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DECLARATION OF COVENANTS, CONDITIONS,
RESTRICTIONS AND RESERVATIONS
OF
SAGE CREST, A SUBDIVISION

(Benton County, Washington)

. 4
THIS DECLARATION is made as of this [fz day of 2621’44@# , 2010 by the

undersigned, hereinafier referred to as “Declarant.”
RECITALS

A Declarant owns certain real property focated within the State of Washington, which
property and improvements are commonly known as “Sage Crest,” and is located on land more
particularly described in Exhibit A attached hereto and incorporated herein (the “Property”). As is
more particularly provided in this Declaration, the Property may be developed in phases. Phase 1 of
the Property is more particularly described in Exhibit B attached hereto and incorporated herein
(“Phase 1”). Initially, only Phase 1 is are subjected to this Declaration (the “Project™). Additional
property, including all or any portion of the remaining Property and other property not described in
this Declaration, may be annexed to and made a part of the Project by the recording of an appropriate
amendment to this Declaration in accordance with Article 17.

B All Common Areas of the Project are to be described in this Declaration or shown on
Plat Maps recorded in conjunction with this Declaration.

C. For the benefit and protection of the Project, to enhance its value and attractiveness,
and as an inducement to venders and investors to make and purchase loans secured by Homes and
Lots within the Project, Declarant agrees to provide herein for a comprehensive system of land use
and building controls within the Project.

NOW, THEREFORE, Declarant, being the sole owner of the Project, hereby makes this
Declaration for the purpose of subjecting the Project to this Declaration, and declares that the Project
described herein shall be held, conveyed, encumbered, leased, rented, used, occupied and improved
subject to the following covenants, conditions, restrictions, reservations, grants of easement rights,
rights of way, liens, charges and equitable servitudes, which are for the purpose of protecting the
value and desirability of the Project and shall be binding on all parties having any right, title or
interest in the Project or any part thereof, and shall inure to the benefit of each owner thereof. Any
conveyance, transfer, sale, assignment, lease or sublease of a Lot or Home in the Project shatl and
hereby is deemed to incorporate by reference all provisions of this Declaration. The provisions of
this Declaration shall be enforceable by Declarant, any Lot Owner, the Association and any first
Mortgagee of any Lot.
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ARTICLE 1
INTERPRETATION

1.1 Liberal Construction

The provisions of this Declaration shall be liberally construed to effectuate its purpose of
creating a uniform plan for the operation and maintenance of the Project.

1.2 Covenant Running with Land

This Declaration shall be operative as a set of covenants running with the land, or equitable
servitudes, binding on Declarant, its successors and assigns, all subsequent owners of the Property or
any part thereof, together with their grantees, successors, heirs, executors, administrators, devisees or
assigns.

1.3 Declarant is Original Owner

Declarant is the original Owner of all Lots and Property and will continue to be deemed the
Owner thereof except as conveyances or documents changing such ownership regarding specifically
described Lots are filed of record.

1.4  Captions

Captions given to the various articles and sections herein are for convenience only and are
not intended to modify or affect the meaning of any of the substantive provisions hereof.

1.5 Definitions

1.5.1 “Architectural Control Committee” or “ACC” means the committee
established pursuant to Article 6.

1.5.2  *“Articles” means the articles of incorporation of the Association, as defined
below.

1.5.3 “Assessments” means all sums chargeable by the Association (or by
Declarant in exercising Special Declarant Rights) against a Lot, including without limitation (a)
regular and special assessments for Common Expenses and Home Expenses, (b) deposits and
contributions to working capital established pursuant to Section 8.16, (c) special charges against a
Lot Owner for work done on the Owner’s Lot, (d) fines, (¢) interest and late charges on any
delinquent account, and (f) costs of collection, including reasonable attorneys’ fees incurred in
connection with the collection of a delinquent Owner’s account.

1.5.4 *“Association” means Sage Crest Owner’s Association, a Washington non-
profit corporation, as described more fully in Article 4, and its successors and assigns. The term
“Association” shall be deemed to refer to the Declarant when exercising Special Declarant Rights
otherwise permitted to the Association.

—2-
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1.5.5 “Board” means the board of directors of the Association, as provided for in
Article 5.

1.5.6 “Bylaws” means the bylaws of the Association as they may from time to time
be amended.

1.5.7 “Builder” means a person or entity who acquires title to one or more Lots for
the purpose of, in the ordinary course of business, of constructing Homes for resale.

1.5.8 “Common Area” or “Common Areas” means all real property (including
the improvements thereto) within the Project designated as Common Area(s) in Section 2.1 or an
amendment to this Declaration or in the Plat Maps for the Project.

1.5.9 “Common Expenses” means those expenses incurred by the Association
and paid by Assessments levied against Lots. Common Expenses shall not include Home Expenses.

1.5.10 “Common Expense Percentage” shall mean the portion of the Common
Expenses which each Lot must pay. The Common Expense Percentage for all Lots shall be an equal
amount.

1.5.11 “Declarant” shall mean Kennewick Acquisition Co. III, LLC, a Washington
limited liability company, and its successors and assigns if such successors or assigns should (a)
acquire more than on¢ undeveloped Lot from the Declarant for the purpose of development, and (b)
be specifically assigned the rights and duties of Declarant by written instrument in recordable form.

1.5.12 “Declaration” shall mean this Declaration of Covenants, Conditions,
Restrictions and Reservations for Sage Crest, a Subdivision, and any amendments thereto.

1.5.13 “Home” shall mean and refer to any structure, or portion of a structure,
located on a Lot, which structure is designed and intended for use and occupancy as' a residence or
which is intended for use in connection with such residence.

1.5.14 “Home Expenses” shall mean those expenses incurred by the Association
solely relating to or benefiting Homes (and not Common Areas).

1.5.15 “Lot” shall mean and refer to any plot of land shown upon any recorded Plat
Map of the Project, excluding Common Areas. Ownership of a Lot shall include ownership of the
Home and improvements now or hereafter constructed on such Lot. “Lot” shall not include any land
now or hereafter owned by the Association or by all of the Lot Owners as tenants-in-common, nor
include any land shown on the Plat Map but dedicated to the public or to a governmental entity.

1.5.16 “Maintenance Agreement” means the Maintenance Agreement for Brinkley

Farms Preliminary Plat, 07-01 between the City of Kennewick (“City”) and Declarant, incorporated
herein by reference.
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1.5.17 “Member” means a person entitled to membership in the Association
pursuant to Section 4.3.

1.5.18 “Mortgage” shall mean a recorded mortgage or deed of trust that creates a
lien against a Lot and shall also mean a real estate contract for the sale of a Lot.

