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DECLARATION
OF
PROTECTIVE COVENANTS
FOR
RED HAWK VILLAGE SUBDIVISION

D
This Declaration is made as of the fday of April, 2006, by Sagebrush Trail Holdings,
LLC, a Colorado limited liability company (the "Declarant").

WITNESSETH

WHEREAS, Declarant owns certain real property in Routt County, Colorado, on which it
intends to establish a planned residential development, to be known and identified as Red Hawk
Village Subdivision (“Red Hawk Village™) and Declarant desires to create a “Common Interest
Planned Community” (as defined in the Colorado Common interest Ownership Act, C.R.S.
Section 38-33.3-101 et _seq., or any successor statute as they may be amended from time to
time (the “Act™)) on the Property, which shall constitute a “Planned Community” (as defined in
the Act), and to subject and place upon the Property certain covenants, conditions, restrictions,
easements, reservations, rights-of-way, obligations, liabilities and other charges set forth
herein, pursuant to the provisions of the Act, for the purpose of protecting the value and
desirability of the Property and for the purpose of furthering a plan for the improvement, sale
and ownership of the Property; and

WHEREAS, Declarant establishes and executes this Declaration in order to regulate,
govern, and provide for the use, occupancy, and operation of Red Hawk Village, and to support
and maintain the quality of the Subdivision (as hereinafter defined), and property values, and to
assist in establishing Red Hawk Village as a community; and

WHEREAS, Declarant owns the Initial Property (hereinafter defined and more fully
described on Exhibit "A™), which is hereby submitted to the terms of this Declaration:

NOW, THEREFORE, KNOW ALL MEN BY THESE PRESENTS, that Declarant, for itself,
its successors, assigns and grantees, hereby declares that the Initial Property, and additions
thereto made pursuant to Article 2, is and shall be held, transferred, sold, conveyed, leased,
occupied and used subject to the covenants, restrictions, conditions, easements, limitations,
terms, obligations, charges and liens hereinafter set forth.

ARTICLE 1
DEFINITIONS

The recitals contained hereinabove are true and correct and are incorporated herein by
reference. The following words and terms, when used in this Declaration, or in any amendment,
supplement or exhibit thereto, shall, unless the context clearly otherwise indicates, have the
following meanings. Other capitalized terms, if any, shall have the meanings given them in the
section wherein they are first defined.
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1.1.  "Architectural Review‘ means the requirements of this Declaration that certain
improvements or alterations to Lots or existing Improvements must be reviewed and approved,
and where the context indicates, the review and approval procedures of Article 9 of this
Declaration.

1.2. “Architectural Review Committee” or "ARC" means the Board, or if the Board so
determines, a committee of not fewer than three (3) persons appointed by the Board, which shall
consider and act on applications for Architectural Review approval pursuant hereto.
Notwithstar_lding the foregoing, Declarant shall act as the Architectural Review Committee prior to

the Turnover Date, except for any period of time during which Declarant waives the right so to act
in writing.

1.3. "Articles” means the Articles of Incorporation of the Association, as they may be
amended from time to time.

1.4, "Assessment" means a charge levied by the Association in accordance herewith
against a Lot and its Owner. The following meanings shall be given to the following types of
Assessments:

(a) “‘Common Expense Assessment’” means an Assessment levied against all Lots
and Owners for their proportionate share of the Common Expenses.

{b) "Regular Assessment” means the recurring periodic Assessment for each Owner's
share of budgeted Shared Expenses.

(c) "Special Assessment’ means any Assessment made under the authority of this
Declaration other than a Reguiar Assessment, typically for unusual, non-recurring, or
unbudgeted Common Expenses. Special Assessments may include, but shall not
necessarily be limited to, amounts reasonably necessary to supplement Regular
Assessments, and amounts reasonably necessary to defray costs of acquiring,
maintaining, operating, repairing, improving, or replacing Common Property.

1.5. "Association" means The Red Hawk Village Homeowners Association, Inc., a
Colorado not-for-profit corporation, its successors and assigns.

1.6.  "Board’ means the Board of Directors of the Association.

1.7.  "Bylaws" means the Bylaws of the Association, as they are amended from time to
time.

