THE NORTH PASTURE HOMEOWNERS ASSOCIATION, INC.
RESPONSIBLE GOVERNANCE POLICY STATEMENTS

Notwithstanding any provisions in the Declaration of the North Pasture, or the Articles of
Incorporation, Bylaws and/ or Rules and Regulations of The North Pasture Homeowners
Association, Inc. (hereafter the “Association”) to the contrary, and in order to comply with
Colorado law governing common interest communities, the Board of Directors (hereafter “the
Board”) does hereby adopt the following Responsible Governance Policy Statements as its Rules
and Regulations, which are attached hereto and incorporated by reference.

Responsible Governance Policie
Rules and Regulation
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PUBLIC DISCLOSURES AND MAINTENANCE OF ACCURATE AND COMPLETE
ACCOUNTING RECORDS

The Association shall maintain accurate and complete accounting records as required by
the Colorado Revised Statutes. Within ninety days after the end of each fiscal year, the
Association shall make the following information available to members upon reasonable notice:

1. The date on which its fiscal year commences;
2. The operating budget for the current fiscal year;

3. A list, by unit type, of the association's current assessments, including both regular
and special assessments;

4. Its annual financial statements, including any amounts held in reserve for the fiscal
year immediately preceding the current annual disclosure;

5. The results of its most recent available financial audit or review;

6. A list of all Association insurance policies, including, but not limited to, property,
general liability, association director and officer professional liability, and fidelity
policies. Such list shall include the company names, policy limits, policy deductibles,
additional named insureds, and expiration dates of the policies listed.

7. All the Association's bylaws, articles, and rules and regulations;

8. The minutes of the Board of Director and member meetings for the fiscal year
immediately preceding the current annual disclosure; and

9. The Association's responsible governance policies adopted under section 38-33.3-
209.5 of the Colorado Revised Statutes.

The information shall be readily available at no cost to members. Disclosure shall be
accomplished by one of the following means: posting on an internet web page with
accompanying notice of the web address via first-class mail or e-mail; the maintenance of a
literature table or binder at the Association's principal place of business; or mail or personal
delivery. The cost of such distribution shall be accounted for as a common expense liability.
Additional accounting and other information is available pursuant to the Inspection and Copying
of Association Records Policy set forth herein.
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COLLECTION OF UNPAID ASSESSMENTS

Notwithstanding any provision of the Declaration, Bylaws, Articles, or Rules and
Regulations to the contrary or the absence of a relevant provision in the Declaration, Bylaws,
Articles, or Rules and Regulations, the Association may not use a collection agency or take legal
action to collect unpaid assessments unless the Association has adopted, and follows, a written
policy governing the collection of unpaid assessments.

The Association’s policy governing the collection of unpaid assessments is as follows:

(I) Assessments are due annually. Any assessment not paid within 30 days after mailing of the
invoice is considered delinquent.

(1) A late fee of $10.00 per month and interest of 18% per annum from the date due shall be
imposed on a delinquent assessment.

(1) A returned-check charge of $25.00 shall be imposed on each check returned for any reason.

(IV) A delinquent Owner has a one-time opportunity to enter into a payment plan with the
Association, lasting six months, to bring their delinquent account current. In the event the
Association and the delinquent Owner enter into a payment plan, the Owner is also required to
remain current in the payment of future assessment fees. In the event all payments are made as
agreement, late fees and interest shall be waived. If an Owner fails to make the installment
and/or regular assessment payment(s), the Association may immediately proceed with additional
action to collect the unpaid debt. The payment plan requirement does not extend to Owners who
do not occupy the property and took title as a result of a public trustee or judicial foreclosure.

(V) Before the Association refers a delinquent account of an Owner to an attorney for legal
action, the Association shall send the Owner a notice of delinquency specifying:

(A) The total amount due, with an accounting of how the total was determined;

(B) Whether the opportunity to enter into a payment plan exists pursuant to section
38-33.3-316.3 and instructions for contacting the Association to enter into such a
payment plan;

(C) The name and contact information that the Owner may contact to request a copy
of the Owner’s ledger in order to verify the amount of the debt; and

(D) That action is required to cure the delinquency and that failure to do so within
thirty days may result in a lawsuit being filed against the Owner, the filing and
foreclosure of a lien against the Owner’s property, or other remedies available under
Colorado law.