1.5.19 “Mortgagee” shall mean the beneficial owner, or the designee of the
beneficial owner, of an encumbrance on a Lot created by mortgage or deed of trust and shall also
mean the vendor, or the designee of a vendor, of a real estate contract for the sale of a Lot.

1.5.20 “Owner” shall mean and refer to the record owner, whether one or more
persons or entities, of a fee simple title to any Lot which is a part of the Project and except as may be
otherwise expressly provided herein, shall, in the case of a Lot which has been sold pursuant to a real
estate contract, include any person of record holding a vendee’s interest under such real estate
contract, to the exclusion of the vendor thereunder. Any person or entity having such an interest
merely as security for the performance of an obligation shall not be considered an owner.

1.5.21 “Person” shall include natural persons, partnership corporations, associations
and personal representatives.

1.5.22 “Phase 1” shall mean that portion of the Project legally described on Exhibit

1.5.23 “Plat Maps” shall mean the recorded final plat(s) depicting the layout of the
Lots in the Project, including any amendments thereto.

1.5.24 “Project” shall mean any real property (including any improvements and
structures thereon) as are now or hereafter subjected to this Declaration and brought within the
jurisdiction of the Association. Initially, the Project is comprised of Phase 1 and the Designated Wet
Area. The Project shall also include any additional property, including all or any portion of the
Property or other property not described in this Declaration, subsequently annexed to and made a part
of the Project from time to time by the recording of appropriate amendment(s) to this Declaration in
accordance with Article 17.

1.5.25 “Property,” shall mean the real estate described in Exhibit A and any
additions thereto (together with all improvements and structures thereon).

1.5.26 “Special Declarant Rights” shall mean rights and powers reserved by
Declarant under Section 5.2,

1.5.27 “Transition Date” shall mean the earlier of the following: (i) 60 days after
the date on which Declarant no longer owns any of the Property (including the Project and any other
Property described in this Declaration for possible annexation to the Project as provided in Article
17), or (ii) the seventh anniversary of the recording of this Declaration, or (iii) the date on which
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Declarant elects to permanently relinquish all Special Declarant Rights by written notice to all
Owners.

1.6  Percentage of Mortgagees

For purposes of determining the percentage of first Mortgagees approving a proposed
decision or course of action a Mortgagee shall be deemed a separate Mortgagee for each Lot on
which it holds a Mortgage that constitutes a first lien on said Lot.

1.7 Percentage of Owners

For purposes of determining the percentage of Owners approving a proposed decision or
course of action, an Owner shall be deemed a separate Owner for each Lot owned.

ARTICLE 2
OWNERSHIP OF COMMON AREAS

2.1 Description of Common Areas

The Common Areas shall consist of the following plots of land within the Project, together
with any additional real property (including the improvements thereto) within the Project designated
as Common Area(s) in an amendment to this Declaration or in the Plat Maps for the Project:

2.1.1 Tracts A and B. Tracts Aand B, as shown on the Plat Maps for Phase 1, are
designated as landscape tracts and they shall be owned by the Association upon recording of this
Declaration. Landscaping within Tracts Aand B shall be maintained by the Association.
Landscaping in any right of way adjacent to Tracts Aand B shall be governed by Section 5.4.6 and/or
Section 7.33 of this Declaration.

2.1.2 Traet C. Tract C, as shown on the Plat Maps for Phase 1, is reserved for the
stormwater drainage, retention and detention. Tract C shall be owned by the Association upon
recording of this Declaration; providing, that the Association (or the Declarant until the Transition
Date) may dedicate all or any portion of Tract C, or grant an easement thereon, to the Kennewick
Irrigation District or other appropriate governmental entity for such purpose. The Association may
use Tract C for any other lawful purpose not inconsistent with the foregoing purpose and other
provisions of this Declaration.

2.2 Common Areas Conveyed to Association

Declarant, by recording this Declaration and the Plat Maps, conveys and quit claims the
Common Areas to the Association. The Common Areas, if any, within any subsequent phase will be
deemed to be conveyed and quit claimed to the Association upon the recording of an amendment to
this Declaration incorporating such phase within the Protect and will be depicted on the Plat Maps,
and/or in the Declaration amendment, recorded in conjunction with such phase.
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2010-002695 Page 7 of 50
02/01/2010 09:52:39 AM

2.3 Disposition Upon Dissolution of the Association

In the event the Association should be dissolved, maintenance of the Commons Areas shall
be governed by the Maintenance Agreement between the City and Declarant or, at the election of the
City, the Common Areas shall be dedicated to the City or an appropriate public agency to be used for
purposes similar to those for which the Association was created. Such public agency may, in its
discretion in accordance with applicable law, establish cne or more local improvement districts for
the purpose of levying special assessments on the Lots within the Project benefited by such Common
Areas, including any improvements therein, in order to pay in whole, or in part, the costs associated
with such Common Areas formerly paid by the Association. In the event that such dedication is
refused acceptance, the Common Areas shall be granted, conveyed and assigned to any nonprofit
corporation, association, trust or other organization to be devoted to such similar purposes. Absent
such dedication, grant, conveyance or assignment, each Lot shall be deemed to have an equal and
undivided interest in the Common Areas. In such event, (a) such undivided interest in such Common
Area shall be appurtenant and inseparable from the ownership of a Lot, (b) such undivided interest
shall not be subject to any right of partition, and (c) the provisions of this Declaration and the Plat
Map shall control over any conflicting principles of common law applicable to tenancy in common
interests.

2.4 Dedicated Common Areas

The Common Areas shall exclude those portions of Common Areas (and improvements
thereto) which have been or may hereafter be dedicated to and owned by a governmental entity.

2.5 Control of Common Areas

Subject to Section 5.2 (Special Declarant Rights) and the Maintenance Agreement, the
Association (and the Owners who are Members thereof) have the responsibility and obligation to
maintain, repair and administer the Common Areas in a clean, attractive, sanitary and safe condition
and in full compliance with applicable governmental laws, rules and regulations and the provisions of
this Declaration. Any Owner adjacent to the Designated Wet Area, or other common open area,
may, at the Owner’s cost, remove dead, diseased or dangerous trees or vegetation after receiving
authorization from the Board, and, if required by law, from any governmental entity having
jurisdiction. Except as otherwise provided herein, maintenance of any sidewalk planter strip shall be
the responsibility of the Lot Owner whose Lot directly abuts the planter strip. Where a planting strip
abuts on a Common Area, the maintenance responsibility shall be the obligation of the Association.