1.8.  “Capital Contribution” means a one time payment and contribution to the

Association in the amount of $250.00, or such other amount as may be set out in an agreement
for sale of a Lot between Declarant and an Owner .

1.9. "Code" means the Routt County Zoning Resolution and the Routt County
Subdivision Regulations, as they may have been amended effective as of the date this
Declaration is recorded.
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1.10. "Common Expenses" means the actual and estimated cost of the following:

(a) Maintenance, repair, reptacement, ownership, improvement, and operation of the
Common Property and any other area(s), to the extent the Association is responsible for
the maintenance thereof pursuant to this Declaration,

{b) Obligations of the Association in excess of revenues, whether attributable to
unpaid Assessments or Owner Charges, or otherwise.

(c) Administration and management of the Association.
{d) Any insurance obtained by the Association.
(e) Reasonable reserves as determined in accordance herewith.

(f) Any other item or items designated herein as a Common Expense, or reasonably
or necessarily incurred by the Association, or in furtherance of the purpose of the
Association, or in discharge of any obligations expressly or impliedly imposed on the
Association by this Declaration, or by iaw.

(9) Utility charges and deposits therefore in the carrying out of Association obligations
hereunder, which may include electrical service and other charges to maintain and operate
street lights, irrigation, and other facilities within the Subdivision, if and to the extent such
facilities are instalied by Declarant or by the Association.

(h) Principal and interest payments on any borrowed indebtedness of the Association,
as well as any fees, costs, and expenses incurred with respect to such borrowing.

1.11. "Common Property" means all real property and interests therein, including
easements, licenses and servitudes, owned by, or granted or leased to, the Association, or the
use of which has been granted to the Association, together with all improvements thereto.
Common Property may also include any personal property acquired by the Assaciation if
designated Common Property.

1.12. “Common Interest Ownership Act” means the provisions of the Colorado
Common Interest Ownership Act Sections 38-33.3-101 et seq., Colorado Revised Statues, as it
may be amended from time to time (“the Act”). In the event the Act is repealed, the Act, on the
effective date of this Declaration, shall remain applicable.

1.13. “Community Documents” means this Declaration, the Articles and Bylaws, and
their respective exhibits, as they may be amended from time to time.

1.14. “Completion Date” means the earlier to occur of (a) thirty (30) days after all Lots in
all phases of the Subdivision have been conveyed by Declarant, or (b) that date designated by
Declarant in writing.
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1.15. "County” means Routt County, Colorado, a political subdivision of the State of
Colorado. (Where County action is contemplated hereby, that action may be taken by the agent,
official or other designee as provided by the Code, as it may be amended from time to time.)

1.16. "Declarant" means Sagebrush Trail Holdings, LLC, a Colorado limited liability
company, or its successor(s) or assign(s) as such Declarant, who takes title to any portion of the
Property or any other land that may be subjected to this Declaration for the purpose of
development and/or sale, and who is designated as a “Declarant” in an instrument recorded in the
Public Records.

1.17. "Declaration” means this document, together with all amendments and
supplements hereto, and where the context permits, all exhibits hereto.

1.18. “Deficiency” means operating expenses incurred by the Association which exceed
the sum of (a) Assessments receivable from Members other than the Declarant, and (b} other
income of the Association, which may include Capital Contributions.

1.19. “Delinquency Charges” mean late charges, interest, costs and fees which the
Association is entitled to recover pursuant to Section 5.13.

1.20. “District” means the Morrison Creek Metropolitan Water and Sanitation District.

1.21. “Family” or "Single Family” means one natural person, or two or more natural
persons who commonly reside together as a single housekeeping unit, some of whom are related
by blood, marriage or adoption to one another.

1.22. “Fiscal Year” means the calendar year, or such other twelve month period
designated or adopted by the Board to be the Fiscal Year of the Association.

1.23. “Guest” means any person (other than the Owner and his Family (or if the Lot is
subject to a Lease, the Tenant and his Family) who is physically present in, or occuples a Lot on a
temporary basis at the invitation of the Owner, Tenant, or other permitted Occupant without the
payment of consideration.

1.24. “Governmental Approvals” means all and singular those agreements, approvals,
orders, authorizations, stipulations, conditions, permits, requirements and other development
orders, issued, enacted, adopted or otherwise made applicable by any governmental agency or
authority, as they may be amended from time to time, which authorize, permit, approve or
otherwise regulate the development and use of the Property, including but not limited to, the
County’s approval of Red Hawk Village Subdivision and the PUD Plan.

