area. There is a bus stop at 31" Avenue at Yorkshire
and another at 29th Avenue at Beardsley. This information is subject to change. For
exact scheduling costs and further information, please contact Phoenix Public
Transit Department at (602) 262-7242 or Valley Metro at (602) 253-5000.

Public Recreation: The local community park currently located near the Community
is Deer Valley Park, 2001 West Wahalla Drive, Phoenix, Arizona 85027. This park
has a community center, lit basketball courts, an exercise course, grills, picnic area,
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playground, pool, soccer field, lit softball, lit tennis, lit volleyball (sand and asphalt),
and restrooms. Deer Valley Pool is located at 19400 n. 19"' Avenue, Phoenix,
Arizona 85027, approximately 8 miles southeast of the Community. Deem Hills
Recreation Area is a future park site and will be located at 39th Avenue and Pinnacle
Vista Road, approximately 5 miles southwest of the Community. This recreation
center will have hiking trails. Although these facilities are operational or proposed
as.ofthe-date of this Disclosure Statement, they are subject to change and closure.
For further information on community services and recreation, please contact the
Northwest District Office of the City of Phoenix Parks and Recreation Department
located at 3901 W. Glendale Ave., or (602)262-6575.

Shopping Facilities: The following are several neighborhood shopping centers
currently located close to the Community. Union Hills Village, which includes a
Walgreen's, is located approximately seven miles south of the Community on the
northeast corner of 19th Ave. and Union Hills Drive. Union Plaza, which includes a
Fry's supermarket, is located approximately seven miles south on the southwest
corner of 19th Ave. and Union Hills Drive. Legends Center is located approximately
10 miles south on the northeast corner of 67th Ave. and Beardsley Road and it
includes a Safeway supermarket. MetroCenter Mall is located approximately 12
miles south on the southwest corner of Peoria Ave. and Black Canyon Freeway/ l-
17. Arrowhead Towne Center is a regional shopping center located approximately
13 miles from the Community on the northwest corner of Bell Road and 75th Ave.
Although the shopping facilities described are currently operational, they are subject
to closure or other change.

Fire and Police: Fire protection is provided by the City of Phoenix Fire Department.
For general information, please contact the City of Phoenix Fire Department at (602)
262-6297. The City of Phoenix Police Department provides police protection. For
general information, please contact the City of Phoenix Police Department at (602)
262-7626. For emergency fire or police services please call 911 .

Hospital: John C. Lincoln Hospital - Deer Valley is located at 19829 North 27th
Avenue, Phoenix, Arizona 85027, or (623) 879-6100, approximately 5 miles
southwest of the Community.

KB HOME cannot guarantee the establishment of, the future of or the continuing
operation of any of the facilities or services listed in the Schools, Shopping Facilities,
Public Recreation, Public Transportation, Hospital Facilities, Fire, Police, Utilities
sections, but provides this information as a courtesy to its customers. None of the
facilities listed are guaranteed by KB HOME to be completed or operated
continually.

Real Estate Taxes and Assessments: Purchaser acknowledges it shall take title to
the Property subject to any real property taxes or assessments arising by reason of
the inclusion of the Property in any special improvement district andlor local
improvement district. Purchaser has satisfied itself with regard to the services

u
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performed by, the rules and regulations of, and the taxes, assessments and other
fees charged by such districts, if any. Purchaser acknowledges that the Property is
and will be subject to all assessments, special assessments and other charges and
burdens having been or which may hereafter be imposed upon the Property by
reason of the Property's inclusion in such district or another district which is
established or may hereafter be established, and expressly agrees to timely pay all
such assessments, special assessments and other charges and burdens imposed
by such districts, and other taxing, assessing and levying authorities. For further
information, Purchaser should contact the applicable district(s) directly.~

ALL INFORMATION REGARDING ASSESSMENTS IS BASED UPON
INFORMATION PROVIDED BY THE APPROPRIATE GOVERNMENTAL AND
QUASI-GOVERNMENTAL AUTHORITIES AND MUST BE INDEPENDENTLY
VERIFIED BY PURCHASER. PURCHASER IS NOT ENTITLED TO RELY ON THE
FOLLOWING INFORMATION.

Real estate taxes for the homes in the Community are determined by multiplying the
applicable tax rate by every $100.00 of assessed valuation as determined by the
Maricopa County Tax Assessor. For the purchaser of a lot in this Community, the
"full cash value and limited value" of the lot will be the valuations, as reflected on the
tax roll, determined by the Maricopa County Tax Assessor. Full cash value is used
to determine the secondary tax amount and limited value is used to determine the
primary tax amount. Each value is multiplied by an assessment ratio of 10% to
determine the assessed value. The Maricopa County Treasurer calculates the tax
bill by dividing the assessed value by 100, then multiplying by the current applicable
tax rate. The tax rate has two parts, primary and secondary. For the year 2001, the
primary tax rate for this Community is 7.9448 and the secondary tax rate is 5.2744.
To obtain an estimate of the annual property taxes for a lot, the Maricopa County
Assessor's Office suggests that the sale price of the home be used and the primary
and secondary tax rates be combined. For example, based on the combined
primary and secondary property tax rate of 13.2192 and an average sale price of
$147,497 (Arizona Westwood) and $206,900 (Arizona Westland), the estimated
annual property taxes would be $1,949.79 and $2,735.05, respectively. (property
value of the home may be less than the purchase price). Estimated annual property
taxes = (10% x Average sale price / 100) x (Primary rate + Secondary rate).

THE TAX RATE IS SUBJECT TO CHANGE AND THEREFORE THE AMOUNT OF
TAXES SET FORTH ABOVE ARE APPROXIMATE ONLY AND SUBJECT TO
CHANGE.

For further information regarding the taxes, prospective buyers should contact the
Maricopa County Treasurer at (602) 506-8511 or the Maricopa County Assessor at
(602) 506-3406, 301 West Jefferson, Phoenix, Arizona, 85003.

Supplemental Tax Bills: Purchaser acknowledges and understands that the
Tax Assessor has the authority to re-assess newly constructed homes after
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the Purchaser acquires title to the home and that upon such re-assessment,
the Tax Assessor may then issue a supplemental tax bill toPurchaser for the
tax difference resulting from any re-assessment. Purchaser acknowledges
and understands that Seller has no control over the assessment, nor the
timingor the amount of any supplementalbill resulting from the re-
assessment and Seller accepts no responsibility foradjusted taxes.

Covenants, Conditions and Restrictions:Many new residential communities are
subject to recorded restrictions which are generally designed for the protection of
the neighborhood as a whole. The Covenants, Conditions and Restrictions
("CC&Rs") which apply to the Community were recorded October 22, 1999 as 99-
0978276, as amended by Amendment recorded January 18, 2000 as 00-0037142,
and Second Amendment recorded January 11, 2002 as 2002-0034367A, in the
Maricopa County Recorder's Office. It is KB HOME's practice to provide a copy of
the CC&Rs to Purchaser for review during escrow. The CC8~RS are also described
in Purchaser's title report. If a copy of the CC8tRs has not been provided to you, be
sure to request a copy from the sales representative or from escrow sufficiently prior
to the close of escrow to make an adequate review. Purchaser is strongly advised
to carefully review the recorded CC&Rs for important information affecting the use of
Purchaser's property.

During the period that KB HOME is the "Declarant" under the CC&RS, KB HOME
has the right but not the obligation to enforce the CC8 Rs.

Design Review Committee:Under the terms of the CC&Rs, the Homeowners
Association will establish a Design Review Committee to review plans and
specifications for construction of improvements within the Community, including both
new home construction and exterior changes or improvements. Section 5.7 of the
CC8=R's provides that the "design, size, color, location and elevation" of any
improvement or landscaping, "and all changes thereto, must be approved by the
Committee prior to installation". Any improvements constructed by Purchaser or on
Purchaser's behalf MUST BE PRE-APPROVED by the Design Review Committee
and once built, must be maintained by Purchaser. Purchasers are urged to review
the criteria set forth in the CC&Rs for Design Review Committee review and
approval.

Homeowners AssociationDues: When Purchaser purchases a home in the
Community, Purchaser automatically becomes a member of the Community's
Association ("Association") and as a homeowner/member Purchaser will be required
to pay monthly dues to the Association which will be used to operate the
Association. Purchaser acknowledges receipt of the articles of incorporation,
bylaws, and covenants, conditions and restrictions for the Association and expressly
agrees to be subject to and bound by the Association and to pay all fees, charges,
surcharges, levies, dues and assessments, in whatsoever nature or form, relating to
the Association. Purchaser may obtain information regarding the dues structure by

a
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reviewing the above-referenced documentation as well as by contacting the
Association.

Purchaser's monthly dues will vary from time to time as the maintenance and
operation costs of the Association change and as additional phases are annexed
into the Association, as applicable. The amount of $28 monthly dues is based on a
budget for the Association's operations prepared by City Property Management
effective January 1, 2002 (the "Budget"). It is hereby disclosed that such dues
amounts and Budget are subject to revision by the Association pursuant to its by-
laws. Since facts and circumstances related to the Budget or dues levels may
change, KB HOME makes no representation regarding the amount of future
assessments. Purchaser is urged to review the Budget in detail and the Final Public
Report for the lot to satisfy any questions on the estimate of the monthly
assessment.

Model Homes: KB HOME has constructed and decorated model homes to show
prospective homebuyers what types of features could be incorporated into the
Community's homes and to be helpful in providing homebuyers with possible
decorating ideas.

For many reasons, such as the unavailability of materials, design changes, field
conditions and other circumstances, changes may be made to the production
homes from the plans and specifications used to construct the models. Prospective
purchasers are urged to review the plans and specifications described elsewhere in
this Disclosure Statement for the most up to date listing of materials. The model
home items which have been substituted or are most likely to require substitution
are listed within this Disclosure Statement under the heading "Changes in Materials
and Specifications." After Purchaser has entered into a contract for the purchase of
a home in the Community, changes in materials or specifications may be made
without Purchaser's consent provided substantially similar materials are substituted.

Model home displays exhibit certain paint, furnishings, decorations and interior and
exterior design features, which are considered "decorator items" and are not
available for purchase. These items are listed under the heading "Model Home
Decorator Items" in this Disclosure Statement and are also identified in the model
homes themselves in placards listing such items near a model entry or by
identification tags.

KB HOME also offers certain upgrades or optional items for purchase for fixed
prices prior to the start of construction. These items are listed under the heading
"Optional items" and typically include available flooring upgrades, appliance
upgrades, room reconfigurations, and other upgraded features. Dnce the
construction of a home has started, these options or upgrades will no longer be
available for purchase. It should be noted that if Purchaser desires to obtain a
"decorator" item which does not appear on the list of "Optional Items" below, it
cannot be provided by KB HOME even upon the payment of additional charges.

a
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Model Home Decorator Items: A list of model home "Decorator Items" which are
not available for purchase will be available for review in each model. Purchasers
are urged to review on-site "Decorator" identification for the most up-to-date
description. The list of Decorator Items which are anticipated to be in the models
but unavailable in production for-sale units is as follows:

1.
2.
3.

4.
5.
6.

10.
11.
12.

13.
14.
15.
16.
17.
18.

19.

20.

21.

22.
23.
24.
25.
26.
27.

Backyard landscaping and backyard irrigation systems,
Front yard landscaping upgrades,
Decorative patios and concrete work including special stoops,
porches, model home walk treatments and courtyards,
Hard scape items such as: fountains, tile areas, decks,
Patio furniture, exterior ceramic pots,
Exterior spotlights, extra Sales Office lighting and decorative
landscape lighting,
Sales Office interior, garage extensions in Sales Office, front doors,
and extra windows,
Larger than normal furnace and air conditioning units used on
model homes with garage offices,
Interior paint which is other than off-white including baseboards,
window sills, stair rails and door casings,
Wall coverings, wall stenciling, murals and window coverings,
Mirrors on walls and ceilings other than bathroom vanity,
Special effects and built-ins, including chair rails and crown
moldings,
Furniture, accessories, lamps and track lights,
Interior and exterior plants,
Included light fixtures hung to swag,
Thermostat covers,
Automatic front door closures,
Solar window tinting on windows and sliding glass doors used to
protect furniture and carpets,
Locking devices used to permanently close the windows and patio
doors in the models,
Wood and ceramic tile flooring in those areas not offered as
"optional" including exterior tile work,
Carpet, vinyl, or ceramic tile that may no longer be available in the
KB HOME Studio;
Area rugs, carpet borders and inset carpets,
Burglar alarm systems,
Glass, linen or pantry doors with specif lock, switch, and light,
Return air vents painted black (inside grate),
Gas logs for fireplace, and
Texture preparing selective walls to receive wallpaper.

9.

7.

8.
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Changes in Materials and Specih'cations: With the exceptions of landscaping
decorator items and option items found in the models and described above, homes
in the Community will be similar to the model homes. However, for many reasons,
including the length of time which sometimes separates the construction of the
model homes and the construction of Purchaser's production home, certain items
displayed in the model homes may require substitution. These items may include,
but are not limited to: '

1.
2.
3.
4.
5.
6.
7.
8.

Light fixtures,
Kitchen, bath and linen cabinets,
Plumbing fixtures,
Bathroom vanities,
Windows and patio doors,
Roof material,
Door hardware brands, and
Heating and cooling equipment brands.

As of the date of this Disclosure Statement, no changes have been made from items
displayed in the model homes.

KB HOME hereby discloses to Purchasers that once the Purchaser enters into a
contract for the purchase of a home, changes in materials or specifications can be
automatically made without Purchaser's consent provided substantially similar or
better quality materials are substituted.

Optional Items: The model homes display certain Optional or Upgrade Items which
are available to our customers at an additional fixed charge before the home starts.
A sales representative can provide Purchaser with those charges. These Optional
or Upgrade items are identified in the model homes themselves via small placards
or stickers or are a list of such items is displayed near the model entrance:

Estates Series

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.
12.

Room conversions per plan
Upgraded wardrobe doors
Air conditioning upgrades
Appliance upgrades
Spacesaver microwaves
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
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13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Tinted windows
Two-tone paint

s

Emerald Series

1.
2.
3.
4.
5.
6.
7.
8.
9.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.

Room conversions per plan
Upgraded wardrobe doors
Upgraded exterior doors
Air conditioning upgrades
Appliance upgrades
Garage door openers
Tub enclosures in both baths
Selection of upgraded flooring
Security System prewired
Garage service doors
Garage door windows
Programmable thermostat
Upgraded doors
Upgraded cabinets
Upgraded countertops
Upgraded sinks
Upgraded faucets
Upgraded lights
Spas and Pools
Music systems, including speakers,
Patios and patio covers per plan
Stair railing per plan
Various electrical options
Various plumbing options
Bay windows
Acrylic block windows
Tinted windows
Stone and brick exteriors
Two-tone paint
Closet under stairs
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30.
31.

Wet bars
Media alcoves

The carpeting and pad displayed in the model homes are typically of a higher grade
than that included in the flooring which is included in the base price of the
Community homes. Most of the carpet, vinyl and ceramic floor treatments found in
the models are available through KB HOME Studio located at 1860 w. University
Drive, Tempe, AZ, 85281, (480) 858-8960. Some treatments, however, may not be
available at time of purchase.

Optional Items and prices are subject to change without notice. KB HOME only
agrees to provide those options and prices offered on the date a sales contract is
signed by both KB HOME and Purchaser. Purchaser should also note, however,
that once the construction process of a home has started, certain options may
increase in cost and specific options may not be available for purchase. A sales
representative can provide additional information regarding additional costs.
Purchaser must be aware that any selections that Purchaser makes are final.

Many of the available Upgrade and Optional Items shown at the models are also on
display at the KB HOME Studio located at 1860 w. University Drive, Tempe, As,
85281, (480) 858-8960. Purchasers are required to visit the studio to select
carpeting, finishes and other materials for their home. Studio representatives will
assist Purchasers with their selections and guide them through the pricing and fit
with the model selected.

The above-referenced items will be chosen by the Purchaser in the KB HOME
Studio after entering into a purchase agreement. Upon KB HOME's receipt of
written notification of loan approval from Purchaser's mortgage lender, these items
will be released for installation. If Purchaser should cancel the contract to purchase
the home after any such items have been ordered, the costs of these items will be
deducted from the deposit and retained by KB HOME. The balance of Purchaser's
deposit will be treated as governed by the terms of the sales agreement.
Purchaser's signature on this Disclosure Statement under "Purchaser's
Acknowledgment of Receipt of Disclosure" signifies that the Purchaser understands,
agrees, and consents to these terms.

Standard Features: The base price of a home from KB HOME includes the
features listed below, plus the standard lot only. Standard carpeting is also included
in the purchase price of the home and carpet must be ordered through and installed
by KB HOME prior to the close of escrow.