Responsible Governance Policies

Rules and Regulations

The North Pasture HomeOwners Association, Inc.
3



(V1) In the event a delinquent account is referred to an attorney for collection, the delinquent
Owner shall also be liable for attorney’s fees and costs as permitted by the governing documents.

(VI1) Any payments made on delinquent assessments shall be applied in the following order: (1)
attorney’s fees and costs; (2) late fees; (3) interest; and (4) assessment balance.

(VII) The Association may collect on a delinquent account by filing a lawsuit against the
Owner, the filing of an assessment or judgment lien against the Owner’s property, the
foreclosure of a lien filed against the Owner’s property and/ or any other remedy available under
Colorado law.

(VII) Before the Association may take action to foreclose on a lien, the balance due of
assessments and charges secured by the lien must equal or exceed 6 months of common expense
assessments; and the Board of Directors must vote in a regular or special meeting, and record the
vote, to foreclose on the property.
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CONFLICTS OF INTEREST

A conflict of interest is defined as a contract, transaction, or other financial relationship
between the Association and a Board member or other executive Director or member, or between
the Association and a party related to the Board or executive member, or between the
Association and an entity in which a member is an officer, director or has a financial interest.

Each Director has the duty to disclose orally and in writing to the other Directors a
conflict of interest at the time the conflict of interest exists. If the conflict is disclosed orally
within the context of a meeting, it shall be recorded in the minutes and the minutes shall
constitute disclosure in writing.

After disclosure of a conflict of interest, a Director must recuse himself or herself from
discussing or voting on the issue; provided, however, that a Board member with a conflict of
interest may be counted in determining the presence of a quorum at a meeting of the Board or of
a committee which authorizes, approves or ratifies the conflicting interest transaction. At the first
meeting of the Directors after the annual meeting of the members, the Directors shall review of
the Association's conflict of interest policies, procedures, and rules and regulations

No conflicting interest transaction shall be void or voidable or enjoined, set aside, or
give rise to an award of damages or other sanctions or proceeding by a member of the
Association or the Association, solely because the conflicting interest transaction meets the
definition of a conflict of interest or solely because the member or Director is present at the
meeting of the Board or of any committee of the Board that authorizes, approves or ratifies the
conflicting interest transaction if:

a. The conflicting interest transaction is fair as to the Association; and either

b. The material facts as to the Board member’s relationship or interest and as to the
conflicting interest transaction are disclosed or are known to the Board or committee and
the Board or committee in good faith authorizes, approves, or ratifies the conflicting
interest transaction by the affirmative vote of a majority of disinterested members, even
though the disinterested members are less than a quorum; or

C. The material fact as to the member’s relationship or interest as to the conflicting
interest transaction are disclosed or are known to the members of the Association entitled
to vote on the matter, and the conflicting interest transaction is specifically authorized,
approved or ratified in good faith by a vote of the members of the Association to vote
thereon.
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CONDUCT OF MEETINGS

I._Open Meeting. All meetings of the Owners and the Board of Directors are open to every
Owner and to any person designated by an Owner, in writing, as the Owner’s representative.
The Board of Directors, however, may hold an executive session and may restrict attendance to
Directors and such other persons requested by the Board during a regular or specially announced
meeting or a part thereof. The matters to be discussed at such an executive session may include
only matters enumerated below: (a) matters pertaining to employees of the association or the
managing agent's contract or involving the employment, promotion, discipline, or dismissal of an
officer, agent, or employee of the Association; (b) consultation with legal counsel concerning
disputes that are the subject of pending or imminent court proceedings or matters that are
privileged or confidential between attorney and client; (c) investigative proceedings concerning
possible or actual criminal misconduct; (d) matters subject to specific constitutional, statutory, or
judicially imposed requirements protecting particular proceedings or matters from public
disclosure; (e) any matter the disclosure of which would constitute an unwarranted invasion of
individual privacy; or (f) review of or discussion relating to any written or oral communication
from legal counsel.