1.25. "Home" means the Permitted Improvement located upon a Lot, containing a
single family residence.

1.26. “Improvement Standards” means those mandatory standards, requirements,
prohibitions and criteria for the design, construction and alteration or Improvement to a Lot, as
set forth in Section 9.11 of this Declaration.
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1.27. “Improvements” means buildings, garages, outbuildings, sheds or other
structures, fandscaping, sod, grass or other ground cover, borders, planters, irrigation systems,
fences, walls, tennis courts, other athletic facilities and installations, screen enclosures, poals,
patios, solar energy device, decorative structures, containers or other installations, devices,
equipment, or any other improvement on a Lot that will alter the appearance of the Lot or
existing Improvements thereto when viewed from adjacent Lots or Common Property or an
adjacent street or road.

1.28. “initial Property” means that property in Routt County, Colorado, described on
Exhibit “A”, attached hereto and made a part hereof.

1.29. “Landscaped Area” means areas within Common Property containing landscaping.

1.30. “Lease” means the grant by an Owner to a Tenant of a temporary right of use and
possession of the Owners Lot for valuable consideration.

1.31. “Lien Notice” means a “Notice of Lien,” “Claim of Lien” or other notice filed by the
Association in the Public Records setting forth the amounts claimed due the Association as to any
one or more Lots and its or their Owner.

1.32. ’Listed Parties” means Declarant, the District, the Association, and any of their
successors, assigns, officers, directors, committee members, employees, management agents,
contractors or subcontractors,

1.33. "Lot" means a discrete residential lot as reflected on the Plat.

1.34. "Member" means, at any given time, every person or entity then qualified for
membership in the Association. The Association has three (3) types of members:

(a) ‘Builder Member” means a builder, contractor or other Owner who has purchased
a Lot for the purpose of constructing improvements thereto for resale.

(b) “Declarant Member” means the Declarant, and its successors or assigns as such
Declarant, prior to the Turnover Date.

(c) ‘Regular Member” means any Member other than a Builder Member or Declarant
Member.

1.35. “Non-Operational Controversy” means any pending or potential Proceeding, other
than an Operational Proceeding.

1.36. “Occupant” means, when used in connection with a Lot or Home, a person who
is physically present in a Home on two or more consecutive days, including staying overnight.

1.37.  "Occupy" means the act of staying overnight in a Home.
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1.38. “Open Spaces” means Common Property areas within the Subdivision that are
primarily open, and often relatively unimproved.

1.39. ‘“Operational Proceeding” means any Proceeding commenced by the Association
(i) to enforce the payment of an Assessment or Owner Charge, or to foreclose a lien for an
Assessment or Owner Charge, as provided for in the Declaration, or (i) otherwise to enforce
compliance with the Declaration or the rules and regulations by, or to obtain other relief from, any
Owner, Tenant, or Occupant who has violated a provision thereof, or (iii) to construe or interpret
the Community Documents or the rules and regulations, or (iv) to file any compulscry
counterclaim or any permissive counterclaim that would be an Operational Proceeding if
commenced by the Association, or (v) against a supplier, vendor, contractor or provider of
services, pursuant to a contract or purchase order with the Association, and in the ordinary course
of business, or (vi) to protect against any other matter when waiting to obtain the approval of the
Owners as hereinafter provided will create a substantial risk of irreparable injury to the
Association or its Members, or (vii) to enforce or collect any fine levied pursuant to the Bylaws, or
(viii) for any other action for money damages wherein the total amount in controversy for all
matters arising in connection with the action is not likely to exceed ten thousand ($10,000.00)
dollars in the aggregate.

1.40. “Original Improvements” means the Improvements established as part of the
original construction and development of the Subdivision.

1.41. "Owner" means the single or multiple owner(s) of record of the fee simple title to
any Lot subject to this Declaration, excluding those having such interest merely as security for the
performance of an obligation, and excluding Declarant prior to the Turnover Date.

1.42. “Owner Charge” means a charge, other than an Assessment, levied by the
Association in accordance herewith against a Lot and it's Owner.