ARTICLE 3
OWNERS’ PROPERTY RIGHTS

3.1 Owners’ Easements of Enjoyment

Every Owner shall have a non-exclusive, right and easement, in common with all Owners, of
enjoyment in and to the Common Areas, which shall be appurtenant to and shall pass with the title to
every Lot, subject to the following provisions:
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3.1.1 The Association may totally bar or restrict use of portions of the Common
Areas where ordinary use could be dangerous, unreasonably increase Association costs, or be
detrimental to the environment, or is inconsistent with its designation on the Plat.

3.1.2 The Association shall have the right to suspend the voting rights and right to
use of Common Areas of an Owner for any period during which any Assessment against his Lot
remains unpaid, and for a period not to exceed sixty (60) days for any infraction of its published rules
and regulations. Until the Transition Date, the Association shall be required to exercise its right to
suspend the voting rights of, and the right to the use of the recreational facilities by, a Member for
non-payment of an Assessment, upon the request of the Declarant.

3.1.3 The Association shall have the right to dedicate or transfer all or any part of
the Common Area, including easements across said properties to any public agency, authority, or
utility for such purposes and subject to such conditions as may be agreed to by the Members of the
Association. No such dedication or transfer shall be effective unless approved by 75% of the Owners
and by the Declarant (until the Transition Date) and the provisions of Article 14 hereof have been
observed; provided, only a majority of Owners and the Declarant (until the Transition Date) will be
necessary to approve dedicating a storm retention pond, irrigation or drainage channel, or similar
facility, if any, to a public agency, authority or utility which shall maintain such facility.

3.1.4 The Association, in accordance with this Declaration and its Articles and
Bylaws, may borrow money for the purpose of improving the Common Area and facilities and in aid
thereof to mortgage said property, but the rights of such mortgagee in, said property shall be
subordinate to the rights of the Owners under this Declaration and subject to the provisions of
Section 1.1.

3.1.5 Until the Transition Date, the exercise by the Association of its rights and
powers under this Section 3.1 shall be subject to Section 5.2 (Special Declarant Rights).

3.2 Delegation of Use
Any Owner may delegate (in accordance with the Bylaws) his right of enjoyment to the
Common Area and facilities to the members of his family, tenants or contract purchasers who reside

in such Owner’s Home, and (subject to regulation by the Asscciation) to his temporary guests.

ARTICLE 4
OWNERS ASSOCIATION

4.1 Establishment
There is hereby created the Association to be called Sage Crest Owner’s Association.
4.2 Form of Association

The Association shall be a nonprofit corporation formed and operated pursuant to
Chapter 24.03, Revised Code of Washington.

.
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43 Membership

43.1 CQualification. The membership of the Association at all times shall consist
exclusively of the Owners of all Lots in the Project. Each Owner of a Lot in the Project (including
Declarant) shall be a Member of the Association and shall be entitled to one membership for each
Lot so owned. Ownership of a Lot shall be the sole qualification for membership in the Association.

432 Transfer of Membership. The Association membership of each Owner
(including Declarant) shall be appurtenant to the Lot giving rise to such membership, and shall not be
assigned, conveyed, pledged or alienated in any way except upon the transfer of title to said Lot and
then only to the transferee of title to such Lot. Any attempt to make a prohibited transfer shall be
void. Any transfer of title to a Lot shall operate automatically to transfer the membership in the
Association appurtenant thereto to the new Owner thereof.

44  Voting

4.4.1 Classes of Voting Membership. The Association shall have two classes of
voting membership.

Class A Class A Members shall be all Owners (except Declarant shall not be a Class
A Member until the Transition Date). Class A Members shall be entitled to
one vote for each Lot owned.

Class B The Class B Member shall be the Declarant, which shall be entitled to
three (3) votes for each Lot owned.

(a) Termination of Class B Membership. The Class B membership
shall cease and be converted to Class A membership on the Transition Date.

442 Combining Class A and B Votes. In determining whether any given
proposition shall have been approved by the membership, the total number of Class A and Class B
votes shall be combined and the appropriate percentage applied against that combined number.

4.4,3 Number of Votes. Except as provided above, the total voting power of all
Owners shall equal the number of Lots at any given time and the total number of votes available to
Owners of any one Lot shall be one vote.

4.5 Bylaws of Association

Bylaws for the administration of the Association and the Project (and to further the intent of
this Declaration) shall be adopted or amended by the Owners at a regular or special meeting;
provided, that the initial Bylaws shall be adopted by Declarant. The Bylaws shall provide which, if
any, of the powers the Board or Association officers may delegate to other persons or to a managing
agent.
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ARTICLE 5
MANAGEMENT OF THE ASSOCIATION

5.1 Administration of the Project

The Owners covenant and agree that the administration of the Project shall be in accordance
with the provisions of this Declaration and the Articles, Bylaws and rules and regulations, if any, of
the Association, which are made a part hereof. In the event of any conflict between this Declaration
and any provision of the Articles, Bylaws or rules and regulations of the Association, this Declaration
shall prevail. In the event of any conflict between the Articles and any Bylaws, the provisions of the
Articles shall prevail.

5.2  Special Declarant Rights

Notwithstanding anything in this Declaration or in the Articles, Bylaws or rules and
regulations to the contrary, Declarant reserves unto itself and to its managing agent the right (but not
the obligation) to exercise any or all of following rights and powers (““Special Declarant Rights”) at
any time from time to time until the Transition Date without the assent of the Board or Owners:

(a) any or all of the rights and powers otherwise permitted to the Association {or the
Board on behalf of or acting for the Association) under this Declaration;

(b) the right to approve or disapprove the exercise by the Association (or by the Board on
behalf of or acting for the Association) of any such right or power;

(c) the right to require the Association, upon request by Declarant, to enter into any
contract, lease, agreement or other undertaking proposed by the Declarant prior to the Transition
Date (or to accept the assignment and assumption thereof if entered into by Declarant prior to the
Transition Date) in the exercise of the Special Declarant Rights reserved under subparagraph (a) or
(b) above, on such terms as may determined in good faith by Declarant; provided, however,
subparagraph (c) shall not apply to (i} any management or employment contract having a term
continuing after the Transition Date, (ii) any contract or lease between the Declarant and an affiliate
of a Declarant or any lease of Common Area, except on terms which are commercially reasonable, ot
(iii) any contract or lease that is not bona fide or was unconscionable to the Owners at the time
entered into under the circumstances then prevailing;

(d) any other right expressly reserved to the Declarant (or Declarant’s managing agent)
hereunder which, by its terms, must be exercised, if at all, by the Transition Date, including but not
limited to Declarant’s right under Article 17 to annex property to the Project, to convert Lots to
Common Area, or (subject to any necessary approval under Section 17.6) to convert Common Area
te Lots.