I1._Notice of Meeting. Written notice of each Owners’ meeting shall be given by any person
authorized to call the meeting. Not less than 10 days in advance of the meeting, the notice of the
meeting shall be mailed or personally delivered to each Owner. In addition to providing mail or
personal delivery of the notice as set forth above, the Association may also provide notice in
electronic form, by posting to a website or by e-mail. If such electronic means are available,
electronic notice shall be provided to all Owners who so request and who furnish the Association
with their e-mail address. The notice of any meeting must state the time and place of the meeting
and the items on the agenda

I11. Owners’ Meeting Procedure. All Owners’ meetings shall follow the following procedures:

A. All Owners and Owner representatives who attend the Owners’ meeting will sign in,
present any proxies and receive ballots as appropriate.

B. Any person desiring to speak shall sign up on the list provided at check-in.

C. The President of the Association or the Vice President, if the President is unavailable,
shall preside over all Owners’ meetings.

D. Comments are to be made in a civil manner without profanity, personal attacks, or
shouting. Comments are to be relevant to the purpose of the meeting or issue at hand.
Anyone who refuses to “come to order” upon being asked to do so will be asked to leave.

E. All actions and decisions require a first and second motion and vote. Once a vote has
been taken there will be no further discussion on the matter.

F. The Secretary shall keep minutes of the meeting.

G. The President may establish such additional rules of order as may be necessary from time
to time.
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1V. Voting Procedure.

A

Votes for contested positions of the Board of Directors shall be taken by secret ballot.
Each Owner shall receive a ballot, which shall not identify the name or lot address of the
ballot holder. A proxy holder shall receive a secret ballot to be voted on behalf of the
Owner providing the proxy.

. Votes for all other matters shall be taken in such manner as determined by the Board,

unless otherwise provided by law.

Ballots shall be counted by a neutral third party or by a committee of volunteers.

The results of a vote taken by secret ballot shall be reported without reference to the
name, addresses, or other identifying information of Owners participating in such vote

V. Proxies. Owners may vote by proxy.

A. Proxies shall be reviewed as to the validity of the signature, the signatory’s authority
to sign on behalf of the Owner, the authority of the Owner’s vote, incomplete or expired
proxies and conflicting proxies. The Association may reject any proxy if the Secretary
or other authorized individual, acting in good faith, has reasonable basis for doubt about
the validity of the signature on the proxy or the signatory’s authority to sign on behalf of
the Owner. A proxy shall not be valid if obtained through fraud or misrepresentation.

VI. Board Meeting Procedure. All Board of Directors meetings shall follow the following Rules

and procedures:

A
B.

All Owners and Owner representatives who attend a meeting of the Board will sign-in.
All Owners and Owner representatives who attend a Board meeting will be given an
opportunity to speak as to any matter or ask questions of the Board. Any person desiring
to speak shall so indicate at check-in.

The President of the Association, of the Vice-president if the President is unavailable
shall chair all Board of Directors meetings.

The Board may receive Owners comments during a designated period for issues not on
the agenda or at the time for hearing an issue on the agenda. Each person speaking shall
first state his/her name and lot address or representative capacity.

Those addressing the Board shall be permitted to speak without interruption from anyone
as long as the Rules are followed. The President, however, may place reasonable time
restrictions on persons speaking during the meeting. If more than one person desires to
address an issue and there are opposing views, the President shall provide for a
reasonable number of persons to speak on each side of the issue.

Comments are to be made in a civil manner without profanity, personal attacks or
shouting. Comments are to be relevant to the purpose of the meeting or issue at hand.
Anyone who refuses to “come to order” upon being asked to do so by the President will
be asked to leave.

After a motion and second has been made on a matter to be discussed, but prior to a vote
by the Board of Directors, Owners present at such time shall be afforded an opportunity
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to speak on the motion. Following Owner Comment, the Chair will declare Owner
Comment closed and there shall be no further Owner participation on the motion at hand
unless a majority of the Board votes to open the discussion to further Owner
participation.

