DOC #2022085171
Pages 115

Upon recording, please return to:
The Woodlands Land Development Company, L.P.
9950 Woodloch Forest Drive
Suite 1100
The Woodlands, Texas 77380
Attn:  Legal Department

CHARTER
FOR

ARIA ISLE AT EAST SHORE

HYATT & STUBBLEFIELD, P.C.
Attorneys and Counselors
Lakeside Centre
1979 Lakeside Parkway, Suite 250
Atlanta, Georgia 30084



TABLE OF CONTENTS

Page

INDEX TO DEFINED TERMS . eeeceresesssesesescssssesssssssssosessssesssssssssososessssesssssssssssesssssssssssssses A
PREAMBLE ..vcvetteresesrsrersesssessssssssssssssssesssssssssssssssssssssesssssssssssssssssssssssssssssssssnsssssssssses 1
DECLARATION OF COVENANT weveuseescesesescssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssses 1
PART ONE: INTRODUCTION TO THE SUBDIVISION .eceueeeececacecessecscacasasessscscasasessssssscasases 3
Chapter 1  Governing DOCUIMENTS.........ccceiiiiiiiiiinnnnneiiiiiiiimmmeeiiisimmsmsseeesssssssssssnes 4
1.1.  Scope and Applicability ...t 4

1.2, Additional CoOVENaNTS. .. ..o 4

1.3 CONIIICS oo 4

L. D NIt ONS oo 6

1.5. Interpretation of Certain References ... 6
Chapter 2  Subdivision AdmMINISEration ..........coovvvvvneiiiiiiiiiesmen 8
2.1, TRe FOUNACT ..o 8

2.2, The ASSOCIAION ..o 9

2.3, TRe Booard ... 9

2. TR OWNTS .o 9

2. BUIIACTS .o 9

2.6, MOTEZAZEES ...ttt 10

2.7.  Federal Fish and Wildlife Permit . ... 10
Chapter 3  Subdivision Structure and Organization..........ccooevvveeeiiiiiiiinnnnnnneeeeneeninnes 11
Chapter 4  Association Membership and Voting Rights............ccccccciviiinnnnnnnniiiiiinnnnn. 12
4.1, Membership ... 12

4.2, VO N ..o 12

PART TWO: SUBDIVISION STANDARDS .cecececeeessececacacssessssssscacsssssssssssasassssssssssasasasssses 14
Chapter 5  Architecture, Landscaping, and Aesthetic Standards.............ccccceeeriiennnnne. 15

S L. GEMC Al . 15

5.2.  Design Review AUthOrity ............cooiiiiiiiiiiiiiii e 16

5.3, Guidelines and ProcedUresS ... .....ouoninini e 17

5.4. No Waiver of Future Approvals...............ooooviiiiiiiiii e 19

5.5, VATTANCES .o 19

5.6.  Limitation of Liability..................coooiiiii 20

5.7.  Certificate of Compliance ....................oocoiiiiiiiii 20



TABLE OF CONTENTS

(continued)
Page
Chapter 6 Maintenance, Repair, and Replacement...............ccovueeeeiiiiiiissivnnneeninnncnnnn. 21
6.1.  Maintenance DY OWINETS .............uoiiuiiiniiiieiie et et e e eaeaaa 21
6.2. Responsibility for Repair and Replacement ..........................coooiiiiiniin i 21
6.3. Maintenance and Repair of Party Walls and Similar Structures......................... 22
Chapter 7  Use and COoNnAUCE .......cceveveeiieeiieinieiniieeieieiieiiimiiiiiiiiiiiiiiiiiimmmmmimemmmmmmmmemmemseme 23
7.1.  Use, Occupancy, and Transfer of Interests in Lots......................c.cooeiiiin 23
7.2.  Rulemaking Authority and Procedures..................ccoooiiiiiiiiiiiiiiinn 25
7.3.  Protection of Owners and Others ..................co.coeiiiiiiiniiiii i 26
7.4.  Owners' Acknowledgment and Notice to Purchasers.......................cooooo 27
7.5. Useof Lake Woodlands ....................cooiiiiiiii i 28
Chapter 8 Compliance and Enforcement...............cceeeeiiiiiiiiivvnnneeeiiiiiiisisssnneeeinnninnnn. 29
8.1, CompPlianCe ............oiiiiii e 29
8.2. Remedies for Non-Compliance..................o.cooiiiiiiiiiiiiii e 29
8.3.  Association Decision to Pursue Enforcement Action...............................o.cne. 31
8.4. Attorneys Fees and CostS............ooiiiiiiiiiiiiiiiii e 31
PART THREE: ASSOCIATION OPERATIONS .ccevueeersseeensserersseserssssersssssssssesssssssesssssssnnse 32
Chapter 9  Property Management ...........ccciiiiiiiinnnnnneeeiiiiniimmmemmseeessssssssssssssssssssssssses 33
9.1.  Acceptance and Control of Association Property..........................cooeiieii 33
9.2. Maintenance of Area of Common Responsibility .......................................... 33
9.3. Discontinuation of Operation .....................coooiiiiiiiiiii e 34
9.4. Restoring Damaged Improvements .......................oooiiiiiiiiiiiii e 34
9.5. Relationships with Other Properties ........................ocooiiiiiiii 35
Chapter 10 Provision of ServICES.......ccovvveriiiiiiiiiinnnnnnntiiiininnseeiiiesmmsssessssssssnes 36
10.1.  Provision of Services t0 LotS...........c.ooooiiiiiiiiiiiii 36
10.2.  Execution of Other Agreements.....................ooooiiiiiiiiiii e 36
Chapter 11  Association INSUFANCE..........cueiiiiiiiiiiinnnniiiiiiieeeeiiessmsssesessssssnes 37
11.1. Required COVETAZES .......iiiiiiii et 37
11.2. 0 DeductibBles ..o 38
11.3. Policy Requirements ...............oooiiiiiiiiiii i 38
11.4.  Insurance Premitums...........ooooiiiiiiiii it 39
Chapter 12 Association FINANCES .........cccceiiiiiiiiiinnnniiiiieeeimmmsesessssnnes 40
12.1. AsSoCiation EXPensSes...........c..oiiuiiiiiii e 40
12.2.  Budgeting for and Allocating Association Expenses ...................ccoooeiiiineii. 41
123, Special ASSESSIMCNLS .. ... .oouiii it 42



