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AMENDED & RESTATED
DECLARATION OF COVENANTS, CONDITIONS
AND RESTRICTIONS OF
BELLA MONTE AT DRAPER MEADOWS CONDOMINIUMS

This Amended & Restated Declaration of Covenants, Conditions and Restrictions of Bella
Monte at Draper Meadows Condominiums (this “Declaration™) is executed as of the 11" day of
May, 2007, by BELLA MONTE, LLC, a Utah limited hability company (“Declarant”). This
Declaration supersedes and replaces in its entirety that certain Declaration of Covenants, Conditions
and Restrictions of Bella Monte at Draper Meadows Condominiums dated December 9, 2006 and
recorded in the office of the Salt Lake County Recorder on February 10, 2006, in Book 9254, at
Pages 345-406, as Entry No. 9634620.

RECITALS:
A. Capitalized terms in this Declaration are defined in Article I.
B. The Declarant holds legal title to a certain tract of real property located in Salt Lake

County, Utah, referred to herein as the “Property,” and more particularly described in Exhibit A
attached hereto and incorporated herein by this reference.

C. Declarant intends to develop the Property into a residential condominium project to
be known as “Bella Monte at Draper Meadows Condominiums.” It is intended that the various
Units described in this Declaration, will be conveyed to Owners in fee simple. The Project shall be
subject to the Condominium Act, as hereinafter defined.

NOW, THEREFORE, it is hereby declared that the Property shall be held, sold, conveyed,
leased, rented, encumbered and used, subject to the following Declaration and its covenants,
restrictions, limitations, and conditions, all of which shall constitute covenants which run with the
land and shall be binding on and be for the benefit of the Declarant and its assigns and all owners of
all or any part of the Property, including without limitation any Unit, together with their respective
grantees, successors, heirs, executors, administrators’, devisees and assigns, all as set forth herein.

ARTICLE1
DEFINITIONS

When used in this Declaration (including in that portion hereof titled “Recitals”) the
following terms shall have the meaning indicated:

1.1 “Additional Fand” has the meaning given in Section 15.1.

1.2 *“Articles” or “Articles of Incorporation “ means the Articles of Incorporation of the
Association which have been filed with the Utah State Department of Commerce, Division of
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Corporations and Commercial Code, or which shall be filed at or about the time that this Declaration
is filed for record.

1.3 “Assessment Percentage” means, as to each Unit, the percentage indicated on Exhibit
B attached hereto and incorporated herein by this reference.

1.4 “Association” means Bella Monte Owners Association, Inc., a Utah nonprofit
corporation.

1.5 “Board of Trustees” or “Board” mean the governing board of the Association which
shall be appointed or elected in accordance with the Declaration, the Articles of Incorporation, and
Bylaws of the Association.

1.6  “Bylaws” mean the Bylaws of the Association, as the same may be amended and
supplemented from time to time. The initial Bylaws are attached hereto as Exhibit D.

1.7  “Common Areas” mean that part of the Project which is not specifically included
within the Units. Without limiting the foregoing, the Commons Areas include all roadways, side
walks, walkways, landscaping, clubhouse facilities, and similar improvements within the Project and
all improvements other than utility lines now or hereafter constructed or located thereon.

1.8 “Common Expense Fund” means the fund created or to be created pursuant to the
provisions of Article V and Section 5.2(A) of this Declaration and into which all monies of the
Association shall be deposited. Two separate and distinct funds shall be created and maintained as
part of the Common Expense Fund, one for operating expenses and one for capital expenses,
provided that such separate and distinct funds shall be for accounting purposes and funds allocated
for operating expenses and capital expenses may, at the discretion of the Board, be commingled in a
single account constituting the Common Expense Fund.

1.9 “Common Expenses” mean those costs and expenses arising out of or connected with
the maintenance and operation of the Project and Association as described in Article V hereof and
which determine the assessments made to Owners.

1.10  “Condominium™ means a structure or portion of a structure which is designed and
intended for use and occupancy as a single-family residence, together with all improvements located
on the Unit concerned which are used in conjunction with such residence.

1.11  “Condominium Act” means the Utah Condominium Ownership Act, UTAH CODE
ANN. §57-8-1 ef seq., and all amendments thereto.

1.12  “Condominium Building” means a structure containing multiple Units constituting a
portion of the Project.
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1.13  “Condominium Building Exteriors” mean those portions of the Condominium
Buildings which are open to the elements, such as roofs, exterior walls, exterior doors, footings,
foundations, basement walls, and window wells,

1.14  “Declarant” means BELLA MONTE, LLC, a Utah limited liability company, and/or
any successor thereof which, either by operation of law or through a voluntary conveyance, transfer,
or assignment, comes to stand in the same relation to the Property (or a portion thereof) as did its
predecessor.

1.15  “Declaration” means and refer to this “Declaration of Covenants, Conditions and
Restrictions of Bella Monte at Draper Meadows Condominiums,” including all exhibits hereto, as
the same may hereafter be modified, amended, and supplemented.

1.16  “Eligible Mortgagee” means a First Mortgagee which has requested notice of certain
matters from the Association in accordance with Section 12.1 of this Declaration.

1.17  “FNMA” means the Federal National Mortgage Association.

1.18 “First Mortgage” means any Mortgage which is not subject to any lien or
encumbrance except liens for taxes or other liens which are given priority by statute.

1.19  “First Mortgagee” means any person named as a Mortgagee under a First Mortgage,
or any successor to the interest of any such person under a First Mortgage, which First Mortgage is
not subject to any lien or encumbrance e¢xcept liens for taxes or other liens which are given priority
by statute.

1.20  “Governing Documents” means this Declaration, Articles of Incorporation and
Bylaws for the Association, the Plat, and rules and regulations issued from time to time by the
Association.

1.21  “Insurance Trustee” has the meaning given in Section 6.4(F) below.

1.22  “Limited Common Areas” mean any Common Areas designated as reserved for use
by the Owner of a certain Unit or Units to the exclusion of the other Owners in the Project. Any
parking areas, patios, decks, courtyards, and storage facilities that are identified on the Plat as
Limited Common Areas are permanently assigned to specific Units, as an appurtenance to such
Units, for the exclusive use of such Units. The Plat designates the Unit or Units to which each of the
Limited Common Areas is reserved and appurtenant, if any.

1.23  “Manager” means the person, firm or company, if any, designated from time to time
by the Association to manage, in whole or in part, the affairs of the Association and Project.

1.24 “Member” means every person who holds membership in the Association.
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1.25 “Mortgage” means any mortgage, deed of trust, or other document pledging any
portion of a Unit or interest therein as security for the payment of a debt or obligation,

1.26 “Mortgagee” means a beneficiary of a Mortgage as well as a named Mortgagee.
1.27 “Option to Expand” has the meaning given in Section 15.1.

1.28 “Owner” means the person or persons, including the Declarant, owning a fee simple
interest in a Unit in the Project, as such ownership is shown by the official records of the Salt Lake
County Recorder’s office, State of Utah. The term “Owner” shall not refer to any Mortgagee (unless
such Mortgagee has obtained title in fee simple to a Unit pursuant to a judicial or nonjudicial action,
including without limitation a foreclosure proceeding or any deed or other arrangement in lieu of
foreclosure) or to any person or persons purchasing a Unit under contract (until such contract is fully
performed and legal title conveyed of record).

1.29 “Plat” means the condominium map for Bella Monte at Draper Meadows
Condominiums, recorded in the official records of the Salt lake County Recorder’s office, State of
Utah, on February 10, 2006, in Book 20060, at Page 32, as Entry No. 9634620, and all amendments
thereto.

1.30  “Project” means the Property and the improvements to be constructed thereon as part
of the plan of development, and the ownership of the Property created and governed by this
Declaration, the Articles, and the Bylaws.

1.31  “Property” means the entire tract of real property now or hereafter covered by the Plat.
A description of the real property covered by the Plat on the effective date of this Declaration is set
forth in Exhibit A attached hereto and incorporated herein by this reference.

1.32  “Section” means a numbered section of this Declaration.

1.33  “Supptemental Condominium Plan” has the meaning given in Section 15.1(I}.

1.34 “Trustee” means a member of the Board of Trustees.

1.35  “Unit” means any of the separately numbered and individually described residential
condominium units now or hereafter shown on the Plat. Except where the context specifically
otherwise requires, reference to a Unit shall include reference to the Condominium thereon.

ARTICLE II
PROPERTY DESCRIPTION

The Property initially associated with the Project which is and shall be held, transferred, sold,
conveyed, and occupied subject to the provisions of this Declaration consists of certain real property
situated in Salt Lake County, State of Utah, as more fully described in Exhibit A attached hereto and
incorporated herein by this reference. The actual Units located on the foregoing property are
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described on the Plat and on the attached Exhibit B, and the addresses of the Units are also shown on
the attached Exhibit B.

ARTICLE III
THE ASSOCIATION

3.1 Membership. Each Owner shall be entitled and required to be a Member of the
Association. Membership will begin immediately and automatically upon becoming an Owner and
shall terminate immediately and automatically upon ceasing to be an Owner. Iftitle to a Unitis held
by more than one person, the membership appurtenant to that Unit shall be shared by all such
persons in the same proportionate interest and by the same type of tenancy in which title to the Unit
is held. An Owner shall be entitled to one membership for each Unit owned by such Owner. Each
membership shall be appurtenant to the Unit to which it relates and shall be transferred automatically
by conveyance of that Unit. Ownership of a Unit within the Project cannot be separated from
membership in the Association appurtenant thereto, and any devise, encumbrance, conveyance, or
other disposition of such Unit shall automatically constitute a devise, encumbrance, conveyance, or
other disposition of the Owner’s membership in the Association and rights appurtenant thereto. No
person or entity other than an Owner may be a Member of the Association, and membership in the
Association may not be transferred except in connection with the transfer of a Unit. The Association
shall make available to the Owners, Mortgagees, and the holders, insurers, and guarantors of the First
Mortgage on any Unit current copies of this Declaration, the Articles, the Bylaws, and other rules
governing the Project and other books, records and financial statements of the Association. The term
“available” as used in this Section 3.1 shall mean available for inspection, upon prior request, during
normal business hours or under other reasonable circumstances.

32  Board of Trustees. Until such time as the responsibility for electing the Board of
Trustees of the Association is turned over to the Owners, the Declarant shall have the exclusive right
to appoint and remove all Trustees of the Board of Trustees. This exclusive right of the Declarant to
appoint and remove the Trustees shall terminate after the first to occur of the following:

(A)  Three (3) years from the date on which the first Unit in the Project is
conveyed; or

(B)  One hundred twenty (120} days after seventy-five percent (75%) of the Units
have been conveyed to Owners.

33 Personal Liability. Neither the Declarant, Declarant’s affiliate, parent, or related
entities (collectively “Declarant Entities™), nor any director, officer, manager, sharcholder, member
or employee or agent of Declarant Entities, nor any member of the Board, officer, manager or other
employee or committee member of the Association shall be personally liable to any Member, or to
any other person, including the Association, for any damage, loss, claim or prejudice suffered or
claimed on account of any act, omission to act, negligence or other matter, of any kind or nature
except for acts performed intentionally and with malice.
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3.4  Votes. Each Member shall be entitled to the number of votes which are appurtenant
to such Member’s Unit. Each Unit shall have one (1) vote. The number of votes appurtenant to each
Unit shall be permanent, and shall not change in the event an Owner modifies a Condominium to
increase or decrease the size of such Unit relative to other Units. If there is more than one Owner of
a particular Unit, the votes relating to such Unit shall be exercised as such Owners may determine
among themselves. No Unit shall have more than one (1) vote regardless of the number of persons
having an ownership interest in the Unit. The votes cast at any Association meeting by any of such
Owners, whether in person or by proxy, shall be conclusively presumed to be the votes attributable to
the Unit concerned unless an objection is immediately made by another Owner of the same Unit. If
such an objection is made, the votes involved shall not be counted for any purpose whatsoever other
than to determine whether a quorum exists. The Declarant shall have full voting rights with respect
to each Unit which it owns. For voting purposes, the Declarant shall be deemed to own Units that
have not yet been constructed, but which are identified on Exhibit B, and Units that have been
constructed but have not been sold to third persons, and may cast votes with respect to such Units.

3.5  Maintenance of Condominium Building Exteriors. The Association shall maintain all
Condominium Building Exteriors as follows: paint, repair, replacement and care of roofs, gutters,
down spouts, foundations, window wells, sump pumps, fences, exterior building surfaces, exterior
door and other exterior improvements, as well as all trees, shrubs, grass, walks and steps located on
or around a Unit. Such exterior maintenance shall not include glass surfaces and window screens or
patios included on any Unit. The Association shall have the right of entry to any Condominium or
any Limited Common Area at any time to perform emergency repairs and at other reasonable times
to do other work necessary for maintenance of the Condominium Building Exteriors and the Project.
If the need for maintenance or repair of the Condominium Building Exteriors with respect to a Unit
is caused through the willful or negligent acts of its Owner(s), or through the willful or negligent acts
of the family, guests, tenants or invitees of the Owner(s) of the Unit needing such maintenance or
repair, the cost of such exterior maintenance shall be added to and become a part of the assessment to
which such Unit is subject.

3.6  Professional Management. The Association may carry out through a property
management contract or a Manager those of its functions which are properly the subject of
delegation. The Manager so engaged shall be an independent contractor and not an agent or
employee of the Association, shall be responsible for managing the Project for the benefit of the
Association and the Owners, and shall, to the extent permitted by law and by the terms of the
agreement with the Association, be authorized to perform any of the functions or acts required or
permitted to be performed by the Association itself. Any such management agreement, employment
agreement, lease of recreational or parking areas or facilities, and any other agreement to which the
Declarant is a party that is executed on or before the termination of Declarant’s control of the
appointment of the Board of Trustees as described in Section 3.2 may be terminated by the
Association without cause and without penalty at any time after the termination of such control upon
thirty (30) days’ prior notice to the Manager and/or the Declarant, as applicable. The above term and
termination provisions shall not apply to any other types of service contracts.

3.7  Registered Agent. The registered agent of the Association shall by the person
designated herein to receive service of process on behalf of the Association and/or Project in
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accordance with the Condominium Act. The name and address of the initial registered agent of the
Association are: Steven F Lowe, 919 South 2200 East, Salt Lake City, Utah 84108.

38 Amplification. The provisions of this Article Il may be amplified by the Articles and
the Bylaws; provided, however, that no such amplification shall substantially alter or amend any of
the rights or obligations of the Owners set forth in this Declaration.

3.9  Proceedings. The Association, acting through the Board, shall have the power and the
duty to reasonably defend the Association (and, in connection therewith, to raise counterclaims} in
any pending or potential lawsuit, arbitration, mediation or governmental proceeding (collectively
hereinafter referred to as a “Proceeding”). The Association, acting through the Board, shall have the
power, but not the duty, to reasonably institute, prosecute, maintain and/or intervene in a Proceeding,
in its own name, but only on matters affecting or pertaining to this Declaration or the Common Areas
or Limited Common Areas and as to which the Association is a proper party in interest, and any
exercise of such power shall be subject to full compliance with the following provisions:

(A)  Any Proceeding commenced by the Association: (i) to enforce the payment of
an assessment or an assessment lien or other lien against an Owner as provided for in this
Declaration, or (i) to otherwise enforce compliance with the Governing Documents by, or to obtain
other relief from, any Owner who has viclated any provision thereof, or (iii) to protect against any
matter which imminently and substantially threatens all of the health, safety and welfare of the
Owners, or (iv) 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 (v) 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 Dollars ($10,000.00) in the aggregate, shall be referred to
herein as an “Operational Proceeding.” The Board from time to time may cause an Operational
Proceeding to be reasonably commenced and prosecuted, without the need for further authorization.

(B) Any and all pending or potential Proceedings other than Operational
Proceedings shall be referred to herein as a “Non-Operational Controversy” or “Non-Operational
Controversies.” To protect the Association and the Owners from being subjected to potentially
costly or prolonged Non-Operational Controversies without full disclosure, analysis and consent; to
protect the Board and individual members of the Board or its appointed officers and agents from any
charges of negligence, breach of fiduciary duty, conflict of interest or acting in excess of their
authority or in a manner not in the best interests of the Association and the Owners; and to ensure
voluntary and well-informed consent and clear and express authorization by the Owners, strict
compliance with all of the following provisions of this Section 3.9(B) shall be mandatory with regard
to any and all Non-Operational Controversies commenced, instituted or maintained by the Board:

(i) The Board shall first endeavor to resolve any Non-Operational
Controversy by good faith negotiations with the adverse party or parties. Inthe event that such good
faith negotiations fail to reasonably resolve the Non-Operational Controversy, the Board shall
endeavor in good faith to resolve such Non-Operational Controversy by mediation, provided that the
Board shall not incur liability for or spend more than Five Thousand Dollars ($5,000.00) in
connection therewith (provided that, if more than said sum is reasonably required in connection with
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such mediation, then the Board shall be required first to reasonably seek approval of two-thirds (2/3)
of the voting power of the Members for such additional amount for mediation before proceeding to
either arbitration or litigation). In the event that the adverse party or parties refuse mediation, or if
such good faith mediation still fails to reasonably resolve the Non-Operational Controversy, the
Board shall not be authorized to commence, institute or maintain any arbitration or litigation of such
Non-Operational Controversy until the Board has fully complied with the following procedures:

(1)  The Board shall first investigate the legal merit, feasibility and
expense of prosecuting the Non-Operational Controversy, by obtaining the written opinion of a
licensed Utah attorney regularly residing in Salt Lake County, Utah, with a Martindale-Hubbell
rating of “av”, expressly stating that such attorney has reviewed the underlying facts and data in
sufficient, verifiable detail to render the opinion, and expressly opining that the Association has a
substantial likelihood of prevailing on the merits with regard to the Non-Operational Controversy,
without substantial likelihood of incurring any material liability with respect to any counterclaim
which may be asserted against the Association. The Board shall be authorized to spend up to an
aggregate of Five Thousand Dollars ($5,000.00) to obtain such legal opinion, including all amounts
paid to said attorney therefor, and all amounts paid to any consultants, contractors and/or experts
preparing or processing reports and/or information in connection therewith, The Board may increase
said $5,000.00 limit, with the express consent of more than two-thirds (2/3) of all of the Members of
the Association, at a special meeting called for such purpose.