The Secretary will keep minutes of the meeting.

The President may establish such additional rules of order as may be necessary from time
to time.
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ENFORCEMENT OF COVENANTS AND RULES

Notwithstanding any provision of the Declarations, Bylaws, Articles, or Rules and
Regulations to the contrary, the Association may not fine an Owner for an alleged violation
unless the Association has adopted, and follows, a written policy governing the imposition of
fines, and the policy includes a fair and impartial fact-finding process concerning whether the
alleged violation actually occurred and whether the Owner is the one who should be held
responsible for the violation. The process may be informal, but at a minimum shall guarantee the
Owner notice and an opportunity to be heard before an impartial decision maker. The
Association’s policy regarding enforcement of covenants and rules is as follows:

1. Scope. The following enforcement Policies have been adopted for violations of the
Association’s governing documents (the Declarations; Articles of Incorporation; Bylaws;
and any other Rules, Regulations, and Policies which have been or may be created.)

2. Notification:

“Informational Notice” — Upon review of a complaint by an Owner, Director, or
managing agent, the Board of Directors or a designee shall review the complaint and if
appropriate issue a courtesy notice by mail to the Owner describing the alleged violation
(the “Informational Notice.”) The Owner will have 15 days to cure the alleged
violation without further intervention from the Association.

“Notice of Hearing” — If the alleged violation still exists 15 days following the
Informational Notice, the Board of Directors or designee will send a second notice
informing the Owner that a hearing has been scheduled with the Board of Directors.
This notice shall include a general statement of the alleged violation and the date, time
and place of the hearing. The hearing shall occur not earlier than 15 days following the
date of the Notice of Hearing. If any principal party is unable to attend the scheduled
hearing, and can show good cause, he/she may request, in writing, at least 5 days in
advance of the hearing, that the hearing be rescheduled. Upon receipt of such request,
the Board of Directors may, but is not obligated to, reset the time and date of the hearing
and promptly notify any other principal parties involved.

All notices under this section are presumed to have been received upon personal delivery or
within three days after the notice has been sent, postage prepaid, by first class U.S. mail. It is the
Owner’s responsibility to make sure that the management company and/or Association has
correct and up-to-date contact information regarding Owner’s present address.
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3. Determination

“Hearing”- This is an informational, administrative procedure in front of an
impartial decision maker. An impartial decision maker means a person or group of
persons who have the authority to make a decision regarding the enforcement of the
Association’s Declaration, and other Rules and Regulations of the Association and do not
have any direct personal or financial interest in the outcome, meaning they will not
receive any greater benefit or detriment than will the general membership of the
Association, as a result of the outcome. Under this policy, the Board of Directors (or
other such committee, if any, which may have been given authority in matters relating to
hearings) is considered the impartial decision maker. Any Director or committee member
who is not an impartial decision maker shall recuse himself or herself from acting as an
impartial decision maker.

Rules of evidence do not apply. Any party may have an attorney present. Hearings are
open to all Owners unless the matter is highly sensitive or concerns a matter of privacy as
defined by C.R.S. § 38-33.3-308. Anyone with an interest in the matter may present
testimony orally, in writing or both (as specified in the notice.) The Board of Directors
may exercise its discretion as to the specific manner in which a hearing shall be
conducted and may question witnesses, review evidence, and take such reasonable action
during the course of a hearing as it deems appropriate to reach a just decision.

The Board of Directors shall render its decision upon a vote of 2/3™ majority and issue a
“Written Determination” within 10 days following the Hearing, and mail such Written
Determination to the Owner. If the Owner is found in violation, a $50.00 fine for
violation(s) and costs of the hearing, including any reasonable attorney’s fees, may be
assessed to the Owner. If, as a result of the fact-finding process it is determined that the
Owner should not be held responsible for the alleged violation, the Association shall not
allocate to the Owner any costs or fees incurred in asserting or hearing the claim.

In the event that an Owner fails to appear at the Hearing, or at any rescheduled hearing,
the Board of Directors will proceed based on the information available at the time, render
its decision and issue a Written Determination within 10 days following the Hearing, mail
such Written Determination to the Owner.