TABLE OF CONTENTS

(continued)
Page
12.4. SPeCific ASSESSIMENES ..........ivviiiii e 42
12.5.  Authority to Assess Owners; Time of Payment .........................coooo 43
12.6.  Obligation for ASSESSIMENTS. .. .....eiiiteiiiiee ettt 44
12,7, Lien for ASSESSIMENTS ..........uiiiniiiiie et e 45
12.8.  Useand Consumption FEes ..................coooiiiiiiiiiiiiiiii e 46
12.9.  Assessment for Capital Reserves...................ccooiiiiiiiiiiiiiii 46
PART FOUR: RELATIONSHIPS WITHIN AND OUTSIDE THE SUBDIVISION....cccucetuucennsecnes 48
Chapter 13 EQSEMENTS ...cccuveiiiiiiiiiinemiimimeemmemmemmeimmmmemmmmmmmmmemmmmmmmmmmmmmmmmmmmmmmmtmsmmmmmmmmsmmsssmne 49
13.1.  Easements in COMMON AT€A ..............ccovuiiiniiiiiiiiieiiieeie e 49
13.2.  Easements for Utilities and Other Infrastructure .......................................... 50
13.3.  Easements over Private Roadways .............................o 50
13.4.  Easements for Maintenance, Emergency, and Enforcement........................... 51
13.5.  Easements for Lake and Pond Maintenance and Flood Water........................ 52
13.6.  Maintenance of Irrigation Lines........................ooooiiiiiiiiii e 52
13.7.  Relationship with Other Properties..........................oooiiiiiiiii e 52
Chapter 14  Disclosures and WaIVETs .......ccccccvviinnnnnnnnneiiiiinmmneeiiiesmmsssesesssssnses 53
14.1.  Facilities and Services Opentothe Public.................................................. 53
14.2.  Safetyand Security...............ooooiiiiii 53
14.3.  East Shore Community Development .............................. 53
144, View Impairment ................ooooiiiiiiiiii e 54
14.5.  Notices and Disclaimers as to Subdivision Systems ..................................... 54
14.6. Oiland Gas Drill Sites ............ccoooiiiiiii e 54
14.7.  Functioning of Drainage Systems...................coooiiiiiiiiiii i 54
14.8.  Natural Conditions ...............ccooiiiiiiii e 55
Chapter 15 Rights of Lenders ........cccoovvveiiiiiiiiiinnnneiiiiimmmieiimmmsssesssssssnses 56
15.1. Notices Of ACHON ..ot 56
152, Notice to0 ASSOCIAtION ..........iittiiii it 56
15.3.  Failure of Mortgagee to Respond ... 56
154.  Amendment by Board. ... 56
PART FIVE: SUBDIVISION DEVELOPMENT .. cceuteeeersseeensscseasssserssssersssssesssessssssserssssssnnse 58
Chapter 16  Expansion of the Subdivision.........ccccovvvveiiiiiiiiinnnnnniin. 59
16.1.  Expansion by the ASSOCIation...................cooiiiiiiiiiiiie e 59
16.2.  Effect of Filinga Supplement..........................oi 59

11



TABLE OF CONTENTS

(continued)
Page
Chapter 17  Additional Rights Reserved to the Founder ..............ccconuuiriiinnnniinnnnnnen 60
17.1.  Withdrawal of Property ...........cooooiiiiiiiiii e 60
17.2. Marketing and Sales ACHIVILIES ...........ccouieiiiiieiiiie e 60
17.3.  Right to Make Improvements, Replat .......................oo 60
17.4.  Right to Approve Changes in Subdivision Standards...........................coooo 60
17.5.  Additional Covenants and Restrictions ....................ccocooveiiieiiiiiiiineieii, 60
17.6.  Exclusive Rights to Use Name of Development .........................ccoooi 61
17.7.  Right to Notice of Design or Construction Claims ..................cc.ocooeiiiinnn 61
17.8.  Right to Transfer or Assign the Founder's Rights.............................. 61
17.9. Termination of Rights ... 61
PART S1X: PROCEDURES FOR AND LIMITATIONS ON CERTAIN ACTIONS....ceeeuseeeressceennes 62
Chapter 18 Changes in the Common ATea ..........ccccceeeiiiiiiiiiinnnnneeiiiisiinmssseeessssssnes 63
18.1.  Assignment and Reassignment of Limited Common Area............................. 63
18.2.  CondemNation. ... ........uiiiiiii ittt 63
18.3.  Partition ..ot 64
18.4.  Transfer or Dedication of Common Area ................ccooviiiiiiiiiiiiiiiiiniiiee, 64
Chapter 19 Termination and Amendment of Charter ...........cccccceeiiiiiiiinnnnnnneeiiiinninn. 65
19.1. Term and Termination.................ooiiiiiiiiiiiiiii e 65
19.2. Amendment. ... ... 65
TABLE OF EXHIBITS
Exhibit Title

Property Initially Submitted

B Initial Rules
B-1 Special Conditions Pursuant to Permit
C Certificate of Formation of Aria Isle at East Shore Home-

owners Association, Inc.

D By-Laws of Aria Isle at East Shore Homeowners Associa-
tion, Inc.

iv



INDEXTO DEFINED TERMS

Annual Assessment, 43
Approval, 6

Area of Common Responsibility, 11
Aria Isle at East Shore, 1
Association, 1

Board, 1

Builders, 9

By-Laws, 5

Capital Reserve, 48
Certificate of Formation, 5
Charter, 1

Common Area, 11

Common Expenses, 42
Community Documents, 4
Consent, 6

Design Guidelines, 5

Design Review Committee or DRC, 17
Development and Sale Period, 8
Discretion, 6

East Shore, 1

Eligible Holder, 58

ESCA Covenants, 4
Extraordinary Expenditure, 44
Founder, 1

Founder Affiliate, 8

Founder Control Period, 8§
Founder Membership, 13
Governing Documents, 4
Improvements, 16

Including, 6

Lease and Leasing, 25

Limited Common Area, 11
Lots, 11

Maintenance, 7

Master Association, 4

Mortgage, 10
Mortgagee, 10
MUD, 36
Notes, 42

Notice or Notify, 7

Occupied Lots, 38

Other Applicable Documents, 4
Other Woodlands Associations, 4
Owner, 9

Owner Member, 13

Owner Membership, 13
Permit, 10

Person, 7

Recorded, 7

Resale Certificate, 26
Reviewer, 18

Roadways, 52

Rules, 5

Special Assessments, 44
Specific Assessments, 44
Subdivision, 1

Subdivision Documents, 4
Subdivision Plat(s), 8
Subdivision-Wide Standard, 6
Supplement, 5