Emerald Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard
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Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)
WMemw

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Oak cabinetry and choice of stain
Double compartment porcelain on steel kitchen sink with single lever faucet
Islands per plan
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
Microwave
Pre-plumbed for ice maker
No wax vinyl floor coverings
Pre-wired for telephone

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Separate tub and shower in master bath
Double marble vanities in master bath
Elongated toilets
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
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Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:

4

Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Estates Series
Exterior:

Rear yard fencing with
one (1) access gate to front yard

Courtyard walls per plan
Variety of elevation styles
Enclosed garage
Adobe gray aluminum framed windows
Color-blended tile roof
Tile house numbers
Sectional garage doors

Entry:
Raised panel entry door (paint grade)

Living Areas:
Sliding glass doors to outside
Wall-to-wall carpeting (per plan)
Pre-wired for cable television

Kitchen:
Laminate counter tops
Dining nook (per plan)
Slide-in range/oven
Dishwasher
No wax vinyl floor coverings
Pre-wired for telephone

Page 18 of 39



4

Bathrooms:
Shower rod in both baths
Medicine cabinet with mirror
Fiberglass shower surrounds in both baths
Counter top length vanity mirrors

Bedrooms:
Master bedroom suite w/ adjoining private bath
Wall-to-wall carpeting

Energy-saving Features:
Dual-pane windows as designated (per plan)
Fully insulated exterior walls and ceilings
Insulated energy-saving hot water heater
Dishwasher with low flow cycles
Honeywell thermostat
Pressure equalizing safety shower valves

Features Also Included:
Direct garage access from living area
Screens on all opening windows and sliding glass doors
Tempered safety glass sliding doors
Decorator light fixtures, door hardware and faucets
Smoke detectors
Textured ceilings

Pricing: By executing the acknowledgment of this Disclosure Statement,
Purchasers acknowledge that KB HOME, as Seller, has the full right to establish
prices for the sale of properties in the Community (or any other community
developed by KB HOME), without regard to the price to be paid by the Purchaser or
any other purchasers for any specific lot within the community. Purchaser
acknowledges KB HOME's right to have offered or to offer lower prices, price
reductions, financing incentives, bought-down interest rates, KB HOME Studio
allowances, new floorplans, additional features, and other similar incentives
(collectively, "Incentives") to past or future purchasers of properties in the
Community (or any other community developed, constructed or sold by KB HOME)
without any obligation to offer any comparable Incentives to the Purchaser. The
Purchaser further acknowledges that it has satisfactorily negotiated its purchase
price for a particular property (and improvements) within the Community and that
Purchaser is fully satisfied with such price and the incentives received in connection
with the negotiation of such price. Other than Purchaser's contracted price, all other
prices, terms, upgrades, and other concessions, are subject to change without
notice at the discretion of KB HOME, including changes in the model homes offered
for sale, specification levels in future homes, etc. Purchaser also acknowledges that
KB HOME Studio coupons, or other incentives distributed by KB HOME at various
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times as part of mass marketing campaigns, must be presented at the time of
purchase or they are invalid and will not be honored.

Availability of Desired Model and/or Elevation: If constructor has not begun on
a Purchaser's contracted home at the time of entering into the purchase agreement,
Purchaser will, depending upon the available lot inventory in the Community,
generally be able to select the model (the "Desired Model") and the elevation
Purchaser desires (the "Desired Elevation") to be constructed on the lot it has
selected subject to the restrictions set forth below and subject to the contents of the
Community's "Fit List" identifvinq the types of models and elevations that KB HOME
believes to be suitable for each particular lot then for sale in the Community.

Further, it is important that Purchaser understand, however, that in certain situations
(a) KB HOME may not have received, as of the date of Purchaser's execution of the
contract, all necessary approvals from the applicable building department or other
municipal agency to build the Desired Model and/or the Desired Elevation on the
contracted lot and/or (b) it is possible that KB HOME will not be able to obtain a
permit, or it will otherwise be impractical, to construct the Purchaser's Desired Model
or Desired Elevation on the contracted lot despite the contents of the Fit List. In
either of such events, KB HOME shall promptly notify the Purchaser of such event
and, not later than ten (10) days after Purchaser's receipt of such notice, Purchaser
will be able to elect one of the following options, which will be the Purchaser's sole
options in such event:

(a) Select a different Model and/or Elevation for which it is possible and
practical to construct on Purchaser's lot and enter into a new contract or contract
addendum outlining the revised terms of agreement, or

(b) Elect to have the Desired Model and Desired Elevation constructed on
a different Lot within the community on which it is possible and practical to construct
Purchaser's Desired Model and Desired Elevation and enter into a new contract or
contract addendum outlining the revised terms of agreement.

In the event option (b) is selected, the purchase price may be adjusted to account
for differences between the prices of the models or to account for lot location. Such
price adjustment will be consistent with KB HOME's general pricing structure within
the Community in which the Purchaser's lot is located, but Purchaser shall not be
entitled to any other adjustment in price as a penalty against KB HOME or as
compensation to Purchaser.

If Purchaser fails to elect one of the above within such ten-day period, Purchaser
shall be deemed to have elected to terminate the Sales Agreement, in which event
(i) all funds previously deposited shaft be returned to Purchaser less any authorized
disbursements as provided in the Sales Agreement and (ii) neither party shall have
any further obligation under the Sales Agreement.

c a
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Construction Schedule and Completion Date: Unless a senor officer of KB
HOME has provided a clear written statement that a particular home is available for
immediate occupancy, all homes will require substantial construction before they are
ready for sale and/or occupancy. Projecting the timing of the completion of
construction is difficult and delays in completion are common. KB HOME will use its
best efforts to keep Purchaser informed of delays in the construction schedule to
assist in scheduling moving and move in dates, however, Purchaser understands
and acknowledges that: (a) KB HOME makes no representation as to the actual
~date of completion of the home, (b) any target completion dates and move in dates
provided by sales or construction staff represent estimates only, and (c) are subject
to adjustment and change (including any periodic updates). Prospective purchasers
are hereby notified that KB HOME will not be responsible for inconvenience, loss or
expense (including costs of scheduling movers, storage time, etc.) to the Purchaser
resulting from delays in completion of construction of Purchaser's home.

Home Plans and Specifications: Plans and specifications for each home being
offered for sale in the Community are available for inspection at the Sales Office
during normal business hours. Such specifications include descriptions of the
materials and components used in the construction of homes in the Community.

All home plans are owned by KB HOME Corporation and are the subject of
copyright law protection. KB HOME does not permit its architectural plans to be
copied or removed from the Sales Office under any circumstances.

Plans are subject to minor variations including room dimensions and window
locations. Items displayed as Standard Items in model homes which have been
substituted with substantially similar items are identified in the plans and
specifications available for review in the Sales Office. Renderings, topographical
maps and floor plans shown in the Sales Office, sales brochures and/or advertising
may not be drawn perfectly to scale. Home renderings are intended as an artist's
conception only and show non-standard landscaping.

Acuustments: A home is a very unique product engineered with several thousand
component parts, many of which are natural materials. All new homes are subject
to changes in the first several months as materials dry out and naturally settle. Such
settlement occurs in virtually all wood-frame construction. During this process,
natural phenomena such as small hairline cracks in wood, concrete brick and
stucco, lumber shrinkage, joint separations and slight re-alignments of moldings,
trims and door jams may appear in Purchasers home. In addition, various
appliances and operating components of Purchaser's home may also require fine
tuning or adjustments after initial move-in. To the extent these types of occurrences
are covered by the KB HOME Limited Warranty, they will be responded to by KB
HOME upon submission of a written claim in compliance with the procedures
outlined in the Warranty. Purchaser is strongly encouraged to review the KB HOME
Limited Warranty for precise details regarding coverage and methods of making
claims. The Limited Warranty is described elsewhere in this Disclosure Statement
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and will be provided to the Purchaser for review upon entering into the Purchase
Agreement for Purchaser's home.

Heavy Furnishings or Equipment in the Home: Prior to installation or
transportation of any heavy furnishings or equipment into the home, Purchaser
should consult with a structural engineer or other qualified professional to confirm
that the heavy furnishings or equipment will not exceed the structural design of the
home and that the flooring system, whether on second story floors or first story
floors, will not be overloaded, damaged or otherwise adversely affected by such
heavy furnishings or equipment. Heavy furnishings or equipment include, without
limitation, waterbeds, safes, weight benches, heavy exercise equipment, large fish
tanks and pool tables. KB Home will not be responsible for any damage, loss or
injury arising out of or in connection with Purchaser's heavy furnishings or
equipment.

Square Footage: Advertisements, marketing materials, model numbers or other
plan type identification, which contain or refer to square footage measurements of
homes are approximate. Different standards of measurements may yield different
results. For example, the square footage measurements used by property Tax
Assessors, multiple listing services, real estate appraisers and/or brokers in
particular communities each could differ from the standards of square footage
measurement used by KB HOME. Purchasers should rely upon their own
inspection of the model homes, floor plans and other material available in the sales
office to determine their satisfaction with the size of the home selected.

Garage Sizes: Typically, the two-car garage size in homes constructed by KB
HOME is 20 feet in width by 20 feet in depth. In some instances, where permitted
by applicable municipal zoning ordinances or building codes, two-car garages may
have dimensions of less than 20 feet in width or less than 20 feet in depth.

In the event that a two-car garage contains one or more dimensions that are less
than either 20 feet in depth or 20 feet in width, certain purchasers may find it difficult
to park two vehicles in the applicable garage. As a result, prospective purchasers
are urged to review the specific garage sizes with respect to the plan they have
selected carefully, including comparisons of that space with the measurements of
the width and depth of the automobiles (with doors or trunk open) they plan to park
in the garage.

With respect to three-car garages, the garage area for the third car is typically of
different dimensions than the two spaces available in the two-car component of the
garage. Purchasers are urged to review the plans and specifications and the exact
dimensions of the space allotted for the third car to determine if the dimensions of
the planned third car garage will "fit" the needs of the prospective purchaser.

KB HOME is not responsible for, or bound by, any statement or agreement by a
salesperson or agent relating to the size of garages representing that a prospective
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purchaser's automobile or automobiles will "fit" in any garage unless such statement
or agreement is in writing and is signed by the President or Sales Manager of KB
HOME.

Visiting the Home/Community Before Move-ln: Purchasers are certainly welcome
to visit the Community or their prospective home site after contracting for a home
and before moving in. Indeed, Purchasers are urged to familiarize themselves with
the Community and surrounding neighborhood before contracting to purchase their
home in order to assess potential impacts of noise, traffic, available commercial and
recreational amenities and the purchasers' personal sensitivities to such concerns.

During visits to the Community, Purchasers must be aware that Purchaser's lot is
located within a construction area of the Community and that such construction sites
are potentially dangerous. KB HOME will permit the Purchaser to enter their lot and
the construction area surrounding the lot provided that Purchaser is fully aware of
the risks of such entry.

First, KB HOME strongly recommends that the Purchaser be accompanied by their
Sales Representative, or another representative of KB HOME, on any and all visits
to the home. Second, KB HOME further requests that such visits be limited to non-
construction hours but during Sales Office hours (generally 4-6 p.m. on weekdays
and on weekends). Third, by signing this Disclosure Statement, Purchaser
acknowledges that KB HOME has warned Purchaser that such entry is
DANGEROUS and POTENTIALLY HAZARDOUS. There are numerous risks of .
injury to person and property associated with visiting a home or the construction site
during construction because of conditions including, without limitation, open
trenches, construction traffic, potential falling debris, exposed nails and electrical
wiring, incomplete construction and certain other potential hazards. Fourth, by
signing this Disclosure Statement, Purchaser agrees that during any site visit it shall
proceed at its own risk and it releases and waives any claims against KB HOME and
all of its affiliates, parent and subsidiary companies, officers, directors, employees,
attorneys, assigns and any and all other persons or entities that could be potentially
liable to Purchaser as a result of any injury which may occur during Purchaser's visit
to the lot or to any portion of the Community, Fifth, Purchaser agrees to use due
care, including without limitation, the wearing of hard hats and protective footwear.

Orientation Scheduling: It is KB HOME's policy that prior to the time Purchaser
has taken title to the home, KB HOME representatives from the Sales, Customer
Service, and Construction Departments will have carefully examined the home to
insure that it is ready for customer orientation, and subsequent key release and
occupancy. Closing and possession of the home shall occur three (3) days after the
orientation. The Customer Relations Department will contact Purchaser to schedule
the orientation within approximately 30-45 days before escrow on the home is
scheduled to close.
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Investment: Purchaser acknowledges that it has not relied upon nor has KB HOME
made any representation or warranty with respect to any prospective tax benefits of
home ownership or price appreciation of Purchaser's new home. Purchaser
acknowledges that any current federal income tax law benefits of home ownership
are subject to qualification and such laws are subject to repeal, revision or other
challenge. Further, KB HOME cannot control the "up" or "down" cycles of the
housing markets in which it builds and under no circumstances has it made any
representation, warranty or guaranty of price stability or appreciation.

Appliances and Equipment: New homes constructed by KB HOME contain
numerous appliances and types of mechanical equipment which, if used improperly,
could result in (a) damage to the particular appliance or mechanical equipment or
(b) damage or injuries to persons or property. Typically, at the customer orientation,
KB HOME personnel will demonstrate the basic operations and safety precautions
for such appliances and equipment and homeowners will also be provided with
applicable instruction manuals and warranties. Manuals also typically contain safety
precautions as well as operating instructions. Be sure to review each instruction
manual carefully, however, please note that the manuals cannot cover all possible
situations that may arise in the operation of appliances and mechanical equipment.
Common sense, caution and care must always be used. Purchasers are notified
that appliance manufacturers often include toll free telephone numbers for questions
regarding maintenance, or repairs of their appliances. When warranties of at least
one year are provided by manufacturers, such warranties supersede and are in lieu
of KB HOME's one-year appliance warranties (see KB HOME Limited Warranty for
details).

Exterior Colors: In many KB HOME communities, specific exterior colors will be
required by cities or master developers for the homes erected on particular lots. In
the instances in which color schemes have been pre-selected or the color of
Purchaser's home has been pre-determined, such colors may not be changed.
Indeed, Purchaser's ability to change the exterior paint color after assuming
ownership of the home closing may be limited by other restrictions such as CC8¢Rs
or design guidelines.

If exterior elevation color selection or other rights to choose the materials or
appearance of the home's elevation are permitted as part of a pre-sale process,
Purchasers will be informed of applicable color selections.

Colors identified for selection by Purchaser or required for particular lots may vary
slightly from the color or materials presented at selection even though KB HOME
and its subcontractors will strive to match the color of Purchaser's home on our color
chart. KB HOME reserves the right to revise all or part of the designated color
schemes at its discretion.
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KB HOME disclaims any representation regarding "washability" of any interior or
exterior made by its sales representatives or KB HOME Studio representatives
unless in writing signed by an officer of the company.

Tile; Grout Colors: Ceramic tile is subject to cracking, chipping and scratching if
heavy or sharp objects are dropped on it or if abrasions occurs. Tile grout has a
tendency to crack in corners, especially where it meets a trim surface such as
baseboards or sheet rock. This type of cracking can generally be remedied by
caulking of tile grout.

KB HOME is not responsible to precisely match any colored grout, sanded or non-
sanded, as portrayed in model homes or KB HOME Studio selection options with
respect to interior or exterior tile. All grout is pre-mixed by the manufacturer and
blended for color at their factories. Grout colors cannot be guaranteed against
impurities in the local waters that are mixed with grout or against drying or against
other causes of color variation. These, as well as other factors, can cause grout
colors to vary in shade when compared to the color palettes or boards used in the
selection process.

Wood Products and Finishes: The homes constructed in the Community may
include cabinets, handrails and other features with wood finishes which are stained
with a water based product. As the finish matures and depending on the use and the
exposure to ultraviolet light, some discoloration may occur.

Additionally, wood colors and textures vary and will receive finishes differently. This
can cause variations in final color of the product. As a result, Purchasers are
advised that in the months after move-in, they may detect a slight color difference in
the woodwork in the new home as compared to the materials which are shown in
the models, production homes and/or the KB HOME Studio, but such discoloration
does not identify any defect in the cabinetry products.

Varnished wood surfaces (including cabinetry when applicable and exterior doors)
also require ongoing maintenance and care and may, depending on degree of
exposure to the sun and other elements, need to be revarnished as frequently as
once a year to maintain optimal appearance. Refinishing of exterior doors is the
responsibility of homeowners.

Windows: Windows, excluding sliding doors, at the Community may be dual-
glazed. Many homeowners have their windows tinted with Mylar or similar film after
taking title to the home. Since this film is applied to the glass surface facing the
inside of the house, a particular problem may develop that will threaten the integrity
of dual-glazed windows and doors. Most failures of dual-glazed units are due to
moisture condensation that can be traced to the presence of tinted film on the inside
of the glass. The deflection caused by the tinted film creates heat build-up and
consequent expansion within the airspace of the dual unit, and destroys the butyl

s
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AREA INSULATION
TYPE

PRE-INSTALL
THICKNESS

APPROXIMATE
R-VALUE

Exterior Living Area Walls Fiberglass Betts 8
Stucco Foam Board

IK
3%
111

R-1 g

Exterior Ceilings Fiberglass Basts or
Blown Fiberglass/Cellulose l l

10"
8" to 12%

R-30
R-30

Walls Between Living Area
Common to Garage

Fiberglass Batty H
3% R-13

seal. Water vapor can thus be admitted causing condensation between the planes
of glass. In addition, cracking of window panes may occur.

Window manufacturers, installers and KB HOME will not be responsible for
replacement of dual glazed windows should window tinting be applied. Purchasers
are hereby informed that the use of such window tinting products voids any
warranty of dual-glazed windows. '

Excessive condensation -- most likely to occur in wintertime -- should be avoided to
lessen the chance of window sill or interior drywall damage. Please see the
Condensation and Mold section below for some practical tips on reducing
condensation.

Smoke Detectors: Public health and safety law adopted in the State of Arizona
requires that all new dwelling units contain an approved smoke detector which
sounds an alarm audible in all sleeping areas. These smoke detectors may be
battery-powered or hard-wired in the building's primary source of power and must
meet the safety standards prescribed by state law.

Smoke detectors will be appropriately installed in Purchaser's home in accordance
with this Code provision. Please be aware that it is the Purchaser's obligation (and
not the obligation of KB HOME) to regularly test and maintain the lawful, working
condition of these smoke detectors in the future and with respect to any future sale
of the home to any third party. On most of these smoke detectors (but not all),
testing can be done by firmly pressing the light lens located near the center of the
cover for a few seconds. If working, the alarm will sound on smoke detectors that
operate on the home's electric current. A battery backup is provided so that the
detector operates in power outages. On most of these smoke detectors, a chirping
noise is sounded if the battery is low. Some smoke detectors operate on battery
power only. These batteries must be tested periodically as the batteries will
eventually require replacement.

Insulation: The garage and porch areas of the homes in the Community are not
insulated to retain warmth compatible with their use as principal living areas. The
following insulation specifications apply to homes constructed by KB HOME in the
Community.
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Insulation type in the exterior ceiling areas varies due to accessibility. The thickness
of the insulation can vary slightly according to the manufacturer's specifications. R-
value claims are those of the manufacturer for the stated thickness of the insulation
material.