Types of Violations

“Type | Violation” — those violations that can be corrected immediately (such as removal
of inoperable vehicles, trash or weeds). The Owner shall have 15 days, or other specified
reasonable time frame, from the date of the Written Determination in which to cure the
violation.
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“Type 1l Violation”- those violations that take time to correct (such as painting or
structural issues). The violation must be corrected within 45 days of the Written
Determination.

. Further Action. If the violation has not been cured within 15 days following the Written
Determination for Type | Violations or 45 days for Type Il Violations, the Association
may take any or all of the following actions:

A. Assess an additional $100.00 fines for each 15 day period that the violation(s) remain
uncorrected; and/or

B. Enter onto the property, correct the violation(s), and assess all costs and charges
associated with the correction against the Owner’s account (upon a vote of 2/3rds of
the Board of Directors); and/or

C. Remand the matter for judicial remedy. In the event of legal action, the prevailing
party is entitled to receive reimbursement for reasonable attorney’s fees and court
costs.

D. Any fine assessed is due and payable 15 days from notification and is considered
delinquent if not paid within that same 15 days. Any unpaid amount automatically
becomes a lien on the property and shall be subject to applicable late charges, interest
and collection in the same manner as delinquent assessments.

E. Nothing in this Policy shall be deemed to waive the Association’s right to pursue any
other legal action available to it in the addition to, in lieu of or in conjunction with,
the foregoing notification and fine process.

Owner Complaints. Complaints against all alleged violators lodged by another Owner
must be in writing and submitted to the Board of Directors or the management company.
The complaint must include the nature of the violation including date and time if
applicable, the name or address of the alleged violator, and any pertinent facts supporting
the complaint. The complaint must also contain the printed name and signature of the
person lodging the complaint. It is the general policy of the Association to maintain
confidentiality of complaints, if possible. However, if a complaint becomes the subject
of a Hearing or litigation, or for any other reason, becomes a general public issue,
confidentiality is not guaranteed. It is suggested that the procedures for addressing
disputes between the Association and the Owner and/or Neighborhood Disputes be
attempted first.

Responsible Governance Policies

Rules and Regulations

The North Pasture HomeOwners Association, Inc.
11



INSPECTION AND COPYING OF ASSOCATION RECORDS

I. Public Disclosures.

A. Disclosures. Within ninety days after the end of each fiscal year, the Association shall make
the following information available to members upon reasonable notice:

1. The date on which its fiscal year commences;
2. The operating budget for the current fiscal year;

2. A list, by unit type, of the association's current assessments, including both regular and
special assessments;
3. Its annual financial statements, including any amounts held in reserve for the fiscal year

immediately preceding the current annual disclosure;

4. The results of its most recent available financial audit or review;

5. A list of all Association insurance policies, including, but not limited to, property, general
liability, association director and officer professional liability, and fidelity policies. Such list
shall include the company names, policy limits, policy deductibles, additional named insureds,
and expiration dates of the policies listed.

6. All the Association's bylaws, articles, and rules and regulations;

7. The minutes of the Board of Director and member meetings for the fiscal year
immediately preceding the current annual disclosure; and

8. The Association's responsible governance policies adopted under section 38-33.3-209.5
of the Colorado Revised Statutes.

B. Procedure and Cost. The information shall be readily available at no cost to members.
Disclosure shall be accomplished by one of the following means: posting on an internet web
page with accompanying notice of the web address via first-class mail or e-mail; the maintenance
of a literature table or binder at the Association's principal place of business; or mail or personal
delivery. The cost of such distribution shall be accounted for as a common expense liability.