USFWS, 10



CHARTER
FOR
ARIA ISLE AT EAST SHORE

PREAMBLE

"East Shore" is a master planned community that may include both residential and non-resi-
dential properties and is a component of The Woodlands, a comprehensively planned, mixed-use
real estate development located in Montgomery County and Harris County, Texas. This Charter
(as amended and supplemented from time to time, this "Charter") establishes a governance struc-
ture and a flexible system of standards and procedures for the development, use, expansion, ad-
ministration, maintenance, and preservation of the "Aria Isle at East Shore" residential commu-
nity, which is a part of East Shore. Aria Isle at East Shore Homeowners Association, Inc. ("As-
sociation"), a nonprofit corporation, by and through its board of directors ("Board"), shall admin-
ister and enforce this Charter and the other Subdivision Documents referenced in this Charter with

respect to Aria Isle at East Shore.

One of the rich natural resources of Aria Isle at East Shore is the bald eagle protected areca
within a portion of it.  Aria Isle at East Shore is subject to certain permits issued under the En-
dangered Species Act, 16 U.S.C. § 1531, et seq., by the United States Fish and Wildlife Service
designed to protect these nesting areas. The permit sets out specific obligations and responsibil-

ities of the Owners and residents of Lots within Aria Isle at East Shore.

DECLARATION OF COVENANT

The Woodlands Land Development Company, L.P., a Texas limited partnership, its successors
or assigns ("Founder"), by executing and recording this Charter, declares that the property de-
scribed in Exhibit "A," and any additional property made subject to this Charter in the future by
amendment or supplement, shall constitute the "Subdivision" or Aria Isle at East Shore, as referred
to in this Charter. This Charter shall run with the title to the property comprising the Subdivision,

shall govern the development and use of such property, and shall be binding upon the Founder and



the future owners of any portion of the property, their respective heirs, successors, successors-in-
title, and assigns, and any other person or entity that now or hereafter has any legal, equitable, or
beneficial interest in any portion of such property. This Charter shall also be binding upon the

Association, its successors and assigns.



PART ONE: INTRODUCTIONTOTHE SUBDIVISION

To accomplish great things, we must not only act, but also dream, not only plan,
but also believe.
Anatole France



Chapter 1

Governing Documents

A community is guided and governed by
certain principles that each owner and resi-
dent, by choosing to own property or reside
in the community, agrees to uphold. Those
principles are set forth in the community's
governing documents, which serve as a tie
that binds the community together, give it
structure, and provide guidance to all who
participate in its growth and evolution.

1.1. Scope and Applicability

The Subdivision has been established and
is administered pursuant to various docu-
ments that have a legal and binding effect on
all owners and occupants of property in the
Subdivision, as well as on anyone else that
may now or in the future have an interest in
any portion of the Subdivision. Such docu-
ments, referred to in this Charter as the "Sub-
division Documents," include this Charter
and the other documents described in Table
1.1, as they may be amended. All owners
and occupants, as well as their tenants,
guests, and invitees, are required to comply
with the Subdivision Documents.

In addition, all property now or hereafter
comprising Aria Isle at East Shore is part of
the planned unit development known as East
Shore and, as such, is subject to the Declara-
tion of Covenants, Conditions, Restrictions,
and Easements for East Shore, recorded un-
der Clerk’s File No. 2004-125172, as
amended and supplemented (the "ESCA
Covenants"), as well as those documents de-
scribed in Section 1.4 of the ESCA Cove-
nants, including but not limited to, the articles
of incorporation, by-laws, and rules of East
Shore Community Association, a Texas non-
profit corporation ("Master Association"),
all as they may be amended (collectively, the

"Community Documents"). The real
property subject to the ESCA Covenants is
hereinafter referred to as the "Community."

Furthermore, the Subdivision is subject to
the applicable covenants further described in
Section 1.3 of the ESCA Covenants (collec-
tively the "Other Applicable Documents")
and to those various associations described in
said section (collectively the "Other Wood-
lands Associations").

The Subdivision Documents, the Commu-
nity Documents and the Other Applicable
Documents are collectively referred to in this
Charter as the "Governing Documents."

1.2. Additional Covenants

Additional covenants may be imposed on
property in the Subdivision, with such ap-
proval as may be required pursuant to Section
17.5. If the provisions of any such addi-
tional covenants are more restrictive than the
provisions of this Charter, the more restric-
tive provisions control. The Association
shall have standing and the power, but not the
obligation, to enforce any such additional
covenants.

1.3. Conflicts

If there are conflicts between or among
any of the Governing Documents, then the
Other Applicable Documents, the Commu-
nity Documents and the Subdivision Docu-
ments (in that order) shall control unless there
is a specific provision set forth in this Charter
setting forth otherwise. In the event there is



Governing Documents

SUBDIVISION DOCUMENTS

Charter:
(recorded)

this Charter for Aria Isle at East Shore, as may be amended and
supplemented from time to time, which creates obligations that
are binding upon the Association and all present and future own-
ers of residential property in the Subdivision

Supplement:
(recorded)

a recorded Supplement to this Charter (which may take any form
or be denominated in any manner [e.g., a recorded supplement,
plat, deed, etc.]), which may subject additional property to this
Charter; create easements over the property described in the Sup-
plement; impose additional obligations or restrictions on such
property; or any of the foregoing

Certificate of Formation:
(filed with Texas Secretary of
State) (attached as Exhibit
HCH)

the Certificate of Formation of Aria Isle at East Shore Homeown-
ers Association, Inc., as it may be amended, which establishes the
Association as a nonprofit corporation under Texas law. A
copy of the Certificate of Formation is attached as Exhibit "C."

By-Laws:
(attached as Exhibit "D")

the By-Laws of Aria Isle at East Shore Homeowners Association,
Inc., adopted by its Board of Directors, as they may be amended,
which govern the Association's internal affairs, such as voting,
elections, and meetings. A copy of the By-Laws is attached as
Exhibit "D."