(2) Said attorney opinion letter shall also contain the attorney’s
best good faith estimate of the aggregate maximum “not-to-exceed” amount of legal fees and costs,
including, without limitation, court costs, costs of investigation and all further reports or studies,
costs of court reporters and transcripts, and costs of expert witnesses and forensic specialists (all
collectively, “Quoted Litigation Costs™) which are reasonably expected to be incurred for
prosecution to completion (including appeal) of the Non-Operational Controversy. Said opinion
letter shall also include a draft of any proposed fee agreement with such attorney. If the attorney’s
proposed fee arrangement is contingent, the Board shall nevertheless obtain the Quoted Litigation
Costs with respect to all costs other than legal fees, and shall also obtain a written draft of the
attorney’s proposed contingent fee agreement. {Such written legal opinion, including the Quoted
Litigation Costs, and also including any proposed fee agreement, contingent or non-contingent, are
collectively referred to herein as the “Attorney Letter”).

3 Upon receipt and review of the Attorney Letter, if two-thirds
(2/3) or more of the Board affirmatively vote to proceed with the institution or prosecution of, and/or
intervention in, the Non-Operational Controversy, the Board thereupon shall duly notice and call a
special meeting of the Members. The written notice to each Member of the Association shall include
a copy of the Attorney Letter, including the Quoted Litigation Costs and any proposed fee agreement,
contingent or non-contingent, together with a written report (“Special Assessment Report™) prepared
by the Board: (A)itemizing the amount necessary to be assessed to each Member (“Special
Litigation Assessment”), on a monthly basis, to fund the Quoted Litigation Costs, and (B) specifying
the probable duration and aggregate amount of such Special Litigation Assessment. At said special
meeting, following review of the Attorney Letter, Quoted Litigation Costs and the Special
Assessment Report, and full and frank discussion thereof, including balancing the desirability of
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instituting, prosecuting and/or intervening in the Non-Operational Controversy against the
desirability of accepting any settlement proposals from the adversary party or parties, the Board shall
call for a vote of the Members, whereupon: (x) if not more than two-thirds (2/3) of the total voting
power of the Association votes in favor of pursuing such Non-Operational Controversy and levying
the Special Litigation Assessment, then the Non-Operational Controversy shall not be pursued
further, but (y) if more than two-thirds (2/3) of the total voting power of the Association (i.e., more
than two-thirds (2/3) of all of the Members of the Association) affirmatively vote in favor of
pursuing such Non-Operational Controversy, and in favor of levying a Special Litigation Assessment
on the Members in the amounts and for the duration set forth in the Special Assessment Report, then
the Board shall be authorized to proceed to institute, prosecute and/or intervene in the Non-
Operational Controversy. In such event, the Board shall engage the attorney who gave the opinion
and quote set forth in the Attorney Letter, which engagement shall be expressly subject to the
Attorney Letter. The terms of such engagement shall require (i) that said attorney shall be
responsible for all attorneys’ fees and costs and expenses whatsoever in excess of one hundred
twenty percent (120%) of the Quoted Litigation Costs, and (ii) that said attorney shall provide, and
the Board shall distribute to the Members, not less frequently than quarterly, a written update of the
progress and current status of, and the attorney’s considered prognosis for, the Non-Operational
Controversy, including any offers of settlement and/or settlement prospects, together with an
itemized summary of attorneys’ fees and costs incurred to date in connection therewith.

(4 In the event of any bona fide settlement offer from the adverse
party or parties in the Non-Operational Controversy, if the Association’s attorney advises the Board
that acceptance of the settlement offer would be reasonable under the circumstances, or would be in
the best interests of the Association, or that said attorney no longer believes that the Association is
assured of a substantial likelihood of prevailing on the merits without prospect of material liability
on any counterclaim, then the Board shall have the authority to accept such settlement offer. In all
other cases, the Board shall submit any settlement offer to the Owners, who shall have the right to
accept any such settlement offer upon a majority vote of all of the Members of the Association.

(C)  Inno event shall any Association working capital fund be used as the source
of funds to institute, prosecute, maintain and/or intervene in any Proceeding (including, but not
limited to, any Non-Operational Controversy).

(D)  Any provision in this Declaration notwithstanding: (i) other than as set forth
in this Section 3.9, the Association shall have no power whatsoever to institute, prosecute, maintain
or intervene in any Proceeding, (ii) any institution, prosecution or maintenance of, or intervention in,
a Proceeding by the Board without first strictly complying with, and thereafter continuing to comply
with, each of the provisions of this Section 3.9, shall be unauthorized and w/tra vires (i.e., an
unauthorized and unlawful act, beyond the scope of authority of the corporation or of the person(s)
undertaking such act) as to the Association, and shall subject any member of the Board who voted or
acted in any manner to violate or avoid the provisions and/or requirements of this Section 3.9 to
personal liability to the Association for all costs and liabilities incurred by reason of the unauthorized
institution, prosecution or maintenance of, or intervention in, the Proceeding; and (iii) this Section
3.9 may not be amended or deleted at any time without the express prior written approval of both:
(1) Members representing not less than seventy-five percent (75%) of the total voting power of
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Association, and (2) not less than seventy-five percent (75%) of the total voting power of the Board,
and any purported amendment or deletion of this Section 3.9 or any portion hereof, without both of
such express prior written approvals shall be void.

ARTICLE 1V
PROPERTY RIGHTS IN COMMON AREAS AND UNITS

4.1 Easement of Enjoyment. Each Member shall have an equal undivided interest, right
and easement of use and enjoyment in and to the Common Areas. Each Owner (including Owners of
Units constructed on the Additional Land) shall have an unrestricted right of ingress or egress to and
from its Unit over and across such Common Areas, and the non-exclusive right to the use of all
parking stalls within the Common Areas; provided, however, that each Owner of a Unit shall also
have the exclusive right to use and enjoy any Limited Common Areas that may be designated for the
exclusive use by the Owner of such Unit. Such rights and easements shall be appurtenant to, and
shall pass with title to, each Unit and in no event shall be separated therefrom. Any Owner may
delegate the right and easement of use and enjoyment described herein to any family members,
household guest, tenant, lessee, contract purchaser, or other person who resides in such Owner’s
Unit.

4.2 Easements for Encroachments. Inthe event the construction, reconstruction, repair,
shifting, settlement, or any other movement of any portion of the improvements causes any part of a
Condominium built in substantial accord with the boundaries for such Condominijum as depicted on
the Plat to encroach upon the Common Areas, or upon an adjoining Unit, or if any part of the
Common Areas encroaches or shall encroach upon a Unit or Condominium for any such reasons, an
easement for such encroachment and for the maintenance of the same shall be deemed to exist and
does hereby exist. Inaddition, there is also hereby created an easement for any encroachment by any
roof overhang upon an adjoining Unit or any part of the Common Areas.

43 Limitation on Easement. An Owner/Member’s equal undivided interest, right and
easement of use and enjoyment concerning the Common Areas shall be subject to the following:

(A)  The right of the Association, after providing reasonable notice and an
opportunity for a hearing given to a Member, to suspend a Member’s voting right in the
Association and a Member’s right to the use of any recreational facilities included in the
Common Areas for any period during which (i) an assessment on such Member’s Unit
remains unpaid; (ii) for a period not exceeding sixty (60) days for any infraction by such
Member of the provisions of this Declaration or of any rule or regulation promulgated by the
Association; or (iii) for successive 60-day periods if any such infraction is not corrected
during any prior 60-day suspension period;

(B)  The right of the Association to impose reasonable limitations on the number
of guests per Member who at any given time are permitted to use the Common Areas; and

(C)  Theright of any governmental or quasi-governmental body having jurisdiction
over the Property to access and rights of ingress and egress over and across any street,
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parking area, walkway, or open area contained within the Property for purposes of providing
police and fire protection, transporting school children; and providing other governmental or
municipal service;

4.4  Party Walls. Each wall or ceiling-floor physical boundary which is built as part of the
original construction (or reconstruction) of the Condominiums upon the Units and placed on the
dividing line (whether horizontal or vertical) between the Units shall constitute a “Party Wall” and,
to the extent not inconsistent with the provisions of this Section 4.4, the general rules of law
regarding party walls and liability for property damage due to negligence or willful acts or omissions
shall apply to all Party Walls within the Project. The cost of reasonable repair and maintenance of a
Party Wall shall be shared equally by the Owners who make use of such Party Wall. Ifa Party Wall
is destroyed or damaged by fire or other casualty, the provisions of Article VII hereof shall apply.
Notwithstanding any other provision of this Section 4.4, an Owner who by his negligent or willful
act causes a Party Wall to be damaged shall bear the entire cost of furnishing repairs to the Party
Wall. The right of any Owner to contribution from any other Owner under this Section 4.4 shall be
appurtenant to the land and shall pass 10 such Owner’s successors in title.

4.5 Form for Conveying Units. Any deed, lease, mortgage, deed of trust, or other
instrument conveying or encumbering title to a Unit may describe the interest or estate involved
substantially as follows:

“Unit of Condominium Building No. of the
Bella Monte at Draper Meadows Condominiums, together with all
improvements located thereon, as said Unit is identified in the Plat of said
development recorded in the official records of the Salt Lake County
Recorder, State of Utah, and in the Declaration of Covenants, Conditions and
Restrictions of Bella Monte at Draper Meadows Condominiums (the
“Declaration’), also recorded in the official records of the Salt Lake County
Recorder, State of Utah, as Entry No. ; TOGETHER WITH an equal
undivided interest in, and right and easement of use and enjoyment in and to,
the Common Areas described in the Declaration; TOGETHER WITH an
exclusive right to use any Limited Common Area associated with such Unit
as described in the Declaration.”

Whether or not the description employed in any such instrument is in the above specified
form, however, all provisions of this Declaration shall be binding upon and shall inure to the benefit
of any person who acquires any interest in a Unit.

4.6  Transfer of Title. The Declarant agrees to cause the conveyance to the Association of
title to the Common Areas free and clear of all liens (other than the lien of current general taxes, the
lien of any assessments, charges, or taxes imposed by governmental or quasi-governmental
authorities, and the lien or claim created by this Declaration), before the first conveyance of a Unit
from Declarant to a third-party purchaser.
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ARTICLE V
ASSESSMENTS

5.1 Agreement to Pay Assessments. The Declarant for each Unit owned by it within the
Project and each Owner of any Unit by the acceptance of instruments of conveyance and transfer
therefor, whether or not it be so expressed in said instruments, shall be deemed to covenant and agree
with each other and with the Association to pay to the Association all assessments made by the
Association for the purposes provided in this Declaration. Such assessments shall be fixed,
established and collected from time to time as provided in this Article V. From and after January 1
of the year immediately following the conveyance of the first Unit to an Owner, the maximum
annual assessment may be increased above twenty percent (20%) of the annual assessment for the
prior year only by a vote of at least sixty-seven percent (67%) of the votes (determined in accordance
with Section 3.4) of Members who are voting in person or by proxy, at a meeting duly called for this
purpose. The Board may fix the annual assessment at an amount not in excess of the maximum
amount permitted herein.

5.2 Annual Assessments. Annual assessments shall be computed and assessed against all
Units in the Project as follows:

(A) Common Expense. Annual assessments shall be based upon advance
estimates of the Association’s cash requirements to provide for payment of all estimated expenses
arising out of or connected with the maintenance and operation of the Common Areas, the
Condominium Building Exteriors, and furnishing common utility services and other common items
to the Condominiums. Such estimated expenses may include, without limitation, the following:
expenses of management;, operation and maintenance costs; real property taxes and special
assessments on the Common Areas (and the Units until the Units are separately assessed); premiums
for all insurance that the Association is required or permitted to maintain hereunder or under the
Articles or Bylaws; repairs and maintenance of the Common Areas and Condominium Building
Exteriors; landscaping; picnic areas; tot lots; sport courts; wages of Association employees,
including fees for a Manager; repairs and replacements of window well sump pumps; utility charges,
including charges for utility services to the Condominiums to the extent not separately metered or
billed and utilities for the Common Areas; legal and accounting fees; any deficit remaining from a
previous period; creation of an adequate contingency reserve, major maintenance reserve and/or
sinking fund; creation of an adequate reserve fund for maintenance repairs, and replacement of those
Common Areas and Condominium Building Exteriors that must be replaced on a periodic basis; and
any other expenses and liabilities which may be incurred by the Association for the benefit of the
Owners under or by reason of this Declaration, the Articles, or the Bylaws. The aggregate of all such
items shall constitute the “Common Expenses™ and all funds received from assessments under this
Section 5.2(A) shall be part of the “Common Expense Fund.” Two separate and distinct funds shall
be created and maintained hercunder, one for operating expenses and one for capital expenses, which
together shall constitute the Common Expense Fund.

(B)  Apportionment. Common Expenses shall be apportioned among and assessed
to all Units and their Owners in accordance with the Assessment Percentages for each Unit, as set
forth on Exhibit B, which is attached hereto and incorporated herein by this reference. The Declarant
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shall be liable for the amount of any assessments against Units owned by it subject to the provisions
of Section 5.4 below.

(C)  Annual Budget. Annual assessments shall be determined on the basis of a
fiscal year beginning January | and ending December 31 next following, provided the first fiscal year
shall begin on the date of the conveyance of the first Unit by Declarant. On or before December 1 of
cach year thereafter, the Board of Trustees shall prepare and furnish to each Owner, or cause to be
prepared and furnished to each Owner, an operating budget for the upcoming fiscal year. The budget
shall itemize the estimated expenses of Common Expense for such fiscal year, anticipated receipts (if
any) and any deficit or surplus from the prior operating period. The budget shall serve as the
supporting document for the annual assessment for the upcoming fiscal year and as the major
guideline under which the Project shall be operated during such annual period.

(D)  Notice and Payment. Except with respect to the first fiscal year, the Board of
Trustees shall notify each Owner in writing as to the amount of the annual assessment against his or
her Unit on or before December 1 each year for the fiscal year beginning on January I next following.
Except as otherwise provided by the Board, each annual assessment shall be payable in twelve (12)
equal monthly installments, one such installment due on the first day of each calendar month during
the fiscal year to which the assessment relates; provided, however, the annual assessment for the first
fiscal year shall be based upon such portion of the first fiscal year. All unpaid installments of any
annual assessment shall bear interest at the rate established by the Board not to exceed eighteen
percent (18%) per annum from fifteen (15) days after the date each such installment became due
until paid. The Board of Trustees shall also have the right to assess a late fee of up to five percent
(5%) of any assessment installment not paid within fifteen (15) days following the due date thereof.
In addition, in the event that any installment of the annual assessment is not paid within fifteen (15)
days of the date such installment becomes due, the Association may, at its option, and upon fifteecn
(15) days’ prior written notice to the Owner, accelerate the due date for all remaining unpaid
installments of the annual assessment for the remainder of the fiscal year and all accrued but unpaid
interest thereon. Payment of the annual assessment installments so accelerated shall be due at the
expiration of said fifteen (15) day notice period and interest shall accrue on the entire sum at the rate
established by the Board not to exceed eighteen percent (18%) per annum from such date until paid
in full. The failure of the Board of Trustees to give timely notice of any annual assessment as
provided herein shall not be deemed a waiver or modification in any respect of the provisions of this
Declaration, or a release of any Owner from the obligation to pay such assessment or any other
assessment.

(E) Inadequate Funds. In the event that the Common Expense Fund proves
inadequate at any time for whatever reason, including nonpayment of any Owner’s assessment, to
pay actual Common Expenses incurred by the Association, the Board of Trustees may, on behalf of
the Association, levy additional assessments in accordance with the procedure set forth in Section 5.3
below, except that the vote therein specified shall be unnecessary.

53 Special Assessments. In addition to the annual assessments authorized by this Article
V, the Board of Trustees may, on behalf of the Association, levy, at any time and from time to time,
upon the affirmative vote of at least sixty-seven percent (67%) of the voting power of the
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Association in person or by proxy at a meeting called for such purpose, special assessments, payable
over such periods as the Board of Trustees may determine, for the purpose of defraying, in whole or
in part, the cost of any conversion, expansion, construction or reconstruction, unexpected repair or
replacement of the Project or any part thereof, or for any other expenses incurred or to be incurred as
provided in this Declaration (including, without limitation, Commeon Expenses). This Section 5.3
shall not be construed as an independent source of authority for the Association to incur expenses,
but shall be construed to prescribe the manner of assessing for expenses authorized by other Sections
or Articles hereof. Any amounts assessed pursuant hereto shall be assessed to Owners in accordance
with their Assessment Percentages. Notice in writing of the amount of each such special assessment
and the time for payment thereof shall be given promptly to the Owners. No payment shall be due
less than fifteen (15) days after such notice shall have been given. All unpaid portions of any special
assessment shall bear interest at the rate established by the Board not to exceed eighteen percent
(18%) per annum from the date such portions become due until paid. All funds received from
assessments under this Section 5.3 shall be part of the Common Expense Fund. In connection with
any such special assessment made pursuant to this Section 5.3, if at the time of such assessment is
made or the time such assessment becomes due and payable, the Declarant is only obligated to pay
twenty-five percent (25%) of the annual assessment attributable to Units it owns pursuant to Section
5.4 below, it shall only be required to pay twenty-five percent (25%) of the special assessment
otherwise attributable to each such Unit. The provisions of this Section 5.3 are not intended to
preclude or limit the assessment collection or use of annual assessments for the aforesaid purposes.

54  Uniform Rate of Assessment. The amount of any annual or special assessment
against each Unit shall be fixed at a uniform rate based on the Assessment Percentages allocated to
each Unit, as set forth on Exhibit B, except that Declarant shall pay only twenty-five percent (25%)
of the annual assessment attributable to each Unit which it owns until Declarant conveys such Unit
to a third-party purchaser. Ifthe Declarant ceases to qualify for the reduced twenty-five (25%) rate
as to any Unit during the period to which an annual assessment is attributable, the assessment
attributable to such Unit shall be prorated between the applicable rates on the basis of the number of
days in the period that the Owner qualified for each rate. Annual assessments may be collected ona
monthly basis and special assessments may be collected as specified by the Board unless otherwise
determined by the resolution of the Members of the Association approving the special assessmenit.
So long as the Declarant qualifies for the reduced assessment rate with respect to the Units which it
owns, if the assessments for any fiscal year of the Association shall fail to equal or exceed the actual
expenses incurred by the Association during any such fiscal year because of the Declarant’s right to
pay reduced assessments, then the Declarant shall pay to the Association a sufficient amount, up to
the amount for that fiscal year of the full assessment for each Unit owned by Declarant to meet any
such deficit, so long as a written notice of such deficit is given by the Association to the Declarant
within sixty (60) days following the termination of the fiscal year for which the assessment is made.