Water Conservation: State law requires that all new homes constructed in Arizona
use toilets which use no more than 1.6 gallons of water per flush and flow restricters
in shower heads.

4

The applicable toilets are designed for normal toilet tissue usage only. Even paper
towels, excessive tissue or other foreign matter may cause a stoppage. In the event
of stoppage caused by improper use, repair of such stoppage will not be covered by
the KB HOME Limited Warranty and in such event the plumbing contractor
dispatched by KB HOME will charge for the service call. If evidence indicates
improper usage of the toilet and damage to floors, etc. has occurred, the plumbing
contractor cannot be held responsible.

Purchasers may detect reduced water pressure from shower heads in situations in
which flow restricters have been installed if prior residences were not so equipped.

Condensation and Mold: Governmental agencies may impose energy efficiency
requirements in residential construction. While energy efficiency is obviously very
important, one of its consequences is that homes are more airtight today than they
were before energy efficiency requirements were enacted. Because of the resulting
restricted airflow within homes, today's homes are typically subject to increased
condensation levels. You may notice condensation around windows, windowsills,
window tracks, and sliding glass doors. When possible and feasible in conjunction
with outside weather conditions, KB HOME recommends opening windows slightly
(considering comfort and security) to increase airflow and to reduce condensation
levels. Bathroom and kitchen exhaust fans should be operated when moisture is
being generated (showering, boiling liquid, cooking with gas). Windows in
bathrooms and adjoining rooms should also be opened, at least partially
(considering comfort and security) during hot showers and baths to limit
condensation. If you notice excessive condensation in your home, we recommend
that it simply be wiped dry with a common absorbent towel as much as on a daily
basis. It is important to not leave excessive condensation in place because it can
lead to deterioration of wood and drywall surfaces and to mold growth. For this
reason, KB HOME also discourages anything other than occasional usage of
humidifiers in the home because regular use of humidifiers can lead to excessive
condensation and mold.

Molds are ubiquitous micro~organisms, which constitute approximately twenty-five
percent of the bio-mass on the planet. Mold exists outdoors and indoors and
performs ecologically vital functions in eliminating dead and decaying organic
material (for example, leaves and compost). To "live", mold requires moisture and
food. Some of the common household materials that allow mold growth include
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food, garbage, clothing, plants, compost, drywall, carpet, insulation, lumber, among
other items, provided they remain moist for several days or weeks.

Mold spores easily become suspended in the air and are regularly exchanged
between indoor and outdoor environments through the air, by clothing and shoes,
and many other items brought into the home. Some molds, in elevated airborne
concentrations, may cause allergic or hay fever symptoms in people who are
sensitive to mold. In some cases, people who are highly sensitive to mold may have
asthmatic or other reactions. Individuals with suppressed immune systems may be
at risk for mold infections. Such infections are rare, but may be a significant concern
for this highly sensitive group.

Good housekeeping practices (regular vacuuming and other cleaning) should help
keep mold levels normal. Bleach solutions and tile cleaners often have ingredients
that will eliminate and/or prevent mold growth. Check your local grocery store and
review product labels for products that are specifically designed to eliminate mold
and mold growth. On hard surfaces, homeowners should wash mold off and
completely dry the surfaces.

The best way to prevent uncontrolled indoor mold growth is to control moisture and
to promptly eliminate it. When excessive moisture or water accumulates indoors,
abnormal mold growth may occur, particularly if the moisture problem remains
undiscovered or uncorrected, and materials stay damp for days or weeks. In order to
minimize moisture, homeowners should: immediately fix leaky plumbing or other
sources of water or moisture, keep air conditioner, refrigerator and dehumidifier drip
pans clean and dry. use exhaust fans or open windows slightly (considering comfort
and security) in kitchens and bathrooms when showering, cooking or using the
dishwasher, vent clothes dryers to the outside, maintain low indoor humidity, and
wipe dry condensation or moisture build-up. During your warranty period, please
immediately contact KB Home if your home experiences any form of non-
homeowner maintenance water intrusion resulting from a problem with any
component KB Home installed into your home.

If your home experiences mold after your warranty period, homeowners should take
the appropriate steps to clean up the mold and eliminate the source of moisture.
Bleach and the other products referenced above may be helpful in controlling mold
conditions. Depending on the amount of mold, the materials to which it has
attached may need to be removed and replaced. Care should be taken during the
removal process to prevent releasing spores beyond the affected area. If mold
contamination is extensive or is of concern, homeowners should consult a KB
HOME customer service representative for possible coverage under the KB HOME
Limited Warranty and/or referral to a professional mold clean up or restoration
company. For more information regarding mold, visit the U.S. Environmental
Protection Agency mold web site at wvvw.epa.gov\iaq\pubs\moldresources.html, or
the U.S. Centers for Disease Control and Prevention at www.cdc.qov and search for
the keyword "mold".
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Electrical Outlets in Garage: Applicable building codes adopted in Arizona may
require that electrical outlets in garages be provided with ground fault interrupter
circuits. Where installed, these circuits are not intended for use with any appliances,
especially refrigerators, freezers and aquariums or on any service that an
interruption of electrical power would cause a problem. KB HOME STRONGLY
RECOMMENDS THAT PURCHASER NOT USE GARAGE CIRCUITS FOR APPLIANCES OR FOR ANY
SERVICE (sucH AS FREEZERS) THAT WOULD BE HARMED BY AN INTERRUPTION OF
ELECTRlCAL powER. KB HOME cannot be held responsible for the contents of
appliances that are damaged because of the ground fault interrupter switches
shutting off, nor can we be held responsible for damage to the appliance units
themselves. PLEASE CHECK WITH AN ELECTRICIAN FOR FURTHER INFORMATION.

Soils Report and Foundations: The suitability of the soil of the lots contained
within the Community was tested by Construction Inspection and Testing Company.
Purchasers are welcome to and encouraged to contact Scott R. Smith,- P.E. at
Construction Inspection and Testing Company for information regarding these tests.
The firm's telephone number is (602) 861-2002 and their address is 2002 West
North Lane Phoenix, As, 85021. Purchasers are encouraged to review a copy of
their soils report which is available for review in the Sales Office.

Some lots contain filled ground, which varies from lot to lot. These soils have been
properly compacted, under the supervision of a state-licensed engineer and a
representative of the building inspection department, for the use intended. For
further information concerning filled ground and soil conditions, including specific
soil information for your lot, contact Mario B. Saldamando, the City Engineer, at
(602) 534-3678. The address is 200 West Washington St. Phoenix, AZ 85003.
Purchaser may also contact the soils engineer, Scott R. Smith, P.E. at 2002 West
North Lane Phoenix, AZ, 85021, or at (602) 861-2002.

KB HOME, in consultation with Construction Inspection and Testing Company, has
elected to utilize a single foundation system that meets the requirements for the
types of soils conditions encountered. That system is known as a post-tensioned
slab and has been designed and will be constructed in accordance with applicable
building codes. After the concrete slab has cured, steel cables within the slab are
mechanically stretched or tensioned to reinforce the slab. BECAUSE THESE CABLES
ARE UNDER TENSION WITHIN THE SLAB, HOMEOWNERS SHOULD NOT A'ITEMPT TO CUT
THROUGH THE SLAB FOR ANY REASON. WORK INVOLVING THE FOUNDATION OR SLAB
SYSTEM SHOULD ONLY BE PERFORMED BY LICENSED CONTRACTORS WHO HAVE BEEN
INFORMED THAT THE SLAB IS POST-TENSIONED AND WHO HAVE IDENTIFIED THE LOCATION
OF THE CABLES RUNNING WITHIN THE SLABS. CONTACT SCOTT R. SMITH, P.E. AT
CONSTRUCTION INSPECTION AND TESTING COMPANY, 2002 WEST NORTH LANE PHoEnix,
Az, 85021, oR (602) 861-2002 FOR FURTHER INFORMATION.

Radon: The U.S. Environmental Protection Agency, the U.S. Department of Health
and Human Services, and the U.S. Public Health Service have expressed concern
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over the presence of radon gas in homes. Prolonged exposure to high levels of
indoor radon or its progeny may affect the health of residents. Although such
conditions may exist at the Community, KB HOME has made no investigation to
determine whether radon gas is or will be present in the home or affecting the
premises, and the Community makes no representation or warranty as to (a) the
presence or lack of radon orhazardous environmental conditions nor (b) the effect
of radon or any such condition on the Community.

KB HOME recommends that the Purchaser, at his/her sole expense, conduct its
own investigation and consult with such experts as the Purchaser deems
appropriate in order to determine the level of radon gas in the home. By signing
below Purchaser acknowledges that he/she has read the foregoing Disclosure
Statement, and hereby releases KB HOME from any and all liability with respect to
the above matters.

For further information on radon at the Community, please contact the
Environmental Protection Agency at (415) 744-1305 or the Maricopa County
Environmental Services Department at (602) 506-6623.

Easements: Purchaser acknowledges that the Property is subject to all easements
of public record, including, but not limited to, those shown on the recorded map of
the Property and those of an apparent nature, including, but not limited to,
easements for telephone, electricity, natural gas, cable television, water, sanitary
sewer, storm sewer, drainage and aircraft aviation. Purchaser acknowledges that
the cost of maintaining these easements may be the responsibility of Purchaser.
The Community contains easements, which have been granted to the City of
Phoenix and/or Maricopa County or other interested parties. Easements for open
space, landscaping, streetlights, drainage, utilities, odor, navigation, future streets,
etc., if any, may have some restricting effect on the use of the Property. Purchaser
should ask the title insurance company or the appropriate governmental entity for a
map showing easements that may affect the Property. The location of utility
structures, vaults, transformers, street lights, pull boxes, fire hydrants, etc., in the
Community is controlled by the utility agencies and may be subject to change
without prior notice to Purchaser. Easements for the placement and maintenance of
utilities, streets, drainage, open space and other purposes are shown on the title
report which will be provided to Purchaser during the escrow period and on the
Subdivision Map recorded in the Office of the Maricopa County Recorder as Book
516 of Maps, Page 15. Additional easements are created within the CC&Rs.
Although the following list identifies significant easements which effect the
Community, and the lots affected by such easements, the list of easements and/or
the decisions of the particular easement may not be exhaustive and Purchasers are
urged to carefully review the title report and/or copies of the easement
documentation for fuller understanding.

8' Public Utility Easement (P.U.E) on all lots
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1' Vehicular Non-Access Easement (V.N.A.E) on lots:
1_9,63_64,83_84,101-102,129-130,176,190,203,205,207-210,252-257
267,287-288,325-330,334-335,345-355,372-376,395,408-409,424,437-438

33'x33' Visibility Triangle on lots:
10,19-20,30-31,41-42,52-53,73-74,84,
92-93,110,111,142,143,159,160,175,183-184,191,196-197,202,206,211,
222-223,234-235,242,243,251 ,261 ,262,267,268,298-299,308-309
318-319,329,331,333,337,3400344,346,356,365,394,401,402,409,
415- 416,423,432,433,TraCt B, C, D, E, F, G, K, L

10' Public Sidewalk along Dynamite Boulevard

8' Electrical Easement in Tract B

8' Communications Easement Per Docket 7939, Page 431 in Tract B

15' Electrical Easement Document No. 98-0631329 in Tract C

Qwest 20' x 10' Easement in Tract A (south of lot 372) and in Tract D (west of
lot 252)

Purchaser is urged to request copies of all underlying documents described in the
preliminary title report for a better description of applicable easements, which may
affect the use of Purchaser's property. A copy of these documents may be obtained
from Bob Mendez, Title Officer, First American Title Company, 4801 E. Washington
Street, Phoenix, As, 85034. The telephone number is (602) 685-7779.

Drainage: Purchaser understands that he/she has been advised by KB HOME
that he/she should not change or interfere with the established drainage
pattern(s) on the lot without consulting a licensed landscape architect or civil
engineer. The drainage pattern(s) have been developed to facilitate proper
drainage from slopes and yard drainage to the street, ANY INTERFERENCE within
the drainage pattern(s), as initially constructed, can cause water to become
entrapped within the yard area and could cause structural failure.

Please note: The construction of retaining walls, pools, spas, patios, gazebos,
curbs, decks, walks or any other landscape amenities can block, alter or modify
drainage patterns, thereby requiring corrective measures to be taken to insure
proper water flow. Particularly in areas of more sensitive soils, disturbance of
constructed drainage courses could materially impact soil content and negatively
affect the structural integrity of Purchaser's home. Pooled water, incorrect drainage,
leaky irrigation systems, over-watering or other conditions can also lead to
groundwater infiltration and must be avoided. Purchaser are hereby strongly
advised to consult landscape architects and/or qualified civil engineers or
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contractors for advice prior to the installation of patios, hard scape, yard landscaping
or any other alteration to the drainage pattern.

The Limited Warranty provided to Purchaser and described in this Disclosure
Statement does not cover damage to Purchaser's home, soil, drainage or other
improvements resulting from changes made by Purchaser to the grading or drainage
systems of the property after the close of escrow. Purchaser's landscaping plans
are required to conform with the original drainage plan of the property. Purchasers
are hereby advised that changes to grading may also require obtaining a permit
from a city, county or other municipal agency.

Site Plan: A site plan showing all lots in the Community is available in the Sales
Office for Purchaser's review. it is an artist's conception and is not drawn to scale.
This map is meant to give Purchaser a general overview of the development.
Grading plans, available at the Sales Office, describe the actual grading and lot
information. The site plan may not reflect all easements with accuracy. Actual lot
lines are described on the grading plan and recorded tract map, which are available
at the Sales Office. The site plan does not constitute a guarantee that the
Community will be built out or developed as shown therein.

In addition, at most communities, homeowners will be given (or can be given upon
request) an individualized plot plan for their lot showing lot boundaries and
easements.

Landscaping: All lots in the Community come with standard pre-designed front yard
landscaping. The front yard area up to the front yard return fence is landscaped
with gravel, shrubs, and typically one (1) tree. Bubbler irrigation system is provided.
KB HOME will determine if underground drainage is necessary depending on
individual lot conditions. Landscaping is installed after the final grading is complete
and weather permits. Typical landscape plans are available for Purchaser's review
in the Community sales office. LANOSCAPING wILLHAVEBEEN INSTALLED AT THE
HOMEOWNER ORIENTATION. KB HOME DOES NOT ACCEPT RESPONSIBILITY FOR THE
CARE, MAINTENANCE, OR CONDITION OF THE LANDSCAPING AFTER THE CLOSE OF ESCROW
EXCEPT FOR PROBLEMS NOTED AT THE HOMEOWNER ORIENTATION. KB HOME wILL
WARRANTY THE LANDSCAPING, WHEN PROPERLY MAINTAINED (l.E. PROPER WATERING AND
cuTrlnG) BY THE PURCHASER, FOR 30 DAYS on sHRuBs, 90 DAYS on TREES AND 1 YEAR
ON IRRIGATION, AT WHICH POINT THE LANDSCAPING BECOMES PURCHASER'S SOLE
RESPONSIBILITY. ANY PROBLEMS ASSOCIATED WITH LANDSCAPING WHICH ARE NOT
COMMUNICATED IN WRITING TO KB HOME DURING THIS 30-90 DAY OR 1-YEAR WARRANTY
PERIODS ARE NOT COVERED BY THE WARRANTY. THE WARRANTY DOES NOT COVER ANY
DAMAGE TO THE CONDITION OF THE LOT OR HOME RESULTING FROM CHANGES MADE BY A
HOMEOWNER TO GRADING OR DRAINAGE SYSTEMS OF THE PROPERTY AFTER THE CLOSE OF
ESCROW.

If Purchaser elects to install rear yard landscaping or alter any existing landscaping,
Purchaser should be conscious of and sensitive to the changes made to the contour
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of the land as a result of individual front and rear yard landscaping plans to be sure
they conform with the original drainage plan of the project. Purchaser will be
responsible for changes in the contour of the land which result in drainage problems
or any hazards. (Please also see the section elsewhere in this Disclosure entitled
"Drainage" for certain issues Purchasers should consider regarding drainage on
their property.)

In some instances, Purchasers may be required by applicable covenants, conditions
and restrictions to install landscaping in front and/or rear yards within a fixed number
of days after closing. Be sure to review CC&Rs.

Questions regarding grading should be referred to the civil engineering firm, RBF
Consulting, 16605 N. 28th Avenue, Suite 100, Phoenix, Arizona, 85053, (602)467-
2200.

Trees and Other Vegetation: KB HOME does not guarantee the preservation of
any trees, shrubs, ground cover or other foliage located on Purchaser's lot, in the
community or anywhere within the vicinity of the community. KB HOME is not
responsible for any immediate or long-term damage to vegetation caused by
construction activity. Lot premiums are based on location and size and not pre-
existing vegetation. The construction of homes, lots, street and/or utilities may alter
the environment of any trees, shrubs or other landscaping.

If a model is purchased, then KB HOME does not guarantee the preservation of any
trees, shrubs, ground cover or other foliage located on the lot. All care and
maintenance of any such foliage is solely the responsibility of the homeowner. This
includes all obligations to water, trim or otherwise maintain foliage.

Views: Specific lot prices and/or lot premiums are assigned by KB HOME and are
based on lot location and size and not for any pre-existent view. A view may be
negatively impacted by a variety of occurrences including but not limited to the
construction of roof tops, buildings, decks, landscaping or other future development.
No statements or assurances are made by Seller with respect to the construction
and future improvements and landscaping that may have an impact upon the view
of the Property. Any view from the Property or surrounding areas, whether
developed or undeveloped, is not part of the value of the Property and is not
guaranteed. Since KB HOME cannot control future development adjacent to or
surrounding the Community, KB HOME cannot guarantee to preserve any potential
view now or in the future. KB HOME is not responsible for or bound by any
representation regarding views made by a sales representative or agent under any
circumstances.