Until the Transition Date, the Board shall provide to the Declarant reasonable notice not less
than 30 days before the Association or Board takes or commits to take any action which is subject to
Declarant’s right of approval or disapproval under subparagraph (b) above. No action disapproved
by the Declarant (or by Declarant’s managing agent) under this Section will be taken. Any action

—9_
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taken or committed to be taken by the Association or Board in violation of the provisions of this
Section shall, at the option of Declarant, be deemed null and void. Nothing herein shall diminish the
responsibility of the Association and the Board to take such action (not disapproved as provided
herein) as shall be reasonably required of them in furtherance of the intent and purposes of this
Declaration.

Declarant may, from time to time, elect by written notice to all Owners to relinquish any or
all Special Declarant Rights. The Transition Date, if it has not already occurred, will occur upon
Declarant’s election to permanently relinquish all Special Declarant Rights. The relinquishment of
Special Declarant Rights by Declarant pursuant to this paragraph shall not affect rights and
entitlements of Declarant in its capacity as the Owner of any Lot or Home or otherwise available to
Declarant under this Declaration or applicable law.

Declarant, by reserving or exercising Special Declarant Rights or any other rights under this
Declaration, does not assume the primary authority of the Board to manage the affairs of the
Association. Nor does this Declaration impose any obligation on Declarant to exercise such rights on
behalf of the Association or the Board. The reservation of rights by Declarant is an exception to
Declarant’s grant of rights and power to the Association (and to the Board on behalf of the
Association) to administer, manage and control the Project. Neither the exercise of, nor the failure to
exercise, any Special Declarant Rights or other rights available to Declarant (or to Declarant’s
managing agent) shall be construed as a waiver or a relinquishment of such rights for the future. No
waiver of any such rights shall be deemed to have been made by Declarant (or Declarant’s managing
agent) unless expressed in writing and signed by the Declarant.

53 Management by Elected Board of Directors

The primary authority to manage the Association is hereby vested in a Board elected from
among the Lot Owners. The number of directors shall be specified in the Bylaws and shall be
sufficient to adequately handle the affairs of the Association. Except as otherwise provided herein,
decisions shall be determined by a majority vote of the directors entitled to vote. The Board may
delegate all or any portion of its administrative duties to a managing agent or officer of the
Association, in accordance with the provisions of the Bylaws. All Board offices shall be open for
election at an organizational meeting. The Board shall elect from among its Members a president
who shall preside over meetings of the Board and the meetings of the Association. In determining
the qualifications of any officer or director of the Association, the term “Lot Owner” in such context
shall be deemed to include any director, officer, partner in, or trustee of any person, who is, either
alone or in conjunction with another person or persons, a Lot Owner. Any officer or director of the
Association who would not be eligible to serve as such if he or she were not a director, officer,
partner in, or trustee of such a person shall be disqualified from continuing in office if he or she
ceases to have any such affiliation with that person, or if that person would have been disqualified
from continuing in such office as a natural person.

— 10—

SEA/107652/126381/DAO/300531.5




2010-002695 Page 12 of 50
02/01/2010 09:52:39 AM

5.4 Authority and Duties of the Board

Subject to Section 5.2 (Special Declarant Rights), the Board, on behalf of and acting for the
Association, for the benefit of the Project and the Owners, shall have all powers and authority
permitted to the Board under this Declaration, including but not limited to the following:

5.4.1 Assessments. Establish and collect regular Assessments (and to the extent
necessary and permitted hereunder, special Assessments) to defray expenses attributable to carrying
out its duties hereunder and maintain an adequate reserve fund for the maintenance, repair and
replacement of those portions of the Common Areas or facilities which must be maintained, repaired
or replaced on a periodic basis, which reserve shall be funded by the above Assessments.

5.4.2 Services. Obtain the services of persons or firms as required to properly
manage the affairs of the Project to the extent deemed advisable by the Board, including legal and
accounting services, property management services as well as such other personnel as the Board
shall determine are necessary or proper for the operation of the Project, whether such personnel are
employed directly by the Board or are furnished by the managing agent or management firm.

5.4.3 Utilities. Obtain water, sewer, garbage collection, electrical, telephone, gas
and any other necessary utility service, including utility easements and street lighting, as required for
the Common Area.

5.4.4 Insurance. Obtain and pay for policies of insurance or bonds providing
(a) Common Area casualty and liability coverage,
(b) Fidelity of Association officers and other employees.
Insurance under clauses (a) and (b) be in accordance with the requirements set forth herein.

5.4.5 Common Area Maintenance/Repair. Pay the costs of painting,
maintenance, repair and all landscaping and gardening work for the Common Areas and
improvements located thereon so as to keep the Project in a good, clean, atiractive, sanitary and safe
condition and in full compliance with applicable governmental laws, rules and regulations and the
provisions of this Declaration. Replace and repair the furnishings and equipment for the Common
Area as the Board shall determine are necessary and proper.

5.4.6 Maintenance of Rights of Way, etc. To the extent deemed advisable by the
Board and as required by the Maintenance Agreement, pay the costs of maintaining and landscaping
rights of way, traffic islands and medians, or other similar areas which are within or adjacent to the
Project boundaries, and which are owned by or dedicated to a governmental entity, if said
governmental entity fails to do so; provided, the Board at its option may require a Lot Owner at the
Owner’s expense to maintain and landscape such areas as are adjacent to such Owner’s Lot.

5.4.7 Fences, ete. To the extent deemed advisable by the Board, pay the cost of
maintaining, repairing and replacing perimeter and interior fences, if any, and landscaping and

—11-
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improvements on easements, if any, which are located an or across Lots, provided, the Board at its
option may require a Lot Owner at the Owner’s expense to maintain, repair and replace such fences,
landscaping and improvements as are adjacent to such Owner’s Lot.

5.4.8 Lot and Lot Improvement Maintenance. In the event an Owner of any Lot
or Home in the Project shall fail to maintain the premises and the improvements situated thereon in
accordance with the provisions of this Declaration, the Association, after approval by two-thirds (2/3)
vote of the Board, shall have the right, through its agents and employees, to enter upon said parcel
and to repair, maintain, and restore the Lot and any other improvements erected thereon. The cost of
such maintenance shall be added to and become part of the Assessment to which such Lot or Home is
subject.

5.4.9 Lien/Encumbrance. The Board may pay any amount necessary to discharge
any lien or encumbrance levied against the Common Areas or any part thereof which is claimed to or
may, in the opinion of the Board, constitute a lien against the Common Areas, rather than merely
against the interest therein of particular Owners. Where one or more Owners are responsible for the
existence of such lien, they shall be jointly and severally liable for the cost of discharging it, and any
costs and expenses (including court costs and attorney fees) incurred by the Board by reason of such
lien or liens shall be specially charged against the Owners and the Lots responsible to the extent of
their responsibility.