5.5  Notice and Quorum for Any Action Authorized Under Sections 5.1 and 5.3. Written
notice of any meeting called for the purpose of taking any action authorized under Section 5.1 or
Section 5.3 shall be sent to all Members not less than thirty (30) days nor more than sixty (60) days
prior to date of the meeting. At the first such meeting called, the presence of Members or of proxies
entitled to cast fifty percent (50%) of all the votes (exclusive of suspended voting rights) of Members
shall constitute a quorum. If the required quorum is not present, another meeting may be called
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subject to the same notice requirement, and the required quorum at the subsequent meeting shall be
one-half (2) of the required quorum at the preceding meeting. No such subsequent meeting shall be
held more than sixty (60) days following the preceding meeting.

5.6 Lien for Assessments. All sums assessed to Owners of any Unit within the Project
pursuant to the provisions of this Article V, together with penalties and interest thereon as provided
herein, shall be secured by a lien on such Unit in favor of the Association. To evidence a lien for
sums assessed pursuant to this Article V, the Board of Trustees may prepare a written notice of lien
setting forth the amount of the assessment, the date due, the amount remaining unpaid, the name of
the Owner of the Unit and a description of the Unit. Such a notice shall be signed and acknowledged
by a duly authorized officer of the Association and may be recorded in the office of the County
Recorder of Salt Lake County, State of Utah. No notice of lien shall be recorded until there is a
delinquency in payment of any assessment made pursuant to this Declaration. Such lien may be
enforced by sale or foreclosure conducted in accordance with the provisions of law applicable to the
exercise of powers of sale or judicial foreclosure of deeds of trust or mortgages or in any other
manner permitted by law. In any such foreclosure, the Owner shall be required to pay the costs and
expenses of such proceeding, (including reasonable attorney’s fees), and such costs and expenses
shall be secured by the lien being foreclosed. The Owner shall also be required to pay to the
Association any assessment against the Unit which shall become due during the period of
foreclosure, and all such assessments shall be secured by the lien being foreclosed. The Board of
Trustees shall have the right and power in behalf of the Association to bid in at any foreclosure sale
and to hold, lease, mortgage, or convey the subject Unit in the name of the Association. The lien
described in this Section 5.6 shall not be affected by any sale or transfer of a Unit subject to such
lien, except that a sale or transfer of a Unit pursuant to a foreclosure of a First Morigage shall
extinguish a subordinate lien for Common Expenses and assessments which became payable prior to
such foreclosure sale or transfer. Any such sale or transfer pursuant to a foreclosure shall not relieve
the purchaser or transferee of a Unit from liability for, nor the Unit so sold or transferred from the
lien of, any Common Expense charge or assessment thereafter becoming due.

5.7 Personal Obligation of Owner. The amount of any annual or special assessment
against any Unit shall be the personal obligation of the Owner of such Unit to the Association. Suit
to recover a money judgment for such personal obligation shall be maintainable by the Association
without foreclosing or waiving the lien securing the same. No Owner may avoid or diminish any
such personal obligation by waiver of the use and enjoyment of any of the Common Areas or by
abandonment of his Unit or by waiving any services or amenities provided for in this Declaration. In
the event of any suit to recover a money judgment of unpaid assessment hereunder, the involved
Owner shall pay the costs and expenses incurred by the Association in connection therewith,
including reasonable attorneys’ fees.

5.8  Personal Liability of Purchaser. The personal obligation of an Owner to pay unpaid
assessments against his Unit as described in Section 5.7 shall not pass to successors in title unless
expressly assumed by them. Provided, however, a lien to secure unpaid assessments shall not be
affected by the sale or transfer of the Unit unless foreclosure by a First Mortgagee is involved, in
which case the foreclosure will extinguish the lien for any assessments that were payable before the
foreclosure sale, but shall not relieve any subsequent Owner from paying further assessments.
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5.9  Reserves and Working Capital. In addition to its day-to-day operating funds, the
Association shall establish the following funds:

(A)  Reserve Fund. The Association shall establish and maintain an adequate
reserve fund for the periodic maintenance, repair, and replacement of improvements to the Common
Areas and Condominium Building Exteriors which the Association is obligated to maintain, repair,
or replace. The reserve fund shall be maintained out of regular assessments for Common Expenses.

(B) Working Capital Fund. The Declarant shall establish and maintain for the
Project, a working capital fund equal to at least two (2) monthly installments of the annual
assessment of each Unit. Each Unit’s share of the working capital fund must be collected and
transferred to the Association at the time of the closing of sale of that Unit. Notwithstanding the
foregoing, the contribution to the working capital fund for each unsold Unit shall be paid by the
Declarant to the Association within sixty (60) days after the date construction of the Unit, including
without limitation the installation of carpets, cabinets, fixtures, and appliances, has been completed.
With respect to each Unit for which the Declarant pays the contribution to the working capital fund,
Declarant shall be reimbursed for such contribution either by the Purchaser of such Unit at the time
of the closing of the sale to such purchaser or by the Association upon termination of the Declarant’s
control of the Association as described in Section 3.2, whichever is earlier. The working capital fund
must be maintained in a segregated account for the use and benefit of the Association. The purpose
of the working capital fund is to ensure that the Association will have cash available to meet
unforeseen expenditures or to acquire additional equipment or services deemed necessary or
desirable by the Association, Amounts paid into the working capital fund are not to be considered
advance payments of any regular assessment. The working capital fund shall be transferred to the
Association for deposit to a segregated fund when control of the Association is transferred to the
Owners. The Declarant shall not use the working capital fund to defray any of its expenses, reserve
contributions, or construction ¢osts or 10 make up any budget deficits while it is in control of the
Association.

5.10  Evidence of Payment of Annual and Special Assessments. Upon receipt of a written
request by a Member or any other person and payment of a fee not to exceed $10, the Association
within a reasonable period of time thereafter shall issue to such Member or other person a written
certificate stating (a) that all annual and special assessments (including interest, costs and attorneys’
fees, if any, as provided in Section 5.2 above) have been paid with respect to any specified Unit as of
the date of such certificate, or (b) if all annual and special assessments have not been paid, the
amount of such annual and special assessments (including interest, costs and attorneys’ fees, if any)
due and payable as of such date. The Association may make a reasonable charge for the issuance of
such certificates, which charges must be paid at the time the request for any such certificate is made.
Any such certificate, when duly issued as herein provided, shall be conclusive and binding with
respect to any matter therein stated as against any bond fide purchaser of, or Mortgagee on, the Unit
in question and against the Association and the remaining Owners.

5.11 Nonpayment of Assessments: Termination of Rights: Collection of Rents from
Tenants.
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(A)  Termination of Rights. If an Owner fails or refuses to pay any assessment
when due, the Association, through its management committee, may, after giving notice and an
opportunity to be heard in accordance with this Section_5.11(A), terminate an Owner’s right to
receive utility services paid as a common expense, and/or terminate an Owner’s right to access and
use of recreation facilities. Before terminating such rights, the Association shall give written notice
to the Owner in the manner provided in this Declaration, the Bylaws, or the rules of the Association,
which notice shall state (1) that utility services or rights of access and use of the recreational facilities
will be terminated if payment of the assessment is not received within five (5) days from the date the
notice is delivered to the Owner, (2) the amount of the assessment due, including interest or late fees;
and (3) the right of the Owner to request a hearing. An Owner who is given notice may request an
informal hearing to dispute the assessment by submitting a written request to the management
committee of the Association within 14 days from the date the notice is received. The hearing shall
be conducted in accordance with the standards provided in this Declaration, the Bylaws, or the rules
of the Association. If a hearing is requested, utility services or right of access to and use of
recreational facilities may not be terminated until after the hearing has been conducted and a final
decision has been entered. Upon payment of the assessment due, including interest and late fees, the
Owner’s right to utility services and access to and use of the recreational facilities shall be
immediately reinstated.

{(B)  Collection of Rents from Tenants. If the Owner of a Unit who is leasing the
Unit fails to pay any assessment for a period of more than 60 days after it is due and payable, the
Association, through its management committee, upon compliance with this Section 5.11(B), may
demand the tenant of such Unit to pay to the Association all future lease payments due to the Owner,
commencing with the next monthly or periodic payment, until the amount due to the Association is
paid. The Association must give the Owner written notice in accordance with this Declaration, the
Bylaws, or the rules of the Association of its intent to demand full payment form the tenant. The
notice shall (1) provide notice to the tenant that full payment of the remaining lease payments will
commence with the next monthly or other periodic payment unless the assessment is received within
the time period provided in this Declaration, the Bylaws, or the rules of the Association; (2) state the
amount of the assessment due, including interest and late fees; (3) state that any costs of collection,
not to exceed $150 or such greater amount as may be permitted under the Condominium Act, and
other assessments that become due may be added to the total amount due; and (4) provide the
requirements and rights described in this Section 15.11(b). If the Owner fails to pay the amount of
the assessment due by the date specified in the notice, the Association may deliver written notice to
the tenant, in accordance with this Declaration, the Bylaws, or the rules of the Association, that
demands further payment due to the Owner be paid to the Association. A copy of the notice must be
mailed to the Owner. The notice provided to the tenant must state: (i) that due to the Owner’s
failure to pay the assessment within the time period allowed, the Owner has been notified of the
Association’s intent to collect all lease payments due to the Association pursuant to this Section
15.11 and the Condominium Act; (ii) that until notification by the Association that the assessment
due, including interest and late fees, has been paid, all future lease payments due to the Owner are to
be paid to the Association; and (iii) payment by the tenant to the Association in compliance with this
Section 15.11(B) will not constitute a default under the terms of the lease agreement, and that if
payment is in compliance with this Section 15.11(B), suit or other action may not be initiated by the
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Owner against tenant for failure to pay. All funds paid to the Association pursuant to this Section
15.11(B) shall be deposited in a separate account and disbursed to the Association until the
assessment due, including cost of administration not to exceed $25 or such greater amount as may be
permitted by the Condominium Act, is paid in full. Any remaining balance shall be paid to the
Owner within five (5) business days after payment in full is made to the Association. Within five (5)
business days after the assessment has been paid in full to the Association, the Association shall
notify the tenant in writing that future lease payments are no longer due to the Association, and shall
mail a copy of such notice to the Owner.

ARTICLE VI
OPERATION AND MAINTENANCE

6.1 Maintenance of Condominiums. Each Condominium and Unit shall be maintained by
the Owner thereof so as not to detract from the appearance of the Property and so as not to affect
adversely the value or use of any other Condominium or Unit. The Association shall have no
obligation regarding maintenance or care of Condominiums or Units except as set forth in Section
6.2 or clsewhere in this Declaration.

6.2 Operation and Maintenance by Association. The Association shall provide for such
maintenance and operation of the Common Areas as may be necessary or desirable to make them
appropriately usable in conjunction with the Units and to keep them clean, functional, attractive, and
generally in good condition and repair. The Association shall also provide for the maintenance of all
Condominium Building Exteriors. The expenses incurred by the Association for such purposes shall
be paid for with funds from the Common Expense Fund.

6.3 Uiilities. The Owner shall pay for all utility services furnished to each Unit which are
separately billed or metered to individual Units by the utility or other party furnishing such service,
The Association shall pay such bills which are not separately metered and charge an appropriate
share to each Unit and Owner as part of the Common Expenses.

6.4  Insurance. The Association shall at all times maintain in force insurance which is
consistent with FNMA’s insurance coverage requirements and which is consistent with state and
local insurance laws. Such insurance shall at least equal to such coverage as is commonly required
by prudent institutional mortgage investors in the area in which the Project is located. At a
minimum, the Association shall maintain insurance which meets the following requirements:

(A) Hazard Insurance. The Association shall maintain a “master” or “blanket”
type policy of property insurance shall be maintained covering the entire Project, including:
Common Areas; all Condominium Buildings including all Condominiums (other than the interior
content thereof); fixtures, building service equipment, personal property and supplies comprising a
part of the Common Areas or owned by the Association; fixtures, equipment, or other property
within the Units which are to be finance by a Mortgage purchased by FNMA or FHLMC (regardless
of whether or not such property is part of the Common Area); but excluding land, foundations,
excavations, and other items normally not covered by such policies. References herein to a “master”
or “blanket” type policy of property insurance are intended to denote single entity condominium
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insurance coverage. At a minimum, such “master” or “blanket” policy shall afford protection against
the following: (i) loss or damage by fire, by other perils normally covered by the standard extended
coverage endorsement, (1i) if the Project contains a steam boiler, loss or damage resulting from steam
boiler equipment accidents in an amount not less than $50,000 per accident per location (or such
greater amount as deemed prudent based on the nature of the Project); and (iii) all other perils which
are customarily covered with respect to condominium projects similar to the Project in construction,
location, and use, including (without limitation) all perils normally covered by the standard “all risk”
endorsement, where such endorsement is available. Such “master” or “blanket” policy shall be in an
amount not less than one hundred percent (100%) of current replacement cost of all elements of the
Project covered by such policy, exclusive of land, foundations, excavation, and other items normally
excluded from coverage. The insurance policy shall include an “Agreed Amount Endorsement
Guaranteed Replacement Cost Endorsement (under which the insurer agrees to replace the insurable
property regardless of the cost) and, if the policy includes a co-insurance clause, an Agreed Amount
Endorsement (which waives the requirement for co-insurance) and, if available, an “Inflation Guard
Endorsement” if the same are available and are commonly required by prudent institutional mortgage
investors in the area in which the Project is located. If required by FNMA and/or FHLMC, the
policy shall also include construction code endorsements (such as a “Demolition Cost Endorsement,”
a “Contingent Liability form Operation of Building Laws Endorsement,” and an “Increased Cost of
Construction Endorsement”) if the Project is subject to a construction code provision which would
become operative and require changes to undamaged portions of the buildings. The maximum
deductible amount for such policy covering the Common Areas shall be the lesser of Ten Thousand
Dellars ($10,000) or one percent (1%) of the policy face amount. However, for losses related to
individual Condominiums that are covered by such a policy, the deductible related to each individual
Condominium shall be One Thousand Dollars ($1,000). Funds to cover these deductible amounts
shall be included in the Association’s operating reserve account.

(B)  Liability Insurance. The Association shall maintain in force, and pay the
premium for a policy providing comprehensive general liability insurance coverage covering all of
the Common Areas, Condominium Building Exteriors, public ways in the Project, including any
dedicated trail system(s), all other areas of the Project that are under the Association’s supervision,
and commercial spaces owned by the Association, if any, whether or not such spaces are leased to
some third party. The coverage limits under such policy shall be in amounts generally required by
private institutional Mortgage investors for projects similar to the Project in construction, location,
and use. Nevertheless, such coverage shall be for at least One Million Dollars ($1,000,000) for
bodily injury, including deaths of persons, and property damage arising out of a single occurrence.
Coverage under such policy shall include, without limitation, legal liability of the insureds for
property damage, bodily injuries and deaths of persons in connection with the operation,
maintenance, or use of the Common Arcas, and/or Condominium Building Exteriors, and legal
liability arising out of lawsuits related to employment contracts of the Association. Additional
coverages under such policy may include (and shall include if so required by FNMA and/or FHLMC)
protection against such other risks as are customarily covered with respect to projects similar to the
Project in construction, location, and use, including but not limited to (where economically feasible
and if available), host liquor hability, contractual and all-written contract insurance, employers
liability insurance, and comprehensive automobile liability insurance. If such policy does not
include “severability of interest” in the terms, the policy shall include a special endorsement to
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preclude an insurer’s denial of any Owner’s claim because of negligent acts of the Association or any
other Owner. Such policy shall provide that it may not be canceled or substantially modified, by any
party, without at least ten (10) days’ prior written notice to the Association and to each Mortgagee
which is listed as a scheduled holder of a Mortgage in such policy.

(C)  Flood Insurance. Ifany part of the Project is or comes to be situated in an area
identified by the Secretary of Housing and Urban Development as a Special Flood Hazard Area (as
designated by publication in the Federal Register of a Flood Insurance Boundary Map or Insurance
Rate Map), the Association shall maintain a “master” or “blanket” policy of flood insurance covering
the Condominium Buildings, any machinery and equipment that are part of a Condominium Building
and all Common Areas within the Project (hereinafter “Insurable Property”) in an amount deemed
appropriate by the Association, but not less than the lesser of: (i} the maximum limit of coverage
available under the National Flood Insurance Administration Program for all Insurable Property
within any portion of the Project located within a designated special flood hazard area; or (i1) one
hundred percent (100%) of the current replacement cost of all Insurable Property within such special
flood hazard area. Such flood insurance policy shall be in a form which meets the criteria set forth in
the most current Guidelines on the subject issued by the Federal Insurance Administrator. The
maximum deductible amount for any such policy shall be the lessor of Five Thousand Dollars
($5,000) or one percent (1%) of the policy face amount.

(D)  Fidelity Bonds. The Association shall at all times maintain in force and pay
the premiums for “blanket” fidelity bonds for all officers, members, and employees of the
Association and for all other persons handling or responsible for funds of or administered by the
Association whether or not that individual receives compensation for services. Furthermore, where
the Association has delegated some or all of the responsibility for the handling of funds to a
Manager, the Manager shall provide “blanket” fidelity bonds, with coverage identical to such bonds
required of the Association, for the Manger’s officers, employees, and agents handling or responsible
for funds of, or administered on behalf of, the Association. The total amount of fidelity bond
coverage required shall be based upon the Association’s best business judgment and shall not be less
than the estimated maximum of funds, including reserve funds, in the custody of the Association, or
the Manager, as the case may be, at any given time during the term of each bond. A lesser amount of
fidelity insurance coverage is acceptable for the Project so long as the Association and the Manager
adhere to the following financial controls: (1) the Association or the Manager maintains separate
bank accounts for the working account and the reserve account, each with appropriate access
controls, and the bank in which funds are deposited sends copies of the monthly bank statements
directly to the Association; (2) the Manager maintains separate records and bank accounts for each
Association that uses its services, and the Manager does not have authority to draw checks on or to
transfer funds from the Association’s reserve account; or (3) two members of the Board must sign
any checks written on the reserve account. Nevertheless, in no event may the amount of such bonds
be less than the sum equal to three (3) months’ aggregate assessments on all Units plus reserve funds.
The fidelity bonds shall name the Association as obligee and shall contain waivers by the issuers
thereof of all defenses based upon the exclusion of persons serving without compensation from the
definition of “employees™ or similar terms or expressions. The premiums on all fidelity bonds
required herein for the Association (except for premiums on fidelity bonds maintained by the
Manager for its officers, employees and agents) shall be paid by the Association as part of the
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Common Expenses. The fidelity bonds required hereunder shall provide that they may not be
canceled or substantially modified (including cancellation for nonpayment of premium) without at
least ten { 10) days’ prior written notice to the Association, to any Insurance Trustee, and to each
servicer of loans on behalf of FNMA.