Design Guidelines:

the design standards and architectural and aesthetics guidelines

(initial set attached as Exhibit
HBH)

(the Founder adopts) adopted pursuant to Chapter 5, as they may be amended, which
govern modifications, additions, and alterations to Lots, includ-
ing structures, landscaping, and other items on Lots

Rules: the rules of the Association adopted pursuant to Chapter 7, which

regulate use of property, activities, and conduct within the Sub-
division

Board Resolutions:

the resolutions that the Board adopts to establish rules, policies,

(Board adopts) and procedures for internal governance and Association activities
and to regulate the operation and use of property which the As-
sociation owns or controls

TABLE 1.1

a conflict between or among any of the
Subdivision Documents, then the Charter, the
Certificate of Formation, and the By-Laws
(in that order) shall control. If there is a
conflict between the Governing Documents
and any additional covenants recorded on any
property within the Subdivision (or the rules

or policies adopted pursuant to any such ad-
ditional covenants), the Subdivision Docu-
ments shall control.

The Subdivision Documents use dia-
grams, tables, quotes, italicized introduc-
tions, and keynotes (text set apart in boxes
with "key" icons) to illustrate concepts and



Governing Documents

assist the reader and shall not be used for con-
struing any document. If there is a conflict
between any such diagram table, quote, itali-
cized introduction, and keynote and the text
of the Subdivision Documents, the text shall
control.

If any court determines that any provision
of this Charter is invalid, or invalid as applied
in a particular instance, such determination
shall not affect the validity of other provi-
sions or applications of such provision in
other instances.

1.4. Definitions

Capitalized terms used in the Subdivision
Documents have the meaning described in
the paragraph where they first appear in bold
print. An index to defined terms may be
found immediately following the Table of
Contents of this Charter. All other terms
used in the Subdivision Documents have
their natural, commonly accepted definitions.

1.5. Interpretation of Certain Refer-
ences

Subdivision-Wide Standard. Where the
Subdivision Documents require compliance
with the "Subdivision-Wide Standard," the
standard to be applied is the highest of: (a) the
standard of use, conduct, architecture, land-
scaping, or aesthetic matters generally pre-
vailing in the Subdivision, (b) the minimum
standards described in this Charter, the De-
sign Guidelines, the Rules, and Board resolu-
tions, as they may be amended from time to
time, or (c) the East Shore Community Stand-
ard established pursuant to the ESCA Cove-
nants.  The Subdivision-Wide Standard
may contain objective elements, such as spe-
cific maintenance requirements, and subjec-
tive elements, such as matters subject to the
discretion of the Board or the Reviewer (as
defined in Chapter 5). The Subdivision-
Wide Standard may or may not be set out in

writing. The Founder initially shall estab-
lish such standard. The Subdivision-Wide
Standard may evolve as development pro-
gresses and as the Subdivision matures; pro-
vided, at no time shall the Subdivision-Wide
Standard be less than that required under the
ESCA Covenants.

Consent or Approval. All references in
the Subdivision Documents to "consent" or
"approval" shall refer to permission or ap-
proval, which unless otherwise expressly
qualified in the specific provision, may be
granted or withheld in the discretion of the
Person whose consent or approval is re-
quired.

Discretion and Determination. All ref-
erences in the Subdivision Documents to
"discretion" or to the right to "determine"
any matter shall refer to the sole and absolute
power or right to decide or act. Unless oth-
erwise expressly limited in the Subdivision
Documents or by law, any one authorized in
the Subdivision Documents to exercise its
discretion or make a determination may do so
without regard to the reasonableness of, and
without the necessity of justifying, the deci-
sion, determination, action, or inaction.

Including. All references in this Charter
to "including" or any form or derivative of
such term shall be deemed to mean "includ-
ing, but not limited to," unless otherwise spe-
cifically indicated.

Maintenance. All references in this
Charter to "maintenance" shall refer to
maintenance, repair, and replacement, unless
otherwise specifically provided.

Notice. All references in this Charter to
"notice" or "notify" or any derivative of such
terms shall be deemed to refer to written no-
tice by personal delivery, United States mail,
private carrier, or, unless the intended recipi-
ent has expressly objected to use of such
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method of delivery, by facsimile or electronic
mail.

Notices shall be deemed to have been duly
given and effective:

(a) if sent by United States mail, when
deposited with the U.S. Postal Service, cor-
rectly addressed, with first class or higher pri-
ority postage prepaid,;

(b) if delivered personally or by private
carrier, when actually delivered to the ad-
dress of the intended recipient, as evidenced
by the signature of the person at such address
who accepts such delivery or the records of
the private carrier; or

(c) if sent by facsimile or electronic mail,
upon transmission, as evidenced by a printed
confirmation of transmission.

Person. References in the Subdivision
Documents to a "Person" or "Persons" shall
refer to an individual, a corporation, a part-
nership, a limited liability company, or any
other legal entity.

Recording. All references in the Subdi-
vision Documents to a "recorded" legal in-
strument, or to recordation or the recording of
a legal instrument, shall refer to an instru-
ment filed or the filing of a legal instrument
in the Official Public Records of Real Prop-
erty of Montgomery County, Texas, or such
other place designated as the official location
for filing documents affecting title to real es-
tate in Montgomery County, Texas, in order
to make them a matter of public record.

Successors, Assigns, and Designees.
Unless otherwise specifically provided, refer-
ences in the Subdivision Documents to the
Founder, Founder Affiliates, or the Associa-
tion shall refer to such entities along with
their respective successors, assigns, and de-
signees.

That is the best government which de-
sires to make the people happy, and
knows how to make them happy.
Thomas McCauley




Chapter 2

Subdivision Administration

Vibrant communities depend upon all of
their stakeholders working together to up-
hold community standards and achieve the
vision and goals for the community. The
Founder, the Association, the owners, the
builders, and others have a role in the func-
tioning of the Subdivision and in helping to
Sfulfill that vision. This chapter identifies
these stakeholders and describes their roles
in administering the Subdivision.

2.1. The Founder

The Founder has established the vision for
the Subdivision and, through the Subdivision
Documents, has set forth the founding princi-
ples that will guide the Subdivision during
the initial period of development and sale and
thereafter. The Founder's proposed plan for
development of the Subdivision is or shall be
described in various subdivision plats ap-
proved by Montgomery County and the City
of Houston from time to time, as may be rec-
orded, supplemented, modified, and amended
from time to time, with respect to the prop-
erty described in Exhibit "A" (collectively,
the "Subdivision Plat(s)").