5.4.10 Enforce Declaration. Enforce the applicable provisions of this Declaration
for the management and centrol of the Project.

5.4.11 Materials, Services, ete. Contract and pay for any materials, supplies, labor
or services which the Board should determine are necessary or proper for the enforcement of this
Declaration, including legal, accounting, management or other services, provided that if for any
reason any materials, supplies, labor or services are provided for particular Lots or their Owners, the
cost thereof shall be specially charged to the Owners of such Lots.

5.4.12 Attorney-in-Fact. Each Owner, by the mere act of becoming an Owner,
irrevocably appoints the Association as his attorney-in-fact, with full power of substitution, to take
such action as reasonably necessary to promptly perform the duties of the Association and Board
hereunder, including but not limited to the duties to maintain, repair and improve the Project, to deal
with the Project upon damage or destruction, and to secure insurance proceeds.

5.4.13 Borrowing of Funds. In the discharge of its duties and the exercise of its
powers as set forth herein, but subject to the limitations set forth herein, the Board may borrow funds
on behalf of the Association.

5.4.14 Adoption of Rules and Regulation. When and to the extent deemed
advisable by the Board, to adopt reasonable rules and regulations governing the maintenance and use
of the Project and other matters of mutual concern to the Lot Owners, which rules and regulations are
not inconsistent with this Declaration and the Articles and Bylaws and which treat all Owners fairly
and on a non-discriminatory basis.
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5.4.15 Additional Powers of Association. In addition to the duties and powers of
the Association, as specified herein, and elsewhere in this Declaration, but subject to the provisions
of this Declaration, the Association, acting through its Board, shall have the power to do all other
things which may be deemed reasonably necessary to carry out its duties and the purposes of this
Declaration,

ARTICLE 6
ARCHITECTURAL CONTROL

6.1 Construction and Exterior Alteration/Repair

6.1.1 All buildings, structures and other improvements (including, without
limitation, concrete or masonry walls, rockeries, fences, sheds, over-the-air reception devices,
swimming pools, if any, or other structures and improvements) to be constructed within the Project,
and all exterior alterations and repairs (including, but not limited to, re-roofing or re-painting) of any
buildings, structures or improvements in the Project and visible from any public street, Common
Area or other Lot must be approved by the Architectural Control Committee (“ACC”). The ACC
shall be composed of two separate panels: (a) a Builder’s panel consisting of three persons appointed
by the Declarant that will have authority over all of the construction and improvements by Declarant
and/or Builders in the Project, and (b) a homeowners” panel consisting of not less than three nor
more than five persons appointed by the Board that will have authority over all of the construction
and improvements by other Lot or Home Owners. The Builder’s panel shall cease after the Builders
have completed all of the Homes that may be constructed within the Project. Complete plans and
specifications of all such proposed buildings, structures, and exterior alterations and repairs, together
with detailed plans showing the proposed location of the same in the particular buildings site and other
data requested by the ACC, shall be submitted to the ACC before construction, alteration or repair is
started. Construction, alteration or repair shall not be started until written approval thereof is given
by the ACC. Any exterior modifications approved or developed by the Declarant while exercising
Special Declarant Rights will be deemed approved exterior modifications.

6.1.2  The ACC will review submittals as to the quality of workmanship and
materials planned and for conformity and harmony of the external design with proposed or existing,
structures on neighborhood residential Lots or building sites, and as to location of the building with
respect to topography, finish grade elevation and building setback restrictions.

6.1.3 Inthe event the ACC fails to approve or disapprove such design and [ocation
within thirty (30) days after said plans, and specifications have been submitted to it, such approval
will not be required.

6.1.4 All plans and specifications for approval by the ACC must be submitted in
duplicate, at least thirty (30) days prior to the proposed construction or exterior alteration or repair
starting date, unless such requirement is waived in writing by the ACC. Neither the waiver of, nor
the failure to waive, such requirement shall be construed as a waiver or a relinquishment of such
rights for the future. The maximum height of any building shall be established by the ACC as part of
the plan approval and shall be given in writing together with the approval.
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6.1.5 The ACC may require that, said plans or specifications shall be prepared by
an architect or a competent house-designer, approved by the ACC. One complete set said plans and
specifications shall in each case be delivered to and permanently left with the ACC. All buildings or
structures shall be erected or constructed, and all exterior alterations or repairs made, by a contractor,
house Builder or other person or entity approved by the ACC. The ACC shall have the right to refuse
to approve any design, plan or color for such improvements, construction, or exterior alteration or
repair visible from a public street, Common Area or other Lot which is not suitable or desirable, in
the ACC’s reasonable opinion, aesthetic or otherwise.

6.1.6 In so passing upon such design, the ACC shall have the right to take into
consideration the suitability of the proposed building or other structure, and the material of which it
is 10 be built, and the exterior color scheme, to the site upon which it is proposed to erect the same,
the harmony thereof with the surroundings, and the effect or impairment that said structures will have
on the view or outlook of surrounding building sites, and any and all factors, which, in the ACC’s
opinion, shall affect the desirability or suitability of such proposed structure, improvements, or
exterior alteration or repair,

6.1.7 The ACC shall have the right to disapprove the design or installation of a
swimming pool, hot tub or any other recreational structure or equipment undesirable, in the ACC’s
reasonable opinion, aesthetic or otherwise. In so passing upon such design or proposed installation,
the ACC shall have the right to take into consideration the visual impact of the structure and the
noise impact of the related activities upon all of the properties located in close proximity. Any
enclosure or cover used in connection with such a recreational structure or equipment, whether
temporary, collapsible, seasonal, or whatever, shall be treated as a permanent structure for the
purposes of these covenants, and shall be subject to all the conditions, restrictions, and requirements
as set forth herein for all buildings and structures.

6.1.8 The ACC shall have the right in conformance with City ordinances and upon
issuance of any required permits, to require, at an Owner’s expense, the trimming or topping (or, if
deemed necessary by the ACC, removal) of any tree, hedges or shrub on a Lot which the ACC
determines is unreasonably blocking or interfering with the view or access to sunlight of another Lot
or Home.

6.1.9 The ACC shall have the right to specify precisely the size, color and style of
mail and newspaper boxes, and of the post or support on which such boxes are affixed, and their
location within the Project.

6.1.10 Declarant (including any successor in interest to Declarant’s status as
Declarant) shall not be subject to the restrictions of this Section 6.1 as to any Lot owned by
Declarant, either before or after the Transition Date.

6.1.11 The Board may adopt guidelines, criteria, and procedures for the ACC (ACC
guidelines) as Association rules, and prescribe penalties and other methods of enforcement; provided
that, until the Transition Date, the Board may not adopt, amend, or repeal ACC guidelines pertaining
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to either the homeowners’ panel ot the Builder’s panel without the Declarant’s prior written
approval.