1.43. “Permitted Improvements” means those Improvements to Lots authorized under
the terms of this Declaration, being those established as part of the original construction and
development of the Subdivision (Original Improvements), and such additions, alterations, and
replacements thereof as may be authorized and implemented after Architectural Review in
accordance with the terms hereof.

1.44. “Planned Unit Development Plan” or “PUD Plan” means the County approved, site
specific development plan, as recorded in the public records.

1.45. "Plat” means the subdivision plat(s) of the Property as recorded in the Public
Records. The Plat may designate the Subdivision as “Red Hawk Village” preceded or followed by
any appropriate phase designation.

1.46. “Proceedings” means any pending or potential law suit, bankruptcy proceeding,
administrative proceeding, arbitration, mediation or governmental proceeding.

1.47. “Prohibited Vehicles” means any oversized truck, tractor, trailer or other vehicle or
equipment, which exceeds a length of twenty (20°) feet or a height of seven (7’) feet, or which is

7-
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determined by the Board pursuant to Section 8.2(d) of this Declaration to be a Prohibited Vehicle,
but shall not include standard manufacturers trucks commonly found in and around Routt County,
Colorado.

1.48. “Property” means the Initial Property at the time this Declaration is first recorded,
and thereafter, at any given time, all lands then subject to this Declaration in accordance with
Article 2.

1.49. "Public Records” means the Public Records of Routt County, Colorado.

1.50. “Recreation Area” means a part of the Common Property that may be developed
for use by Owners and Occupants for recreational purposes.

1.51. "Required Actions” means such maintenance, repairs, clearing of debris, or
removal of prohibited materials, or other corrective functions that the Association may, after
notice, perform pursuant to Section 8.12 hereof.

1.52. “Shared Expenses” means expenses incurred by the Association pursuant to this
Declaration that are shared by some or all of the Owners, including Common Expenses.

1.53. “Standards” means such design, material and locational criteria and standards for
proposed Improvements, adopted by the ARC pursuant to Section 9.5 of this Declaration.

1.54. "Subdivision" means the Property.

1.55. “Supplemental Deciaration” means an instrument filed in the Public Records,
supplementing and amending this Declaration by submitting additional property to the terms of
this Declaration. A Supplemental Declaration may also amend provisions of this Declaration, and
may provide different provisions with respect to portions of the Subdivision submitted thereby.

1.56. "Surface Water Management System" means that storm water management
system within the Subdivision, including but not necessarily limited to the drainage easements as
shown on the Plat, and all of that system designed, constructed, or implemented to control
discharges which are necessitated by snow melt runoff and rainfall events, incorporating methods
to collect, convey, store, absorb, inhibit, treat, use, or reuse water to prevent or reduce flooding,
over drainage, environmental degradation, and water pollution or otherwise affect the quantity and
quality of discharges from the system.

1.57. “Surface Water Management System Facilities” means those facilities that form a
part of the Surface Water Management System, and shall include, but not necessarily be limited
to, all inlets, ditches, swales, culverts, water control structures, retention and detention areas.

1.58. “Tenant” means a person to whom an Owner has granted a temporary right to the
use and occupancy of that Owner's Lot, pursuant to a Lease.

1.59. "Turnover Date" and/or the “Declarant Control Period” shall mean the period of
Declarant control, which terminates no later than the earlier of-

-8-
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{(a) sixty (60) days after conveyance, on a cumulative basis, of seventy-five percent
(75%) of all Lots in the ordinary course of business to Owners who are not the
Declarant; or

(b) two (2) years after the last conveyance of a Lot by the Declarant to a Lot Owner

in the ordinary course of business (collectively the “Turnover Date™).

1.60. “Utilities” means electrical power, water (both potable and for irrigation purposes),
sanitary sewers, garbage and trash collection and disposal, cable television and other
telecommunication services, drainage, security systems, telephone and other communication
systems, and all public service and convenience facilities. The Board shall have the authority to
classify any service or facility not so specified herein as a Utility.

1.61. “Voting Interests” means the voting rights established in the Community
Documents by which the Owners of each Lot, collectively, are entitled to one vote in Association
matters.