(E)  Additional General Requirements.

Q) The name of the insured under the hazard insurance policy and the
flood insurance policy required to be maintained by the foregoing Sections 6.4(A) and 6.4(C)
shall be “Belle Monte Owner’s Association for use and benefit of the individual owners of
the Belle Monte at Draper Meadows Condominium Project” or words of similar effect (said
Owners shall be designated by name, if required by applicable law). Notwithstanding the
requirement of the immediately foregoing sentence, each such policy may be issued in the
name of an authorized representative of the Association, including any Insurance Trustee
with whom the Association has entered into an Insurance Trust Agreement, or any successor
to such Trustee, for the use and benefit of the individual Owners. Loss payable shall be in
favor of the Association (or Insurance Trustee, if applicable), as a trustee for each Owner and
each such Owner’s Mortgagee. The Association or Insurance Trustee, if applicable, shall
hold any insurance proceeds in trust for the Owners and their First Mortgagees, as their
interests may appear. Each Owner and each such Owner’s Mortgagee, if any, shall be
beneficiaries of such policies in the percentage of common ownership or in an amount
determined pursuant to a reasonable formula, if any, prescribed in this Declaration, as the
same may be amended. Evidence or certificates of insurance shall be issued to each Owner
and Mortgagee upon request.

(1)  Each policy required to be maintained by the foregoing Section 6.4(A),
shall contain the standard mortgage clause, or equivalent endorsement (without contribution),
commonly accepted by private institutional mortgage investors in the area in which the
Project is located. If FNMA is a holder of one or more Mortgages on Units within the
Project, such mortgage clause shall name FNMA or FNMA’s servicer of such Mortgages as
“mortgagees.” If FNMA’s servicer is named as mortgagee in such mortgage clause, such
servicer’s name shall be followed therein by the phrase “its successors and assigns.” In
addition, such mortgage clause or another appropriate provision of each such policy shall
provide that the policy may not be canceled or substantially modified without at least ten (10)
days’ prior written notice to the Association and to each Mortgagee which is listed as a
scheduled holder of a Mortgage in such policy.

(iii)  Each policy required to be maintained by the foregoing Section 6.4(A)
shall provide, if available, for the following: (1) recognition of any insurance trust
agreement; (2) a waiver of the right of subrogation against Owners individually; (3) the
insurance is not prejudiced by any act or neglect of individual Owners which is not in the
control of such Owners collectively; and (4) the policy is primary in the event the Owner has
other insurance covering the same loss.
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K Insurance Trustees and General Requirements Concerning Insurance.
Notwithstanding any of the foregoing provisions and requirements relating to property or liability
insurance, there may be named as an insured on behalf of the Association, the Association’s
authorized representative, including any trustee with whom the Association may enter into any
Insurance Trust Agreement or any successor to such trustee (each of whom shall be referred to herein
as the “Insurance Trustee™), who shall have exclusive authority to negotiate losses under any policy
providing such property or liability insurance. Each Owner hereby appoints the Association, or any
Insurance Trustee or substitute Insurance Trustee designated by the Association, as his or her
attorney-in-fact for the purpose of purchasing and maintaining such insurance and taking all actions
with respect thereto, including without limitation: the collection and appropriate disposition of the
proceeds thereof; the negotiation of losses and execution of releases of liability; the execution of all
documents; and the performance of all other acts necessary to accomplish such purpose. The
Association, or any Insurance Trustee, shall receive, hold, or otherwise properly dispose of any
proceeds of insurance in trust for the use and benefit of the Owners and their Mortgagees, as their
interests may appear.

(G)  Insurers; Policies. Each insurance policy maintained pursuant to the foregoing
Sections 6.4(A), 6.4(B), 6.4(C), and 6.4(D) shall be written by an insurance carrier which is licensed
to transact business in the State of Utah and which is a generally acceptable insurance carrier. 1f
required, the insurance carrier shall also satisfy the requirements of FNMA and FHLMC. In absence
of any specific restrictions or requirements concerning acceptable insurance carriers, the insurance
carrier shall have a “B” general policyholder’s rating or a financial performance index of “6” or
better in the Best’s Key Rating Guide, or an “A” or better rating from Demotech, Inc., or whichis
written by Lloyd’s of London. No such policy shall be maintained where: (i) under the terms of the
carrier’s charter, bylaws, or policy, contributions may be required from, or assessments may be made
against, an Owner, a Mortgagee, the Board, the Association, FNMA, FHLMC, or the designee of
FNMA or FHLMC; (ii) by the terms of the carrier’s charter, bylaws, or policy, loss payments are
contingent upon action by the carrier’s board of directors, policyholders, or members; or (iii) the
policy includes any limiting clauses (other than insurance conditions) which could prevent the party
entitled (including without limitation the Board, the Association, an Owner, FNMA, FHLMC, or
their designees) from collecting insurance proceeds. The provisions of this Section 6.4(G) and of the
foregoing Sections 6.4(A), (B), (C), and (D) shall not be construed to limit the power or authority of
the Association to obtain and maintain insurance coverage, in addition to any insurance coverage
required hereunder, in such amounts and in such forms as the Association may deem appropriate
from time to time.

(H)  Annual Review of Policies. All insurance policies shall be reviewed at least
annually by the Board in order to ascertain whether the coverage contained in the policies is
sufficient to make any necessary repairs or replacement of the Project which may have been damaged
or destroyed. In addition, such policies shall be reviewed to determine their compliance with the
provisions of this Declaration.
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ARTICLE VII
DAMAGE OR DESTRUCTION

7.1 Association as Attorney-in Fact. All of the Owners irrevocably constitute and appoint
the Association their true and lawful attorney-in-fact in their name, place, and stead for the purpose
of dealing with the Project upon its damage or destruction as hereinafter provided. Acceptance by
any grantee of a deed from the Declarant or from any Owner shall constitute an appointment by said
Grantee of the Association as his or her attorney-in-fact as hercin provided. As attorney-in-fact, the
Association shall have full and complete authorization, nght and power to make, execute, and deliver
any contract, deed, or other instrument with respect to the interest of an Owner which may be
necessary or appropriate to exercise the powers herein granted. All insurance proceeds shall be
payable to the Association except as otherwise provided in this Declaration.

72 Definition of Repair and Reconstruction. Repair and reconstruction of the
improvements as used herein means restoring the Project to substantially the same condition in
which it existed prior to the damage or destruction, with each Condominium and the Common Areas
having substantially the same vertical and horizontal boundaries as before.

7.3 Procedure. In the event all or any part of the Project is damaged or destroyed, the
Association shall proceed as follows:

(A)  Notice to First Mortgagees. The Association shall give timely written notice
to any holder of any First Mortgage on a Unit or who requests such notice in writing in the event of
substantial damage to or destruction of any part of the Common Areas or a Condominium subject to
such First Mortgage.

(B)  Estimate of Costs. As soon as practicable after an event causing damage to or
destruction of any part of the Project, the Association shall obtain complete and reliable estimates of
the costs to repair and reconstruct the part of the Project damaged or destroyed.

(C)  Sufficient Insurance. If the proceeds of the insurance maintained by the
Association equal or exceed the estimated costs to repair and reconstruct the damaged or destroyed
part of the Project, such repair and reconstruction shall be carried out.

(D)  Insufficient Insurance — Less than Seventy-Five Percent (75%) Destruction. If
the proceeds of the insurance maintained by the Association are less than the estimated costs to
repair and reconstruct the damaged or destroyed part of the Project, and if less than seventy-five
percent (75%) of the Project is damaged or destroyed, such repair and reconstruction shall
nevertheless be carried out. The Association shall levy a special assessment sufficient to provide
funds to pay the actual costs of such repair and reconstruction to the extent that such insurance
procecds are insufficient to pay such costs. Such special assessment shall be allocated and collected
as provided in Section 5.3 above, except that the vote therein specified shall be unnecessary. Further
levies may be made in like manner if the amounts collected (together with the proceeds of insurance}
are insufficient to pay all actual costs of such repair and reconstruction.
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(E) Insufficient Insurance — Seventy-Five Percent (75%) or More Destruction. If
the proceeds of the insurance maintained by the Association are less than the estimated costs to
repair and reconstruct the damaged or destroyed part of the Project, and if seventy-five percent (75%)
or more of the Project is damaged or destroyed, such damage or destruction shall be repaired and
reconstructed, but only if within one hundred (100) days following the damage or destruction,
Owners entitled to vote at least seventy-five percent (75%) of the votes of the Members vote to carry
out such repair and reconstruction. If, however, the Owner ‘s do not, within one hundred (100} days
after such damage or destruction, elect by a vote of at least seventy-five percent (75%) of the votes of
the Members to carry out such repair and reconstruction but rather elect to terminate the Project, and
if Eligible Mortgagees who represent at least fifty-one percent (51 %) of the votes of Units subject to
Mortgages held by Eligible Mortgagees approve such termination, the Association shall record in the
office of the County Recorder of Salt Lake County, State of Utah, a notice setting forth such facts.
Upon the recording of such notice, the following shall occur:

(1) The Project shall be deemed to be owned in common by the Owners,

(ii) Each Owner shall own an undivided interest in the Project equal to
such Owner’s Common Expense allocation percentage as set forth on Exhibit B;

(iii)  Any liens affecting any of the Units shall be deemed to be transferred,
in accordance with the existing priorities, to the undivided interest of the respective Owner
in the Project; and

(iv)  The Project shall be subject to an action for partition at the suit of any
Owner, in which event the net proceeds of any sale resulting from such suit for partition,
together with the net proceeds of the insurance of the Project, if any, shall be considered as
one fund and shall be divided among all Owners after first paying out of the respective share
of each Owner, to the extent sufficient for the purposes, all liens on the undivided interest in
the Project owned by such Owner. The division of funds shall be based on the fair market
values of the Units and Condominiums immediately prior to the damage or destruction, and
the Owners shall divide said funds based upon the relative value of the Units and
Condominiums prior to the damage or destruction.

() Priority. Inno event shall an Owner of a Unit or any other party have priority
over the holder of any First Mortgage on such Unit with respect to the distribution to such Unit of
any insurance proceeds.

7.4  Repair or Reconstruction. If the damage or destruction is to be repaired or
reconstructed as provided above, the Association shall, as soon as practicable after receiving the said
estimate of costs, commence and diligently pursue to completion the repair and reconstruction of that
part of the Project damaged or destroyed. The Association may take all necessary or appropriate
action to effect repair and reconstruction, as attorney-in-fact for the Owners, and no consent or other
action by any Owner shall be necessary in connection therewith, except as otherwise expressly
provided herein. The Project shall be restored or repaired to substantially the same condition in
which it existed prior to the damage or destruction, with each Condominium and the Common Areas
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having the same vertical and horizontal boundaries as before. Any restoration or repair of the
Project, after a partial condemnation or damage due to an insurable hazard, shall be performed
substantially in accordance with this Declaration and the original architectural plans and
specifications,

7.5 Disbursement of Funds for Repair and Reconstruction. Ifrepair or reconstruction is
to occur, the insurance proceeds held by the Association and any amounts received from assessments
made pursuant to Section 7.3(I)) shall constitute a fund for the payment of costs of repair and
reconstruction after casualty. It shall be deemed that the first money disbursed in payment for costs
of repair and reconstruction shall be made from insurance proceeds; if there is a balance after
payment of ail costs of such repair and reconstruction, such balance shall be distributed to the
Owners equally.

7.6 Amendment of Article. This Article VII shall not be amended unless, of the Owners
entitled to vote, Seventy-five percent (75%) of the Owners vote and agree 10 such amendment, the
Secretary of the Department of” Veterans Affairs approves said amendment and such approval and
agreement is reflected in an instrument duly executed by the Board of Trustees of the Association
and the Secretary of the Department of Veterans Affairs and recorded in accordance with the
provisions of this Declaration. The requirement of prior approval and execution by the Department
of Veterans Affairs shall not be required for agreements to add phases to an expandable
condominium project if the phasing implements a previously approved general plan for total
development.

ARTICLE VIII
CONDEMNATION

8.1 Condemnation. Ifat any time or times all or any part of the Project shall be taken or
condemned by any public authority under power of eminent domain, the provisions of this Article
VIII shall apply. A voluntary sale or conveyance of all or any part of the Project in lieu of
condemnation, but under threat of condemnation, shall be deemed to be a taking by power of
eminent domain. Ifany Unit or portion thereof or the Common Areas or any portion thereof'is made
the subject matter of any condemnation or eminent domain proceeding, or is otherwise sought to be
acquired by a condemning authority, the Board of Trustees shall give prompt written notice of any
such proceeding or proposed acquisition to cach Owner in the Project and to any First Mortgagee
who has requested in writing notice thereof. The Association shall represent the Owners in any
condemnation proceedings or in negotiations, settlements and agreements with the condemning
authority for acquisition of the Common Areas, or any part thereof, and each Owner hereby appoints,
or by accepting a deed to a Unit is deemed to appoint, the Association as such Owner’s
attorney-in-fact for the purposes of such representation.

8.2  Proceeds. All compensation, damages and other proceeds from any such taking by
power of eminent domain (collectively, the “Condemnation Award”) shall be made payable to the
Association and shall be held in trust for the Owners and their First Mortgagees as their interests may
appear. Any Condemnation Award shall be distributed by the Board of Trustees, on behalf of the
Assoctation as herein provided.
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83 Complete Taking. In the event the entire Project is taken by power of eminent
domain, ownership pursuant hereto shall terminate and the Condemnation Award shall be allocated
among and distributed to the Owners and the Owners shall divide the Condemnation Award based
upon the relative values of the Units and Condominiums immediately prior to the condemnation.
Such distribution shall be made by check payable joint to the respective Owners and their respective
Mortgagees, as appropriate.

8.4  Partial Taking. Inthe event less than the entire Project is taken by power of eminent
domain, the following shall occur:

(A)  Allocation of Award. As soon as practicable, the Board of Trustees shall, on
behalf of the Association, reasonably and in good faith, apportion the Condemnation Award between
compensation, severance damages or other proceeds and shall allocate such apportioned amounts and
pay the same to the Owners as follows:

(i) The total amount apportioned to taking of or injury to the Common
Areas shall be allocated among and distributed to all Owners (inchuding Owners whose entire
Units have been taken).

(ii)  The total amount apportioned to severance damages shall be allocated
among and distributed equally to the Owners of those Units that have not been taken.

(i)  The respective amounts apportioned to the taking of or injury to a
particular Unit shall be allocated and distributed to the Owner of such Unit.

(iv)  The total amount apportioned to consequential damages and any other
taking or injuries shall be allocated and distributed as the Association determines to be
¢quitable under the circumstances;

v) If apportionment or allocation is already established by negotiation,
judicial decree, statue or otherwise, the Association shall employ such apportionment and
allocation to the extent it is relevant and applicable;

(vi)  Distribution of allocated proceeds shall be made by check payable
jointly to individual Owners and their respective Mortgagees, as their interests may appear;
and

(vil) No provision of this Article VIII or any other provision of this
Declaration, the Articles, or the Bylaws shall entitle the Owner of a Unit or other party to
priority over any First Mortgagee holding such Unit with respect to the distribution to such
Unit of the proceeds of any award, scttlement or proceeds from any eminent domain or
condemnation proceeding.
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{B)  Continuation and Reorganization. If less than the entire Project is taken by
power of eminent domain, ownership pursuant hereto shall not terminate but shall continue. In such
event the Project shall be reorganized as follows:

(i) If any partial taking results in the taking of an entire Unit, then the
Owner thereof shall cease to be a member of the Association and ail voting rights shall
terminate,

(i)  If any partial taking results in the taking of a portion of a Unit, the
voting rights appertaining to such Unit shall continue.

(iii)  Ifany partial taking results in the taking of a portion of a Unit and if
there is a determination made by the Board of Trustees, after duly considering any
recommendations, proposals, or other input from the Owners, that such taking makes it
impractical to use the remaining portion of such Unit, then all voting rights terminate and the
remaining portion of such Unit shall thenceforth be part of the Common Areas;

(iv)  The Board of Trustees, after duly considering any recommendaticns,
proposals or other input from the Owners, shall have the duty and authority to make all
determinations and to take all actions necessary or appropriate to effectuate reorganization of
the Project under the provisions of this Section 8.4(B); provided, however, that if any such
determination shall have been or such action take by judicial decree, the Board of Trustees
shall defer thereto and proceed in accordance therewith,

(C)  Repair and Reconstruction. Any repair and reconstruction necessitated by
condemnation shall be governed by the provisions specified in Article VII hereof for cases of
Damage or Destruction; provided, however, that the provisions of said article dealing with
sufficiency or insufficiency or insurance proceeds shall not be applicable.

ARTICLE IX
TERMINATION

9.1 Required Vote. Except as otherwise provided in Article VII and Article VIII, the
Project may be terminated only by agreement of Owners entitled to vote at least sixty-seven percent
(67%) of the votes attributable to all Units.

92 Termination Agreement. An agreement to terminate shall be evidenced by the
execution or ratification of a termination agreement, in the same manner as a deed, by the requisite
number of Owners. Such an agreement to terminate shall also be approved by Eligible Mortgagees
who represent at least sixty-seven percent (67%) of the votes of Units subject to First Mortgages held
by Eligible Mortgagees. Such approval (and any other approval related to an amendment to this
Declaration) shall be deemed given when an Eligible Mortgagee fails to submit a response within
thirty (30) days after it receives proper notice of the proposal, provided the notice was delivered by
certified or registered mail, with a “return receipt” requested. The termination agreement shall
specify a date after which the agreement will be void unless it is recorded before that date. A
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termination agreement, including all ratifications of such termination agreement, shall be recorded in
Salt Lake County, Utah and is effective only on recordation.

9.3 Sale of Project. A termination agreement may provide that the entire Project shall be
sold following termination. lf, pursuant to the agreement, any real estate in the Project is to be sold
following termination, the termination agreement shall set forth the minimum terms of the sale.