6.2 Sales Facilities of Declarant and Builders

6.2.1 Notwithstanding any provision in this Declaration to the contrary, until the
Transition Date, Declarant and any Builder (and their respective agents, empleyees and contractors)
shall be permitted to maintain during the period of sale of Lots and/or Homes upon such portion of
the Project (including any recreation building, but excluding Lots sold to customers) as Declarant
may choose, such facilities as in their sole opinion may be reasonably required, convenient or
incidental to the construction, sale, lease or rental of Lots or Homes, including but not limited to, a
business office, storage area, signs, mode! units, sales office, construction office, and parking arcas
for all prospective tenants or purchasers of Declarant or Builders.

6.2.2 Until the Transition Date, Declarant and Builders may make temporary
alterations to model homes (such as fenced front yards, special entries, and garages) which are not
otherwise permitted by this Declaration or the ACC guidelines for marketing purposes. The selling
Owner must remove the model home alterations and return the Home to full compliance with the
ACC guidelines prior to occupancy by a Home purchaser or tenant. Owners other than Declarant or
Builders may not make such alterations to any Lot or Home.

ARTICLE 7
OWNERS USE/MAINTENANCE OBLIGATION

7.1 Maintenance of Lots

Except as provided in Article 5, each Owner, at such Owner’s sole cost and expense, shall
promptly and continuously maintain, repair and restore his or her Lot (including the yard and
landscaping) and Home and other improvements located thereon, and also such other areas as may be
required pursuant to Article 5, in a good, clean, attractive, safe and sanitary condition and in full
compliance with all applicable governmental laws, rules and regulations and the provisions of this
Declaratien and the rules and regulations of the Association.

7.2 Residential Use

Except as provided in Section 7.6, all Lots and improvements located thereon shall be used
for:

7.2.1 sleeping, eating, food preparation for on-site consumption by occupants and
guests, entertaining by occupants of personal guests and similar activities commonly conducted
within a residential dwelling (without regard to whether the Owner or occupant resides in the Home
as a primary or secondary personal residence or on an ownership, rental, lease or invitee basis),

7.2.2  such other reasonable ancillary purposes commonly associated with

residential dwellings (including without limitation home-offices and home-occupations) which de
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not cause unusual traffic, parking, noise or similar problems, or otherwise violate provisions of this
Declaration, Association rules and regulations, or applicable law for residential dwellings,

7.2.3 the common social, recreational or other reasonable uses normally incident to
such purposes, and

7.2.4 for purposes of operating the Association and managing the Project.

Nothing herein shall be deemed to prevent the Owner from leasing a Home and
improvements subject to all of the provisions of this Declaration.

73 Restriction on Further Subdivision

No Lot or portion of a Lot in the Project shall be divided and sold or resold, or ownership
changed or transferred whereby the ownership of any portion of the Project shall be less than the area
required for the use district in which located. The foregoing shall not prohibit deeds of correction,
deeds to resolve boundary disputes and similar corrective instruments. Lots may be joined and joined
Lots may subsequently be subdivided only into the Lots originally joined.

7.4 Rental Homes

7.4.1 All leasing or rental agreements shall be in writing and be subject to this
Declaration and the Articles and Bylaws (with a default of the tenant in complying with this
Declaration and the Articles and Bylaws constituting a default under the leasc or rental agreement).

7.42 IfalLot is rented by its Owner, the Board may collect, and the tenant or lessee
shall pay over to the Board, so much of the rent for such Lot as is required to pay any amounts due
the Association hereunder, plus interest and costs, if the same are in default over thirty (30) days.
The renter or lessee shall not have the right to question payment over to the Board, and such payment
will discharge the lessee’s or renter’s duty of payment to the Owner for rent to the extent such rent is
paid to the Association, but will not discharge the liability of the Owner and the Lot under this
Declaration for Assessments and other charges or operate as an approval of the lease. The Board
shall not exercise this power where a receiver has been appointed with respect to the Lot or its Owner
or in derogation of any rights which a Mortgagee of such Lot may have with respect to such rents.

7.4.3  Other than the provisions of subsections 7.4.1 and 7.4.2, no other restriction
or prohibition on the rental or lease of a Lot or Home shall be enforceable unless otherwise agreed by
the Owner of the Lot or Home.

7.5 Governmental Regulations

Zoning, building, environmental and other similar governmental regulations applicable to the
Project shall be observed. In the event of any conflict between any such regulations and the
provisions of this Declaration, the more restrictive shall apply.
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7.6 Business Use

No business of any kind shall be conducted on any Lot or Home with the exception of (a) the
business of creating, improving and selling the Lots and Homes located in the Project, (b) uses
otherwise permitted by Section 7.2, and (c) such other non-residential business and commercial uses
permitted by zoning and other laws applicable to a particular Lot. The Lot Owners shall comply with
all of the requirements of the appropriate local governments. No materials, supplies or equipment
used by a business shall be stored on any Lot or Home within the view of another Lot or Home,
except for items relating to an improvement which is under construction in conformance with this
Declaration. Nothing in this section shall be construed so as to prevent or prohibit an Owner from
maintaining his or her professional personal library, keeping his or her personal business or
professional records or accounts, handling his or her personal business or professional telephone
calls, or conferring with business or professional associates, clients, or customers, in such Owner’s
Home.

7.7  Building Setback Requirements

All buildings and other Lot improvements shall comply with all applicable governmental
requirements, including without limitation minimum setback requirements.

7.8 0il and Mining Operations

Subject to mineral reservations of record, no oil drilling, oil development operations, oil
refining, quarrying mining operations of any-kind shall be permitted upon or in any Lot, nor shall oil
wells, tanks, tunnels, mineral excavations or shafts be permitted upon or in any Lot. No derrick or
other structure designed for use in boring for oil or natural gas shall be erected, maintained or
permitted upon any Lot.

7.9 Lot Size

No residential structure shall be erected or placed on any Lot which has a lot area of less than
that required by the government entity having appropriate jurisdiction over the Project.

7.10  Garages

Every Home must have a garage which holds at least one full-size car, truck, boat,
recreational vehicle or other motor vehicle (“vehicle”). All vehicles must be stored in garages or ina
manner which the Board reasonably determines is not offensive when viewed from the street or from
the ground level of adjacent Lots.