It is Purchaser's responsibility to evaluate the location of the home site and lot within
the subdivision and determine the acceptability of the assigned lot premium. KB
HCME makes no representation as to the preservation of existing or future views
from the project.

J 1

i
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Tract Boundary Fence or Wall: In some instances, walls or fences will be
constructed or may be already in existence along all or a portion of the perimeter of
a tract in compliance with local regulations and requirements. Many times, these
tract boundary fences or walls are set back onto homeowners lots (inside lot lines)
at certain distances or intervals to create a more aesthetic community. As a result,
lots which are bordered by this type of fence or wall may be subject to an easement
and extend to the other side of the boundary structure. Purchasers of homes along
the perimeter of the tract, should refer to the subdivision map or plot plan to
determine the precise location of any tract boundary fence or wall, and the actual lot
lines of Purchaser's lot. An individualized plot plan will be provided to Purchaser
upon purchasing a home in the Community and is also available in the Sales Office
for inspection.

Retaining Walls: Some lots in the Community may require retaining walls, generally
built of wood, block, or concrete as recommended by a civil engineer and approved
by the City of Phoenix. The specifications for building these walls and their
placement is determined by a civil engineer, the City of Phoenix, and existing lot
conditions. Retaining walls may be located on or adjacent to the property line. If
the retaining wall is along a street or public right-of-way, the retaining wall is inside
the property line and consequently the homeowner's responsibility to maintain. If
the retaining wall is located between adjacent property owners, the responsibility to
repair and maintain the retaining wall is the joint responsibility of the adjacent
homeowners. As site conditions vary, walls shown on current grading plans may be
added or deleted. Presence or absence of a retaining wall does not affect the
purchase price of the home.

Purchasers of lots with retaining walls should note that vehicles should be kept at
least six feet (6') from the retaining wolf. Dirt behind the wall may settle or erode
and create indentures in the ground at the top of the wall and should be maintained
by the homeowner as eroded areas are not warranted.

Fencing: The lots in the Community have standard rear yard fencing. If
Purchaser's lot is adjacent to a lot which has existing rear or side yard fence, KB
HOME will not install a new fence on Purchaser's lot. If the standard fencing is
adjacent to street or public right-of-way, the homeowner shall be responsible to
maintain the fence. If the fence is located on or adjacent to the property line
between lots belonging to adjacent private property owners, then the property
owners shall be jointly responsible to repair and maintain the fence. Such fences
cannot be removed or modified without agreement between such owners. Fences
may not be located on the lot lines and Purchaser should refer to the plot map
provided to Purchaser at point of sale or available in the Sales Office for actual lot
lines.

Utilities: New gas, electric, sewer, water, garbage, telephone and cable hook-up
fees are paid by Purchaser. For information please contact:
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Arizona Public Service (APS) (provides electricity)
P.O. Box 53933, Maii Station 4618
Phoenix, AZ 85072
(602) 371-7171
Lot purchaser's cost to receive service is a deposit of $200.00, if required and
service charge of $25.00 plus tax.

Southwest Gas Corporation (provides gas)
10851 North Black Canyon Highway, P.O. Box 52075
Phoenix, AZ 85072-2075
(602) 861-1999
Lot purchaser's cost to receive service is approximately a minimum $65.00
refundable deposit, if required and service charge of $30.00 plus tax.

City of Phoenix (provides water, sewer, and refuse service)
305 West Washington Street, Phoenix, Arizona, 85003
(602) 262-6251
Lot purchaser's cost to receive water, sewer, and refuse services is a $27.26
activation fee. Cost to purchaser for water, sewer, and refuse service is
approximately $35.46 plus water consumption cost per month.

Cox Communications (provides cable television)
17602 North Black Canyon Highway, Phoenix, Arizona, 85053
(602)277-1000
Lot purchaser's cost for service is a $37.44 new connection fee.

Qwest Communications (provides telephone)
P.O. Box 29060, Phoenix, Arizona, 85038
(800) 244-1111
Lot purchaser's cost for service is a $35.00 minimum installation fee and
refundable deposit may be required.

The information above regarding utilities is current as of the date of this Disclosure
Statement, but is subject to change. KB HOME neither guarantees the
establishment or the continued provision of such utilities, nor the quality of service
delivered or providers of such utilities. Arrangements for service installation and
repairs are the sole responsibility of Purchaser.

Mineral/Water Rights: Purchaser may not own the mineral, oil and gas rights under
Purchaser's land. If this is the case, the owner of these subsurface mineral rights,
and the overlying and other water rights, will not have a right to surface entry from
Purchaser's property. The reservation of these rights is shown on the legal
description of the Community contained in the overall preliminary title report
available for review in the Sales Office.
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Your title report and underlying title exceptions will provide a fuller description of the
limitations, if any, on your mineral, oil and/or water rights.

Street and Parking Areas: All streets within the subdivision are public and will
become the property of the City of Phoenix, which will be responsible for their repair
and maintenance. Questions regarding public streets and/or parking should be
directed to Thomas Callow, the City of Phoenix Street Transportation Department
Director, located at 200 West Washington Street, Phoenix, Arizona 85003, or at
(602) 262-6136.

Cluster Mailboxes: The U.S. Postmaster may require the use of cluster mailboxes
for efficiency of mail service. If installed, the Postmaster determines the location
and grouping of these mailboxes and the commencement of mail delivery service. If
Purchaser has any questions, please call the United States Postal Service at (800)
275-8777.

Lender-of-Choice: One of the services provided for KB HOME customers is
assistance in arranging a loan to purchase through KB Home Mortgage Company,
subject to necessary qualifications by Purchaser. There is no obligation on
Purchaser's part whatsoever to use the lending services of KB Home Mortgage
Company. Purchaser may select any lending institution of his/her choice for the
purpose of securing mortgage financing and are not limited to KB Home Mortgage
Company.

Although Purchaser is not required to use the services of KB Home Mortgage
Company, prior to entering into a contract to purchase a home from KB HOME,
Purchaser may be required to provide the basic information as required on the form
of the KB Home Mortgage Company loan application and permit a credit report to be
obtained by KB HOME in order to pre-qualify Purchaser as a legitimate prospective
purchaser. The credit report fee is not refundable after entering into a purchase
contract with KB HOME.

Insurance Requirements including Flood Insurance: For loans made KB Home
Mortgage Company (and indeed nearly all residential property lenders), it is required
that hazard insurance and other property coverage benefiting the Purchaser and/or
the lender be in effect at the time of closing. If Purchaser has not made
independent arrangements in a reasonable time before title is to be transferred,
Purchaser has authorized KB Home Mortgage Company to place the required
insurance on the property through an authorized agent of Kaufman and Broad
Insurance Agency, Inc. Further information can be obtained by contacting Frank
Ehman, Sales Agent, or Marka Mandernacht, Senior Sales Agent, Kaufman and
Broad Insurance Agency, Inc., 21650 Oxnard Street, 3rd Floor, Woodland Hills,
California, 91867, or 800-446-3371.

In addition, if the home is located in an area designated by the Federal Emergency
Management Agency ("FEMA") as a "Special Flood Hazard Area", then a flood
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insurance policy will also be required to be in effect at the close of escrow. If a lot is
so designated, Purchaser will be informed of its Special Flood Hazard Area status
by KB HOME. Title reports should be reviewed carefully for these references as
well.

Limited Warranty: As a new homebuyers, Purchaser will be protected by the KB
HOME Limited Warranty Agreement (the "Warranty").

Purchaser may obtain a copy of the Warranty from the sales representative at any
time. Purchaser will also be asked to review, sign and accept the Warranty at the
time he/she enters into an agreement to purchase.

Please read the Warranty carefully. It is the only warranty given by KB HOME in
connection with Purchaser's new home. The Warranty describes KB HOME's repair
and warranty obligations and the procedures for making warranty claims and settling
disputes.

Although Purchaser should refer to the Warranty for specific details of coverage,
some of the basic terms are as follows:

• The structural integrity of the new home is warranted for ten years.

• The "Major Components" of the home are covered for two years and
appliances are covered for one year.

Certain types of damage are not covered by the Warranty and these
exclusions should be reviewed carefully in Section D of the Warranty.

• Procedures for making claims are covered in detail in Sections C and E
of the Warranty. Homeowners may fax written claims to (602) 220-4895
or call the Customer Service Department at (602) 306-1000.

• The resolving of Warranty disputes is covered in Section E of the
Warranty. Please review the Negotiation and Arbitration sections
carefully.

Lot Transfer Fee: Purchaser is advised that a $250.00 transfer fee will be charged
in the event that Purchaser transfers from one subdivision to another subdivision or
from one lot to another lot within the same subdivision.

Notification of Deposit Forfeiture: When Purchaser enters into a purchase
agreement to purchase a home from KB HOME, Purchaser must deposit a specific
amount of earnest money. That deposit holds the home for purchase until all of the
necessary paperwork can be processed and the transaction is recorded.
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There are circumstances where cancellation of the purchase agreement results in
the forfeiture of the earnest money deposit. Purchaser should review the purchase
agreement and discuss this issue with the salesperson at the time of purchase. The
terms of the Purchase Agreement will control Deposit Forfeiture and/or
Liquidated Damages issues. The purpose of this Notification of Deposit
Forfeiture is limited to give Purchaser notice of the narrower issue of the impact of
a cancellation.

Statements and Agreements by Salesperson: KB HOME is not responsible for, or
bound by. any statement or agreement by a salesperson or agent unless such
statement or agreement is in writing and is signed by the President or Sales
Manager of KB HOME. If any salesperson has made a representation to Purchaser,
Purchaser must put it in writing in the space provided below. Inserting the word
"none" in the space below or leaving the space below blank means that Purchaser
has not relied upon any verbal representation from KB HOME.

Salesperson's representations to Purchaser: (If none, so state and initial)

Purchaser's Initials:
Purchaser's Initials:
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J Purchaser's Acknowledgment of Receipt of Disclosure Statement: I
acknowledge that I have received and read this Disclosure Statement. I also realize
that it contains important information affecting my rights and obligations and I have
familiarized myself with its contents.

Dated this day of I 200

Purchaser:

Purchaser:

Plan:

Tract:/Plat: Lot Number:

Community:

Property Address:
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BEFORE THE ARIZONA POWER PLANT AND
TRANSMISSION LINE SITING COMMITTEE

Docket No. L-00000D-02-0120
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SUPPLEMENTAL EXHIBITS

11
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14

15

16

17

18

19

20

21

IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE COMPANY IN
CONFORMANCE WITH THE REQUIREMENTS
OF ARIZONA REVISED STATUTES SECTION
40-360, ET SEQ., FOR A CERTIFICATE OF
ENVIRONMENTAL COMPATIBILITY
AUTHORIZING THE NORTH VALLEY 230KV
FACILITY PROJECT, CASE NO. 120
INCLUDING THE CONSTRUCTION OF
APPROXIMATELY 31 MILES OF 230KV
TRANSMISSION LINES, TWO 230KV
SUBSTATIONS, AND THREE SUBSTATION
INTERCONNECTIONS IN MARICOPA
COUNTY, ARIZONA, ORIGINATING AT THE
WESTWING SUBSTATION IN SECTION 12,
TOWNSHIP 4 NORTH, RANGE 1 WEST,
G&SRB&M AND INTERCONNECTING AT
THE RACEWAY SUBSTATION IN SECTIONS
4 AND 5, TOWNSHIP 5 NORTH, RANGE 1
EAST, G&SRB&M, CONTINUING TO THE
PROPOSED AVERY SUBSTATION IN
SECTION 15, TOWNSHIP 5 NORTH, RANGE 2
EAST, G&SRB&M AND THE PROPOSED
MISTY WILLOW SUBSTATION IN SECTION
8, TOWNSHIP 4 NORTH, RANGE 3 EAST,
G&SRB &M, AND TERMINATING AT THE
PINNACLE PEAK SUBSTATION IN SECTION
10, TOWNSHIP 4 NORTH, RANGE 4 EAST,
G&SRB&M.

22

23 Applicant Arizona Public Service Company ("APS") hereby submits the attached

24 supplemental exhibits in connection with the January 29, 2003, hearing in the above-

25
captioned proceeding:

26

EXHI
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Tab 1 Arizona State Land Department Letter,

Tab 2 Proposed 35"' Avenue Access (Source: City of Phoenix),

Tab 3 Archaeological Monitoring Plan;

Tab 4 Raptor Protection Plan;

Tab 5 Simulations; and

Tab 6 Work Papers
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Attorneys for Arizona Public Service Company
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January 8, 2003

James Duran
Arizona Public Service
Mail Station 3016
p. o. Box 53933
Phoenix, AZ 85021

Re: NE Area Transmission Corridor

Dear Jim,

We appreciate your efforts to keep us informed on the status of the 230 KV condor that follows
the Dove Mountain Rd. alignment generally west of 1-17. This final alignment represents a
sustained effort that began in the late 90's. We understand that the Corporation Commission may
be seeking to move the accepted alignment either north or south of the Dove Mountain Rd.
alignment in order to create a scenic corridor by enhancing the view sheds along the aligmnent.
While this new alignment may have benefits to the driving public it will not result in enhancing
the value of the contiguous State Trust Land. As you know, the Land Department has a fiduciary
responsibility to maximize the value of Trust Lands and protect the long term interest of these
lands.

Moving the transmission corridor becomes problematic for several reasons. First there is no
appraisal information which would suggest that an alignment bisecting properties north and or
south of the Road alignment would increase the value of the land being split. Secondly, such a
shift would result in bisecting other Trust lands compromising the development utility of the site
by creating linear trust land strips along the arterial condor. While the City zoning ordinance
may permit the transfer of residential out of the this corridor it is unlikely that the Trust would be
able to accept the transfer onto the remaining receiving property. Depending upon the number of
units under consideration for transfer it is probable that the product type would be altered by the
resulting higher net densities resulting from the density transfer altering future residential
markets. Maintaining the alignment along a major arterial will penni the planning and
development of larger blocks of Trust lands. Finally, by policy the Department sites major
transmission con'idors along section lines and major arterial roadways. Because ownership
normally follows section lines, this policy allows the burden to be shared by other property
owners 1

"Serving Arizona's Schools and Public Institutions Since 1915"
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Thank you for your consideration of this matter. As you know the easements for this facility
must be obtained through the Department and pifor to issuing the required easements, the
Department will require the easements to be sited within an alignment that addresses our
fiduciary interest to the Land Trust.

S sincerely

Linda R. Beats, a u ge r
Right of Way Section
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APS NORTH VALLEY 230kV TRANSMISSION LINE
ARCHAEOLOGICAL MONITORING

INTRODUCTION

Cultural resources are historic or prehistoric sites, buildings, structures, districts, and objects that
reflect our shared cultural heritage. It is important to protect these non-renewable resources
because they provide us with scientific information concerning the past and they represent
educational opportunities for future generations to learn about the past. `

Title 41 Chapter 843 of the Arizona Revised Statues states that no person, institution or
corporation shall deface or otherwise alter any site or object without a permit from the director of
the Arizona State Museum. Violation of this law will result in a class 2 misdemeanor and
violator shall forfeit to the Arizona State Museum all articles and material discovered, collected,
excavated or offered for sale or exchange, together with all photographs and records relating to
such objects. Title 41 Chapters 844 and 865 of the Arizona Revised Statues also protect human
remains and associated funerary objects discovered on both state and private land. A person who
intentionally possesses, sells or transfers any human remains or funerary objects that are
excavated or removed in violation of this law is guilty of a class 5 felony.

In 2002, archaeologists surveyed the North Valley 230kV transmission line right-of-way. During
their study, archaeologists identified six areas of archaeological sensitivity. These areas represent
impor tant  cu ltu ra l resources.  In o rder  to  p ro tec t  these  areas dur ing construc t ion,  an
archaeological monitoring program has been developed and will be implemented for this project.

The areas of environmental sensitivity will be visibly marked in the field with orange lathing,
string, flagging tape, and "Do Not Disturb" signs. All construction-related activities within these
areas will be prohibited. Work in areas immediately adjacent to these archaeologically sensitive
areas ( i.e .  within 500 meters) ,  will be monitored by an archaeologist .  The monitor ing
archaeologist will be on site at least one day each week, depending on the location of the
construction work.

Should artifacts be encountered during construction, workers should follow these steps :

Leave any artifacts that are observed in place. Do not move or disturb.
If possible flag or similarly mark the location of the find.
Report the find to the archaeological monitor (see contact information below).
If more than 5 artifacts are found in one location, work should cease in that area until the
archaeological monitor can alive to evaluate the materials.
Any bone that is discovered should be left in place, work should cease in the area, and an
archaeologist should be contacted immediately. Buried human remains are protected by
law whether on private or state land.

All construction personnel should obtain a hard-hat sticker from the archaeological monitor after
they have received training on the proper treatment of cultural resources for this project. If the
archaeological monitor observes any worker without a training sticker they will be asked to stop

S:\pfujec\s\AFSWnrlll VnIley\cullurd mwurces\moniluring l1Auulmll.doc 1



work while a supervisor is contacted. If it is found that the construction personnel has not
received the training, the archaeological monitor will need to provide the training before they are
allowed to continue work.