ARTICLE 2
PROPERTY SUBJECT TO DECLARATION

2.1. Property Subject to Declaration. The Initial Property is subject to this
Declaration. Additional land may be subjected to the Declaration, and thereby become a part of
the Property, (a) by Declarant, without consent of the Association or anyone else prior to the
Turnover Date, or (b) by the owner of such land with the consent of (i) the Declarant prior fo the
Completion Date and (ii) the Association thereafter. Association consent shall require approval by
the Owners of sixty-seven (67%) percent of all Lots then in the Subdivision.

2.2.  Procedure for Submission. Additional lands may be subjected to this
Declaration pursuant to Section 2.1, whether a phase or otherwise, by a Supplemental
Declaration, executed as required by Section 2.1, and recorded in the Public Records and in
accordance with County approvals. A Supplemental Declaration may modify any one or more of
the Improvement Standards of Section 9.11 with respect to Lots thereby added, and may also
provide additional or alternate terms and provisions applicable only to such phase.

ARTICLE 3
MEMBERSHIP IN ASSOCIATION

3.1.  Membership. Membership is appurtenant to the ownership of a Lot and
terminates upon the termination of an Owner's interest in a Lot. Each Owner accepts
membership and agrees to be bound by this Declaration, the Articles and By-Laws, respectively,
and the rules and regulations adopted pursuant thereto.

3.2.  Voting Rights. There are three types of membership, Regular Membership,
Builder Membership and Declarant Membership. Regular Members are all Owners other than the
Builder Members and the Declarant Members. Regular Members and Builder Members are
entitled to one vote for each Lot in which such Members hold an ownership interest. There is one

-9-
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vote for each Lot. Declarant Members are the Declarant and any successor or assignee of
Declarant having an interest in the Subdivision for the purpose of development and sale. The
Declarant has three times the total number of votes held by Regular Members and Builder
Members, plus one. If there is more than one Declarant Member, they shall divide and apportion
their votes as they may agree. Declarant Membership shall terminate on the Turnover Date.
After the Turnover Date, Declarant Members who then own Lot(s) shall become Regular
Members.

3.3. Control of the Board and Declarant Control.

(a) The Declarant shall have the powers reserved in C.R.S. Section 38-33.3- 303(5)
of the Act to appoint and remove officers and members of the Board of Directors during
the Declarant Control Period. During the Declarant Control Period:

(i) Not later than sixty (60) days after conveyance, on a cumulative basis, of
twenty-five percent (25%) of the Lots to Owners other than the Declarant, at
least one member and not less than twenty-five (25%) of the members of the
Board of Directors must be elected by Owners other than the Declarant;

(ii) Not later than sixty (60) days after conveyance, on a cumulative basis, of
fifty percent (50%) of the Lots to Owners other than a Declarant, not less than
thirty-three and cne-third percent (33-1/3%) of the members of the Board of
Directors must be elected by Owners other than the Declarant.

(b) At any time prior to the Turnover Date, the Declarant may relinquish the right to
appoint and remove members of the Board of Directors and officers, but may require
Declarant approval of actions of the Board of Directors or the Association specified by
the Declarant in such relinquishment notice which shall be recorded and executed by
Declarant. As to such actions, Declarant may give its approval or disapproval at its sole
discretion and option, and its disapproval shall work to imvalidate such action by the
Board of Directors or the Association.

(c) Not later than the Turnover Date, the Owners (including Declarant) shall elect a
Board of Directors of at least three (3), but no more than five (5) members, at least a
majority of whom must be Owners other than Declarant, and the Board of Directors shall
elect the officers, with such Board of Directors and officers to take office upon election.
Within sixty (60) days after Owners elect a majority of the members of the Board of
Directors, Declarant shall deliver to the Association all property of the Owners and of the
Association held or controlled by Declarant, including without limitation those items
specified in C.R.S. Section 38-33.3-303(9) of the Act.