1. Other Records.

A. Records to be Maintained. The Association shall also maintain the following, all of which
shall be deemed to be the sole records of the Association for purposes of document retention and
production to Owners:

1. Detailed records of receipts and expenditures affecting the operation and administration of the
Association;

2. Records of claims for construction defects and amounts received pursuant to settlement of
those claims;
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3. Minutes of all meetings of its Owners and Board of Directors, a record of all actions taken by
the Owners or Board without a meeting, and a record of all actions taken by any committee of
the Board,

4. Written communications among, and the votes cast by, Board members that are:

(1) Directly related to an action taken by the board without a meeting pursuant to section 7-128-
202, C.R.S;; or

(I1) Directly related to an action taken by the Board without a meeting pursuant to the
Association's bylaws;

5. The names of Owners in a form that permits preparation of a list of the names of all Owners
and the physical mailing addresses at which the Association communicates with them, showing
the number of votes each Owner is entitled to vote;

6. Its current declaration, covenants, bylaws, articles of incorporation, rules and regulations,
responsible governance policies adopted pursuant to section 38-33.3-209.5, and other policies
adopted by the Board;

7. Financial statements as described in section 7-136-106, C.R.S., for the past three years and tax
returns of the Association for the past seven vyears, to the extent available;

8. A list of the names, electronic mail addresses, and physical mailing addresses of its current
Board members and officers;

9. Its most recent annual report delivered to the Secretary of State;

10. Financial records sufficiently detailed to enable the Association to comply with section 38-
33.3-316 (8) concerning statements of unpaid assessments;

11. The Association's most recent reserve study, if any;

12. Current written contracts to which the Association is a party and contracts for work
performed for the Association within the immediately preceding two years;

13. Records of Board or committee actions to approve or deny any requests for design or
architectural approval from Owners;

14. Ballots, proxies, and other records related to voting by Owners for one year after the
election, action, or vote to which they relate;

15. Resolutions adopted by the Board of Directors relating to the characteristics, qualifications,
rights, limitations, and obligations of members or any class or category of members; and
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16. All written communications within the past three years to all Owners generally as unit
Owners.

C. Exceptions to Inspection of Other Records. A membership list or any part thereof may not
be obtained or used by any person for any purpose unrelated to an Owner’s interest as an Owner
without consent of the Board. Further, without the consent of the Board, a membership list or
any part thereof may not be: (1) used to solicit money or property unless such money or property
will be used solely to solicit the votes of the Owners in an election to be held by the Association;
(2) used for any commercial purpose; or (3) sold to or purchased by any person.

Records maintained by the Association may be withheld from inspection and copying to the
extent that they are or concern:

@) Architectural drawings, plans, and designs, unless released upon the written consent of
the legal Owner of the drawings, plans, or designs;

(b) Contracts, leases, bids, or records related to transactions to purchase or provide goods or
services that are currently in or under negotiation;

(© Communications with legal counsel that are otherwise protected by the attorney-client
privilege or the attorney work product doctrine;

(d) Disclosure of information in violation of law;

(e) Records of an executive session of the Board; or

U] Individual units other than those of the requesting Owner.

Records maintained by the Association are not subject to inspection and copying, and must be
withheld, to the extent that they are or concern: (1) personnel, salary, or medical records relating
to specific individuals; or (2) personal identification and account information of members,
including bank account information, telephone numbers, electronic mail addresses, driver's
license numbers, and social security numbers.

D. Procedure. Subject to the exception set forth above, all records maintained by the
Association must be available for examination and copying by an Owner or the Owner’s
authorized agent. The Association may require unit Owners to submit a written request,
describing with reasonable particularity the records sought, at least ten business days prior to
inspection or production of the documents and may limit examination and copying times to
normal business hours or the next regularly scheduled Board meeting if the meeting occurs
within thirty days after the request.

The right to copy records under this section includes the right to receive copies by photocopying
or other means, including the receipt of copies through an electronic transmission if available,
upon request by the Owner. The Association is not obligated to compile or synthesize
information.The Association is not obligated to create records that do not exist or compile
records in a particular format or order.
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The Association reserves the right to have a third party present to observe during inspection of
records by an Owner or the Owner’s representative. No Owner shall remove any original book or
record of the Association from the place of inspection nor shall any Owner alter, destroy, or
mark in any manner, any original book or record of the Association