7.11 Mobile or Manufactured Housing

Custom designs by licensed architects shall be strongly encouraged and any use of repetitive
design shall be strongly discouraged and or prohibited at the discretion of the ACC. The ACC may
refuse to approve a plan based on design or repetitive use of a plan, or for failure to meet the
approved criteria as set forth. There shall be no mobile or manufactured housing,
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7.12  Driveway Standards
All driveways shall be constructed of a material approved by the ACC.
7.13  Parking

Unless substantially screened from view from the street or from the ground level of adjacent
Lots in a manner reasonably approved by the ACC, no disabled vehicles, recreational vehicles,
commercial vehicles, construction or like equipment, or trailers (utility, boat, camping, horse or
otherwise) shall be allowed to be parked or stered on any rights-of-ways, setback areas or street. If
parked on rear or side yards, vehicles must be adequately screened with at least a six foot solid fence
and otherwise in compliance with the regulations of the ACC. The Board shall have full authority to
determine if any vehicle is obnoxious or undesirable to other Lot Owners and take appropriate steps
to correct such a violation of this covenant.

7.14  Roof
The exterior of all roofs shall be composed of a material and design approved by the ACC.
7.15  Exterior Finish

The exterior of each residence shall be designed, built and maintained in such a manner as to
blend in with the existing structures and landscaping of the Project. All exterior materials and all
exterior colors must be approved by the ACC in accordance with the provisions of this Article.
Exterior trim, fences, doors, railing, decks, eaves, gutters and the exterior finish of garages and other
accessory buildings shall be designed, built and maintained to be compatible with the exterior of the
structures they adjoin.

7.16  Utilities
All utilities shall be installed underground.
7.17 Exterior Telecommunications Equipment

Radio and television dishes and antennas and other over-the-air reception devices
(“OTARD’s”) that are subject to the FCC’s Over-the-Air Reception Devices Rule shall be positioned
as inconspicuously as possible. Any such OTARD shall also be painted as directed by the ACC so as
to camouflage the installation if that will not interfere with the desired service. The ACC shall have
the right to require landscaping or other materials be installed at the Owner’s expense to reasonably
screen any such OTARD from view and to enforce reasonable OTARD safety and maintenance
requirements. ACC approval shall be required for any OTARD mast installation that would be more
than 12 feet in height or any OTARD dish that would be more than three feet in diameter.
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7.18 Fencing

Fences may only be placed along the rear property line and from the front building line to the
rear lot line, cannot exceed 6 feet in height, under no circumstances may obstruct view from any
other Lot, and must be constructed of wood or other material approved by the ACC. Hedges or other
solid screen planting may be used as lot line barriers, subject to the same height restrictions as fences.

7.19  Fireplace Chimneys

Fireplace chimneys must be constructed with material approved by the ACC and otherwise
required by this Declaration.

7.20 Garbage and Refuse

No garbage, refuse, rubbish, cuttings, or debris of any kind shall be deposited on or left
upon any Lot unless placed in an attractive container suitable located and screened from the view of
any other Owner. All equipment for the storage or disposal of such materials shall be kept clean and
sanitary condition. No building material of any kind shall be placed or stored on any property within
the development until the Owner is ready to commence construction, and then such materials shall be
placed within the boundary lines of the Lot upon which its use is intended. Garbage cans may only
be placed in public view on the day of garbage pickup. All woodpiles and storage areas must be
placed so that they do not obstruct or hamper any other Owner’s view and must be suitable screened
from all other Owner’s views.

721 Games and Play Structures

No platform, dog house, playhouse or structure of a similar kind or nature shall be
constructed on any Lot located in front of the rear line of the residence constructed thercon.

7.22  Significant Recreation Facilities

The construction of any significant recreational facilities on any Lot including, but not
limited to, such items as swimming pool, tennis, badminton, or pickle ball courts shall require the
approval of the ACC and shall be subject to the requirements adopted by the ACC.

723  Pets

No animal, livestock, or poultry of any kind shall be raised, fired, or kept on any Lot, except
that cats, dogs, birds, or other household pets may be kept if they are not kept, bred or maintained for
any commercial purpose, and that such pets shall not be kept in numbers or under conditions
reasonably objectionable in a closely built-up residential community or in violation of the reasonable
rules and regulations of the Association. Animals shall not be allowed to roam loose outside the
limits of any Lot in which they are kept.
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7.24 Landscaping

All cleared areas in front of the building line to the street shall be fully landscaped within 30
days, depending on weather conditions, of the time when the house is ready for occupancy. The
Owner shall install or cause to be installed within 6 months of occupancy the balance of all
landscaping unless a longer time is approved by the ACC.

7.25 Signs

No signs of any kind or for any use shall be erected, posted, painted or displayed at any
location within this Project whatsoever, except (a) Project entry and identification signs permitted
by this Declaration; (b) public notice by political division of the State or County or as required by
law, (c) signs of any Builder or the Builder’s agent during the period the Builder is building, selling,
leasing or renting Lots or Homes in the Project, (d) signs not larger than 900 square inches placed by
any Lot Owner or the Lot Owner’s agent on such Owner’s Lot advertising the Lot for sale,

(e) during any election period, political signs not larger than 900 square inches provided that such
signs are removed the day following the election for which they are displayed, or (f) signs installed
or authorized by Declarant prior to the Transition Date for any Project-related purpose.

7.26 Temporary Structures

No trailer, basement, shack, garage, barn or either outbuildings or any structure of a
temporary character shall be erected or placed on the Project for a period exceeding six months. No
building or structure shall be moved onto the Project from any land outside the Project.
Notwithstanding the foregoing, a trailer may be placed and occupied by the designated Project sales
agent with the prior written approval of the Builder’s panel of the ACC, and a construction shack
may be used by an Owner’s construction contractor for a reasonable time during the construction
period.

7.27 Completion of Construction

Any dwelling or structure erected or placed on any Lot shall be completed as to external
appearance, including finish painting or stained, and shall be connected to sewers within six months
after the date of commencement of construction or such longer period of time as may be approved in
writing by the ACC.

7.28 Easements

Easements for the installation and maintenance of utilities and drainage, and irrigation
facilities, are reserved as shown on the recorded Plat Map. Within these easements no structure,
planting or other materials shall be placed or permitted to remain which may damage, or interfere
with the installation and/cr maintenance of such utilities, or which may change the direction of flow
of water through a drainage channel in the easements, or which may obstruct or retard the flow of
water through drainage channels in the easements. The easements on any Lot and all improvements
in it shall be maintained continuously by the Lot Owner.
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7.29 Use During Construction

Except with the prior written approval of the ACC, no person shall reside upon the premises
of any Lot until such time as the improvements to be erected thereon accordance with the plans and
specifications approved by the ACC have been completed. Completion shall be considered receipt of
a final inspection of the dwelling unit by the Building Department having jurisdiction.