The Founder has reserved various rights in
the Subdivision Documents with respect to
development and administration of the Sub-
division. The Founder may exercise certain
of these rights throughout the "Development
and Sale Period," which is the period of time
during which the Founder or any "Founder
Affiliate" owns real property in the Subdivi-
sion or has an unexpired option to expand the
Subdivision pursuant to Chapter 16. A
"Founder Affiliate" is any Person that con-
trols, is controlled by, or is under common
control with the Founder, and any Person that

is an owner, a member, a partner, or a share-
holder of the Founder.

The Founder may exercise some rights
only during the "Founder Control Period,"
which is the period of time that the Founder
is entitled to appoint a majority of the mem-
bers of the Association's Board.  The
Founder Control Period begins on the date of
the Association's incorporation and termi-
nates upon the first of the following to occur:

(a) when 100% of the maximum number
of Lots anticipated by the Founder for devel-
opment and sale as a part of the Subdivision
are owned by Persons other than the Founder,
Founder Affiliates, or Builders, and have res-
idences constructed thereon; or

(b) December 31, 2042; or

(¢c) when, in its discretion, the Founder so
determines and declares in a recorded instru-
ment.

Notwithstanding the above, if limited by
Texas law to a date or time occurring prior to
an event described above, the Founder Con-
trol Period shall continue for the maximum
time period permissible under Texas law.

The Founder also has certain approval
rights for a limited period as provided in the
By-Laws after the termination of the Founder
Control Period.

The Founder may assign its status and
rights as the Founder under the Subdivision
Documents to any person who takes title to
any portion of the property described in Ex-
hibit "A" or "B" for the purpose of develop-
ment and/or sale. Such assignment shall be
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made only in a recorded instrument signed by
both parties.

2.2. The Association

The Founder has established the Associa-
tion as the primary entity responsible for ad-
ministering the residential property in the
Subdivision in accordance with the Subdivi-
sion Documents. The Association may del-
egate any of its rights and responsibilities to
the Master Association at any time, so long
as the Master Association consents to such
delegation. The Association may exercise
all rights and powers that the Subdivision
Documents and Texas law expressly grant to
it, as well as any rights and powers that may
reasonably be implied under the Subdivision
Documents. It may also take any action rea-
sonably necessary to effectuate any such
right or privilege. The Association is a
"Neighborhood Association" as such term is
defined in the ESCA Covenants.

2.3. The Board

On most matters, the Association acts
through the Board. However, in some in-
stances the Subdivision Documents or appli-
cable law limits the Board's ability to act
without the approval of the Association's
members.  Unless the Subdivision Docu-
ments or applicable law specifically require
otherwise, the Board may exercise the Asso-
ciation's rights and powers without a vote of
the membership.

The Board may institute, defend, settle, or
intervene on behalf of the Association in me-
diation, binding or non-binding arbitration,
litigation, or administrative proceedings in
matters pertaining to the Area of Common
Responsibility, as defined in Chapter 3, en-
forcement of the Subdivision Documents, or
any other civil claim or action. However,
the Board has no legal duty to institute litiga-
tion or any other proceeding on behalf of or

9

in the name of the Association or its mem-
bers.

In exercising the Association's rights and
powers, making decisions on the Associa-
tion's behalf (including, without limitation,
deciding whether to file a lawsuit or take
other legal action under any circumstances)
and conducting the Association's affairs,
Board members and the Association's offic-
ers are required to comply with, and shall be
judged by, the standards set forth in the By-
Laws.

2.4. The Owners

Each Person that holds record title to a
Lot, as defined in Chapter 3, is referred to in
the Subdivision Documents as an "Owner."
However, a Person who holds title merely as
security for the performance of an obligation
(such as a lender holding a mortgage or sim-
ilar security instrument) is not considered an
"Owner." If a Lot is sold under a recorded
contract of sale, and the contract specifically
so states, the purchaser (rather than the holder
of fee simple title) will be considered the
Owner. If a Lot has more than one Owner,
all Co-Owners are jointly and severally obli-
gated to perform the responsibilities of the
Owner under the Subdivision Documents.

Every Owner has a responsibility to com-
ply with the Subdivision Documents and to
uphold the community standards described in
Part Two of this Charter.

2.5. Builders

"Builders" are those Persons who pur-
chase one or more unimproved lots or parcels
of land within the Subdivision for further
subdivision or development and resale in the
ordinary course of their business. The
Founder may extend any of the rights it has
reserved under the Subdivision Documents
with respect to development, marketing, and
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sale of property in the Subdivision to such
Builders as it may designate.

2.6. Mortgagees

If a Lot is made subject to a mortgage or
other form of security instrument affecting ti-
tle to a Lot ("Moertgage"), then the holder or
beneficiary of that Mortgage ("Mortgagee")
also has an interest in the administration of
the Subdivision. The Subdivision Docu-
ments contain various provisions for the pro-
tection of Mortgagees, as set forth in Chapter
15.

2.77. Federal Fish and Wildlife Permit

By accepting a deed to a Lot, each Owner
acknowledges that bald eagle nests are
known to exist on or in the vicinity of the
Subdivision. Each Owner further acknowl-
edges that the Subdivision and the Lots are
subject to Permit No. TE-048649-0, effective
August 23, 2002, issued by the U.S. Fish and
Wildlife Service ("USFWS") to Founder, as
said permit has been amended from time to
time, including by Permit No. TE-04649-1
effective August 6, 2003 (corrected August
29, 2003), issued by USFWS to Founder, and
by Permit No. TE-04649-2 effective Decem-
ber 3, 2004, issued by USFWS to Founder,
(collectively referred to herein, as further be
amended, as the "Permit"). The Permit es-
tablishes certain restrictions affecting the
Subdivision and each Lot, including, without
limitation, development, clearing, and build-
ing construction restrictions. By this refer-
ence, the Permit is incorporated into the
Charter and all Owners shall be deemed to
have consented to being subject to it as a
"Participant" pursuant to the Permit and be
assigned certain "Inclusion Rights and Re-
sponsibilities" for the exclusive use and ben-
efit of each Owner's Lot.

Each Owner, on behalf of itself, the occu-
pants of the Lots, as well as their tenants,
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guests, and invitees, and any of its agents,
contractors, subcontractors, suppliers, and
others acting under its supervision, direction,
or control, on any activity conducted on ei-
ther Owner's Lot or on utility or access ease-
ments associated with the Lot, covenants and
agrees to comply with the provisions and re-
quirements of the Permit.

In addition to the Initial Rules set forth on
Exhibit "B" to this Charter and the guidelines
and procedures adopted by Founder pursuant
to Chapter 5, the Owners shall conform with
the special conditions and restrictions set
forth on Exhibit "B-1" to this Charter.