Contact Information:

Kris Dobschuetz
Cultural Resource Manager
Environmental Planning Group
4350 E. Camelback Road, Suite G200
Phoenix, Arizona 85018
Office: (602) 956-4370
Mobile: (602) 463-5843
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Existing Condition - Central Arizona Project Canal at Dynamite Boulevard

Simulation of 230kV Double-Circuit Steel Pole with 69kV underbuild capability inside Central Arizo
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Viewpoint from Dynamite Mountain
Ranch looking southeast towards the
Central Arizona Project Canal

SIMULATION DATA

Date: 12-31-2002
Time: 3:48 pm
Weather: Clear
Simulated Focal Length: 38 mm
Simulated Field of View : 50 degrees
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Vewpoint from the northeast property
boundary of USAA looking northeast
towards the Union Hills

SIMULATION DATA

Date: 2-17-2003
Time: 3:00 pm
Weather: High Clouds
Simulated Focal Length: 30 mm
Simulated Field of View : 61 degrees
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CEC Route
Route
MilesRoute ID

Existing Land Use (Miles of Impact) Future Land Use (Miles of Impact)

Low Moderate High No Impact Low Moderate High

Alt~3*
An 3

Proposed*
Proposed

M
Alt-2'
Alt-2

34.9
34.9
31.2
31.2

RTE-A5
RTE-A6
RTE-B5
RTE-B6

31.1
31.1
32.8
32.8

RTE-B7
RTE-Ba
RTE-C2
RTE-C3
RTE-D3
RTE-D4

30.2
30.2

1.6
2.0

32.6
32.2
30.5
30.1

0.7
0.7
0.7
0.7

0.
1.5
1.5

30.4
30.0
30.9
30.9

0.7
0.7
0.4
0.4

29.7
29.7

0.1
0.1

0.4
0.4

3.0
3.2
1.3
1.5

29.5
29.0
27.6
27.1

2.4
2.7
2.3
2.6

1 .3

5

.2

2.5

2.8
2.9
5.5
5.4

27.0
26.7
25.1
24.9
26.9
27.1

0.9
0.7

2.4
2.4

Summary of In
Existing and Future Land Use, Existing and

I

I

Note: Colors correspond to Exhibit A-5
* Located within SRP right-of-way



Moderate LowHigh Moderate No ImpactHigh Low Moderate High

pacts by Route
Future Visual Resources, and Scenic Quality

Future Visual (Miles of Impact) Scenic Quality (Miles of Impact)Existing Visual (Miles of Impact)

Low

12.3
12.3
15.5
15.5

22.6
22.6
15.7
15.7

26.0
25.9
25.7
25.6

8.9
9.0
5.5
5.6

2.8
2.6
2.7
2.5

19.7
19.8
22.8
22.9

12.4
12.5
5.7
5.8

15.5
15.5

14.7
14.7

22.4
22.3

7.8
7.9

1.5
1.3

20.8
20.9

7.9
8.0



CEC Route
Identifier

Assessment
Route

Identifier
Total
Miles

Land
Use Visual

Initial
Environmental

Ranking Residential Issues

Alterative Route #3
(inside SRP Row) RTE-A5 34.9

KB Home development visually impact

Alterative Route #3
(outside SRP ROW) RTE-A6 34.9

Residential take(s) outside of SRP ROW
Happy Valley corridor
KB Home development visually impact

Proposed Route
(inside SRP ROW)

RTE-B5 31.2
KB Homedevelopment visually impact

ProposedRoute
(outside SRP ROW)

RTE-B6 31.2
Residential take(s) outside of SRPROW
Happy Valley corridor
KB Home development visually impact

Alterative Route #1
(inside SRP ROW) RTE-B7 31.1

Existing and approved Dynamite Mount
Ranch development visually impacted

Alterative Route #I
(outside SRPRow) RTE-B8 31.1

Residential take(s) outside ofSRP ROW
Happy Valley con'idor
Existing and approved Dynamite Mount:
Ranch development visually impacted

Alterative Route #4
(outside SRP ROW and

north of the CAP)
RTE-C2 32.8

A

Pyramid Heights development visually i
KB Home development visually impact
Existing and approved Dynamite Mount'
Ranch development visually impacted
Rural residential development along C
1-17 visually impacted
Residential take(s) along CAP canal east

Alterative Route #4
(inside SRP ROW and

north of the CAP)
RTE-C3 32.8

A

Pyramid Heights development visually i
KB Home development visually impact
Existing and approved Dynamite Mounts
Ranch development visually impacted
Rural residential development along C
1-17 visually impacted
Residential take(s) along CAP canal east

AlterativeRoute #2
(inside SRP ROW and

north of the CAP)
RTE-D3 30.2 4

Existing and approved Dynamite Mount:
Ranch development visually impacted
Rural residential development along C
1-17 visually impacted
Residential take(s) along CAP canal east

Alterative Route #2
(outside SRP ROW and

north of the CAP)
RTE-D4 30.2 |. »

Existing and approved Dynamite Mount:
Ranch development visually impacted
Rural residential development along C
1-17 visually impacted
Residential take(s) along CAP canal east

Environmental CQI

Levels of Environmental Compatibility

Highest Lowest



Recreation Issues
Transportation

Issues Total Environment
1 1.6 miles of Ben Avery Regional Park crossed in two locations

0.6 mile of Proposed Sonoran Preserve crossed outside of city
designated utility corridor
0.3 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

4 scenic corridors
paralleled or
crossed

Does not consolidale8.l miles of
recently constructed 69kV line on the
Joy Ranch Road alignment
Requires additional 8.2 miles of
proposed 69kV line on the Dove
Valley Road alignment

along

1

1.6 miles of Ben Avery Regional Park crossed in two locations
0.6 mile of Proposed Sonoran Preserve crossed outside of city
designated utility corridor
0.3 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

4 scenic corridors
paralleled or
crossed

Does not consolidate 8.1 miles of
recently constructed 69kV line on the
Joy Ranch Road alignment
Requires additional 8.2 miles of
proposed 69kV line on the Dove
Valley Road alignment

I 0.7 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Consolidates 8.7 miles of proposed
69kV lines on Dove Valley Road and
1-17

along

I

0.7 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors

paralleled or

crossed

Consolidates 8.7 miles of proposed
69kV lines on Dove Valley Road and
I- 17

' n 0.7 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Consolidates 8.2 miles of proposed
69kV lines on Dove Valley Road

along

'n

0.7 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Consolidates 8.2 miles of proposed
69kV lines on Dove Valley Road

packed
I

ǹ

east of

ofl-17

1.4 miles of Deems Hills Recreation Area crossed
4.1 miles of Proposed Sonorant Preserve crossed outside of city
designated utility corridor
0.3 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Does not consolidate 4.0 miles of
recently constructed 69kV line south
of the CAP
Requires additional 7.0 miles of
proposed 69kV line on the Dove
Valley Road alignment

packed
I

n

east of

ofl-17

1.4 miles of Deems Hills Recreation Area crossed
4.1 miles of Proposed Sonoran Preserve crossed outside of city
designated utility corridor
0.3 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Does not consolidate 4.0 miles of
recently constructed 69kV line south
of the CAP
Requires additional 7.0 miles of
proposed 69kV line on the Dove
Valley Road alignment

in

east of

ofl-17

1.0 mile of Proposed Sonoran Preserve crossed outside of city
designated utility condor
0.3 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Consolidates 8.2 miles of proposed
69kV lines on Dove Valley Road
Requires additional 2.8 miles of
proposed 69kV line on I~l7 and the
Happy Valley corridor

in

east of

ofl-17

1.0 mile of Proposed Sonoran Preserve crossed outside of city
designated utility corridor
0.3 mile of Proposed Sonoran Preserve crossed within city designated
utility corridor

3 scenic corridors
paralleled or
crossed

Requires additional 2.8 miles of
proposed 69kV line on 1-17 and the
Happy Valley corridor

npatibility Ranking



CEC Route Identifier

Assessment
Route

Identifier Total Miles
Enviro

Ra

Alternative Route #3 (inside SRP ROW) RTE-A5 34.9

Alterative Route #3 (outside SRP R o w ) RTE-A6 34.9

Proposed Route (inside SRP ROW) RTE-B5 31.2

Proposed Route (outside SRP ROW) RTE-B6 31.2

Alterative Route #1 (inside SRP ROW) RTE-B7 31.1

Alterative Route #1 (outside SRP ROW) RTE-B8 31.1

Alterative Route #4 (outside SRP ROW and north of the CAP) RTE-C2 32.8

Alterative Route #4 (inside SRP ROW and north of the CAP) RTE-C3 32.8

Alterative Route #2 (inside SRP ROW and north of the CAP) RTE-D3 30.2

Alterative Route #2 (outside SRP ROW and north of the CAP) RTE-D4 30.2

APS North Valley 2
RQute E\

Levels of Compatibility

Highest Lowest



mental
king

Jurisdictional
Preference

Projeet
Construction

Public
Preference Project Ranking

NO YES

NO YES

YES YES

YES YES

YES YES

YES YES

NOl NO

NO NO

NO4 NO

NO NO

l

30kV Siting Project
valuation
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SALT RIVER PROJECT KELLYJ. BARR, ESO.
P O. Box 52025
Phoenix, AZ 85072-2025
I602] 236-5262
Fax {602/236-3458
igbarr@srpner.com

Manager Regulatory Affairs & Contracts

January 28, 2003

Ms. Laurie Woodaii, Chairman
Arizona Power Plant and

Transmission Line Siting Committee
c/o The Arizona Attorney General's Office
1275 West Washington
Phoenix, AZ 85007-2997

APS North Valley 230 kV Transmission Line Project

Dear Chairman Woodall:

Re:

I wanted to update you on the status of the discussions between Salt River Project
(SRP) and Arizona Public Service Company (APS) regarding the right-of-way currently
held by SRP along the "Happy Valley Corridor" between 1-17 and the Pinnacle Peak
Substation. l am pleased to inform you and the Committee that we have recently
reached an agreement for the joint use of SRP's right of way. Under the terms of this
arrangement, SRP is willing to share this right-of-way with APS during the construction
and operation of the proposed North Valley 230 kV Transmission Line Project to the
extent that the approved route utilizes the "Happy Valley Corridor."

I hope that this update is helpful. Please do not hesitate to cal!  if you have any
questions or concerns regarding this arrangement.

Sincerely,

Kelly J. Barr, Esq. 4

/Zeb

EXHIBIT

MY
add



P.O. BOX 53933 ¢-pHoEnlx, ARIZONA 85072-3933
Station 4030

Monday, March 17, 2003

Ms. Laurie Woodall
Chairman, Arizona Power Plant and
Transmission Line Siting Committee
Office of the Attorney General
1275 West Washington
Phoenix, AZ 85007

Subject: North Valley 280kV Facility Siting Project
Docket NO. L-00000D-02-0120

Dear Chairman Woodhull:

During the last hearing on January 2941, 2003 Ms. BeverlyJackson, who is an intervenor in this
proceeding, asked me some questions regarding the proposed project and wanted to make sure
the answers were included in the record. The following are the two questions that Ms. Jackson
asked me dong with the Company's responses:

1. If the proposed route is chosen, how much closer to the residential homes would
the line be?

It is anticipated that the new poles would be placed 'm the same easement that the
existing wood poles are in now and would therefore be no closer to the existing homes
than the current poles. The new lines will ultimately be double circuit, however, and
therefore the aerial overhang of the wires could be closer than wires are today. However,
it is anticipated that the aerial wire overhang will be fully within the existing landscape
easement and will not encroach on any homes. Also, APS will be worldng vlnlth the relevant
authorities to attempt to locate the lines tardier from existing homes if possible.

2. What happens to the existing line on the east side of 1-17 from Carefree Highway to
the point where it crosses 1-17 to the west side (approximately VS mile south of
Lone Mountain Dr.)?

If the proposed route is chosen, the existing 69kV line from the Dove Valley Road
alignment to Carefree Highway will remain. The portion of the line from the Dove Valley
Road alignment south will be relocated on the new structures and the poles along the east
side of 1-17 will be removed.

EXHIBIT

l

L



u m

Based on my discussion with Ms. Jackson, these are the only outstanding questions that I am
aware of. If there are any other questions or concerns from Ms. Jackson, I would certainly be
happy to answer them and APS appreciates her involvement and effort in this case. Additionally,
as Ms. Jackson may not be able to attend the upcoming hearings, we will purchase from the
court reporter and forward her a courtesy copy of the transcript from both days of hearing so
that she can review the proceeding.

Sincerely,

Mike DeWitt
Project Manager,
Transmission and Facility Projects
Arizona Public Service Company

cc: Ms. Beverly Jackson
A11 Parties of Record
ACC Docket Control

1324571.1



1500-foot corridor on each side of
the section line that designates the
future Dove Valley Road alignment

|500-foot corridor extending to the east
from the western most edge of the
existing transmission line right-of-way

1000-foot corridor on each side of
the proposed centerline that designates

the future 39th Avenue alignment

1000-foot corridor on each side of the
proposed route along Skunk Creek and the
29th Avenue alignment
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North Valley Project
Route and Corridor

Description

NORTH VALLEY
..-1

230kV FAUUIY SITING PROJECT

- ' Proposed Route Corridor

Proposed Substation Siting Arca
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1

BEFORE THE ARIZONA POWER PLANT AND
TRANSMISSION LINE SITING COMMITTEE

APPLICANT'S REVISED PROPOSED FORM OF ORDER

Docket No. L-00000D-02-0120

IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE COMPANY IN
CONFORMANCE WITH THE REQUIREMENTS
OF ARIZONA REVISED STATUTES SECTION
40-360, ET SEQ., FOR A CERTIFICATE OF
ENVIRONMENTAL COMPATIBILITY
AUTHORIZING THE NORTH VALLEY 230KV
FACILITY PROJECT, CASE NO. 120
INCLUDING THE CONSTRUCTION OF
APPROXIMATELY 31 MILES OF 230KV
TRANSMISSION LINES, TWO 230KV
SUBSTATIONS, AND THREE SUBSTATION
INTERCONNECTIONS IN MARICOPA
COUNTY, ARIZONA, ORIGINATING AT THE
WESTWING SUB STATION IN SECTION 12,
TOWNSHIP 4 NORTH, RANGE 1 WEST,
G&SRB &M AND INTERCONNECTING AT
THE RACEWAY SUBSTATION IN SECTIONS
4 AND 5, TOWNSHIP 5 NORTH, RANGE 1
EAST, G&SRB &M, CONTINUING TO THE
PROPOSED AVERY SUBSTATION IN
SECTION 15, TOWNSHIP 5 NORTH, RANGE 2
EAST, G&SRB &M AND THE PROPOSED
MISTY WILLOW SUBSTATION IN SECTION
8, TOWNSHIP 4 NORTH, RANGE 3 EAST,
G&SRB &M, AND TERMINATING AT THE
PINNACLE PEAK SUBSTATION IN SECTION
10, TOWNSHIP 4 NORTH, RANGE 4 EAST,
G&SRB&M.

CASE NO. 120

CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY
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Pursuant to notice given as provided by law, the Arizona Power Plant and

Transmission Line Siting Committee (the "Committee") held public hearings on

November 25-26, 2002, January 27, 2003, January 29, 2003, March 24, 2003 and March

EXHIBIT



26, 2003, all in conformance with the requirements of Arizona Revised Statutes § 40-360,

Er seq., for the purpose of receiving evidence and deliberating on the Application of

Arizona Public Service Company ("Applicant") for a Certificate of Environmental

Compatibility in the above-captioned case. A route tour was conducted on January 27,

2003.

The following members and designees of members of the Committee were present

for the deliberations and vote on the Application at the January 29, 2003 hearing:

Laurie Woodall Chairman, Designee for Arizona Attorney General,
Terry Goddard

Ray Williamson Arizona Corporation Commission

Richard Tobin Arizona Department of Environmental Quality

Mark McWhirter Department of Commerce

Margaret Trujillo Appointed Member

A. Wayne Smith Appointed Member

Michael Whalen Appointed Member

Michael Palmer Appointed Member
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Sandie Smith Appointed Member

The Applicants were represented by Jeffrey B. Guldner and Lisa M. Coulter of

Snell & Wilmer L.L.P. and C. David Martinez of Pinnacle West Capital Corporation,

attorneys for the Applicant. The following parties were granted intervention pursuant to

A.R.S. § 40-360.05: Arizona Corporation Commission Staff, represented by Janice M.

Alward and Jason D. Gellrnan, Arizona Utilities Investors Association, represented by

Walter Meek, United Services Automobile Association, represented by C. Webb Crockett
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of Fennemore Craig, P.C., Roles Inc., represented by Roger K. Fenland and Laura

Raffaelli of Quarles & Brady Streich Lang L.L.P., and Beverly Jackson, pro se.

At the conclusion of the hearings, the Committee, having received the Application,

the appearances of the parties, the evidence, testimony and exhibits presented at the

hearings, and being advised of the legal requirements of Arizona Revised Statutes §§ 40-

360 to 40-360. 13, upon motion duly made and seconded, voted to grant the Applicants the

following Certificate of Environmental Compatibility (Case No. l20):

The North Valley project route will originate at the Westwing Substation in

Section 12, Township 4 North, Range l West, and parallel an existing 500/230kV

transmission line corridor northeast (approximately 3.1 miles) to the section line

that designates the Dove Valley Road alignment. At that point, a radial line will

extend northeast for approximately 1.7 miles interconnecting with the 230/69kV

Raceway Substation in Sections 4 and 5, Township 5 North, Range l East. From

the Westwing Substation north to Raceway Substation this portion of the route will

include a 1,500-foot corridor extending to the east from the westernmost edge of

the exiting transmission line right-of-way. From the point where the radial line is

extended, the route continues east along die section line associated with the Dove

Valley Road alignment for approximately 8.3 miles to the proposed Avery

Substation, located approximately Vs mile west of 1-17 in Section 15, Township 5

North, Range 2 East. There will be a 1,000-foot corridor on each side of the section

line that designates the Dove Valley Road alignment in this area. From that point

the line will continue south along the 39'*' Avenue alignment for 1.0 mile to the

section line that designates the Lone Mountain Road alignment and cross Sections

22 and 23, Township 5 North, Range 2 East, on the diagonal to meet 1-17, where

the 69 kV crosses 1-17. In this area, there will be a 1,000-foot corridor on each side

of the proposed centerline of the route. The route then continues south paralleling
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the west side of 1-17 to a point approximately 1.0 mile north of Happy Valley Road

and immediately south of Skunk Creek. There will be a 1,000-foot corridor west of

the controlled access for 1-17. At this point the route parallels the south side of

Skunk Creek for approximately 0.1 mile to the 29'h Avenue alignment where it

turns south and parallels the 29111 Avenue alignment to a point approximately 0.25

miles south of Happy Valley Road. Along Skunk Creek and the 291l1 Avenue

alignment  there will be a 1,000-foot  corridor on either  side of the proposed

centerline. At this point the route will turn east and cross 1-17 approximately 0.25

miles south of Happy Valley Road and parallel the existing 230 kV transmission

line corridor for approximately 2.5 miles, interconnecting with the proposed Misty

Willow Substation located south of the existing transmission corridor and west of

the CAP in Section 8, Township 4 North, Range 3 East. At this point, the route

t hen co nt inues east  and  para lle l t o  t he  230kV t ransmissio n line  co r r ido r ,

terminat ing at  the Pinnacle Peak Substat ion in Sect ion 10, Township 4 North,

Range 4 East. In the area from 1-17 east to the Pinnacle Peak Substation, there will

be a 1,000-foot corridor north of the centerline of the existing Salt River Project

("SRP") transmission line. With the exception of turning structures, the Project

at  a  maximum,  be const ruct ed on double-circuit  monopo les with t he

capability for double-circuit 69 kV underbuilt from the Westwing Substation to the

west side of 23Ild Avenue, and shall be constructed on double-circuit lattice towers

for the remainder of the Project.