94  Association Duties. The Association, on behalf of the Owners, may contract for the
sale of real estate in the Project, but the contract is not binding on the Owners until approved
pursuant to Sections 9.1 and 9.2. If any real estate in the Project is to be sold following termination,
title to that real estate on termination vests in the Asscciation as trustee for all Owners. Thereafter,
the Association has all powers necessary and appropriate to effect the sale. Until the sale has been
concluded and the proceeds of the sale distributed, the Association continues in existence with all
powers it had before termination. Proceeds of the sale shall be distributed to Owners and
Mortgagees as their interests may appear, based on the relative value of each Unit and
Condominium. Unless otherwise specified in the termination agreement, as long as the Association
holds title to the real estate, each Owner and their successors in interest have an exclusive right to
occupancy of the portion of the real estate that formerly constituted their Unit in accordance with the
terms of this Declaration. During the period of that occupancy right, each Owner and their
successors in interest remain liable for all assessments and other obligations imposed on Owners by
this Declaration.

9.5 Proceeds of Sale. Following termination of the Project, the proceeds of any sale of
real estate, together with the assets of the Association, shall be held by the Association as trustee for
Owners and Mortgagees as their interests may appear. Following termination, Mortgagees holding
Mortgages on the Units which were recorded before termination may enforce those liens in the same
manner as any lienholder.

ARTICLE X
LIMITED WARRANTY; MANDATORY BINDING ARBITRATION
FOR MATTERS INVOLVING DECLARANT

Each Owner, and the Association, by taking title to a Unit and/or any portion of the
Common Areas or Limited Common Areas, acknowledges and agrees as follows:

10.1  Limited Warranty by Declarant. Declarant may issue a limited warranty (the “Limited
Warranty™) regarding the Units to each initial third-party Owner upon the close of escrow, and
regarding the Common Areas and Limited Common Areas to the Association. The Limited
Warranty is currently administered by Residential Warranty Company, LLC, or its successor
(“RWC”). The actual terms of the Limited Warranty ar¢ defined by the Limited Warranty
documents themselves. If issued, a copy of the Limited Warranty will be provided to each initial
third-party Owner, and may be obtained from RWC at its current address of 5300 Derry Street,
Harrisburg, PA 17111-3598. Each Owner whether they are an initial purchaser of a Unit or a
subsequent purchaser, and the Association, as concerns the Common Areas and Limited Common
Areas, are hereby advised and agree that:
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(A)  The Limited Warranty is the only warranty provided by the Declarant or any
Declarant Entity, or any affiliate, agent, employee, executive officer, manager or owner of Declarant
or Declarant Entity (the “Declarant Parties™), and each Owner understands and agrees that neither
the Declarant nor any of the Declarant Parties have made other express or implied warranties of any
nature, including but not limited to warranties of merchantability or fitness for a particular purpose,
or warranties involving latent defects, mold, other fungal, biological, or environmental contaminant
or potential contaminant, or warranties as to the merchantability, surface or subsurface condition,
value, quality or salability of the Units, the Common Areas and/or the Limited Common Areas.
The Declarant’s and the Declarant Parties’ liability, whether in contract, statute, tort or otherwise is
limited to the remedy of repair or replacement as specifically set forth in the Limited Warranty.
Under no circumstances shall the Declarant or any of the Declarant Parties be hable for (i) any
special, indirect, exemplary or consequential damages, or damages based on a claimed diminution in
the value of the Unit, the Common Areas and/or the Limited Common Areas, or (i1) any damages
resulting from or related to work performed by Declarant or the Declarant Parties which, as of the
date of such work, met applicable industry standards for residential dwellings of like size, location,
and purchase price.

(B)  All allegations of “Defects,” as that term is defined in the Limited Warranty
documents provided to the initial third-party Owner and to the Association, will be resolved under
and in accordance with, the Limited Warranty.

(C)  Final, binding arbitration is the sole remedy for resolving disputes involving
alleged Defects.

(D) By taking title to a Unit or the Common Areas and Limited Common Areas,
each Owner (whether an initial purchase of a Unit or a subsequent purchase) and the Association
agree to be bound by the terms of the Limited Warranty.

(E)  Bytaking title to a Unit, each Owner (whether an initial purchase of a Unit or
a subsequent purchase) agrees that such Owner has had the opportunity to obtain an independent
third party inspection prior to closing on the purchase of such Unit.

3] The length of time for coverage under the Limited Warranty shall be defined
on the Limited Warranty documentation provided to the initial Owner. No action, regardless of
form, may be brought by any Owner(s) or by the Association against the Declarant or any of the
Declarant Parties with respect to such “Defects” as are warranted by Declarant under the Limited
Warranty following the expiration of the applicable time period pertaining to such warranty or
warranties, as further set forth in the Limited Warranty.

10.2  Mandatory Binding Arbitration for Matters Involving Declarant. To the fullest extent
permitted by law, all claims and disputes of any kind that an Owner or the Association may have
arising from or in any way related to a Unit or Units or the Common Areas or Limited Common
Areas involving the Declarant and/or the Declarant Parties (a “Dispute™) shall be submitted to final
and binding arbitration. Binding arbitration shall be the sole remedy for resolving disputes between
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the Declarant and/or the Declarant Parties, and any Owner and/or the Association. Disputes subject
to binding arbitration include but are no limited to:

(A)  Any disagreement that a condition in the Unit or in the Common Areas or
Limited Common Areas is a Defect (as defined in the Limited Warranty) and is therefore
covered by the Limited Warranty;

(B)  Any disagreement as to whether a construction Defect has been corrected in
compliance with the Limited Warranty;

(C)  Any alleged breach of the Limited Warranty;

(D)  Any alleged violations of consumer protection, unfair trade practice, or other
statutes;

(E)  Any allegation of negligence, strict liability, fraud and/or breach of duty of
good faith, and all other claims arising in equity or from common law;

(F)  Any disputes concerning the issues that should be submitted to binding
arbitration;

(G) Any disputes concerning timeliness of performance and/or Buyer’s
notifications under the Limited Warranty;

(H)  Anydispute as to the payment or reimbursement of the arbitration filing fee;

1y Any dispute as to whether the Limited Warranty, or any provision thereof,
including, but not limited to any waiver under the Limited Warranty, is unenforceable;

) Any other claim arising out of or relating to the sale, design or construction of
the Unit or the Common Areas or Limited Common Areas, including, but not limited to any
claim arising out of, relating to or based on any implied warranty or claim for negligence or
strict liability not effectively waived by the Limited Warranty.

The arbitration shall be conducted in accordance with the provisions relating to arbitration as
set forth in the Limited Warranty. The rules and procedures of the designated arbitration
organization, that are in effect at the time the request for arbitration is submitted, will be
followed.

The arbitration shall be governed by the Federal Arbitration Act (9 U.S.C. § 1-16) to the exclusion of
any inconsistent state law, regulation or judicial decision. The award of the arbitrator shall be final
and binding and may be entered as a judgment in any court of competent jurisdiction.

Each party shall bear its own attorneys’ fees and costs (including expert costs) for the arbitration.
The arbitration filing fee and other arbitration fees shall be divided and paid equally as between the
parties. This filing fee shall be no more than the amount charged by the arbitration service to RWC
for each arbitration. Owners may contact RWC to determine the arbitration filing fee in effect at the
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time an arbitration is being requested. The arbitrator shall, as part of any decision, award to the party
prevailing at the arbitration any applicable filing fees or other arbitration fees paid by that party.

I[f any Owner, the Association or the Declarant or Declarant Parties files a proceeding in any court to
resolve any Dispute, such action shall not constitute a waiver of the right of such party or a bar to the
right of any other party to seek arbitration of that or any other Dispute, and the Court shall, upon
motion of any party 1o the proceeding, direct that such Dispute be arbitrated in accordance therewith.

The obligations of this Section 10.2 to submit all disputes to final, binding arbitration is wholly
independent and separate from the rights and obligations under the Limited Warranty provisions of
Section 10.1. In the event any Unit is not issued a Home Builder’s Limited Warranty as described in
Section 10.1, all disputes shall be resolved by final, binding arbitration conducted by Construction
Arbitration Services, Inc., or such other organization as the parties to the Dispute may agree upon,
pursuant to the terms of this Section 10.2.

10.3. Obligation of Owners to Provide Copy of Limited Warranty Documents to
Subsequent Purchaser. Each Owner that transfers his or her interest in a Unit shall provide a copy of
the Limited Warranty to the subsequent owner and shall thereby transfer to the subsequent owner all
remaining coverage for the Unit under the Limited Warranty.

10.4 Amendment Requires Consent of Declarant. Notwithstanding any other provision of
this Declaration, this Article and its subsections may not be amended except with the prior written
consent of the Declarant.

ARTICLE XI
GENERAL USE RESTRICTIONS

11.1 Rules and Regulations. The Association shall have authority to promulgate and
enforce such reasonable rules, regulations and procedures as may be necessary or desirable to aid the
Association in carrying out any of its functions or to insure that the Property is maintained and used
in a manner consistent with the interest of the Owners.

11.2  Use of Common Areas. The Common Areas shall be used only in a manner
consistent with their community nature and with the rules, regulations and use restrictions applicable
to Units and Condominiums. No admission fees, charges for use, leases, or other income generating
arrangement of any type shall be employed or entered into with respect to any portion of the
Common Areas. Provided, however, vending machines and similar devices approved by the Board
may be made available within the Common Areas.

11.3  Use of Units and Condominiums. All Units are improved with Condominiums and
are restricted to such use. Each Condominium shall be used only as a single-family residence. No
Unit or Condominium shall be used, occupied, or altered in violation of law, so as to jeopardize the
support of any other Condominium, so as to create a nuisance or interfere with the rights of any
Owners, or in any way which would result in an increase in the cost of any insurance covering the
Common Areas or Condominiums.
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11.4  Exception for Declarant. Notwithstanding the restrictions contained in this Article
XI, for the five (5) year period following the date on which this Declaration is filed for record in the
office of the County Recorder of Salt Lake County, Utah, Declarant shall have the right to use any
Unit or Condominium owned by it, and any part of the Common Areas reasonably necessary or
appropriate, in furtherance of any activities designed to accomplish or facilitate improvement and
sale of all Units owned by Declarant. Without limiting the foregoing, Declarant shall have the right
to maintain one or more sales offices and model Condominiums. Such offices and model
Condominiums may be located in any Condominium owned or leased by Declarant, or in one or
more separate structures or facilities placed upon the Property for the purpose of aiding the
Declarant’s sales efforts, or any combination of the foregoing. Declarant shall also have the right to
matintain a reasonable number of promotional, advertising, or directional signs, banners, or similar
devices at any place or places on the Property. Declarant shall have the right from time to time to
locate or relocate any of its sales offices, model Condominiums, signs, banners or similar devices.

11.5 Leases. Any leasc agreement between an Owner and a lessee respecting a Unit or
Condominium shall be subject in all respects to the provisions of this Declaration, the Articles, and
Bylaws, and shall provide that any failure by the lessee to comply with the terms of such documents
shall be a default under the lease. All such lease agreements shall be in writing and shall be for an
initial term of not less than thirty (30) days. An Owner shall be responsible and liable for any
damage to the Project caused by its tenant.

11.6 Easements. Easements for installation and maintenance of utilities are reserved as
shown on the Plat. Within these easements, no structure, planting or other material shall be placed or
permitted to remain which may damage or interfere with the installation, maintenance and use of
such utilities. Easements for the installation and maintenance of utilities are also reserved within
cach Condominium. It is contemplated that telephone, gas, electricity and other utilities may
originate in one Condominium and terminate in another Condominium. A right of access to all such
utilities is reserved to the Association and to all utility suppliers. The Association further reserves
the right to grant other utility easements which are reasonably necessary to the development and
operation of the Project.

11.7 Nuisances. No rubbish or debris of any kind shall be placed or permitied to
accumulate upon the Property and no odors shall be permitted to arise therefrom so as to render any
part of the Property unsanitary or unsightly or which would be offensive or detrimental to any other
part of the Property or to the occupants thereof. No noise or other nuisance shall be permitted to
exist or operate upon any part of the Property so as to be offensive or detrimental to any other part of
the Property, or to the occupants thereof. Without limiting the generality of any of the foregoing, no
exterior speakers, horns, whistles, bells or other sound devices (other than security devices used
exclusively for security purposes) shall be located, used or placed on the Property without the prior
written approval of the Board.

11.8 Temporary and Other Structures. No structures of a temporary nature, trailer,
basement house, tent, shack, shed, garage, barn or other outbuildings shall be used at any time as a
residence either temporarily or permanently, nor shall said structures be permitted on the Property at
any time. No old or secondhand structures shall be moved onto any Unit, it being the intention
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hereof that all Condominiums erected and maintained on Units or within the Property shall be new
construction of good quality, workmanship and material.

11.9  Unsightly Articles. No unsightly articles shall be permitted to remain on or near a
Unit so as to be visible from any other Unit or the Common Areas. Without limiting the generality
of the foregoing, trailers, mobile homes, trucks other than pickups, boats, tractors, vehicles other
than automobiles, campers not on a truck, snowmobiles, snow removal equipment and garden or
maintenance equipment shall be kept at all times, except when in actual use, in an enclosed structure
or screened from view. Refuse, garbage and trash shall be kept at all times in a covered, noiseless
container and any such container shall be kept within an enclosed structure or appropriately screened
from view. Service areas, storage piles, compost piles and facilities for hanging, drying or airing
clothing or houscheld fabrics shall be appropriately screened from view. No lumber, grass, shrub or
tree clippings or plant waste, metals, bulk materials or scrap or refuse or trash shall be kept, stored or
allowed to accumulate on any Unit except within an enclosed structure or when appropriately
screened from view.

11.10 No Further Subdividing. No Unit or Common Area may be further subdivided, nor
may any easement or other interest therein less than the whole be conveyed by the Owner thereof
without the prior written approval of the Association; provided, however, that nothing herein shall be
deemed to prevent or require the approval of the Association for the transfer or sale of any Unit or
Condominium to more than one person to be held by them as tenants in common, joint tenants, or
otherwise; and provided further, that nothing herein shall be deemed to prevent the expansion of the
Project on the Additional Land pursuant to Article XV.

11.11 Signs. No sign of any kind shall be displayed to the public view without the approval
of the Association, except such signs as may be used by Declarant in connection with the
development of the Project and the sale of Condominiums and/or Units and except such signs of
customary and reasonable dimensions as may be displayed on a Unit advertising a Unit or
Condominium for sale or lease. Display of any “for sale” or “for lease™ sign more than three (3) feet
by two (2) feet shall require the prior written approval of the Association. A residential
identification sign is permitted but should not exceed one (1) square foot in surface area. Numbers
on residences shall be located in a position ¢learly legible from the street, but not more than six (6)
feet above main floor level.

11.12 No Hazardous Activities. No activities shall be conducted on the Property and no
improvements constructed on the Property which are or might be unsafe or hazardous to any person
or property. Without limiting the generality of the foregoing, no firearms shall be discharged upon
the Property and no open fires nor incinerators shall be lighted or permitted on the Property except in
a contained barbecue unit while attended and in use for cooking purposes or within a safe and
well-designed interior fireplace.

11.13 Repair of Buildings. No improvement upon the Property shall be permitted to fall
into disrepair, and each such improvement shall at all times be kept in good condition and repair and
adequately painted or other-wise finished by the Owner thereof or the Association as applicable.
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11.14 Improvements and Alterations. There shall be no excavation, construction or
alteration which in any way alters the exterior appearance of any improvement within the Property
nor removal of any Condominium or other improvement within the Property (other than repairs or
rebuilding) without the prior written approval of the Association.

11.15 Rooftop Antennas. No television, ham radio, citizens band or radio antenna, satellite
receiving or other similar electronic receiving or sending device shall be permitted upon the rooftop
or side of any unit or elsewhere if exposed to view from any other Unit, Such antennas, if used, must
be of the type that are installed within the natural building structure. In no case will any such
receiving or sending antenna or other device be allowed to interfere with the peace and quiet
enjoyment of any neighboring Unit Owner’s premises or home entertainment facilities or equipment,

Provided, however, Declarant and the Association reserve the right and option to install cable
service lines and antennas as needed throughout the Project in connection with its development.

11.16 Architectural Control. No building, fence, wall or other structure shall be
commenced, erected or maintained upon the Property, nor shall any exterior addition to or change or
alteration therein be made, unless and until the plans and specifications showing the color, nature,
kind, shape, height, materials, and location of the same shall have been submitted to and approved in
writing by the Board.

11.17 General Obligations. Each Owner shall enjoy and be subject to all rights and duties
assigned to Owners pursuant to this Declaration. With respect to unsold Units, the Declarant shall
enjoy the same rights and assumes the same duties with respect to each unsold Unit.

ARTICLE XII
MORTGAGEE PROTECTION

12.1 Notice of Action. Upon written request made to the Association by a First
Mortgagee, or an insurer or governmental guarantor of a First Mortgage, which written request shall
identify the name and address of such First Mortgagee, insurer or governmental guarantor and Unit
number or address of the Condominium, any such First Mortgage, insurer or governmental guarantor
shall be entitled to timely written notice of:

(A)  Any proposed amendment of this Declaration, the Articles, or the Bylaws
effecting a change in (i) the boundaries of any Unit or the exclusive easement rights appertaining
thereto; (i1) the interest in the general or limited commeon elements appertaining to any Unit or the
liability for the Common expenses appertaining thereto; (ii1) the number of votes in the Association
appertaining to any Unit; and (iv) the purposes to which any Unit or the common elements are
restricted;

(B}  Any proposed termination of the condominium regime of the Project;

(A)  Anycondemnation loss or any casualty loss which affects a material portion of
the Project or any Unit on which there is a First Mortgage held, insured or guaranteed by such First
Mortgagee, insurer or governmental guarantor;
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(B)  Anydelinquency in the payment of assessments or charges owed by an Owner,
whose Unit is subject to a First Mortgage held, insured or guaranteed by such First Mortgagee,
insurer or governmental guarantor, which default remains uncured for a period of sixty (60) days;

(C)  Any lapse, cancellation or material modification of any insurance policy or
fidelity bond required to be maintained by the Association; and

(D)  Any proposed action which would require the consent of a specified
percentage of Eligible Mortgagees as specified in Section 12.2 below or elsewhere herein.