E. Costs. Association shall impose a reasonable charge, which may be collected in advance and
may cover the costs of labor and material, for copies of the Association records. Owners shall be
responsible for all actual costs incurred by the Association which have been determined to be
$0.15 per page and $75.00 per hour for the cost to search, retrieve and copy the records
requested. For copy requests estimated to be $25.00 or more, the Association may require a
deposit equal to the anticipated actual cost of the requested records. If an Owner fails to pay the
deposit, the Association shall be justified in denying the Owner the requested records. If after
payment of the deposit it is determined that the actual cost was more than the deposit, Owner
shall pay such amount prior to the delivery of such copies. If after payment of the deposit it is
determined that the actual cost was less than the deposit, the difference shall be returned to the
Owner with the copies
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INVESTMENT OF RESERVE FUNDS

General Policy. When the Association has a reserve study prepared for the portions of the
community maintained, repaired, replaced and improved by the Association; whether there is
a funding plan for any work recommended by the reserve study and the projected sources of
funding for the work (if any), and whether the reserve study is based on a physical analysis
and financial analysis. An internally conducted reserve study shall be sufficient.

Purpose of Reserve Fund. The reserve fund is for the exclusive benefit of the Association to
meet unforeseen expenditures or to purchase additional equipment or services or for future
capital repairs, replacements and improvements to the Common Elements of the Association,
all as determined by the Board of Directors.

Segregation of Reserve Funds. Any reserve funds shall be held in segregated accounts and
shall not be comingled with the general operating funds of the Association. All investments
will be purchased in the name of the Association.

Investment Goals. The Board of Directors shall use its best judgment to invest the funds held
in the reserve fund account(s) to meet the following goals: promote and assure the
preservation of principal, structure maturities to ensure the assets will be liquid for
anticipated needs, achieve long-term investment performance appropriate for the asset
classes selected.

Limitation on Investments. Reserve funds may NOT be invested in equity securities,
annuities, options, futures contracts, precious metals, foreign currencies or other similar
investments.

Reserve Study. In order to determine future funding requirements, the Board of Directors
may retain outside professionals to assist in preparing a reserve study of the Common
Elements of the Association. A reserve study estimates the remaining useful life of the
various Common Elements and projects the future costs and timing for maintenance, repair,
and replacement of the same.

Independent Professional Investment Assistance. The Board of Directors may hire a
qualified investment adviser to assist it in formulating an investment strategy for Association
funds.

Review and Control: a) The signature of at least two Directors must be obtained for
withdrawals or transfers of reserve assets; b) Banks must provide timely and accurate
monthly bank statements to the Board of Directors or mnagement company to be reconciled;
and c) At least once a year, the Board of Directors shall review its investment of any reserve
funds to ensure that the goals outlined in this policy are being met.
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PROCEDURES FOR ADOPTION AND AMENDMENT OF
POLICIES, PROCEDURES, AND RULES

Authority. The Board of Directors has the authority, in its discretion, to make, establish and
promulgate Policies, Procedures and Rules (“Rules”), and to amend, repeal and re-enact such
Rules, as the Board deems proper, necessary or desirable, covering any and all aspects of the
Boards functions, including the use and occupancy of the Association Property and/or the
Common Elements, provided however, that a Rule may not be inconsistent with or contrary
to the Declarations, Articles of Incorporation and Bylaws of the Association.

Procedure for Adoption.

Drafting Considerations. The Board of Directors shall consider the following in
adopting a new Rule: a) whether the governing documents and the Colorado Law grant
the Board of Directors authority to adopt the Rule, b) the need for the Rule based on the
scope of importance of the issue and whether the Governing Documents adequately
address the issue, and c) the immediate and long-term impact and implications of the
Rule.

Adoption. A majority of the Directors present at any regular meeting or at any special
meeting of the Board of Directors may adopt a Rule if at least five (5) days notice is
given to the Owners of the Board’s intention to adopt such Rule at such meeting. The
Owners shall have the right to comment on the purposed Rule at the meeting. Upon
adoption of a Rule, a copy of the Rule, including its effective date, shall be provided to
all Owners by any reasonable method determined by the Board.