This Certificate is granted upon the following conditions :

shall,

The Applicant shall obtain all required approvals and permits
necessary to construct the Project.
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The Applicant shall comply with all existing applicable air
and water pollution control standards and regulations, and

2.

1.

a



with all existing applicable ordinances, master plans and
regulations of the State of Arizona, the County of Maricopa,
the United States, and any other governmental entities
having jurisdiction.

3. [Still under discussion] (a) This authorization to construct
the Project shall expire 10 years from the date the Certificate
is approved by the Arizona Corporation Commission unless
construction is completed to the point that the first circuit of
the Project is capable of operating by that time; provided,
however, that the authorization to construct the second
circuit of the Project shall expire 15 years from date of this
Certificate, and further provided, however, that prior to
either such expiration the Applicant or its assignees may
request that the Commission extend this time limitation.

(b) Prior to constructing any segment of the Project (except
for the segment on the Roles Property), Applicant shall file
with the Commission technical studies showing the
feasibility of interconnecting the Table Mesa 500 kV
substation with the Project. These technical studies should
determine (i) the impact of the proposed new Phoenix area
transmission import delivery point on Phoenix area
Reliability Must Run ("RMR") generation requirements, and
(ii) the impact on staging and necessity of 230 kV elements
authorized for construction in this CEC. As part of those
studies, Applicant shall investigate the impacts of
interconnecting the Westwing to Navajo 500 kV
transmission line(s) into the Table Mesa substation prior to
constructing the Palo Verde to Table Mesa 500 kV line.
Such studies are to be performed in a collaborative
transmission planning study form such as the ten-year
Phoenix area RMR study required by January 31, 2004 or
the Central Arizona Transmission Study forum.
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(c) Prior to constructing any segment of the Project (except
for the segment on the Roles Property), Applicant shall
submit a report to the ACC Utilities Division Staff showing
how the design appropriately balances pole height, location
and span with system reliability. The report shall also
demonstrate that any system consolidation shall not



detrimentally impact system reliability at the time of
construction.

The Applicant shall make every reasonable effort to identify
and correct, on a case-specific basis, all complaints of
interference with radio or television signals from operation
of the transmission line and related facilities addressed in
this Certificate. In addition to any transmission repairs,
relevant corrective actions may include adjusting or
modifying receivers, adjusting, repairing, replacing or
adding antennas, antenna signal amplifiers, filters, or lead-in
cables, or other corrective actions .

The Applicant shall maintain written records for a period of
five years of all complaints of radio or television interference
attributable to operation, together with the corrective action
taken in response to each complaint. All complaints shall be
recorded to include notations on the corrective action taken.
Complaints not leading to a specific action or for which there
was no resolution shall be noted and explained. The record
shall be signed by the Applicant and also the complainant, if
possible, to indicate concurrence with the corrective action
or agreement with the justification for a lack of action.

5. The North Valley Project shall comply with applicable noise
standards of the federal Department of Housing and Urban
Development and the Environmental Protection Agency.
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The Applicant shall continue to consult with the State
Historic Preservation Office ("SHPO") to reach a
determination of any cultural or archeological impacts as a
result of construction activities. If the result is a
determination of negative impact, the Applicant shall
continue to consult with the SHPO to resolve the negative
impacts. The Applicant will provide a treatment plan, to
minimize impacts, for SHPO review and approval and shall
continue to consult with SHPO to resolve any such impacts.
The Applicant shall avoid and/or minimize impacts to
properties considered eligible for inclusion in the State and
National Register of Historic Places to the extent possible.

6.

4.

6



If the Applicant determines that historic-period structures
Beardsley Canal and Black Canyon Road and archaeological
sites AZ T:7:l92 (ASM), AZ T:3:l (MNA) and AZ T:3:2
(MNA) cannot be avoided, then the Applicant shall plan and
implement a mitigation program in consultation with SHPO.

4

If human remains and/or funerary objects are encountered
during the course of any ground disturbing activities relating
to the development of the subject property, Applicant shall
cease work on the affected area of the Project and notify the
Director of the Arizona State Museum in accordance with
A.R.S. § 41-865.

9. Applicant shall retain an archeologist on site during
construction activities in applicable areas, as determined by
SHPO, to advise them in connection with any additional
archeological studies that may be required and any
mitigation efforts for archeological sites that may be affected
by the construction of the Project.

10. After construction, the Applicant, in conjunction with any
applicable land managing agency, shall allow Arizona Site
Stewards, a volunteer-staffed SHPO program, to periodically
inspect the sites within the corridor for vandalism or other
damage.

11. The Applicant shall follow the Arizona State Land
Departlnent's instructions, if any, regarding the treatment of
State Register of Historic Places-eligible properties situated
on Arizona State Land Department land in consultation with
SHPO.

12; In consultation with SHPO and the land-managing agency,
the Applicant will consider and assess potential direct and
indirect impacts to eligible properties related to new access
roads or any existing access roads that require blading.
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13. The Applicant shall design the transmission lines so as to
minimize impacts to raptors.

8.

7.
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14. Where practicable, the Applicant shall use existing roads for
construction and access. The Applicant shall minimize
vegetation disturbance, particularly in drainage channels and
along stream banks, and shall re-vegetate or restore areas of
construction disturbance.

15. The Applicant shall use non-specular conductor and dulled
surfaces for transmission line structures.

16. Within 45 days of securing easement or right of way for the
Project, the Applicant shall erect and maintain signs
providing public notice that the property is the site of a
future transmission line. Such Signage shall be no smaller
than a normal roadway sign. The Applicant shall place signs
in prominent locations at reasonable intervals such that the
public is notified along the full length of the transmission
line until the transmission structures are constructed. There
must also be signs at the location of the proposed
substations. Copies of this Certificate shall be provided by
the Applicant to city and county planning agencies. The
signs shall advise:

•

•

that the site has been approved for the construction of
Project facilities including a 230 kV transmission line,
as applicable to the individual site;
the expected date of completion of the Project
facilities; and
a phone number for public information regarding the
Project.
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17. In the event that the Project requires an extension of the term
of this Certificate prior to completion of construction,
Applicants shall use reasonable means to directly notify all
landowners and residents within a one-half mile radius of the
Project facilities for which the extension is sought. Such
landowners and residents shall be notified of the time and
place of the proceeding in which the Commission shall
consider such request for extension.
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18. Before construction on this Project may commence, the
Applicant must file at construction mitigation and restoration
plan with ACC Docket Control with copies to affected areas
of jurisdiction. The Applicant shall, within one year of
completion of construction of the Project, rehabilitate to its
original state any area disturbed by construction of the
Project, except for any road that may be necessary to access
the transmission lines or substation sites for maintenance and
repair.

The goals of the Plan will be to:

Avoid impacts where practical ,
Where impacts are unavoidable, minimize impacts, and
Focus on site preparation to facilitate natural processes
of revegetation

Other key elements of the Plan, when not inconsistent with
the respective land management agencies' or local owners'
requirements, are to:

tO provide

Emphasize final site preparation to encourage natural
revegetation
Avoid (i.e., preserve), where practical, mature native

trees,
Stipulate a maximum construction corridor width,
Reserve topsoil and native plan materials from right-of-
way before grading, and respread over the right-of-way
after construction is complete,
Imprint the restored right-of-way
indentations to catch seed and water,
Implement best management practices to protect the
soil,
Apply restoration methods that have been shown to
work in the desert environment, and
Prevent the spread of noxious other
undesirable species.

weeds or
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A separate construction mitigation and restoration plan shall
be submitted for the conductoring of the second circuit on

9



the Project if such conductoring does not occur at the same
time as the remainder of the Project is constructed.

19.

4

Applicants shall retain a qualified biologist to monitor all
ground clearing/disturbing construction activities that may
affect sensitive habitat. The biological monitor will be
responsible for ensuring proper actions are taken if a special
status species is encountered. If Sonoran desert tortoises are
encountered during construction, the Applicant shall follow
the Arizona Game & Fish Department's Guidelines for
Handling Sonoran Desert Tortoises.

to. Applicants shall salvage mesquite, ironwood, saguaro and
Palo Verde trees removed during project construction
activities consistent with Arizona's Native Plant Law and
use the vegetation for reclamation in or near its original
location.

21. APS shall implement landscaping for the substation sites in
accordance with the applicable municipal planning and
zoning requirements.

22. The Applicant shall submit a self-certification letter
annually, identifying which conditions contained in the
Certificate have been met. Each letter shall be submitted to
the Utilities Division Director on December 1, beginning in
2004. Attached to each certification letter shall be
documentation explaining, in detail, how compliance with
each condition was achieved. Copies of each letter, along
with the corresponding documentation, shall also be
submitted to the Arizona Attorney General, Department of
Water Resources, and Department of Commerce Energy
Office.

23. For that segment of the route that crosses the planned Happy
Valley Road Towne Center property leased by Roles and
located at the southeast corner of 1-17 and Happy Valley
Road ("Roles Segment"), Applicant shall:
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(a) Construct 230 kV double-circuit tangent steel

monopoles and relocate the existing 69 kV

10



transmission line to such monopoles at Applicants'
expense,

(b) Match spans with existing structures and shall have a
minimum ground clearance that is equal to or greater
than the ground clearance of the existing lines on the
on the Roles Segment,

(C) Use commercially reasonable
structures within the existing
easement across the property,

efforts to locate
transmission line

<d> Work in good faith with Roles, Salt River Project, and
the Western Area Power Administration to facilitate
the reconstruction of the existing 230 kV transmission
structures on the property as monopoles, with the
costs of such reconstruction to be allocated as agreed
to by APS and Roles ;

(6) Construct Applicant's monopoles on the property
within one year of the effective date' of this Certificate
provided that Roles has final, approved plans and
permits to construct at that time and has commenced
construction, however, if Roles has not accomplished
the foregoing within one year of the Effective Date of
the Certificate, Applicant's obligation to construct
shall be at such time that Roles has final, approved
plans and permits to construct and has commenced
construction

(D Relocate Applicant's existing 69 kV transmission line
within the same period described in (e), provided that
an outage on the 69 kV transmission line can be
safely and reliably taken during that period.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

24. Applicant shall continue to coordinate this Project with both
SRP and Western Area Power Administration ("WAPA") to
ensure that all possible projects are maximally integrated,
taking into account serving Arizona's growing need for
electrical service, ensuring reliability for the Project and the
Arizona Transmission System and minimizing any and all

11
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adverse environmental impacts, Applicant shall provide to
the ACC written confirmation of continuing efforts at
coordination as described above as part of its compliance
with this Certificate.

25. with respect to the Project, Applicant shall participate in
good faith in state and regional transmission study forums,
and shall coordinate transmission expansion plans related to
the Project to resolve transmission constraints in a timely
manner.

26. The following condition is to ensure transmission system
safety and reliability when a transmission structure is placed
within one hundred feet of a natural gas or hazardous liquid
pipeline right of way, excluding distribution lines as defined
by the Code of Federal Regulations. Under such
circumstances, the Applicant shall:
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a. Provide the appropriate grounding and cathodic
protection studies to show that the transmission line
results in no material adverse impacts to such natural
gas or hazardous liquid pipeline, whose right of way is
a hundred feet or less from the transmission structure,
when both are in operation. A report of studies shall
be provided to the ACC by the Applicant as part of its
compliance with the Certificate. If material adverse
impacts are noted in the studies, Applicant shall take
appropriate steps to ensure such material adverse
impacts are eliminated. Applicant shall provide to the
ACC written documentation of the actions that were
taken and provide documentation showing that no
material adverse impacts are occurring.

Adopt a written mitigation plan outlining any and all
steps taken to protect all electric facilities associated
with the transmission line as a result of this Project
from any potential hazards that could occur whenever
a transmission line structure is placed 100 feet or less
from any such pipeline right of way. The plan shall
indicate what corrective action will be taken to
mitigate any potential hazard that could occur. A

b.

12
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potential hazard includes, but is not limited to, a
rupture or explosion resulting from the pipeline. The
written mitigation plan shall be provided to the ACC
by the Applicant as part of its compliance with this
Certificate and shall be subject to approval from
Commission Staff. Applicant shall implement the
written mitigation plan during a hazard as part of its
compliance with this Certificate.

4

GRANTED this day of March, 2003.

THE ARIZONA POWER PLANT AND
TRANSMISSION LINE SITING COMMITTEE

By:
Laurie A. Woodall, Chairman

APPROVED BY ORDER OF THE ARIZONA CORPORATION COMMISSION

Chairman Commissioner Commissioner

Commissioner Commissioner

In Witness Hereof, I, Brian C. McNeil, Executive Secretary of the Arizona
Corporation Commission, set my hand and cause the official seal of this Commission to
be affixed, this day of , 2003.

By
Brian C. McNeil
Executive Secretary
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BEFORE THE ARIZONA POWER PLANT AND
TRANSMISSION LINE SITING COMMITTEE

CASEno. 120

-9( ,
:

»'T`><'*>
Q i a n

xo,*_'j42)
{ * ? 1 - Q
: a x
___,<;*">

O

9"-J
c.*:;1\

83
f '~ - J

r : : : 9

:m
if!
¥7
r*r?

U
w.

8
& ;̀II'3

1

2

3 IN THE MATTER oF THE APPLICATION OF )
ARIZONA PUBLIC SERVICE COMPANY IN )

4 CONFORMANCE WITH THE REQUIREMENTS OF >
ARIZONA REVISED STATUTES SECTION 40-360, ) Docket No. L-00000D-02-0120

5 ET SEQ., FOR A CERTIFICATE OP ENVIRONINTENTAL)
COMPATIBILITY AUTHORIZING THE NORTH )

6 VALLEY 230KV FACILITY PROJECT, INCLUDING )
THE CONSTRUCTION OF APPROXINIATELY )

7 31 MILES OF 230KV TRANSMISSION LINES, TWO )
230KV SUBSTATIONS, AND THREE SUBSTATION )

8 INTERCONNECTIONS IN MARICOPA COUNTY, )
ARIZONA, ORIGINATING AT THE WESTWING )

9 SUBSTATION IN SECTION 12, TOWNSHIP 4 NORTH, >
RANGE 1 WEST, G&SRB&M AND INTER- )

10 CONNECTING AT THE RACEWAY SUBSTATION )
IN SECTIONS 4 AND 5, TOWNSHIP 5 NORTH, )

11 RANGE 1 EAST, G&SRB&M, CONTINUING TO THE )
PROPOSED AVERY SUBSTATION IN SECTION 15, )

12 TOWNSHIP 5 NORTH, RANGE 2 EAST, G&SRB&M )
AND THE PROPOSED MISTY WILLOW )

13 SUBSTATION IN SECTION 8, TOWNSHIP 4 NORTH, )
RANGE 3 EAST, G&SRB&M, AND TERMINATING )

14 AT THE PINNACLE PEAK SUBSTATION IN )
SECTION 10, TOWNSHIP 4 NORTH, RANGE 4 EAST, )

15 G&sRB&1v1. )
)

16

£.2*9

41 -4

_--;4 -Qu.
w i v

3 an
3

MJ
co

17 NOTICE OF FILING COMMITTEE EXHIBIT

18 NOTICE IS HEREBY GIVEN that the Line Siting Committee is filing Committee Exhibit

19 1, attached hereto, consisting of Committee Member Wayne Smith's slides used in his November

20 26, 2002 presentation.

21

22 DATED this fl day of December, 2002.

23
A

24

1 I E©EW{3 l
g

iaufie A. Woodall, Chairman
Arizona Power Plant and
Transmission Line Siting Committee

26

25 M'

g.
'Q2 Xi27

28 x
II
g
i
E

AR\ZONA REp()RT\N(8- SERV\CE, INC. Q
(loud ReooMng8< Realtsme Spec\a1.s15 x

\ 9 'j".,"



1 1

I.