ARTICLE 4
COMMON PROPERTY

4.1.  General Description of Common Property. The Common Property will include
such real property and interests therein, with any improvements thereto, including easements,
rights of way, licenses, use rights and servitudes, and items of tangible personal property, (a) that
are now or may hereinafter be specifically set aside, designated, reserved, granted, assigned,
transferred or deeded to the Association, or (b) that some use thereof or right therein is made

tQ



636008

Page: 11 of 45

|I‘ || "Il Hll"l ‘"I |' II |I || I ‘l’ II 04/12/2006 11:45¢

Kay Weinland Routt County, CO DECL COV R 226.00 D .00

available to the Assoctation and/or its Members, or (¢) that is otherwise established and
designated as Common Property by Declarant, or by others with the written consent of Declarant
prior to the Completion Date, and with the written consent of the Association thereafter. Common
Property may also be acquired by the Association after the Completion Date. Common Property
shall include, but is not necessarily limited to, those ownership and other interests, improvements,
systems, facilities, items and other things described as Common Property in this Declaration or
any Supplemental Declaration or amendment hereto, or so designated on the Plat or in any
instrument establishing, transferring or creating such interest or right.

4.2. Development, Identification and Addition of Common Property. Initial
Common Property located within, or associated with, the Initial Property is described in this
Declaration as originaily recorded.  Additional Common Property, or extensions to or
enlargements of existing Common Property, may be located within, or be associated with,
additional lands submitted. Such additions to the Common Property will be described in
Supplemental Declarations adding such additional iand, Common Property or both, on the Plat as
it may reflect the additional land, or in amendments to the Declaration.

4.3 Uses and Purposes of Common Property. The Subdivision may contain, or
have associated with it, Common Property intended or developed primarily for specific uses and
purposes, as initially established by the Declarant. The Common Property shall be maintained by
the Association. The primary uses and purposes initially established shall in no event preclude
Common Property from having other or ancillary uses or purposes, nor shall it limit the rights of
Declarant, prior to the Completion Date, and the Association thereafter, from providing additional
uses of Common Property consistent with its primary use and purposes, the Governmental
Approvals and this Declaration.

{a) Landscaped Areas. Landscaped Areas may be located throughout the
Subdivision, whether on Common Property or a Common Property easement, and provide
a visual amenity and enhancement to the Subdivision, and in some instances comply with
the requirements of the Governmental Approvals. The Association shall maintain the
Landscaped Areas in a good condition, with the expense thereof being a Common
Expense. No Landscaped Area may be altered in contravention of the Governmental
Approvals. Common Property devoted to other purposes may contain Landscaped Areas
as a part thereof.

{b) Surface Water Management System Facilities. Some of the Surface Water
Management Facilities are located on land that is designated Common Property pursuant
to this Declaration, are located on land that is owned by the Association, or located on land
that is subject to an easement in favor of the Association and its successors. All such
tand, interests in land, and facilities that form a part of the Surface Water Management
System shall be Common Property.

(c) Open Spaces. Open Spaces may be left substantially in their natural state. and
be availabie for passive use such as walking and hiking and exercise, but may also be
used to provide access to other Common Property for maintenance or other purposes.
Open Space may be combined with Landscaped Areas, and serve as a visual amenity for
the Subdivision.
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{d) Recreational Areas. Recreation Areas may be established on certain parts of the
Common Property, and may contain such active or passive facilities as the Declarant may
determine, subject to the requirements of the Governmental Approvals.

{e) Other Easements. Any other easements or other use rights granted to the
Association, including those private easements reflected on the Plat, or in other
instruments, which easements are granted or reserved either to the Association, to the
Declarant and subsequently assigned to the Association, or which are appurtenant to the
Subdivision, or parts thereof.

Common Property areas may be developed or used for more than one use or purpose. For
example, certain tracts of Common Property may include Landscaped Areas and Surface Water
Management System Facilities or, a Common Property tract may contain Open Spaces and
portions of a Recreation Area. For such Common Property committed to multiple uses or
purposes, all restrictions and requirements for each designated use or purpose shall apply, and in
the event of any conflict, the more restrictive provision shall apply.

4.4. Common Property. Common Property located within, or associated with, the
Subdivision is as follows:

(a) Initial Common Property.
{1) Common Property as shown on the Plat.
(2) Surface Water Management System Facilities located within the Subdivision.