A community is like a ship, everyone
ought to be prepared to take the helm.
Henrik Ibsen




Chapter 3

Subdivision Structure and Organization

The Subdivision consists of parcels of
property, referred to as Lots, that are in-
tended for the exclusive use of the Owner and
other occupants of such parcel, as well as
property that is intended for common use.

The properties within the Subdivision are
designated in accordance with the following:

Lots. The Subdivision Documents refer
to the homes and home sites in the Subdivi-
sion as "Leots." A Lot is a portion of the
Subdivision depicted as a separately identi-
fied lot or parcel on a recorded Subdivision
Plat, survey or in a Supplement, now or here-
inafter recorded, identifying a Lot by metes
and bounds or by any other recordable legally
sufficient description, which may be inde-
pendently owned and conveyed and is in-
tended for development, use, and occupancy
as a residence for a single family, or such
other purpose as may be provided in a con-
veyance instrument by the Founder or a
Founder Affiliate.

The term "Lot" refers to the land, if any,
which is part of the Lot, as well as to any
structures or other improvements on the Lot.
A parcel of land is considered a single Lot
until a Subdivision Plat or survey is recorded
subdividing it into more than one Lot. The
term does not include Common Areas, as de-
fined below, or property dedicated to the pub-
lic.

Common Area. Any property and facil-
ities that the Association owns or in which it
otherwise holds possessory or use rights for
the common use or benefit of more than one
Lot is referred to as "Common Area." The
Common Area includes any property that the
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Association holds under a lease and any ease-
ments in favor of the Association, including
the Roadways. The Founder and others may
establish and convey Common Area to the
Association as provided in Section 9.1.

Limited Common Area. Certain por-
tions of the Common Area may be designated
as "Limited Common Area" and assigned
for the exclusive use or primary benefit of
less than all Lots.

The Founder may designate property as
Limited Common Area and assign it to par-
ticular Lots on the recorded plat depicting
such property, in the deed conveying such
property to the Association, or in a Supple-
ment. At any time during the Development
and Sale Period, the Founder may assign use
of the same Limited Common Area to addi-
tional Lots.

Area of Common Responsibility. All of
the properties and facilities for which the As-
sociation has responsibility under the Subdi-
vision Documents, or for which the Associa-
tion otherwise agrees to assume responsibil-
ity, are collectively referred to in the Subdi-
vision Documents as the "Area of Common
Responsibility," regardless of who owns
them. The Area of Common Responsibility
includes all of the Common Area and may
also include Lots or portions of Lots and
property dedicated to the public, such as pub-
lic rights-of-way. The initial Area of Com-
mon Responsibility is described in Section
9.2.

Chaos is the law of nature; order is
the dream of men. Henry Adams




Chapter 4

Association Membership and Voting Rights

The Association is an entity through which
Owners can participate in the governance
and administration of the Subdivision.
While many powers and responsibilities are
vested in the Board in order to facilitate day-
to-day management and operation, the mem-
bership and voting rights vested in the Own-
ers allow the Owners to influence the out-
come of major decisions.

4.1. Membership

The Association initially has two classes
of membership: the Owner membership,
which is comprised of all Owners, including
Builders; and the Founder membership,
which consists solely of the Founder.

If a Lot has more than one Owner, all co-
Owners of the Lot shall share the privileges
of the applicable membership category, sub-
ject to reasonable Board regulation and the
restrictions in this Charter and in the By-
Laws. If an Owner is a corporation, a part-
nership, or other legal entity, its membership
rights may be exercised by any officer, direc-
tor, partner, or trustee or by an individual the
Owner designates from time to time in a writ-
ing to the Association's Secretary, except that
only individuals residing in a Lot shall be en-
titled to use any Common Area recreational
facilities available for use by Owners.

The Founder may, by Supplement, create
additional classes of membership comprised
of the owners of Lots within any portion of
any additional property submitted to this
Charter. The Founder shall specify in any
such Supplement the rights, privileges, and
obligations of the members of any class of
membership created by that Supplement.
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(a) Owner Membership. Every Owner
is automatically an "Owner Member" of the
Association. However, there shall be only
one Owner Membership for each Lot owned
by an Owner Member.

(b) Founder Membership. The
Founder holds the sole Founder membership.
The Founder membership shall terminate two
years after expiration of the Founder Control
Period, or on such earlier date as the Founder
determines and declares in a recorded instru-
ment.

4.2. Voting

Each Lot owned by an Owner Member is
assigned one equal vote, subject to the limi-
tations on voting set forth in this Charter and
the other Subdivision Documents. During
such time as there is a Founder Membership,
no vote shall be exercised for Lots that the
Founder owns; rather, the Founder's consent
shall be required for various actions of the
Board, the membership, and committees, as
specifically provided elsewhere in the Subdi-
vision Documents.  Notwithstanding the
preceding, in the event Texas law requires the
Founder Member to cast a vote in licu of ex-
ercising its right to consent, each Lot owned
by the Founder Member shall be assigned one
vote equal to a vote assigned to a Lot owned
by an Owner Member.

In any situation in which an Owner Mem-
ber is entitled personally to exercise the vote
for his or her Lot, or grant or withhold con-
sent or approval to any action, if there is more
than one Owner of a Lot, the right to vote,
consent, or grant approval for such Lot shall
be exercised as the co-Owners holding a ma-
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jority of the ownership interest in the Lot de-
termine among themselves. Any co-Owner
may cast the vote for the Lot or grant consent
or approval as the Owner of the Lot and ma-
jority agreement shall be conclusively pre-
sumed unless another co-Owner of the Lot
protests promptly to the President or other
person presiding over the meeting or the bal-
loting, in the case of a vote taken, or consent
or approval granted, outside of a meeting.
In the absence of majority agreement, the
Lot's vote, and the right to grant consent or
approval of a proposed action, shall be sus-
pended if two or more co-Owners seck to ex-
ercise it independently.

Good order is the foundation of all
things. Edmund Burke
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PARTTWO: SUBDIVISION STANDARDS

The price of greatness is responsibility.
Winston Churchill
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Chapter 5

Architecture, Landscaping, and Aesthetic Standards

The Subdivision derives its unique charac-
ter from the cooperation of all Builders and
Owners in upholding minimum design, land-
scaping, and aesthetic standards. This
chapter explains how those standards are es-
tablished and how they are applied and main-
tained through a process requiring prior ap-
proval for construction on and exterior mod-
ifications to improvements on Lots.