1 ORIGINAL and 25 copies ,
of the foregoing filed this .

2 day of December, 2002, with:
it/

3

4

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix AZ 85007

COPY of the foregoing*
hand-delivered this .Ufday
of December, 2002, to:

5

6

7

8

9

10

Commissioner William Mundell
Commissioner Jim Irvin
Commissioner Marc Spitzer
Arizona Corporation Commission
1200 W. Washington
Phoenix AZ 85007

11 COPY of the foregoing mailed
this 9 day of December, 2002, to:

12

13
Arizona Court Service, Inc.
2627 North Third Street, Suite 3
Phoenix AZ 85004-1103

14

15
Jeffrey B. Guldner, Esq.
Snell & Wilmer, L.L.P.
One Arizona Center
400 E. Van Buren Street
Phoenix AZ 85004-2202
(Attorneys for Applicant - Arizona Public Service Company)

18

19

Walter W. Meek
Arizona Utility Investors Association (AUIA)
2100 North Central, Suite 210
Phoenix AZ 85004

20

21

23

C. Webb Crockett Esq.
Fennernore Craig P.C.
Suite 2600
3003 North Central Avenue
Phoenix AZ 8012-2913
(Attorneys for United Services Automobile Association [USAA])

24

25

26

Roles, Inc.
c/o Roger K. Fenland and Laura Raffaello
Quarles & Brady Stretch Lang LLP
One Renaissance Square
Two North Central Avenue
Phoenix AZ 85004-2391

27

28

2.2

16

17
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Bev Jackson
27011 North 31st Drive
Phoenix AZ 85085
Ante or

no

1

2

3

4

5

6 228869.1 (12/10/02)

7

8

9

1 0

11
1 2

1 3
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1 5

1 6

1 7

1 8

1 9
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Slide Presentation for Power Plant Siting Committee
by A. Wayne Smith

November 26. 2002

#1, Crosscut canal looldng north - Desert Botanical Garden on the left - Phoenix on left - Tempe on right

#2, Crosscut canal looking sou dm - Phoenix Zoo on the right - Tempe on left - Phoenix on the right

#3. Crosscut anal looking south - Phoenix Zoo on ate right

#4, Crosscut canal looldng north - Papago Park on the left

#5. Ahwatukee - Mountain Park Ranch 48th Street Aliguuntent looldng south to City Park

Ahwatukee - Mountain Park Ranch 48th Street Alignment looking north with adjacent residential

#7, Ahwatukee - Mountain Park Ranch 48th Street Alignment looking north with adjacent residential

#8. Mountain Park Ranch 48th Street Alignment looking south at City Park

#9. Mesa Line between Gilbert & Lindsey 1/4 mile north of Brown - housing facing transmission corridor

#10, Mesa Line between Gilbert & Lindsey 1/4 mile north of Brown »- looking east

#11. Mesa Line between Gilbert & Lindsey 1/4 mile north of Brown - looldng west

#12. Mesa - Royal Palms Golf Course south of McClintock 1/4 mile east of Stanley Road

#13. Phoenix - Rosier Road 1/4 mile west of 48th Street looldng north

#14, Phoenix - Rosier Road 1/4 mile west of 48th Street looldng south

#15, Page, Arizona - power line 1/4 mile east of highway right-of-way

#16, Mesa - Beeline Highway looldng north to Red Mountain

#17. Scottsdale - Shea Boulevard looldngeast at 96th Street

#18, Scottsdale - Shea Boulevard looking east of 9681 Street - south of power lines

#19. Gilbert - Gilbert Road looldng west at City Park and Trail Systems

#20. Scottsdale - Shea Boulevard at CAP Canal looldng south

#21 Elliot Road - simulation 1/4 mile offset at Harquahala
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SIX-POINT BRING
SPRAWL
ARIZONA

T O

PLANTO
CRAWL I N

ESTABLISH GROWTH BOUNDABJES
Through citizen-based planning, cornmunides should draw enforceable growth boundaries

that conserve open spaces while accomrnodadng reasonable growth in areas already served by
necessary community infrastructure and services. =,

CHARGE FULL hit>A(;T FEES
Local governments must find and charge the full costs of infrastructure for new developments.

Municipalities should determine what a proposed development will cost taxpayers in schools,
roads, Ere, police, water, sewer, parks, and libraries. Cost studies should also describe how
growth impacts will be paid lot or mitigated.

PRESERVE OPEN SPACE
Cornmunides can purchase key natural areas for preservation purposes using Land and Water

Conservation Funds, Heritage Fund dollars, Arizona Water Protection Fund, and local sales taxes
or bonds similar to those usedin Scottsdale, Pounain Hills, and Pima County.

FUND - AND PLAN POR --»  A PULL RANGE OP TRANSPORTATION OPTIONS
Transportation planning for modes other than auto travel is key to reduMg air pollution.State
officials could convert a pardon of Arizona's gasoline tax to use toward developrnentof transit .
infrastructure; regional governments can request more of the available federal cransponation fund-
ing to help Arizona cornrnunitics plan and operate local mass- and rapid-transit systems, bike
trails and lanes, and other alternatives to highway development

ESTABLISH CORE 'MAGNETS' (INHU. 1° xPJ8J° ~5) AS ALTERNATTVES TO SUBURBS
Citizens and planners can work together to identify mixed-use zoning areas within cities and

offer incentives, such as fee waivers or public/private financing partnerships, to encourage infill
development Neighborhood-sensicive infill projects can create magnets for responsible growth .
that become exciting aiternadvcs to sprawl and can accommodate a wide range of lifestyles, ages
and incomes. Following Tcmpe's example - where retail, cultural, educational, employment,
worship, and housing opportunities already exist downtown and are being master-planned for
Apache Boulevard - vibrant infill areas attract many people to live and work in the same locales,
reduce development pressures on the desert fringes, and provide anchors to a mass transit system.

PUBLIC PARTICIPATION IS ESSENTXAL POR RESPONSIBLE GROWTH
Too often, citizens become involved in the growth debate after zoning decisions have been

made or building permits have been issued. Corning in at the beginning of a planning process
with a vision of what we want our neighborhoods to be like is the best way to have a powerful
and resonant voice in land use decisions. Citizen-lcd efforts are also critical for open space con~
serration. If  you'd like to get involved now, call, fax, or e-mail us for a "Sprawl Costs
Us All" activist kit: . '.

phone: 602/254-8362
facsimile: 602/258-6533
e-mail: renee.guillory@sierraclub.orgat

A
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CITY COUNCIL REPORT

DATE: February 11, 1998

TO : Jack Tevlin
Deputy City Manager

FROM: David E. Richer:
Planning Director

SUBJECT: PHOENIX AT A CROSSROADS - A STRATEGIC VIEW OF GROWTH

BACKGROUND

In 1994, City Staff presented the Strategic View of Growth presentation to the City Council. This
presentation included a historical analysis of growth in Phoenix and how the dynamics and issues of
growth over the next twenty years would be different from those for growth over the past twenty years.
Furore growth trends will generate a shift away from a single valley wide labor force. Decisions of where
to live will be driven by concerns about distance from where people worked. Increased congestion and
the increase in size of the metro area are increasing commute times. These trends are splitting the valley's
labor force into separate commute sheds, each centered around existing employment centers.

This presentation also examined the current and future trends of residential development. Recent housing
construction has almost depleted the inventories of vacant sites located within areas that already have
streets and water lines. Soon new residential development will have to move to the fringe of the valley's
existing urban area which will require new streets and water lines in order to serve this growth. These
areas face new barriers to growth including: how new infrastructure will be paid for, how we can
overcome negative public perception in some areas, and how we can provide adequate street and freeway
access.

There still remains a lot of vacant land within existing employment centers that is already zoned and has
adequate water and street infrastructure to serve employment growth for many years;

DISCUSSION

CRITICAL STRATEGIC ISSUES FOR PHOENIX

Based on these changes in the dynamics of future growth, eight critical strategic issues that could affect
Phoenix were identified.

Future residential growth areas face new barriers and management concerns. Financially
managing the construction of public facilities, such as streets and water lines, in existing and
new areas will be critical. Until recently, much of Phoenix' capital funds were used to build
new facilities. As growth continues, additional new facilities will be required to serve
growing areas. However, the "new" facilities built 30 and 40 years ago will soon need repair
and replacement. This means that Phoenix will have a need to finance capital needs in
existing and growth areas. Without careful management of such infrastructure needs, both
areas could suffer from delayed capital facility construction.



1.

New residential growth areas face the challenge of overcoming a variety of banters to growth.
Negative public perception of some areas is one such bonier. This includes perceptions of

schools, crime and housing quality. In some cases these perceptions are based on actual
problems and in others they are based on misconceptions. Regardless, without a concerted
effort to address the perceptions, they will be difficult if not impossible to overcome.

Some areas face challenging access problems. Areas in the southwest lack freeway access.
Though freeways have been on the drawing board for some time, how these will be financed
and their locations are still issues to be resolved. Areas in the north face challenges because
the only major access is a freeway. This freeway will not be able to meet local access needs.
A new internal street system will have to be financed and constructed from scratch to meet
local transportation needs. In the northeast, bridges over the CAP canal will be required to .
provide adequate access from the south to the Desert Ridge employment center to the north.

We believe competition between Valley Cities will become more intense. Because there will
be a stronger link between where people live and work, the quality and quantity of housing
within a commute shed become a key locational factor. Communities will have to provide a
full range of housing opportunities to compete in the regional marketplace. They will have to
insure that quality residential development for all income ranges (including executive
housing) within a reasonable commute distance from potential office or industrial sites.

Central City could become isolated from areas of new residential growth. Some new
residential growth areas will be outside of the commute shed of employment centers in central
Phoenix. This means that if adequate quality housing is not available in central Phoenix areas,
it will become harder to attract new jobs to existing Central City employment areas. '

There will be a strong link between employment growth and sales tax growth. Because
people will be living near where they work, there will be a stronger link between where jobs
locate and where sales tax revenues will be generated and collected. Thus all aspects of
economic development, not just retail, will impact future sales tax revenues and the ability to
provide services.

There is also the potential for trip lengths to increase. As new residential development locates
farther from central employment areas, trips for existing workers could get longer and
congestion will increase. This could have a negative impact on air quality.

Lastly, new residential growth in the northern areas could have a negative impact on our
disappearing Sonoran deserts if not designed in concert with the natural landscape.

STRATEGIC VIEW OF GROWTH CONCEPTS

In order to respond to these issues, six strategic growth management areas (see attached map) have been
planned by citizen-based groups. They are:

0 Baseline Corridor
D Lavern
D Estrella

[I North Black Canyon Com'dor
D Desert Ridge/Paradise Ridge
U Infill

These plans promote the following concept to guide a variety of city programs. The concepts are:

Promote new infill residential and employment development in Central Phoenix

Promote new residential development in south and southwest Phoenix in order to insure an
adequate supply of new housing to meet central city job growth needs.



A 54

Promote long-term financial management of infrastructure M growth areas in order to insure
that these financial needs do not negatively impact the growing capital needs of central city
areas.

Promote new employment opportunities in northern areas in order to reduce trip lengths and
congestion as new residential areas develop farther from central city employment centers and
travel times due to congestion increases.

Preserve the Sonoran desert character of northern and southern areas to both insure this unique
resource is not lost as development occurs and to create high quality urban desert
environments.

SUMMARY

The six growth management area plans have defined unique issues and challenges and embody portions of
each of the concepts to balance growth throughout Phoenix while respecting the unique and individual
characteristics Of each area.

RECOMMENDATION

Staff recommends the Mayor and City Council support the concepts within the growth management area
plans and encourage future population increases to be dispersed to all these areas over the next 20 years.

DERzRQ
c:\data\2-dr\98\dfr02l l a.w6 l



f

I

1» I I

W

I

»--.

r
I

l.

». »
II
l

i
I
r

I

I

.I j

.
I

I I
I

1. L I.

I

4 : 4I
I 5

Il

4
4| l

r< 1
||

1l1/

I X

III l

Iel 1
*in

\~ I
t

I
|.

4 . 4

I

....LJ-n

1 v

I

41
.in

f
LI

I 1 4
1

.
In

.

i IpN

4 I v

on
Eu

: J

Mn

1:4

Q

1:1

|::: Iulvuilgn-csoonng

au

2 0-2 Nomura turn/:cn

: 2-s uwnunu uulnrnnl
m 5li nwunnuo ulurnrann

cm s-1s UUIUHG unafuans

_ 1l+ DUILLIIIG llilrvilacu

-

LEGEND

PHOENIX PLANNING AREA INSERT

oz;

ESTRELLA
50 0.0.0

nlunaruuun-alumna-nun

... .L _

GROWTH 600,000 by 2020 (2% GROWTH RATE)

GENERAL PLAN FOR PHOENIX

l;1xvEEn
1-on 00.0

U

o
o

-

B§SEUNE coRe
40 OOO | -

DESERT 5
RIDG RIDGE

1.50 UGG

v ' -
L n-

4

_L

q .

1

h \

UMM;

*

I
Ann

I
I

I
I
I

-

-

an

an

-

-lullulnn

-

ualnunnunm

»\\f\l0vh\l¢8

I |-

A

1

r

ca

u

we

I

o

H

I I

I



040.
......

\

|-

:|:
x
l.l.l -

<4

o
N
9-1

4

2 5
~.

.2
m

_m

E

88

Q

28"
°-88
gm
Q..
°.5
°- .4

.8

<

u
o

Q
GO
_c

gr)
u_c
J
>~
_~
-5
>
.c
'E
o

§N
N
.c
u
Lu
2

»

'1

m



m
L:o

kgo
8GON
2

m
q-
LT
O
\n_
1-1

of
\D

N
N

N
q-

N
N

~o
r\

1\1-1
m

N
~o

O
O\

1-1
m

O\
m

O
r\

q-
m

N
m

m
N

N
m
'Q
ID

ol\
'EID

~o
q-

O\

l\*4

IO

q-
O\
~q
of

LT
1-1
'E
OFT

m

15
g
8*E

m
o f
N

m
on

on
m

of
LT

q -
N

q-
v-4

Lo
FT

N
1-1 m m q- N N m

4-
_g
a.

3a.
E
o.

L
cy
E _'Q

mV):J
o
m

_oU.co
u-
U

2
It
4

u
n.
E
go
o
V)
m
oz

_o
43
U
V)

>~
' o
o
L
m

o
. c
u
o
u

Q

.ac
u
o
a
' o
m
a

V)xoma.
c

3
I-

o
L
u
'o
u
m

>~
.9
3
GL

m

L
m
>
cs
X

o
U)

:E
L
m

8
c
V)

c
u

3

3
xu
_o
m

§
x
Lcs
E

041
N

.  \ .
\

8
_>_

a
8 3
2 5

%8
=>°

4-4-_

°el_1_

<2
0 v|
9%
* E
g
...g
2150- :
go.
=»s

3 I

I

n



II
/

4 "Z

j ///Q/ i 4
/ ///

'/. /

/ I

M
I

I
/W/  4

7//

y :
/  f

/

:~:15 "  4
1i 21i1/ / 8 :;:;:

: / : : : : : :

: / : / / 1 1 1

114 //47

" I/yv/~
/

/II / I//
/co/I Q/

II
:o
.//4/If/ 2/ /f
/49/

544wIW

1

\ u
: J

a015 \as

1
I'll
1101
ll!!
oooo
ooooi
oiioo
lion
oooo
oooooooo
oooooooo
oooo

s-:e=

. J
'4

I
. .
. lI  ..
I.

I
-as

•

l I
g
tn

la

-

I
I

v

as'

91:4

>~m
s..Nc

LU
m
.Sn.
E
a.

m

N

N

1-1

< -

Lo

~o

N

of
Q
N

m
L
N
>

o

Q

Q)>oo

2,
cs

`i
`U
' u
U
3

>~
ow
L
N

L'r'
9'
S..
m

+-
o
3

TJc
.2
'U
'o
~<

U P

w

L u

co

I I I I

Lm
N

Lo Lf)

HAAG

P

in*

u



049.
q-

.9
m

v
a

N ' D u go

o . _
o'u 4-

U
s:
o

m

L

w .-'5E 9832°¢~

q)
|-
Q
Ha
z
O
H
vo
U)
I-I
S
m
z
<
a
I-

o

v

I
4- s. vs
u N 13
5 8  5

o.
<
u

v o
...,3€ '

.94-
cs

w e

'584-.E 28 TO

E gEv5°m- g (
m8 ° - g _m N 0

6 3-\og in*
c VI* °» §2 oz

E 28"-'4'=°
m L

.c om 4- u
S in 4 - . 5 3 8o v\5L:.G°'*€L¢_=
m a¢§§°§°EI
c | - - N  6 5 U Q

Q..G. V,,~4-
E u

4- - m - m U *vo 3 o f 88 3° o
Quo*Q=Q 4-

m 18.9 :

»~2~u
Zu)Da.Du3u)ma.4-a.u)

u
LIF-

8

8538"3.38 17,8
0- u o
E | 33 .2

4- ,ZaN.g¢ 3 0
an-"'

51° : :: Z - ¢ n E ° u D ; E L * o
m

°e-ow Ag,=88°°.
a u.Q

MOW u
n. a .c < 4-
Q N

.ac o o?. L L 3 n. 8
u



m

Q
"?
8
-
i s

~l |

..
QQQIQQ° *

NIDQ

"1?
ll

Qqqqqqqqqq

E
*a

3

§%2x3€§§§%
°§83:§§8»§
x "338 EE;A .°  8

'in
3

944
u
<
m

m

<
Zn.

an

| -

<
U)

D
d
m

D

o
z
H

ED
o
S
as
<

3
o `< a

m
a

3
m2H

3

3a~

2  n3

s

33, s
as,

D
<w
s

28
0 3

23:S
f aC

o f
11111

N
D nm'Nm

E
<4.

m
<
>
<

P

8

If



co

v
4-

o
L

' o

8 Ki
4-4-
0 oL :

u
o
N
v-I

N
m
o
u

m
3
.9
>
Q..
<
u

I

_o
m

_Sn

E
m

'8
-I->
u
_ u

U N;*+-
5
u

u s..c u
4- >L o
u m
.c N
t _>_
°° *aL c
u L

~4- N
8..-

4- U

m

Uz
4
>~m
"8
>
.c+-
L
o

'4-'8<>
o

' U

3 8
N O

s.. n o0-4-
L Ug)
: Ma.

a.<
<
vs

o £ 3

L 4- A g

Q Q
O f u

"Er *'*u'U'D 035
u L .Q

i V A g

< 2 . <"5Ur. 494

>~

& mE 4-

: N

3U- L

a_
<

>~
c
o
L
o

»

I



HAP9° ?` VALI.
v VESTAR

DEVELOPMENT
1-17 5, Hx-\PP".r` 4

m-3o§m.-'
.O20



I

u

EXHIBIT

3

S

V
88@w348

,ilL...EY RSA;
R3Z@NA

2.