4.5 Members’ Easement of Enjoyment. Declarant grants o each Owner a non-
exclusive right and easement of the use, access, and enjoyment in and to the Commaon Property
for its intended purposes. Said easement is appurtenant to, and passes with such Owner's Lot.
An Owner may delegate and extend his right of use and enjoyment of the Common Property to
the members of his Family, and, with respect to a Lot subject to Lease, to the Tenant, and their
respective invitees, or social Guests, subject to this Declaration. No Owner may exempt himself
from personal liability for Assessments or Owner Charges, nor release the Lot owned by him from
the liens and charges for such Assessments and Owner Charges by waiver of the use and
enjoyment of the Common Property, or the non-use thereof, or by abandonment of his Lot. The
rights and easements of enjoyment in the Common Property are subject to reasonable rules and
regulations governing the use of the Common Propenrty adopted by the Board pursuant hereto, the
terms of this Declaration, the Governmental Approvals, the rights of County and other
governmental agencies having jurisdiction.

4.6. Title to Common Property. Declarant agrees that it will transfer the Common
Property to the Association prior to or contemporaneously with the transfer and conveyance by
Declarant of one or more Lots to a person or entity other than Declarant or an entity controlled by
Declarant or a Builder Member, such transfer to be free and clear of all liens and encumbrances,
except ad valorem taxes for the year in which the transfer takes place, the provisions of this
Declaration, and easements, other rights and reservations of record. Any conveyance shall be by
Special Warranty Deed, and the Association agrees to accept such deed. Declarant shall not be
obligated to provide any title insurance or a survey of the Common Property. Prior to such
transfer, Declarant may retain ownership of any and all parts of the Common Property, subject to

12
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the Members’ easement of use and enjoyment, and may encumber all or any part thereof by such
mortgages as Declarant may determine. Notwithstanding retained ownership by Declarant, the
Association shall be required to carry out its maintenance and other responsibilities with respect to
such parts of the Common Property as have been made available for the use of the Members.

ARTICLE 5
ASSESSMENTS AND OWNER CHARGES

5.1. Personal Obligation and Lien for Assessments.

(a) Personal Obligation. Each Owner covenants and agrees to pay to the
Association all Assessments levied with respect to each Lot in which such Owner has an
ownership interest. Each Assessment, together with Delinguency Charges levied with
respect thereto, is the personal obligation of the Owner of a Lot at the time when the
Assessment is due and shall remain the personal obligation of such Owner
notwithstanding that such Owner may no longer own the Lot. Additionally, an Owner is
jointly and severaily liable with the previous Owner of a Lot for all unpaid Assessments
{and applicable Delinquency Charges) that come due up to the time of transfer of title to
the Lot. This liability is without prejudice to any rights and obligations the successive
Owners may have for the ultimate allocation of liability between them in accordance with
any agreements they may have.

{b) Lien. The Association has a lien on each Lot to secure the payment of all
Assessments levied with respect to such Lot, together with Delinquency Charges thereon.
Except as otherwise provided in Section 5.12, the lien of the Association is effective from,
and shall relate back to, the date upon which this Declaration is recorded in the Public
Records, with respect to the Initial Property, and the date a Supplemental Declaraticn
submitting additional property is recorded in the Public Records with respect to Lots
subjected to this Declaration thereby. The Association may record in the Public Records a
Lien Notice setting forth amounts claimed due the Association as to any one or more Lots.
The execution and recording of such Lien Notice shall not, however, be required in order
for the continuing lien for Assessments to be valid, provided that the recording of such
Lien Notice may determine the priority of such lien. The Lien Notice shall secure all
unpaid Assessments which are then due and which may accrue subsequent to the
recording cf the Lien Notice, as well as all Delinquency Charges.

5.2. Purposes of Assessments. Assessments levied by the Association shall be used
only for the purposes set forth in this Declaration, the Articles and Bylaws.

5.3. Budget. For each Fiscal Year, the Board shall prepare and adopt an annual
budget reflecting the estimated revenues and expenses for the Fiscal Year and the estimated
surplus or deficit as of the end of the year immediately preceding the Fiscal Year. The Board shall
separately segregate and identify budget items by expense classification. The budget shall
include any amounts established for reserves and may include reasonable contingency funds.
The budget shall set out separately all fees or charges for recreational amenities, if any, whether
owned by the Association, Declarant or others. Each Member shall be provided either with a copy
of the annual budget or a written notice that a copy of the budget is available upon request at no
charge to the Member. A copy of a budget must be provided within ten (10) business days after
receipt of a written request by the Association. The budget shall be adopted not later than thirty
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