This chapter shall apply onl/y to mod-
ifications, additions, or alterations
made on or to a Lot after the construc-
tion of a dwelling or other improvement
on the Lot has been completed. The in-
itial construction of a dwelling on a Lot,
and the approval of initial landscaping
and other related improvements, shall
be subject to approval by the Founder
or a Founder Affiliate or designee of the
Founder without regard to the require-
ments set forth in this chapter. The ap-
proval rights with respect to such initial
improvements may, but need not, other-
wise be set forth in a contract or other
agreement between the parties.

This chapter shall not apply to (a) the
design and construction activities of
the Founder or Founder Affiliates at any
time, or (b) the construction of a dwell-
ing or other improvement on a unit by a
Builder or other Person constructing an
initial dwelling on a Lot. This chapter
also shall not apply to the Association’'s
activities during the Founder Control
Period.

Until otherwise delegated to the "Re-
viewer” described in this Charter pursu-
ant to the provisions of the ESCA Cove-
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nants, the approval of any Improve-
ments on any Lot in the Subdivision
shall be subject to the process set forth
in and in accordance with Article V of
the ESCA Covenants.

5.1. General

All site work, landscaping, structures, im-
provements, and other items placed on a Lot
in a manner or location visible from outside
of any existing structures on the Lot ("Im-
provements") are subject to standards for de-
sign, landscaping, and aesthetics adopted
pursuant to this chapter ("Design Guide-
lines") and the approval procedures set forth
in this chapter, except to the extent that the
Texas Property Code, this chapter, or the De-
sign Guidelines may otherwise specify.

No prior approval is necessary to repaint
the exterior of existing structures using the
most recently approved color scheme or to re-
build or restore any damaged structures in a
manner consistent with the plans and specifi-
cations most recently approved for such
structures.  Generally, no approval is re-
quired for work done to the interior of a struc-
ture; however, modifications to the interior of
garages, screened porches, patios, and any
other portions of a structure visible from out-
side of the structure do require prior ap-
proval.

Any dwelling constructed on a Lot shall
be designed by and built in accordance with
the plans and specifications of a licensed ar-
chitect unless the Founder or its designee in
its sole discretion otherwise approves.

Approval under this chapter is not a sub-
stitute for any approvals or reviews required
by Montgomery County or any municipality
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or governmental agency or entity having ju-
risdiction over architectural or construction
matters.

5.2. Design Review Authority

(a) Founder. The Founder shall have
exclusive authority to review and act upon all
applications for review of proposed Improve-
ments until the later of (i) the expiration of
the Development and Sale Period, or (i) such
time as all Lots planned for the property de-
scribed in Exhibits "A" and "B" have been
improved with dwellings that are substan-
tially complete and occupied or ready for oc-
cupancy. The Founder may designate one
or more persons to act on its behalf in review-
ing any application. In reviewing and act-
ing upon any request for approval, the
Founder and its designee act solely in the
Founder's interest and owe no duty to any
other Person.

From time to time, the Founder may dele-
gate any or all of its rights under this chapter
to the Association or other Persons. Any
such delegation shall be in writing, shall
specify the scope of responsibilities dele-
gated, and shall be subject to (i) the Founder's
right to revoke such delegation at any time
and reassume its prior control, and (ii) the
Founder's right to veto any decision that it de-
termines, in its discretion, to be inappropriate
or inadvisable. So long as the Founder has
any rights under this chapter, the jurisdiction
of others shall be limited to such matters as
the Founder specifically delegates.

(b) Design Review Committee. Upon
either the Founder's delegation of authority to
the Association pursuant to Section 5.2(a), or
upon expiration or termination of the Found-
er's rights under Section 5.2(a), the Board
shall appoint a Design Review Committee
("Design Review Committee" or "DRC") to
assume jurisdiction over matters within the
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scope of the delegated authority or this chap-
ter, respectively. The DRC shall consist of
at least three, but not more than nine, persons,
who shall serve and may be removed and re-
placed in the Board's discretion. DRC
members need not be Owners or representa-
tives of Owners. After termination of the
Founder's authority under Section 5.2(a), the
members of the DRC may not be then current
members of the Board, their spouse or a per-
son residing in the same household of a Board
member.

The Board shall use reasonable efforts to
include on the DRC an architect who is au-
thorized to practice under Texas law or to
otherwise engage an architect to review DRC
decisions and provide recommendations to
the DRC. During the Development and
Sale Period, the architect shall be selected
from a list of architects chosen by the
Founder.

The Association may compensate DRC
members and consultants to the DRC in such
manner and amount, if any, as the Board may
determine appropriate.

Until expiration of the Founder's rights
under this chapter, the DRC shall notify the
Founder in writing within three business days
of any action (i.e., approval, partial approval,
or disapproval) it takes under this chapter.
A copy of the application and any additional
information the Founder may require shall
accompany the notice. The Founder shall
have 10 business days after receipt of such
notice to veto any such action, in its discre-
tion, by written notice to the DRC.

Unless and until such time as the Founder
delegates all or a portion of its reserved rights
to the DRC or upon the expiration of the De-
velopment and Sale Period, the Association
shall have no jurisdiction over architectural
matters.
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(¢) Reviewer.  For purposes of this
chapter, the entity having jurisdiction in a
particular case shall be referred to as the "Re-
viewer."

(d) Fees; Assistance. The Reviewer
may establish and charge reasonable fees for
its review of applications and may require
that such fees be paid in advance. Such fees
may also include reasonable costs incurred in
having professionals review any application.
The Board may include the compensation of
such persons in the Association's annual op-
erating budget.

5.3. Guidelines and Procedures

ﬁ@ The purpose of the Design Guidelines
is to maintain a consistent character and qual-
ity of appearance for the Improvements
within the community and to ensure that Im-
provements are constructed in an orderly
manner. The Design Guidelines may de-
scribe what types of building materials and
design elements are preferred and others that
are discouraged. The Design Guidelines
also provide a specific procedure for submit-
ting applications for proposed Improvements
and describe how to carry out the construc-
tion of the Improvements once approval has
been received.