7.30 Excavations

Except with the prior permission of the ACC, or except as may be necessary in connection
with the construction of any approved improvement, no excavation shall be made nor shall any dirt
be removed from or added to any Lot herein.

7.31 Nuisances

No noxious, harmful or offensive thing or use shall be permitted or maintained upon any Lot
or upon any other portion of the Project, nor shall anything be done thereon which maybe or may
become an annoyance or nuisance to any Owner.

7.32  Common Drives

Any common drives, walks and paths shall be used exclusively for normal transit and no
obstructions shall be placed thereon or therein except by express written consent of the Board.

7.33  Governmentally Required Maintenance, etc.

Any insurance; maintenance, repair, replacement, alteration or other work, or the monitoring
of such work, which is required by the Maintenance Agreement, any governmental entity (including
without limitation, federal, state or local government, public or private utility provider, local
improvement district, or other governmental or quasi governmental, entity or agency), and regardiess
of whether such requirement is now or hereafter established, and whether imposed in connection with
a building permit or other governmental approval or requirement, and whether involving land within
public rights of way or subject to ownership or exclusive use of one Owner, shall be the sole and
exclusive responsibility of the Association (not the Declarant) and any cost incurred in connection
therewith shall be a Common Expense. In furtherance of the generality of the foregoing, and not by
way of limitation, such work shall include maintenance of any grass-lined swales and proper disposal
of clippings, maintenance of wetland plantings, replacement of wetland and landscape plantings that
die during any required maintenance period, maintenance of public and private storm sewer and
retention systems. Declarant shall have the right, but not the obligation, to perform any such work if
the Association fails to do so. The Association shall promptly upon demand reimburse Declarant for
any costs directly or indirectly incurred by Declarant as a result of the Declarant performing, or the
Association’s failure to perform, such work (including any work necessary to obtain a release, or
avoid a forfeiture, of any cash deposit or other bond made by Declarant).
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7.34 Compliance with Law

All buildings and other improvements shall comply with all applicable governmental
requirements, including without limitation, minimum setback, maximum height and maximum lot
coverage requirements.

ARTICLE 8
COMMON EXPENSES AND ASSESSMENTS

8.1 Lien and Personal Obligation for Assessments

The Declarant, for each Lot and Home owned within the Project, hereby covenants, and each
Owner of any Lot and Home by acceptance of a deed therefor, whether or not it shall be so expressed
in such deed, is deemed to covenant and agree to pay to the Association any Assessment duly levied
by the Association as provided herein. Such Assessments, together with interest, costs, late charges
and reasonable attorneys’ fees, shall be a charge on the land and shall be a continuing lien upon the
property against which each such Assessment is made. Each such Assessment, together with interest,
costs, late charges and reasonable attorneys’ fees, shall also be the personal obligation of the person
who was the Owner of such property at the time when the Assessment fell due. The personal
obligation for delinquent Assessments shall not pass to his successors in title unless the lien for such
delinquent Assessments had been properly recorded prior to title transfer or unless expressly assumed
by them. Notwithstanding the foregoing, in the case of a sale of any Home or Lot which is charged
with the payment of an Assessment or Assessments payable in installments, the person or entity who
is the Owner immediately prior to the date of any such sale shall be personally liable only for the
amount of the installments due prior to said date. The new Owner shall be personally liable for
installments which become due on and after said date.

8.2 Uniform Rate

8.2.1 Common Expenses. Except as otherwise provided in this Declaration,
Assessments to pay for Common Expenses shall be based on the Common Expense Percentage.

8.2.2 Special Changes to Owner. Assessments levied against an Owner for the
purpose of reimbursing the Association for costs incurred in bringing the Owner or his Lot and/or
Home into compliance with the provisions of this Declaration shall be paid solely by that Owner.

8.2.3 Declarant Assessments. Declarant shall pay any Assessment levied against
any Lots owned by it.

8.3 Limitation on Annual Assessment Amount

8.3.1 Board Authority. Subject to Section 5.2 (Special Declarant Rights), the
Board shall have the authority, without obtaining prior approval of the Owners to levy Assessments
in a given calendar year totaling not more than the amount first determined by the Declarant {or if the
Declarant does not determine the initial annual Assessment, then the amount determined by the first
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Board elected by the Owners other than the Declarant and approved by a majority of the Owners).
Assessments included in the foregoing calculation shall not include any Assessments which are
levied against an Owner for reimbursing the Association for costs incurred in bringing the Owner or
his Home and/or Lot into compliance with the provisions of this Declaration.

8.3.2 Inflationary Increase in Limit. The amount initially determined under
Section 6.3.1 shall be increased proportionately by the increase in the Consumer Price Index for the
City of Seattle, Washington, for All Urban Consumers, prepared by the United States Department of
Labor for the base period, January 1 of the year in which this Declaration is recorded, to adjust for
any deflation in the value of the dollar.

8.3.3 Owner Approval Required. Any Assessment to be levied in a given
calendar year which would cause the total of all Assessments for the year to exceed the sum per Lot
permitted by Section 8.3.1 shall require the calling of a meeting of the Association upon notice sent
to all Members not less than 30 nor more than 60 days in advance of the meeting, and the such
Assessment shall be deemed approved unless rejected by 51% of the Owners. In the event any such
Assessment is rejected, the immediately prior Assessment shall continue in effect. In addition, any
borrowing by the Association in any amount shall require the approval of the Members in the manner
set forth herein.

8.4  Manner and Time of Payment

Assessments shall be payable in such reasonable manner as the Board shall designate. Any
Assessment or installment thereof which remains unpaid for at least 15 days after the due date shall
bear interest at the rate of 12% per annum. The Board may also assess a late charge in an ameunt not
exceeding 25% of any unpaid Assessment which has been delinquent for more than 15 days.

8.5 Accounts

Any Assessments collected by the Association shall be deposited in one or more insured
institutional depository accounts in the name of the Association established by the Board. The Board
shall have exclusive control of such accounts and shall maintain accurate records thereof. No
withdrawal shall be made from said accounts except to pay for charges and expenses authorized by
this Declaration. The funds of the Association shall not be commingled with the funds of any other
association, nor with the funds of the Declarant, nor with the funds of any managing agent of the
Assaciation or any other persen responsibie for the custody of such funds.

8.6 Lien

In the event any Assessment or installment thereof remains delinquent for more than 30
days, the Board may, upon 15 days prior written notice to the Owner of such Lot of the existence of
the default, accelerate and demand immediate payment of the entire Assessment. The amount of any
Assessment assessed or charged to any Lot, plus interest, costs, late charges and reasonable
attorney’ fees, shall be lien upon such Lot. A notice of Assessment may be recorded in the office
where real estate conveyances are recorded for the county in which this Project is located. Such
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