Procedure for Amendment. A majority of the Directors present at any regular meeting or at
any special meeting of the Board of Directors may amend any Rule if at least five (5) days
notice is given to the Owners of the Board’s intention to amend such Rule at such meeting.
Upon amendment of the Rule, the Rule or notice of such Rule, a copy of the Rule, including
its effective date, shall be provided to all Owners by any reasonable method determined by
the Board.

Inspection of Rules. Each Owner shall be entitled to examine the Rules at any time during
normal business hours at the principal office of the Association.
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PROCEDURES FOR ADDRESSING DISPUTES ARISIGN BETWEEN THE
ASSOCAITION AND OWNERS AND/OR NEIGHBORHOOD DISPUTES

Scope. This Policy addresses disputes arising between Association and Owners and/or
neighborhood disputes that are not addressed specifically by other Policies.

Approach. The cost, complexity, and delay inherent in court proceedings make litigation a
particularly inefficient means of resolving neighborhood disputes. Common interest communities
are encouraged, by the legislature, to adopt protocols that make use of mediation or arbitration as
alternatives to, or preconditions upon, the filing of a complaint between a unit Owner and
Association in situations that do not involve an imminent threat to the peace, health, or safety of
the community. The General Assembly has specifically endorsed and encouraged Associations, t
Owners, managers, declarants, and all other parties to disputes to agree to make use of all
available public or private resources for alternative dispute resolution, including, without
limitation, the resources offered by the office of dispute resolution within the Colorado judicial
branch through its web site. Specifically, any controversy between the Association and an Owner
may be submitted to mediation by agreement of the parties prior to the commencement of any
legal proceeding. If a mediation agreement is reached, it may be presented to the court as a
stipulation. Either party to the mediation may terminate the mediation process without prejudice.
If either party subsequently violates the stipulation, the other party may apply immediately to the
court for relief.

Neighborhood Disputes. There are alternatives to police or code enforcement protection.
Disputes in higher density housing (whether in a single family home community or a high rise
condominium) are inevitable. Methods exist to bring about dispute resolution, and each situation
should be evaluated on its own merits to determine which process fits. In the end, if the affected
Owners intend to live in the community for the long term, some type of negotiated resolution
will work much better than a resolution imposed by a third party. The first alternative includes
neighbor to neighbor conversation or negotiation to resolve the neighbor to neighbor dispute.
The following are some steps that the affected neighbor might want to consider:

a. Find out the facts. Determine whether this disturbance is a one-time problem or a
constant occurrence.

b.  Vent your feelings before you approach your neighbor. The goal here is to bring a
rational approach to your neighbor, not one that is emotionally charged.

C. Write it out. Get clear about what is bothering you and what you want done.

d. Figure out who is responsible for the disturbance. You want to negotiate with the proper
party.

e.  Talk to your other neighbors and find out whether they share your concern. This is simply
for your information; try not to aggravate the situation by building an angry alliance.

f. Introduce yourself. Arrange a time to meet with your neighbor and choose a neutral
location.
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g. Ease into it. Describe the issue without inflammatory language. Try to avoid putting your
neighbor on the defensive right out of the gate.

h. Create a cooperative atmosphere. Rather than attacking your neighbor, ask for assistance
in finding a solution. Listen to you neighbor’s viewpoint. Take appropriate levels of
responsibility.

I. Find common ground and focus on what you do agree on.

J- Search for a solution that satisfies both parties’ needs. Compromise.

K. If this personal approach does not yield results, there are some other alternatives, all of
which require some type of third party intervention. While the Association does not need to be
involved, it can provide a forum and a process for resolution of the dispute. It could request
volunteers from the community who might be willing to serve on a dispute resolution
committee to help negotiate a resolution.

l. The parties themselves could agree to mediation or arbitration. The last resort in dispute
resolution should be initiating a lawsuit. Lawsuits are: (1) time consuming; (2) expensive; (3)
public; and (4) emotionally expensive. The result of a lawsuit is often that neither party gets
what they want and the outcome can be similar to calling the police - there becomes a
permanent line in the sand for so long as the Owners are neighbors.
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