12.2  Matters Requiring Prior Approval of Eligible Mortgagees. Notwithstanding anything
in this Declaration to the contrary, the prior written consent of Eligible Mortgagees of Mortgages on

Units shall be required with respect to any of the following matters:

(A)  Any restoration or repair of the Project after partial condemnation or damage
due to an insurable hazard shall be substantially in accordance with this Declaration and the original
plans and specifications for the Project unless the approval of the Eligible Mortgagees of First
Mortgages on Units to which at least fifty-one percent (51%) of the votes of Units subject to First
Mortgages held by such Eligible Mortgagees are allocated, is obtained.

(B)  Any election to terminate the condominium regime after substantial
destruction or a substantial taking in condemnation of the Property shall require the approval of the
Eligible Mortgagees of First Mortgages on Units to which at least fifty-one percent (51%) of the
votes of Units subject to First Mortgages held by such Eligible Mortgagees are allocated.

(C)  Except where the formula for reallocation of interests in the Common Areas
after partial condemnation or partial destruction of the Project is fixed in advance by this Declaration
or by applicable law, no reallocation of interests in the Common Areas resulting from a partial
condemnation or partial destruction of the Project may be effected without the approval of the
Eligible Mortgagees of First Mortgages on Units to which at least fifty-one percent (51%) of the
votes of Units subject to First Mortgage held by Eligible Mortgagees are associated.

12.3 Matters Requiring Prior Approval of Owners and Eligible Mortgagees. Except as
provided elsewhere in this Declaration, and in addition to the consent required pursuant to Section

12.2 above, the following actions shall required the consent of the Owners and/or Mortgagees
indicated below:

(A)  The consent of Owners of Units to which at least sixty-seven percent (67%) of
the votes in the Association are allocated and the approval of the Eligible Mortgagees of First
Mortgages on Units to which at least sixty-seven percent (67%}) of the votes of Units subject to a

Mortgage appertain shall be required to terminate the condominium regime of the Project.

(B)  The consent of Owners of Units to which at least sixty-seven percent (67%) of
the votes in the Association are allocated and the approval of at least fifty-one percent (51%) of the
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votes of Units subject to a Mortgage appertain, shall be required to materially amend any provisions
of this Declaration, the Bylaws, or equivalent documents of the Project, or to add any material
provisions thereto, which establish, provide for, govern, or regulate any of the following:

(i)
(i)
(iii)

improvements;
(iv)
(v)
(vi)
(vii)

voting;
assessments, assessment liens, or subordination of liens;

reserves for maintenance, repair, and replacement of Common Area

any insurance or fidelity bonds required to be maintained;
rights to use of the Common Areas;
responsibility for the maintenance and repair of the Project;

expansion or contraction of the Project or the addition, annexation or

withdrawal of property to or from the Project;

(viii)
(ix)

(x)
Units;

(xi)
(xii)

boundaries of any Unit;
the interests in the Common Areas or the Limited Common Areas;

convertibility of Units into Common Areas or of Common Areas into

leasing of Units;

imposition of any right of first refusal or similar restriction on the right

of a Unit Owner to sell, transfer, or otherwise convey his or her Unit;

(xiil} establishment of self-management by the Association where
professional management has been required by this Declaration or HUD, VA, FNMA, and/or

FHLMC.

Any Mortgagee, insurer or governmental guarantor, except the Department of Veterans
Affairs, who receives a written request from the Association to approve additions or amendments to
the constituent documents and who fails to deliver or post to the Association a negative response
within thirty (30) days shall be deemed to have approved such request, provided the written request
was delivered by certified or registered mail, with a “return receipt” requested.

12.4  Availability of Project Documents and Financial Statements, The Association shall

maintain and have current copies of this Declaration, Articles, Bylaws, and other rules concerning
the Project as well as its own books, records, and financial statements available for inspection by
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Owners or by holders, insurers, and guarantors of First Mortgages that are secured by Units in the
Project. Generally, these documents shall be available during normal business hours. The
Association shall make the most recent audited financial statement and any unaudited financial
statement for the preceding fiscal year (if the Project has been established for a full fiscal year)
available to the holder, insurer, or guarantor of any First Mortgage on submission of a written request
for it. The audited financial statement shall be made available within one hundred twenty (120) days
of the Association’s fiscal vear-end,

12.5 Subordination of Lien. The lien or claim against a Unit for unpaid assessments or
charges levied by the Association pursuant to this Declaration shall be subordinate to the First
Mortgage affecting such Unit if the First Mortgage was recorded before the delinquent assessment
was due, and the First Mortgagee thereunder which comes into possession of or which obtains title to
the Unit shall take the same free of such lien or claim for unpaid assessment or charges, but only to
the extent of assessments or charges which accrue prior to foreclosure of the First Mortgage, exercise
of a power of sale available thereunder, or taking of a deed or assignment in lieu of foreclosure. No
assessment, charge, lien, or claim which is described in the preceding sentence as being subordinate
to a First Mortgage or as not to burden a First Mortgagee which comes into possession or which
obtains title shall be collected or enforced by the Association from or against a First Mortgagee, a
successor in title to a First Mortgagee, or the Unit affected or previously affected by the First
Mortgage concerned.

12.6  Payment of Taxes. Inthe event any taxes or other charges which may or have become
a lien on the Common Areas are not timely paid, or in the event the required hazard insurance
described in Section 6.4(A) lapses, is not maintained, or the premiums therefore are not paid when
due, any Mortgagee or any combination of Mortgagees may jointly or singly, pay such taxes or
premiums or secure such insurance. Any Mortgagee which expends funds for any of such purposes
shall be entitled to immediate reimbursement therefor from the Association.

12.7  Priority. No provision of this Declaration or the Articles gives or may give an Owner
or any other party priority over any rights of Mortgagees pursuant to their respective Mortgages in
the case of a distribution to Owners of insurance proceeds or condemnation awards for loss to or
taking of all or any part of the Units or the Common Areas.

ARTICLE XI1l
SEWER AND STORM DRAIN SYSTEMS

The Association will own, operate, and maintain all sewer and storm drain laterals within the
Project. The Association will pay all costs, fees, and expenses with respect to the storm drain and
sewer systems and sewer utilities as part of the Common Expenses. The Association will be
responsible for costs, damages, losses, and other liabilities arising from any defect in the storm drain
or sewer systems, including clogging, “back ups” and other failures of the sewer system. The
Association shall have the right to make assessments, as part of the Common Expenses or as special
assessments, to pay for all costs, expenses, and charges related to the storm drain and sewer systems,
including without limitation storm drain and sewer charges imposed by any governmental agency
and costs of repair and maintenance, and to impose liens therefore as permitted in this Declaration.
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ARTICLE X1V
MISCELLANEOUS

14.1 Notices. Any notice required or permitted to be given to any Owner under the
provisions of this Declaration shall be deemed to have been properly furnished if mailed postage
prepaid to the person who appears as an Owner, at the latest address for such person, appearing in the
records of the Association at the time of mailing.

142  Term. This Declaration shall be effective upon the date of recordation hereof and, as
amended from time to time, shall continue in full force and effect for a term of forty (40) years from
the date this Declaration is recorded. From and after said date, this Declaration, as amended, shall be
automatically extended for successive periods of ten (10) years each, unless there is an affirmative
vote to terminate this Declaration by seventy-five percent (75%) of the votes of the Members cast at
an election held for such purpose or otherwise approved in writing by such Members within six (6)
months prior to the expiration of the initial effective period hereof or any ten (10) year extension.

143 Amendment. Except as provided in Section 15.1(A), and elsewhere in this
Declaration, any amendment to this Declaration shall require the affirmative vote or written approval
of at least sixty-seven percent (67%) of the total votes of the Association and prior written approval
from the Department of Veterans Affairs. Any amendment authorized pursuant to this Section 14.3
shall be accomplished through the recordation in the office of the Salt Lake County Recorder of an
instrument executed by the Association. In such instrument an officer or Trustee of the Association
shall certify that the vote required by this Section 14.3 for amendment has occurred. Anything in this
Article XIV or Declaration to the contrary notwithstanding, Declarant reserves the unilateral right to
amend all or any part of this Declaration to such extent and with such language as may be requested
by FNMA, HUD, or similar agencies or entities and to further amend to the extent requested by any
other federal, state or local governmental agency which requests such an amendment as a condition
precedent to such agency’s approval of this Declaration, or by any federally chartered lending
institution as a condition precedent to lending funds upon the security of any Unit(s} or any portions
thereof. Any such amendment shall be effected by the recordation by Declarant of an amendment
duly signed by or on behalf of the authorized officers of Declarant with their signatures
acknowledged, specifying the federal, state or local governmental agency or the federally chartered
lending institution requesting the amendment and setting forth the amendatory language requested by
such agency or institution. Recordation of such an amendment shall be deemed conclusive proof of
the agency’s or institution’s request for such an amendment, and such amendment, when recorded,
shall be binding upon all of the Project and all persons having an interest therein. It is the desire of
Declarant to retain control of the Association and its activities during the anticipated period of
planning and development. [fany amendment requested pursuant to the provisions of this Section
14.3 deletes, diminishes or alters such control, Declarant alone shall have the right to amend this
Declaration to restore such control. Within ten (10) years from the date of recording this
Declaration, and so long as the Declarant is the Owner of any Unit in the Project, this Declaration
may be amended or terminated only with the written approval of the Declarant. The Declarant alone
may amend or terminate this Declaration prior to the closing of a sale of the first Unit to be sold to an
Owner.
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14.4 Rights of Action. The Association and any aggrieved Owner shall have a right of
action against Owners who fall to comply with the provisions of this Declaration or the decisions of
the Association. Owners shall have a similar right of action against the Association.

14.5 Declarant’s Rights Assignable. The rights of Declarant under this Declaration or in
any way relating to the Property may be assigned, whereupon the assignee of Declarant shall have all
the rights of Declarant hereunder.

14.6 Interpretation. The captions which precede the Articles and Sections of this
Declaration are for convenience only and in no way affect the manner in which any provision hereof
is construed. Whenever the context so requires, the singular shall include the plural, the plural shall
include the singular, the whole shall include any part thereof, and any gender shall include both other
genders. The invalidity or unenforceability of any portion of this Declaration shall not affect the
validity or enforceability of the remainder thereof. This Declaration shall be liberally construed to
effect all of its purposes.

147 Covenants to Run With Land. This Declaration and all of the provisions hereof shall
constitute covenants to run with the land or equitable servitudes, as the case may be, and shall be
binding upon and shall inure to the benefit of Declarant, all parties who hereafier acquire any interest
in a Unit or in the Common Areas, and their respective grantees, transferees, heirs, devisees, personal
representatives, successors and assigns. Each Owner or occupant of a Unit or Condominium shall
comply with, and all interests in all Units or in the. Common Areas shall be subject to, the terms of
this Declaration and the provisions of any rules, regulations, agreements, instruments and
determinations contemplated by this Declaration. By acquiring any interest in a Unit or in the
Common Areas, the party acquiring such interest consents to, and agrees to be boilnd by, each and
every provision of this Declaration.

14.8  Lists of Owners and Eligible Mortgages. The Board shall maintain up-to-date records
showing: (i) the name of each person who is an Owner, the address of such person, and the Unit
which is owned by him; (ii} the name of each person or entity who is an Eligible Mortgagee, the
address of such person or entity and the Unit which is encumbered by the Mortgage held by such
person or entity; and (ii1) the name of each person or entity who is an insurer or governmental
guarantor, the address of such person or entity, and the Unit which is encumbered by the Mortgage
insured or guaranteed by such person or entity. In the event of any transfer of a fee or undivided fee
interest in a Unit, either the transferor or transferee shall furnish the Board with evidence establishing
that the transfer has occurred and that the Deed or other instrument accomplishing the transfer is of
record in the office of the County Recorder of Salt Lake County, Utah. The Board may for all
purposes act and rely on the information concerning Owners and Unit ownership which is thus
acquired by it or, at its option, the Board may act and rely on current ownership information
respecting any Unit or Units which is obtained from the office of the County Recorder of Salt Lake
County, Utah. The address of an Owner shall be deemed to be the address of the Unit owned by
such person unless the Board is otherwise advised.
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149 Assessment of Fines. The Association may assess a fine against an Owner after the
requirements of this Section 14.9 have been met for a violation of the rules and regulations of the
Association which have been promulgated in accordance with this Declaration, the Condominium
Act, and/or the Bylaws. Before assessing a fine, the Association, through its management
committee, shall give notice to the Owner of the violation and inform the Owner that a fine will be
imposed if the violation is not cured within ten (10) days from the date of the notice, or such longer
period of time as may be specified in the notice. A fine may be assessed pursuant to this Section
14.9 only for a violation of a rule or regulation which is specifically listed in this Declaration, the
Bylaws, or the rules of the Association as an offense which is subject to a fine. The amount of any
such fine shall be in the amount specified in this Declaration, the Bylaws, or the rules of the
Association for that specific type of violation, not to exceed $500 or such greater amount as may be
permitted in the Condominium Act. Cumulative fines for a continuing violation may not exceed
$500 per month, or such greater amount as may be permitted in the Condominium Act. An Owner
who is assessed a fine pursuant to this Section 14.9 may request an informal hearing to protest or
dispute the fine within 30 days from the date the fine is assessed. The hearing shall be conducted in
accordance with the Bylaws or the rules of the Association. No interest or late fees may accrue until
after the hearing has been conducted and a final decision has been rendered. An Owner may appeal a
fine 1ssued pursuant to this Section 14.9 by initiating a civil action within 180 days after (a) a hearing
has been held and a final decision has been rendered by the Association, or (b) the time to request an
informal hearing under this Section 14.9 has expired without the Owner making such a request. A
fine assessed under this Section 14.9 which remains unpaid after the time for appeal has expired
becomes a lien against the Owner’s Unit in accordance with the same standards as a lien for
nonpayment of common expenses pursuant to Article V above.

14.10 Arbitration. Disputes between parties with respect to this Declaration, the Bylaws, or
the rules of the Association shall be submitted to arbitration pursuant to the Utah Arbitration Act,
UTAH CODE ANN. Section 78-31a-101 ef seq.

14.11 Effective Date. This Declaration and any amendment or supplement hereto shall take
effect upon its being filed for record in the office of the County Recorder of Salt Lake County, Utah.

ARTICLE XV
CONSTRUCTION IN PHASES; ADDITIONAL LAND

15.1 Construction in Phases. Itis anticipated that the Project will be developed in a series
of twelve (12) phases, each phase being designated as a “Phase” followed by a number of 1 to 12
indicating the particular phase number. The areas comprising each of the phases and their
corresponding phase numbers are shown on the Plat and the drawing attached hereto as Exhibit C.
The Declarant intends to first develop Phase 1The order of development of each phase may be as
determined by Declarant, in its sole discretion. By developing the Project in phases, it is not the
intention of the Declarant that the Project will constitute an expandable condominium project or an
expansion of the Project within the meaning of the Condominium Act. Nevertheless, if a court of
appropriate jurisdiction makes a final determination that the development of the Project in phases
constitutes an expandable condominium project or an expansion of the Project pursuant to Section
57-8-13.6 of the Condominium Act, then (and only then) the provisions of this Article XV shall
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apply, and Declarant (or its assigns) shall be deemed to have reserved, pursuant to Section 57-8-13.6
of the Condominium Act, the option to expand the Project (the “Option to Expand™) beyond Phase 1
upon the terms and provisions set forth in this Article XV without the prior consent of the Owners or
the Association. The Option to Expand must be exercised by Declarant (or its assigns) within seven
(7) years after recordation of this Declaration. The terms and conditions of the Option to Expand
shall be as follows:

(A)  Legal Description. Subject to the power granted Declarant in Section 15.1(C)
below, the real property subject to the Option to Expand consists of the real property sometimes
hereinafter referred to as the “Additional Land”, being more generally shown on Exhibit C attached
hereto as the land comprising Phases 2 through 23, inclusive. If the Project is deemed to constitute
an expandable condominium project and this Article XV is deemed to apply, then Declarant may
record an Exhibit E as an amendment or supplement to this Declaration containing the legal
description of the Additional Land shown on Exhibit C.

(B  Order of Exercise. Subject to the provisions of Section 15.1(C) below, the
Option to Expand may be exercised at different times as to each phase comprising the Additional
Land described in Section 15.1(A} and in any order elected by the Declarant. No assurance is made
with regard to which phases of the Additional Land, if any, will be added to the Project or the order
in which such phases will be so expanded. If the Option to Expand is exercised with respect to a
portion of the Additional Land, the Option to Expand may subsequently be exercised with respect to
any other portion of the Additional Land.

(C) Limitations of Expansion. Declarant shall not be restricted in the location of
improvements on the Additional Land that may be created on the Additional Land, except as may be
required by applicable zening requirements, ordinances or regulations. The maximum number of
Units that may be created on the various phases described above (a lesser number of Units may be
developed on each Phase) is as follows:

Phase 1: Clubhouse and Building 1 12 Units
Phase 2: Buildings 2, 3, and 4 11 Units
Phase 3: Buildings 5 and 6 8 Units
Phase 4: Buildings 7, 8 and 13 11 Units
Phase 5: Buildings 9 and 10 9 Units
Phase 6: Buildings 11 and 12 8 Units
Phase 7: Building 14 12 Units
Phase 8: Building 15 6 Units
Phase 9: Buildings 16 and 17 7 Units
Phase 10: Buildings 18 and 19 8 Units
Phase 11: Buildings 20 and 21 8 Units
Phase 12: Buildings 22 and 23 8 Units

The foregoing limitations on the number of Units to be constructed in any addition or
expansion of the Project are set forth herein for the purpose of satistying Section 57-8-10(4)(a)(vi1)
of the Condominium Act.
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The minimum number of Units shall be 12 and the maximum number of Units shall
be 108. Each Unit shall have an equal undivided interest in the Common Areas pursuant to Section
4.1 above.

(D)  Use Restrictions. The Units to be located on the Additional Land shall be
subject to the same uses as provided in this Declaration.

(M Use of Common Areas. Each Owner of a Unit constructed on any phase of the
Additional Land shall have an unrestricted right of ingress and egress to and from its Unit over and
across all Common Areas of the Property. Each Owner of a Unit constructed on any phase of the
Additional Land shall have the non-exclusive right to use all parking stalls located within the
Common Areas of the Property. Each Owner of a Unit constructed on any phase of the Additional
Land shall have the exclusive right to use and enjoy any Limited Common Areas that may be
designated for exclusive use by such Owner.