18L 1

9
:l\nlle&.\:»tv'JIlua' 1 u - A l h a -

9.24.02

d



.,._,.. .  4 ;
¢

ENTRY DRIVE RJ

*4"s3.L3*§"-4
r VESTAR
DEVELOPMENT 4-17 a 'H.APP'Y VA!

?PiQ§3'43X,
92952.



-W . \

NDERING

V
@*W~3~48

ale? ROAD

£3N'3'§¥ d

E

=i
I
0 z 9544 Sullnrbasign Gfnup

&ui&44s&H-u~

I
I

I :>
G





4*

_,.,_

.».-

Ar















lit l :

:|:
x bVS

ll

I SSW

m

8
ECO
u

Oss

t:
G.)
*ZO
Z

s:
.53
Q-4
~4-»Q.
0
O9O
U

K

S_
*EJ

Eitn
MI



Ty

EXHHW

Addendum To
Testimony of W.L. Bouchard, MPH, CIH

;m~/ O
u*

Before The Arizona Power plant and Transmission Line Siting
Committee

Case #120 APS North Valley 230 kV Transmission Line Project

Q. Mr. Bouchard, in order to further establish your background in
assessing the siting criteria used by APS will you please describe
some of the projects you have been involved in over the past ten
years?

A. Yes.

Since I started W.L. Bouchard & Associates, Inc. I have continuously
provided siting and permitting consulting services on other projects
throughout past ten years.

For example, my firm has just completed studies for 69 kV facilities
siting near Globe Arizona.

Immediately prior to that, I was responsible for preparation of an
Application For A Certificate of Environmental Compatibility and an
Application For Title V Air Quality Permit (Major Source) for Reliant
Energy's 1160 MW Signal Peak Power Generating Station that until
recently was planned for location in Casa Grande, Arizona. I also
directed studies for interconnection of this facility to substations in the
Phoenix area power grid. In that work I was involved with both
Reliant Energy and SRP.

I have provided services to Puget Sound Energy regarding their work
to introduce new proprietary techniques in under grounding utility
services in Arizona.

1
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Addendum To
Testimony Of W.L. Bouchard

Page 2 of 3

In a major development effort, throughout 1999 - 2001, I assembled
and led an interdisciplinary team of U.S. and Mexican scientists,
political and regulatory specialists, and public involvement experts to
complete required studies and engage in regulated processes to
obtain a suite of over 20 environmental and land planning permits for
a $1 .5 billion mega resort complex in Baja California. I worked with
SEMARNAT (Mexico's Federal EPA), the State of Baja California, the
Municipality of Ensenada, business leaders, and the environmental
community. In addition to the technical work, l assisted with project
planning, utility infrastructure, international financing, and
management.

Prior to that I had the lead in providing environmental consulting
services in a very complex three-year project to obtain a continuation
of a Hydropower License from FERC for the existing Childs & Irving
Hydropower Project Northwest of Payson. In effect, FERC rules
require that the hydropower applicant file as though the continuation
of the License is a new use requiring a rather thorough siting
analysis.

I assisted Hawaiian Electric Company, inc. in the mid 1990s in a Mo-
year effort to comply with the integrated resource planning
requirements for new power facilities with a 20-year planning horizon
as required by the State of Hawaii's Public Utility Commission. My
assignment was related to facility siting in the context of
environmental, cultural, and statewide economic issues.

Q. Mr. Bouchard, what is your educational background?

A. I graduated from the University of Michigan, School of Public
Health Ann Arbor, Michigan with a Master of Public Health Degree
(MPH). My undergraduate work was at Western Illinois University,
Macomb, Illinois where I graduated with a Bachelor of Science with
Honors. My major area of emphasis was geography including land
planning and economics. I also completed a major in Public Health at
WIU..
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Page 3 of 3

Q. Mr. Bouchard, are you involved in voluntary activities effecting
Arizona's environment?

A. Yes. I am currently involved in two voluntary positions aimed at
improving Arizona's environment. First, I am on the Board of
Directors of the American Lung Association of Arizona/New Mexico
where I chair the Advocacy Committee. The Lung Association is
Arizona's oldest voluntary health organization and currently has over
100,000 volunteers in Arizona. The Lung Association has an interest
in the location of power facilities in the State. I also serve as a
Citizen Representative on the Maricopa Association of Government's
Air Quality Technical Advisory Committee. This Committee is
particularly concerned with assisting cities and towns in their efforts to
improve urban air quality in the Phoenix Metropolitan area.

PHX/l383056.1/92222002
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Existing Condition - Construction of usAge facility with Central Arizona Project Canal in the backgrouri

Simulation of 230kV Double-Circuit Steel Pole with 69kV underbuild capability adjacent to the Central
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Ground level viewpoint from the
north side of the USAA facility looking
northeast towards the Union Hills

SIMULATION DATA

Date: 2-17-2003
Time: 2:50 pm
Weather: High Clouds
Simulated Focal Length: 32 mm
Simulated Field of Wew : 58 degrees

EXHIBIT
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Arizona Project Canal
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From :
To:
Date:
Subject:

Treater, Paul'l<trenter@epgaz.com>
"'jgeIIman@cc.state.az.us'" <jgeIlman@cc.state.az.us>
11/6/02 11:12AM .
Ape' Responses to Staff's First Data Requests - North Valley Project

<<1264535_.doc>> Attached are Ape' Responses to Staff's First Data Requests
in the North Valley Siting Case. Please call Jeff Guldner at 602-382-6271
if you have any questions. '

•

"'jguldner@swlaw.com"' <jguldner@swlaw.com>

EXHIBIT

CC:
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STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. L00000D-02-0120

JDG 1-1 Has Arizona Public Service ("APS") engaged in any discussions with Salt
R i v e r  P ro j e c t  ( SR P " )  a nd / or  W es t e rn  Area  P ow er  Ad mi n i s t r a t i on
("WAPA") regarding the relationship of the North Valley Project to other
proposed projects in the general area? Has APS explored opportunities to
integrate its prob et here with any other projects? Please summarize those
discussions.

RESPONSE:

Yes. APS and SRP meet bimonthly to discuss transmission issues and the
North Valley Project has been included in such discussions since January
2001. Additionally, APS and SRP are discussing a potential plan to jointly
use right-of-way and facil ities in the Happy Valley Road Corridor, which
ultimately may involve SRP's use or ownership of one circuit of the North
Val ley Project from the Westwing to Pinnacle Peak substations. Such a
joint use prob et would be consistent with both companies' 10-Year Plans.

APS has met with representatives of WAPA in January 2002 to discuss
several projects involv ing  jo int use of  corr i dors and potential
reconductoring a l ternatives that might provide system benef i ts .  These
discussions are ongoing, and WAPA is expected to follow up with APS at
some time in the future.  As to the North Val ley Project,  APS made an
inte rconnec t i on reques t  w i th  WAPA in  ea r l y  2002  for  the  Raceway
Substation. The parties  are continuing to negotiate the deta i l s  of such
interconnection, Apart from the interconnection, APS does not believe that
the North Val ley Project otherwise impacts any of WAPA's long-range
transmiss ion plans for Arizona nor does APS bel ieve that this  Project
offers  an opportuni ty to otherwise integrate into WAPA's  long-range
plans.



STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET no. L00000D-02-0120

IDS 1-2 To what extent does the North Valley Project compromise the ability of
other entities such as SRP and/or WAPA to utilize the same condors
and/or rights of way for proposed prob acts where there will also be a need?

RESPONSE:

The North Valley Project would not significantly compromise the ability
of other entities to utilize corridors involved with this Project. Part of the
reason that APS proposed to construct a double-circuit 230 kV
transmission line is to maximize the use of structures within these
corridors. Potentially, one circuit could be used by SRP, which prevents
any compromise of the Happy Valley Road corridor given projected need
for facilities in this area. Otherwise, neither WAPA nor any other load
serving electric utility has plans to construct in the Happy Valley Road
corridor.

As to the Westwing to New Waddell condor, the North Valley Project
will free up capacity on WAPA facilities by allowing APS to have its own
interconnection into the Raceway Substation, rather than wheeling over
WAPA facilities. There are no other current plans to construct in the
Westwing to New Waddell con'idor of which APS is aware.



STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET no. L00000D-02-0120

JDG 1-3 Please identify any natural  gas or hazardous l iquid pipel ines within the
vicinity of any of the proposed routes (the preferred or alternative routes).
Please indicate the size of the line (the diameter of the pipeline(s)) and the
Maximum Allowable Operating Pressure ("MAOP") of any pipeline(s).

RESPONSE:

All of the proposed and alterative routes parallel an El Paso Natural Gas
Company pipeline along the Happy Valley Corridor. The diameter of the
E1 Paso Natural Gas Company pipeline along the Happy Valley Corridor
is la". The Maximum Allowable Operating Pressure (MAOP) is 893 psi.

Also, the proposed route, alternate route #2 and alternate route #3 cross,
bu t  do not para l l e l ,  a  20"  El  Paso Natura l  Gas  Company na tura l  gas
pipel ine that fol lows the Lake Pleasant Road a l ignment in the western
port ion of  the Project .  For that cross ing ,  the Project wou ld span the
pipel ine and could meet the 100 foot requirement that was included in
prior CECs.



STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. L00000D-02-0120

J

JDG 1-4 Please identify any mitigation measures that wil l  be taken to reduce the
likelihood of the following events affecting any natural gas or hazardous
liquid pipelines within the vicinity:

a.

b.

c.

Coupling e f f e c t s
Lighting Strikes
Arcing

RESPONSE:

A P S  i s  w o r k i n g  w i t h  E 1  P a s o  N a t u r a l  G a s  C o m p a n y  t o  d e v e l o p
appropriate mitigation measures, which wil l  depend on final engineering
on the project and the ultimate location of facil ities. The mitigation plan
may include:

Analys is  and potentia l  revis ions, i f  appropriate,  to the cathodic
protection and interference mitigation system for the pipeline when
transmission system configuration is finalized.
Insulation of the static wire on the transmission lines to lessen the
effects of l ightning strikes on transmission l ine towers and thus
reduce current transferred to the ground.
Installation of gradient control grids for
appurtenances, if necessary.
Installation of additional grounding on facilities, if necessary.

above-ground

J
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STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. L00000D-02-0120

JDG 1-5 P l e a s e  d e s c r i be  a ny  b l a s t i ng  a c t i v i t i e s  t ha t  w i l l  o c c u r  d u r i ng  the
construction of the transmission line, if approved.

RESPONSE:
»

No b l a s t i ng  a c t i v i t i e s  a re  ant i c i pa ted  for  the  cons t ru c t i on
transmission line in the vicinity of any pipeline.

o f  t h i s
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STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. L00000D-02-0120

IDS 1-6 Please describe the type of surface where the transmission line would be
built. An example of surface would be crystalline bedrock, which was the
surface at issue in the Millennium Pipeline proceedings before the FERC
in which the Public Service Commission of New York ("NYPSC") was a
party.

RESPONSE:

Along the Happy Valley Road corridor where the El Paso Natural Gas
Company pipeline is paralleled, soils data was gathered from the Natural
Resource Conservation Service ("NRCS") Soil Survey of Maricopa
County, Arizona, Central Part and the Soil Survey of Aguilar-carefree
Area, Parts of Maricopa and Pinal Counties, Arizona. According to the
NRCS surveys, the Happy Valley Road corridor consists primarily of
Momoli gravelly sandy loam and Pinamt-Tremant complex, which is an
extremely gravelly sandy loam, as well as several other types of loams.
Although it is possible that some andesine, rhodolite, or volcanic tuff could
be present in the vicinity of the Union Hills, or that some isolated rock
outcrops might be encountered, the expected soil conditions could be
excavated by conventional means (i.e., without blasting) or spanned, and
the rugged terrain and crystalline bedrock geology experienced in the
Millennium Project in New York is not present.



STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. L00000D-02-0120

JDG 1-7 Please describe the grounding system that wil l  be uti l ized by the 230kV
system if approved. How will the grounding system affect the integrity of
any nearby natural gas or hazardous liquid pipeline, given the effects such
as coupling and arcing?

RESPONSE:

Standard grounding practice is to use the tower (or pole) as the grounding
mechanism. On poles, the structures are direct-buried and the bottom of
the pole is used as the sacrificial element. Tower structures usually have a
4/0 copper ground that is attached to the structure and buried in one of the
concrete footings.

Given expected soi l  conditions and terrain, the grounding system is not
expected to a f fect  the  integ r i ty  of  any nearby pipe l ine  a s  a  resu l t  of
coupl ing  or arcing .  Further,  any effects  from induced currents  can be
mode l ed  and  a re  u su a l l y  mi t i g a ted  by  add i ng  potent i a l  ce l l s  to  the
pipel ine. The frequency and location of the cel ls would be based on the
results of the model.



STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET NO. L00000D-02-0120

JDG 1-8 How many feet  w i l l  the  w i res  on the s tructures  be f rom the g round?
Please give figures for each type of structure used and/or when there is
any change in distance from the wires to the ground at any point during
any of the alternatives used. '

RESPONSE:

Regardless of whether a monopole or a lattice tower is used, the minimum
ground clearance of a 230 kV conductor is 27 feet, l l  inches. This is the
worst case condition with the line under maximum electrical load on a hot
summer day .  Obv ious l y ,  i n  the  span f rom one tower  to the  next  the
conductor sags, so there is virtually a constant change in distance from the
wires to the ground a long any route with the lowest point being at the
center of a span.
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STAFF'S FIRST DATA REQUESTS TO
ARIZONA PUBLIC SERVICE COMPANY

DOCKET no. L00000D-02-0120

JDG 1-9 The Arizona Corporation Commission ("ACC") has put in conditions on
past l ine siting cases requiring a transmission structure to be no less than
one  hu ndred  f e e t  f rom a n  ex i s t i ng  g a s  p i pe l i ne  r i g h t  o f  w a y .  Th i s
requirement was largely adopted as a result of the matter before F.E.R.C.
regarding the Mil lennium Pipel ine Project in the lower New York State
(Docket Nos.  CP98-l50-000,  -150-002,  -151-000). The PSCNY f i l ed
comments indicating support for the requirement of  one hundred feet
between the pipel ine and the nearest conductor of  a  transmiss ion l ine
measured horizontally. The reasons were :

Construction concerns, such as proximity to "counterpoise wiring"
and blasting activities.
Operational  concerns ,  such as  the increased ri sk  that " l ighting
arcing" and fault currents would occur, damaging the pipeline.

In l i ght of  these concerns ,  please describe why the one hundred foot
requirement should not be adopted by the ACC here. Include what is the
basis for the justification, including fonnulas and variables used and the
sou rces  of  those  formu l a s .  P l ea s e  des c r i be  wha t  the  Company  w i l l
advocate  in pl ace of  the one hundred foot requ i rement and why tha t
guarantees the same safety concerns that the one hundred foot requirement
is designed to ensure.

RESPONSE:

The Millennium Pipeline case involved a settlement between the New York
Public Service Commission and the pipeline company, and was based on
specific factual circumstances that are simply not present in this case. In
fact, FERC commented that it believed the New York Public Service
Commission's concerns were overstated. Some of the differences between
this project and the Millennium Pipeline are set forth below:

The Millennium case involved rugged, rocky terrain that resulted in
ground wire networks that extended well beyond transmission
structures and in some places through the entire right of way. In
this case, the terrain is not rugged and a normal ground-wire
network will be installed.

b.

a.

The soils involved in the North Valley Prob act are not crystalline
bedrock, but are instead more similar to the loamy soils in the
Empire Pipeline case also involving the New York Public Service
Commission and a 345 kV transmission con'idor, in which the

I4
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pipeline was required to construct 65 feet from the closest leg of
the transmission tower.

There is no counterpoise wiring system.

The transmission lines involved are very different. The Millennium
case involved a Consolidated Edison corridor that, in the words of
the New York Public Service Commission, presented "unique
reliability concerns" as it carnied 40 percent of Metro New York's
peak electric supply. The lower voltage 230 kV lines in this case
present no such reliability concerns.

There is no U.S. standard for distance required between electric
transmission lines and buried pipelines. The Canadian Standards
Association recommends a separation of 10 meters, which is
approximately 32 feet, from power line footings. See C.22.3 No. 6-
Ml9E7 at 3.3.

There are no specific EL Paso Natural Gas Company policies
(which policies are reviewed by the federal Office of Pipeline
Safety and must follow requirements set forth in federal
regulations) restricting the location of a transmission line within a
given proximity of the pipeline.

These factual differences highlight why it is inappropriate to adopt a
universal "rule" on pipeline-transmission structure separation that is not
independently supported by technical evidence, is based on a fact-specific
settlement in a single case, is not a rule even in the State of New York,
and is of disputed technical significance in the underlying case. However,
APS is working with the pipeline to address any appropriate mitigation,
whether related to the cathodic protection system on the pipeline or to
coupling/lightning/arcing based on the final engineering for the Proj et.

1264535.1



EXHIBIT

3~1
STAFF'S AMENDED PROPOSED CONDITION no. 4

(TO REPLACE STAFF'S ORIGINAL PROPOSED CONDITION no. 4)

Prior to construction of any segment of the proposed North Valley 230 kV transmission

line project, Applicant or its assignee(s) shall complete and file with the CoMmission

technical studies showing the feasibility of interconnecting the Table Mesa 500 kV

substation with the North Valley 230 kV transmission system. These technical studies

should determine:

84.
,

/

a. The impact of the proposed new Phoenix area transmission import delivery point

on Phoenix area Reliability Must Run ("RMR") generation requirements, and

b. The impact on staging and necessity of 230 kV elements authorized for

construction in this CEC.

As part of those studies, Applicant shall investigate the impacts of interconnecting -the

--t=vvo Westwing to Navajo 500 kV transmission lim-{s\into the Table Mesa substation prior

to constructing the Palo Verde to Table Mesa 500 kV line. Such studies are to be

performed in a collaborative transmission planning study forum such as the ten-year

Phoenix area RMR study required by January 31, 2004 or the Central Arizona

Transmission Study forum.

4.

1