Q)] Nature of Improvements. Structures other than buildings containing Units
may be erected on the Additional Land. Further improvements may be made to the Additional Land
including recreational facilities, parking areas, walkways and landscaping of the Common Areas
contained therein. All Units and improvements shall be generally consistent with the existing Units
and improvements within the Project. Declarant reserves the right to add additional Limited
Common Areas to the Additional Land without limitation.

(K)Substantial Completion, All Units and other improvements constructed on and
made to the Additional Land shall be substantially completed prior to adding such Units and
improvements to the Project.

(L) Documentation to Convert. In order to add all or any portion of the Additional
Land to the Project, the Declarant (or its assigns) shall, to the extent necessary:

6] Record, with regard to the Additional Land or any portion thereof that
is being added to the Project as Units, Common Areas or Limited Common Areas, a
Supplemental Condominium Plan (“Supplemental Condominium Plan) showing the
location and dimensions of the vertical and horizontal boundaries of each Unit, Common
Areas or Limited Common Areas, if any, formed out of the Additional Land or a portion
thereof, and assigning any Limited Common Areas which are to be appurtenant to any such
Unit. Each such Supplemental Condominium Plan shall be certified as to its accuracy and
compliance with the requirements of the Condominium Act by the engineer or land surveyor
who prepared or supervised the preparation of it; and

(ii) Record simultaneously with each Supplemental Condominium Plan an
amendment to this Declaration (“Amendment™) describing the addition. Each such
Amendment shall assign a Unit number to each Unit, if any, formed out of the Additional
Land or a portion thereof and shall reallocate to each Unit, on the basis provided for in this
Declaration, votes appurtenant to each Unit, the apportionment of Common Expenses and the
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percentage of undivided interest in the Common Areas appertaining to all Units following
such addition. Except as otherwise provided by the Condominium Act, each such
Amendment or Supplemental Condominium Plan shall also describe the Limited Common
Areas, if any, formed out of the Additional Land or a portion thereof, showing or designating
the Unit or Units to which each is assigned.

The ownership interest in the Common Areas for all Units in the Project and
the apportionment of Common Expenses shall change at the time Declarant records an
Amendment and a Supplemental Condominium Plan reflecting Declarant’s exercise of the
Option to Expand. There may be multiple amendments filed by Declarant and such
amendments and supplements are hereby expressly authorized. Declarant shall have the right
to adjust the resulting ownership interests of all Units in the Common Areas of the Project as
may be necessary to assure that the total ownership interest equals 100% as required by the
Condominium Act.

(M) Title to Units. Each Owner, by execution of a contract or deed or the
acceptance of a deed to a Unit in the Project, shall be deemed to have consented to all provisions of
this Article XV, including the procedure for adjustment of Unit ownership interests. After the filing
for record of any Amendment to this Declaration and the Supplemental Condominium Plan
reflecting Declarant’s exercise of the Option to Expand, or any part thereof, legal and equitable title
to each Unit thereby created within the Additional Land including its appurtenant ownership interest
in the Common Areas shall be vested in and held by Declarant (or its assigns) and none of the other
Owners shall have any claim or title to or interest in such Unit or the appurtenant ownership interest
in the Common Areas.

(N)Conveyance of Additional Land. Declarant shall have the right to convey or
otherwise transfer its interest in the Additicnal Land or any portion thereof, and such conveyance or
transfer shall not terminate this Option to Expand with respect to any portion of the Additional Land
and the grantee of any portion of the Additional Land shall have the same option and rights as
Declarant hereunder.

152  Amendment. No provision of this Article XV shall be amended without the prior
written consent of Declarant or its successor in interest, so long as Declarant or its successor in
interest either owns or has the right to acquire or construct any Units in the Project.

[Remainder of page intentionally left blank.
Signature page follows immediately.]
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Executed on the day and year first written above.

DECLARANT: BELLA MONTE, LLC,
a Utah limited lability company
By: COMPASS INVESTMENTS L.C,,
a Utah limited liability company
Its Manager
By: COMPASS DEVELOPMENT GROUP,
INC., a Utah corporation
[ts Manager

3’@@9@3
Its Président

STATE OF UTAH )
: SS.
County of Salt Lake )
On the || day of M &9 , 2007, personally appeared before me Steven F

Lowe, the President of Compass Development Group, Inc., a Utah corporation, who duly
acknowledged to and before me that he executed the foregoing instrument for and on behalf of said
corporation, in its capacity as the Manager for and on behalf of Compass Investments, L.C., a Utah
limited liability company, in its capacity as the Manager for and on behalf of Bella Monte, LLC, a
Utah limited liability company, having authority to so act.

To 2

Notaf§ Public 4 o

NOTARY PUBLIC
BRANDON HOLBROOK
475 N. Redwood Rd., Apt. 42
Salt Lake City, Utah 84116
My Commission Expires
February 5, 2011
STATE OF UTAH

[Seal]

Sk lempBelia Montadeclaravon. CCARs() doc
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EXHIBIT A
LEGAL DESCRIPTION
The following property is located in Salt Lake County, Utah:

BEGINNING at the intersection of the Easterly right of way and no access line of Interstate
Highway 15 and Minute Man Drive, a frontage Road also known as UDOT Project No. SP-
0154(8)), which point is North 89°54°19” East 153.95 fect along the Quarter Section Line to an
existing Brass Witness Corner Monument and North 0°05°36” West 1,941.26 feet and North
89°54°14™ East 113.60 feet from the West Quarter Corner of Section 6, Township 4 South,
Range 1 East, Salt Lake Base and Meridian, and running thence Easterly 160.75 feet along the
boundary of said Minute Man Drive on the arc of a 66.75 foot radius curve to the left through a
central angle of 137°59°38” (Chord bears North 72°17°15” East 124.63 feet); thence South
89°51°55” East 483.39 feet, more or less, to the Westerly boundary line of that property
described in that Special Warranty Deed recorded December 28, 2004, as Entry No. 9260236, in
Book 9077, at Page 8164, recorded in the office of the Salt Lake County Recorder’s Office;
thence South 0°06°15” East 341.33 feet along said Westerly line to the Southwest corner of said
property; thence South 89°52°20™ East 741.37 feet; (South 89°51°15” East as per deed) along the
Southerly line of said property 10 a point on the Westerly boundary line of 150 East Street; thence
along said Westerly Boundary of 150 East Street in the following two courses: (1) South
0°08°25” West 165.02 feet, (2) Southwesterly 147.40 feet along the arc of a 423.32 foot Radius
curve to the right through a central anglc of 19°57°02” (Chord bears South 10°06°56” West
146.66 feet); thence along the boundary of the UDOT Property in the following nine courses to
the point of beginning: (1) North 89°52°41” West 317.46 feet, (2) North 55°46°51” West 223.34
feet, (3) North 66°32730” West 247.99 feet, (4) South 0°02°54” East 1.24 feet, (5) North
83°45°59” West 148.48 feet, (6) North 88°01°23” West 263.53 feet, (7) North 20°26°20” West
65.88 feet, (8) South 69°33°40” West 38.13 feet, (9) North 20°26°20” West 339.60 feet along
said right of way and no access line.

Being the proposed plat of BELLA MONTE CONDOMINIUMS.

Part of Parcel Identification Nos. 34-06-102-002, 34-06-102-005 and 34-06-101-022.
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EXHIBIT B

LIST OF UNITS, ADDRESSES AND ASSESSMENT PERCENTAGES

Phase | Building Unit Address Assessment
No. No. Percentage

1 1 111 13528 South Venicia Way #1 .925926%
112 13528 South Venicia Way #2 925926%

113 13528 South Venicia Way #3 .925926%

114 13528 South Venicia Way #4 925926%

121 13528 Scuth Venicia Way #5 .925926%

122 13528 South Venicia Way #6 .925926%

123 13528 South Venicia Way #7 925926%

124 13528 South Venicia Way #8 .925926%

131 13528 South Venicia Way #9 .925926%

132 13528 South Venicia Way #10 .925926%

133 13528 South Venicia Way #11 .925926%

134 13528 South Venicia Way #12 .925926%

2 2 2-1 11 East Torino Cove .925926%
2-2 13 East Torino Cove .925926%

2-3 17 East Toring Cove .925926%

3 3-1 13525 South Venicia Way .925926%

3-2 13529 South Venicia Way 925926%

3-3 13533 South Venicia Way 925926%

3-4 13537 South Venicia Way .925926%

4 4-1 13545 South Venicia Way .925926%

4-2 13549 South Venicia Way .925926%

4-3 13553 South Venicia Way .925926%

4-4 13557 South Venicia Way .925926%

3 5 5-1 13544 South Villa Rosa Way .925926%
5-2 13548 South Villa Rosa Way .925926%

5-3 13552 South Villa Rosa Way .925926%

5-4 13556 South Villa Rosa Way 925926%

6 6-1 13524 South Villa Rosa Way 925926%

6-2 13528 South Villa Rosa Way .925926%

6-3 13532 South Villa Rosa Way .925926%

6-4 13536 South Villa Rosa Way .925926%

4 7 7-1 26 East Bella Monte Drive 925926%
7-2 28 East Bella Monte Drive .925926%

7-3 32 East Bella Monte Drive .925926%

8 8-1 36 East Bella Monte Drive 925926%

8-2 40 East Bella Monte Drive .925926%

8-3 42 East Bella Monte Drive 925926%

Declaratton of CC&Rs

B-1

Bella Monte at Drapr Meadows Condominiums

BK 9465 PG 6523




8-4 44 East Bella Monte Drive 925926%

8-5 48 East Bella Monte Drive .925926%

13 13-1 13504 South Livorno Cove 925926%

13-2 13510 South Livorno Cove .925926%

13-3 13514 South Livorno Cove .925926%

5 9 5-1 13523 South Villa Rosa Way .925926%
5-2 13527 South Villa Rosa Way .925926%

5-3 13531 South Villa Rosa Way .925926%

5-4 13535 South Villa Rosa Way .925926%

10 10-1 13545 South Villa Rosa Way 925926%

10-2 13549 South Villa Rosa Way .925926%

10-3 13553 South Villa Rosa Way .925926%

10-4 13559 South Villa Rosa Way .925926%

10-5 13563 South Villa Rosa Way .925926%

6 11 11-1 28 East Bella Monte Drive .925926%
11-2 34 East Bella Monte Drive .925926%

11-3 38 East Bella Monte Drive 925926%

11-4 42 East Bella Monte Drive .925926%

12 12-1 50 East Bella Monte Drive .925926%

12-2 54 East Bella Monte Drive .925926%

12-3 58 East Bella Monte Drive .925926%

12-4 62 East Bella Monte Drive .925926%

7 14 1411 34 East Bella Monte Drive #1} .925926%
1412 34 East Bella Monte Drive #2 .925926%

1413 34 East Bella Monte Drive #3 .925926%

1414 34 East Bella Monte Drive #4 .925926%

1421 34 East Bella Monte Drive #5 .925926%

1422 34 East Bella Monte Drive #6 .925926%

1423 34 East Bella Monte Drive #7 .925926%

1424 34 East Bella Monte Drive #8 925926%

1431 34 East Bella Monte Drive #9 925926%

1432 34 East Bella Monte Drive #10 .925926%

1433 34 East Bella Monte Drive #11 .925926%

1434 34 East Bella Monte Drive #12 .925926%

8 15 15-1 13565 South Luscerno Cove .925926%
15-2 13571 South Luscerno Cove .925926%

15-3 13575 South Luscerno Cove .925926%

15-4 13579 South Luscerno Cove 925926%

15-5 13585 South Luscerno Cove .925926%

15-6 13589 South Luscerno Cove .925926%

9 16 16-1 13580 South Florenza Way .925926%
16-2 13576 South Florenza Way .925926%

16-3 13572 South Florenza Way 925926%

Declaration of CC&Rs B-2 Bella Monte at Drapr Meadows Condominiums

BK 9465 PG 6524




16-4 13568 South Florenza Way .925926%

17 17-1 13602 South Florenza Way .925926%

17-2 13598 South Florenza Way .925926%

17-3 13592 South Florenza Way .925926%

10 18 18-1 13567 South Florenza Way .925926%
18-2 13571 South Florenza Way 925926%

18-3 13575 South Florenza Way .925926%

18-4 13579 South Florenza Way 925926%

19 16-1 13591 South Florenza Way .925926%

19-2 13595 South Florenza Way 925926%

19-3 13599 South Florenza Way 925926%

19-4 13603 South Florenza Way .925926%

11 20 20-1 13582 South Cantania Way 925926%
20-2 13578 South Cantania Way 925926%

20-3 13574 South Cantania Way 925926%

20-4 13568 South Cantania Way 925926%

21 21-1 13606 South Cantania Way .925926%

21-2 13598 South Cantania Way .925926%

21-3 13594 South Cantania Way .925926%

21-4 13590 South Cantania Way .925926%

12 22 22-1 13593 South Cantania Way 925926%
22-2 13599 South Cantania Way 925926%

22-3 13603 South Cantania Way 925926%

22-4 13607 South Cantania Way 925926%

23 23-1 13569 South Cantania Way 925926%

23-2 13573 South Cantania Way 925926%

23-3 13579 South Cantania Way .925926%

23-4 13583 South Cantania Way .925926%
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EXHIBIT €
SITE PLAN

See attached.
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BYLAWS
OF
BELLA MONTE
OWNERS ASSOCIATION, INC.

The following Bylaws of the Bella Monte Owners Association, Inc., were adopted this ___

day of December, 2005.

ARTICLE ONE
NAME AND LOCATION

The name of the corporation is Bella Monte Owners Association, Inc., (the “Association”).
The principal office of the Association shall be located at 919 South 220 East Salt Lake City, Utah
84108, but the mestings of Members and Trustees may be held at such places in Salt Lake County,
State of Utah, as may be designated by the Board of Trustees.

ARTICLE TWO
APPLICATION OF BYLAWS

All present and future owners, mortgagees, lessees and occupants of any Unit or
Condominium and any other persons who may use the facilities or the Project in any manner are
subject to these Bylaws, the “Declaration of Covenants, Condltlons and Restrictions of Bella Monte
at Draper Meadows Condominiums™ dated SR taias, 2005 (the “Declaration”), and all
rules made pursuant hereto and any amendments hereof. The acceptance of a deed or conveyance or
the entering into of a lease or the act of occupancy of a Unit or Condominium shall constitute an
agreement that the provisions of the Declaration and these Bylaws and any rules and regulations
made pursuant hereto, as they may be amended from time to time, are accepted, ratified and will be
complied with. Certain capitalized terms in these Bylaws shall be defined in accordance with the

definition for such terms set forth in the Declaration.

ARTICLE THREE
MEETINGS OF MEMBERS

Section 1. Annual Meetings. The first annual meeting of persons holding an ownership
interest in the Association, as authorized and permitted herein (each a2 “Member” and, collectively,
the “Members™) shall be held within one (1) year from the date of incorporation of the Association,
and each subsequent regular meeting of the Members shall be held on the second Tuesday of each
January, at the hour of 7:00 o’clock p.m. at the Project or some reasonable location in Salt Lake
County, Utah, or on such other annual date and time fixed from time to time by the Board of
Trustees and as to which the Members have been given notice, If the day for the annual meeting of
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the Members is a legal holiday, the meeting will be held at the same hour on the first day following
which is not a legal holiday.

Section 2. Special Meetings. Special meetings of the Members may be called at any time by
the President or by the Board of Trustees, or upon written request of the Members who are entitled to
vote twenty-five percent (25%) of all of the votes of the membership.

Section 3. Notice of Meetings. Written notice of each meeting of the Members shall be
given by, or at the direction of, the Secretary of the Assaciation or person authorized to call the
meeting, by mailing a copy of such notice, postage prepaid, at least fifteen (15) days before such
meeting to each Member entitled to vote thereat, addressed to the Member’s address last appearing
on the books of the Association, or supplied by such Member to the Association for the purpose of
notice. Such notice shall specify the place, day and hour of the meeting, and, in the case of a special
meeting, the purpose of the meeting.

Section 4. Quorum. The presence at the meeting of Members entitled to cast, or of proxies
entitled to cast, fifty percent (50%) or more of the votes of the membership shall constitute 2 quorum
for any action except as otherwise provided in the Articles, the Declaration, or these Bylaws. If,
however, such a quorum shall not be present or represented at any meeting, the Members entitled to
vote thereat shall have the power to adjourn the meeting from time to time, without notice other than
announcement at the meeting, until a quorum as aforesaid shall be present or be represented by

proxy.

Section 5. Voting. At all meetings of Members, each Member may vote in person, by
written ballot, or by proxy. Except as otherwise provided in Section 7 of this Article Three, in the
event that ownership of a Unit is jointly held by two or more persons (each a “Joint Owner™), the
Association may accept the vote of any one Joint Owner as the vote for such Unit, unless it receives
written notice to the contrary from any of the other Joint Owners of such Unit. The Association may
accept votes, consents, written ballots, waivers, proxy appointments, and proxy revocations of the
Members in accordance with the provisions of UTAH CODE ANN. §16-6a-713.

Section 6. Action Taken Without a Meeting, Any action that may be taken at any regular or
special meeting of the Association may be taken without a meeting if the following requirements are
met:

6.1 A written ballot is distributed to every Member entitled to vote setting forth
the proposed action, providing an opportunity to signify approval or disapproval of the
proposal and providing a reasonable time for the Member to return the ballot to the
Association.

6.2  Thenumber of votes cast by ballot within the specified time under Subsection
6.1 equals or exceeds the quorum required to be present at a meeting authorizing the action.
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6.3  The number of approvals of the action equals or exceeds the number of votes
required to approve the action at a meeting at which the total number of votes cast was the
same as the number of votes cast by written ballot.

6.4  The written ballot distributed to Members affords an opportunity for the
Member to specify a choice between approval and disapproval of each order of business
proposed to be acted upon by the Association and further provides that the vote of the
Members shall be cast in accordance with the choice specified.

In addition to the foregoing, any action that may be taken at any annual or special meeting of
Members may be taken without a meeting and without prior notice if the requirements of UTAH

" CODE ANN. §16-6a-707 have been satisfied.

Section 7. Proxies. At each meeting of the Members, each Member entitled to vote shall be
entitled to vote in person or by proxy; provided, however, that the right to vote by proxy shall exist
only where the instrument authorizing such proxy to act shall have been executed by the Member
himself or by his attorney thereunto duly authorized in writing or which satisfies the requirements of
UrtaH CODE ANN. §16-6a-712. The instrument authorizing the proxy to act shall meet the
requirements set forth in Subsection 6.4 above and shall indicate the name of the secretary of the
Association, or such other officer or person or who may be acting as the secretary at the meeting to

" whom the proxy is to be given for the purpose of casting the vate to reflect the absent Member’s vote

as specified in the form of proxy. Ifa Unit is jointly held, the instrument authorizing a proxy to act
must have been executed by all Joint Owners of such Unit or their attomeys thereunto duly
authorized in writing. Such instrument authorizing a proxy to act shall be delivered at the beginning
of the mecting to the Secretary of the Association or to such other officer or person who may be
acting as secretary of the meeting. The secretary of the meeting shall enter a record of all such
proxies in the minutes of the meeting.

ARTICLE FOUR
BOARD OF TRUSTEES, SELECTION, TERM OF OFFICE

Section 1. Number. The affairs of this Association shall be managed by a Board of Trustees
of at least three (3) but no more than seven (7) trustees, who need not be Members ofthe Association
(each a *Trustee™)

Section 2. Term of Office. At the first annual meeting, the Members shall elect at least one
Trustee for a term of one (1) year, at least one Trustee for a term of two (2) years, and at least one
Trustee for a term of three (3) years; and at each annual meeting thereafter the Members shall elect
replacement Trustees for a term of three (3) years. Notwithstanding the foregoing, until such time as
the Declarant (as defined in the Declaration) ceases to have the exclusive authority to appoint all
Trustees, the Trustees shall be appointed by the Declarant.
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) Section 3. Removal. Any Trustee may be removed from the Board of Trustees, with or
without cause, by a majority vote of the Members of the Association; provided, however, until such
time as the Declarant ceases to have the exclusive authority to appoint all Trustees, a Trustee may
only be remaved by the Declarant. In the event of death, resignation or removal of a Trustee, his
successor shall be selected by the remaining Members of the Board of Trustees and shall serve for
the unexpired term of his predecessor.

Section 4. Compensation. No Trustee shall receive compensation for any setvice he may
render to the Association. However, any Trustee may be reimbursed for his actual expenses incurred
in the performance of his duties. :

Section 5. Action Taken Without a Meeting. The Trustees shall have the right to take any
action in-the absence of a meeting which they could take at a meeting by obtaining the written
approval of all the Trustees. Any action so approved shall have the same effect as though taken ata
meeting of the Trustees.

Section 6, Vacancies. If a vacancy occurs on the Board of Trustees, including a vacancy
resulting from an increase in the number of Trustees, the vacancy may be filled by the Members or
by the Board of Trustees in accordance with UTAH CODE ANN. §16-6a-810.

ARTICLE FIVE
NOMINATION AND ELECTION OF TRUSTEES

Section 1. Nomination. The provisions of this Article Five shall take effect at such time as
the Declarant ceases to have the exclusive authority to appoint all Trustees. Nomination for election
to the Board of Trustees shall be made by a nominating committee. Nominations may also be made
from the floor at the annual meeting. The nominating committee shall consist of a Chairman, who
shall be a member of the Board of Trustees, and two (2) or more Members of the Association. The
nominating committee shall be appointed by the Board of Trustees prior to each annual meeting of
the Members, to serve from the close of such annual meeting until the close of the next annual
meeting and such appointment shall be announced at each annual meeting. The nominating
committee shall make as many nominations for election to the Board of Trustees as it shall in its
discretion determine, but not less than the number of vacancies that are to be filled. Such
nominations may be made from among Members or non-Members.

Section 2. Electicn. Election to the Board of Trustees shall be by secret written ballot. At
such election the Members or their proxies may cast, in respect to cach vacancy, as many votes as
they are entitled to exercise under the provisions of the Declaration. The persons receiving the
largest number of votes shall be elected; provided, however, until such time as the Declarant ceases
to have the exclusive authority to appoint all Trustees, the Trustees shall be appointed by the
Declarant. Cumulative voting is not permitted.
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ARTICLE SIX
MEETING OF TRUSTEES

Section 1. Regular Meetings. The Board of Trustees shall hold a regular meeting at least

quarterly, without notice, at such place and hour as may be fixed from time to time by resolution of
the Board of Trustees. Should said mesting fall upon a legal holiday in the State of Utah, then that
meeting shall be held at the same time on the next day which is not a legal holiday.

Section 2. Special Meetings. Special meetings of the Board of Trustees shall be held when

called by the President of the Association, or by any two (2) Trustees, after not less than three (3)
days’® notice to each Trustee,

Section 3. Quorum. A majority of the number of Trustees shall constitute a quorum for the

transaction of business. Every act or decision done or made by a majority of the Trustees present ata
duly held meeting at which a quorum is present shall be regarded as the act of the Board of Trustees.

Bylaws

ARTICLE SEVEN
POWERS AND DUTIES OF THE BOARD OF TRUSTEES

Section 1. Powers. The Board of Trustees shall have power to:

1.1 Adopt and publish nules and regulations governing the use of the Common
Areas, and the personal conduct of the Members and their guests thereon, and to establish
penalties for the infraction thereof,

1.2 Upon reasonable notice and the opportunity for a hearing to a Member,
suspend the voting rights of a Member during any period in which such Member shall be in
default in the payment of any assessment levied by the Association. Such rights may also be
suspended after notice and hearing, for a period not to exceed sixty (60) days for infraction of
published rules and regulations;

1.3 Adopt and publish rules and regulations, the violation of which may impose a
fine on a Member, and adopt the amount of fines and the procedures for giving notice and
holding hearings with respect thereto;

1.4  Exercise for the Association all powers, duties and authority vested in or
delegated to this Association and not reserved to the membership by other provisions of these
Bylaws, the Articles, or the Declaration;

1.5  Declare the office of a member of the Board of Trustees to be vacant in the

event such member shall be absent from three (3) consecutive regular meetings of the Board
of Trustees; and
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1.6 Employ a Manager, an independent contractor, and such other employees as
they deem necessary, and to prescribe their duties.

Section 2. Duties. It shail be the duty of the Board of Trustees to:

2.1 Cause to be kept a complete record of all its acts and corporate affairs and to
present a statement thereof to the Members at the annual meeting of the Members, or at any
special meeting when such statement is requested in writing by one-fourth (1/4) of the
Members who are entitled to vote;

2.2 Supervise all officers, agents and employees of this Association, and to see
that their duties are properly performed;

2.3  Asmore fully provided in the Declaration, to:

(a) Fix the amount of the annual assessment against each Unit at thirty
(30) days in advance of each annual assessment period;

(b)  Send written notice of each assessment to every Owner subject at least
thirty (30) days in advance of each annual assessment period; and

(¢}  Foreclose at its discretion the lien against any Unit for which
assessments are not timely paid and/or to bring an action at law against the Owner
personally obligated to pay the same.

2.4  Issue, orcause an appropriate officer to issue, upon demand by any person, a
certificate setting forth whether or not any assessment has been paid. A reasonable charge
may be made by the Board of Trustees for the issuance of these certificates. If a certificate
states an assessment has been paid, such cerfificate shall be conclusive evidence of such

payment;

2.5  Procure and maintain adequate liability and hazard insurance on property

owned by the association, and adequate officers and trustees indemmity insurance, and all
other insurance required by the Declaration;

Bylaws

2.6 Cause all officers or employees having fiscal responsibilities to be bonded, as
it may deem appropriate;

2.7 Cause the Common Areas and the Condominium Building Exteriors to be
maintained;

2.8  Permit First Mortgagees of Units in the Project to pay taxes or other charges
which are in default and which may or have become a charge against the Commeon Areas of
the Association, and such First Mortgagees may pay overdue premiums on hazard insurance
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policies, or secure new hazard insurance coverage on the lapse of a policy for such property,
and such First Mortgagees, upon making such payments, shall be owed immediate
reimbursement therefor from the Association; and

29 Assess and collect alil-assessments referred to or authorized in the Declaration.

ARTICLE EIGHT
OFFICERS AND THEIR DUTIES

Section 1. Enumeration of Officers. The officers of this Association shall be a President and
Vice President, a Secretary, and a Treasurer, and such other officers as the Board of Trustees may
from time to time by resclution create. The President and Vice Presidents shall all be members of
the Board of Trustees, but the other officers need not be members of the Board of Trustees and may
be persons who are Members and persons who are not Members.

Section 2. Election of Officers. The election of officers shall take place at the first meeting
of the Board of Trustees following each annual meeting of the Members.

Section 3. Term. The officers of this Association shall be elected annually by the Board of
Trustees and each shall hold office for one (1) year or until his or her successor is elected and has
qualified, unless he or she shall sooner resign, or shall be removed, or otherwise disqualified to
serve.

Section 4. Special Appointments. The Board of Trustees may elect such other officers as the
affairs of the Association may require, each of whom shatll hold office for such period, have such
authority, and perform such duties as the Board of Trustees may, from time to time, determine.

Section 5. Resignation and Removal. Any officer may be removed from office with or
without cause by the Board of Trustees. Any officer may resign at any time by giving written notice
to the Board of Trustees, the President or the Secretary. Such resignation shall take effect on the date
of receipt of such notice or at any later time specified therein, and unless otherwise specified therein,
the acceptance of such resignation shall not be necessary to make it effective.

Section 6. Vacancies. A vacancy in any office may be filled by appointment by the Board of
Trustees. The officer appointed to such vacancy shall serve for the remainder of the term of the
officer he replaces.

Section 7. Multiple Offices. The offices of Secretary and Treasurer may be held by the same
person. No person shall simultaneously hold more than one of any of the other offices except in the
case of special offices created pursuant Section 4 of this Article Eight,

Section 8. Duties. The duties of the officers are as follows:
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President: The President shall preside at all meetings of the Board of Trustees; shall
see that orders and resclutions of the Board of Trustees are carmried out; and shall sign all
leases, mortgages, promissory notes, checks, deeds and other written instruments.

Vice President: The Vice President shall act in the place and stead of the President in
the event of his absence, inability or refusal to act, and shall exercise and discharge such
other duties as may be required of him by the Board of Trustees.

Secretary: The Secretary shall record the votes and keep the minutes of all meetings
and proceedings of the Board of Trustees and of the Members; keep the corporate seal of the
Association and affix it on all papers requiring said seal; serve notice of meetings of the
Board of Trustees and of the Members; keep appropriate current records showing the
Members of the Association together with their addresses; and shall perform such other
duties as required by the Board of Trustees.

Treasurer: The Treasurer shall receive and deposit in appropriate bank accounts all
monies of the Association and shall disburse such fimds as directed by resolution of the
Board of Trustees; shall, together with the President, sign all checks and promissory notes of
the Association; keep proper books of account; cause an annual audit or review of the
Association books to be made by a public accountant at the completion of each fiscal year;
and shall prepare an annual budget and statement of income and expenditures, and deliver a
copy of each to the Members. '

ARTICLE NINE
INDEMNIFICATION OF OFFICERS AND TRUSTEES

The Association shall provide any indemnification required or pérmitted by the laws of Utah,
including without limitation indemnification which may or is required to be provided pursuant to
UTaH CODE ANN. §§16-62-901 to 901, and shall indemnify Trustees, officers, agents and employees
as follows:

Section 1. Third Party Litigation. The Association shall indemnify any Trustee or officer of
the Association who was or is a party or is threatened to be made a party to any threatened, pending,
or completed action, suit or proceedings, whether civil, criminal, administrative, or investigative
(other than an action by or in the right of the Association) by reason of the fact that he is or was such
Trustee or officer or an employee or agent of the Association, or is or was serving at the request of
the Association as a trustee, officer, employee, or agent of another corporation, partnership, joint
venture, trust or other enterprise, against expenses (including attorney’s fees), judgments, fines and
amounts paid in settlement actually and reasonably incurred by him in connection with such action,
suit or proceeding if he acted in good faith and in a manner which he reasonably believed to be in or
not opposed to the best interests of the Association, and, with respect to any criminal action or
proceeding, had no reasonable cause to believe his conduct was unlawful. The termination of any
action, suit or proceeding by judgment, order, seftlement, conviction, or upon: a plea of nolo
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contendere or its equivalent, shall not, of itself, create a presumption that the person did not act in
good faith, and in a manner which he reasonably believed to be in or not opposed to the best interest
of the Association, and with respect to any criminal action or proceeding, had reasonable cause to
believe that his conduct was unlawful.

Section 2. Association Litigation. The Association shall indemnify any Trustee or officer of
the Association who was or is a party or is threatened to be made a party to any threatened, pending,
or completed action or suit by or in the right of the Association to procure a judgment in its favor by
reason of the fact that he is or was such a Trustee or officer of an employee or agent of the
Association, or is or was serving at the request of the Association as trustee, officer, employee, or
agent of another corporation, partnership, joint venture, trust or other enterprise, against expenses
(including attorney’s fees) actually and reasonably incurred by him in connection with the defense or
settlement of such action or suit if he acted in good faith and in a manner he reasonably believed to
be in or not opposed to the best interests of the Association, except that no indemnification shall be
made in respect of any claim, issue, or matter as to which such person shall have been adjudged to be
liable for negligence or misconduct in the performance of his duty to the Association unless and only
to the extent that the court in which such action or suit was brought, or any other court having
jurisdiction in the premises, shall determine upon application that, despite the adjudication of
liability but in view of all circumstances of the case, such person is fairly and reasonably entitled to
indemnify for such expenses which such court shall deem proper.

Section 3. Expenses. To the extent that a Trustee or officer of the Association has been
successful on the merits or otherwise in defense of any action, suit or proceeding referred to in
Section 1 or 2 of this Article Nine, or in defense of any claim, issue, or matter therein, he shall be
indemnified against expenses (including attorney’s fees) actually and reasonably incurred by him in
connection therewith, without the necessity for the deterination as to the standard of conduct as
provided in Section 4 of this Article Nine.

Section 4. Determination of Right to Indemnity. Any indemnification under Section 1 or 2
of this Article Nine (unless ordered by a court) shall be made by the Association only as authorized
in the specific case upon a determination that indemnification of the Trustee or officer is praper in
the circumstances because he has met the applicable standard of conduct set forth in Section 1 or 2 of
this Article Nine. Such determination shall be made (i) by the Board of Trustees of the Association
by 2 majority vote of a quorum consisting of Trustees who were not parties to such action, suit or
proceeding, or (ii) if such a quorum is not obtainable, or even if obtainable, and such a quorum of
disinterested Trustees so directs, by independent legal counsel (who may be regular counsel for the
Association) in a written opinion; and any determination so made shall be conclusive.

Section 5, Advance of Expenses, Expenses incurred in defending a civil or criminal action,
suit or proceeding may be paid by the Association in advance of the final disposition of such action,
suit or proceeding, as anthorized in the particular case, upon receipt of an undertaking by or on
behalf of the Trustee or officer to repay such amount unless it shall ultimately be determined that he
is entitled to be indemnified by the Association as authorized in this Article Nine.
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Section 6. Other Indemnification Rights. Agents and employees of the Association who are
not Trustees or officers of the Association may be indemnified under the same standards and
procedures set forth above, in the discretion of the Board of Trustees of the Association.

Section 7. Benefited Parties. Any indemnification pursuant to this Article Nine shall not be
deemed exclusive of any other rights to which those indemnified may be entitled and shall continue
as to a person who has ceased to be a Trustee or officer and shall inure to the benefit of the heirs,
executors, and administrators of such a person.

ARTICLE TEN
COMMITTEES

The Association shall appoint a nominating committee, as provided in these Bylaws. In
addition, the Board of Trustees shall appoint other committees as deemed appropriate in carrying out
its purpose, and may delegate to such committees the authority to act for the Board of Trustees in a
manner not inconsistepjt with the Articles, these Bylaws, the Declaration, or applicable law.

ARTICLE ELEVEN
BOOKS AND RECORDS

Section 1. - Accounting,

1.1 The books and accounts of the Association shall be kept in accordance with
reasonable accounting procedures used by similar condominium projects under the direction
of the Treasurer.

1.2 Attheclose of each fiscal year, the books and records of the Association shall
be reviewed by an independent public accountant approved by the Association and
distributed to all Owners.

Section 2. Inspection of Records. The membership register, books of account and minutes of
meetings of the Association, of the Board of Trustees and of committees of the Board of Trustees,
and all other records of the Project maintained by the association or Manager shall be made available
for inspection and copying by any Member of the Association or his duly appointed representative at
any reasonable time and for a non-commercial purpose reasonably related to his interest as a
Member, at the office where the records are maintained. Upon receipt of an authenticated written
request from a Member along with the fee prescribed by the Board of Trustees to defray the costs of
reproduction, the Manager or other custodian of records of the Association shall prepare and transmit
to the Member a copy of any and all records requested. The Board of Trustees shall establish
reasonable rules with respect to:

2.1  Notice to be given to the custodian of the records by the Member desiring te
make the inspection;
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22  Hours and days of the week when such an inspection may be made; and

23  Payment of the cost of reproducing copies of documents requested by a
Member.

Every member of the Board of Trustees, subject to the conditions set forth above, shall have the
absolute right at any reasonable time to inspect and make copies of all books, records and documents
of the Association and to inspect all real and personal properties owned or controlled by the
Association.

ARTICLE TWELVE
ASSESSMENTS

All assessments shall be made in accordance with the general provisions of Article V of the
Declaration. The Treasurer shall keep detailed records of all receipts and expenditures, including
expenditures affecting the Project, specifying and itemizing the maintenance, repair and replacement
expenses of the Project and any other expenses incurred. Such records shall be available for
examination by the Owners during regular business hours. In accordance with the actions of the
Board of Trustees in assessing Common Expenses against the Units and Owners, the Treasurer shall
keep an accurate record of such assessments and of the payments thereof by each Owner.

ARTICLE THIRTEEN
AMENDMENTS

Section 1. Amendment Procedure. These Bylaws may be amended, at a regular or special
meeting of the Members, by a vote of 2 majority of a quorum of the Members present in person or by
proxy. These Bylaws may also be amended by the Trustees as prov:ded in the UTAH CODE ANN,
§16-6a-1010, as amended.

Section 2, Conflict. In the case of any conflict between the Articles of Incorporation and
these Bylaws, the Articles shall control; and in the case of any conflict between the Declaration and
these Bylaws, the Declaration shatl control.

IN WITNESS WHEREOQF, we, being all of the original Trustees of Bella Monte Owners
Association, Inc., have hereunto set our hands this day of December, 2005.

[
Steven F\Lowe{ Tru: tée

LU/L/‘ e

Ruth W. Lowe, Tr@ee

Bella Mante Owners Asseciation, Inc.
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