(a) Design Guidelines. The Founder
may prepare the initial Design Guidelines,
which may contain general provisions appli-
cable to all of the Subdivision as well as spe-
cific provisions that vary among uses, hous-
ing types, or locations within the Subdivi-
sion. The Design Guidelines are intended
to provide guidance to Owners and contrac-
tors regarding matters of particular concern
to the Reviewer. The Design Guidelines are
not the exclusive basis for the Reviewer's de-
cisions, and compliance with the Design
Guidelines does not guarantee approval.
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The Founder shall have full authority to
amend the Design Guidelines for so long as it
has review authority under Section 5.2(a).
The Founder's right to amend the Design
Guidelines shall continue even if it delegates
reviewing authority to the DRC, unless the
Founder also delegates the power to amend to
the DRC. The DRC may amend the Design
Guidelines with the Board's consent; pro-
vided, during the Development and Sale Pe-
riod, the Founder's consent shall also be re-
quired for any amendment to the Design
Guidelines.  Amendments to the Design
Guidelines also shall be subject to review by,
and the recommendation of, the architect
serving on or otherwise engaged by the DRC.
No amendment shall be inconsistent with the
provisions of Tex. Prop. Code, Chapter 202,
as it may be amended.

Amendments to the Design Guidelines
shall apply prospectively only. They shall
not require modifications to or removal of
any structures previously approved once the
approved construction or modification has
begun. However, any new work on such
structures must comply with the Design
Guidelines as amended. There shall be no
limitation on the scope of amendments to the
Design Guidelines, and such amendments
may climinate requirements previously im-
posed or otherwise make the Design Guide-
lines less restrictive.

The Reviewer shall make the Design
Guidelines available to Owners and their
contractors upon request.  Such Design
Guidelines may be recorded, in which event
the recorded version, as it may be amended
from time to time, shall control in the event
of any dispute as to which version of the De-
sign Guidelines was in effect at any particular
time.

(b) Procedures. Unless the Design
Guidelines provide otherwise, no activities
within the scope of this chapter (as described
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in Section 5.1) may begin on any property
within the Subdivision until a written appli-
cation is submitted to and approved by the
Reviewer. The application must be accom-
panied by plans and specifications and such
other information as the Reviewer or the De-
sign Guidelines require.

In reviewing each application, the Re-
viewer may consider any factors it deems rel-
evant, including, without limitation, harmony
of the proposed external design with sur-
rounding structures and environment. De-
cisions may be based on purely aesthetic con-
siderations. = Each Owner acknowledges
that such determinations are purely subjec-
tive and that opinions may vary as to the de-
sirability and/or attractiveness of particular
improvements.

Subject to the provisions of Tex. Prop.
Code, Chapter 202, as it may be amended or
any successor Texas statute thereof, and the
Founders' veto rights under Section 5.2(b),
the Reviewer shall have the sole discretion to
make final, conclusive, and binding determi-
nations on matters of aesthetic judgment, and
such determinations shall not be subject to ju-
dicial review so long as they are made in
good faith and in accordance with required
procedures, Tex. Prop. Code Chapter 202, as
it may be amended or any successor Texas
statute thereof, and applicable laws and re-
strictive covenants.

The Reviewer shall make a determination
on cach application after receipt of a com-
pleted application and all required infor-
mation. Whether an application is complete
is subject to the Reviewer's discretion. The
Reviewer may permit or require that an ap-
plication be submitted or considered in
stages, in which case a final decision shall not
be required until after the final, required sub-
mission. The Reviewer may (i) approve the
application with or without conditions;
(i1) approve a portion of the application and
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disapprove other portions; or (iii) disapprove
the application.

The Reviewer shall notify the applicant in
writing of the final determination on any ap-
plication no later than 30 business days after
its receipt of the final completed application
and all required submissions; however, with
respect to any DRC determination subject to
the Founder's veto right under Section 5.2(b),
the Reviewer shall notify the applicant of the
final determination within 40 business days
after its receipt of the final completed appli-
cation and all required submissions.

If the Reviewer does not respond within
the prescribed time period, the applicant may
notify the Board in writing and request a de-
cision within 15 days. If the Reviewer does
not respond within such additional 15-day
period, the application shall be deemed ap-
proved.

Notwithstanding the above, no approval,
whether expressly granted or deemed
granted, shall be inconsistent with the Design
Guidelines unless a written variance has been
granted pursuant to Section 5.5.

As part of any approval, the Reviewer may
require that construction commence within a
specified time period. If construction does
not commence within the required period, the
approval shall expire, and the Owner must re-
apply for approval before commencing any
activities. Once construction is com-
menced, it shall be diligently pursued to com-
pletion.  All work shall be completed within
18 months of commencement unless other-
wise specified in the notice of approval or un-
less the Reviewer, in its discretion, grants an
extension in writing.

Upon completion of all work for which
approval has been granted, the applicant shall
notify the Reviewer in writing that construc-



Architecture, Landscaping, and Aesthetic Standards

tion is complete. The Reviewer may con-
duct an inspection within 30 days thereafter
and notify the applicant in writing as to any
deviations or deficiencies noted from the ap-
proved plans. If deviations or deficiencies
are noted, the applicant shall promptly take
such action as the Reviewer has specified in
such notice to conform the work to the ap-
proved plans.

The Reviewer may exempt certain activi-
ties from the application and approval re-
quirements of this Article if such activities
are undertaken in compliance with the De-
sign Guidelines and the Subdivision-Wide
Standard.

(c) Appeals Process. After termination
of the Founder's review authority under Sec-
tion 5.2(a), any decision by the DRC denying
an application may be appealed to the Board.
A written notice of the denial must be pro-
vided to the Owner by certified mail, hand
delivery, or electronic delivery and shall:

(1) describe the basis for the denial in
reasonable detail and changes, if any, to the
application or improvements required as a
condition to approval; and

(i) inform the Owner that the Owner may
request a hearing before the Board on or be-
fore the 30th day after the date the notice was
mailed to the Owner.

The Board shall hold a hearing under this
Section not later than the 30th day after the
date the Board receives the Owner's request
for a hearing and shall notify the Owner of
the date, time, and place of the hearing not
later than the 10th day before the date of the
hearing. Only one hearing is required on
any application.  During a hearing, the
Board or the Association's designated repre-
sentative and the Owner or the Owner's des-
ignated representative shall each have the op-
portunity to discuss, verify facts, and attempt
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to resolve the denial of the Owner's applica-
tion, and the changes, if any, requested by the
DRC in the notice of denial provided to the
Owner. Either the Board or the Owner may
request a postponement of the hearing for up
to 10 days and such request shall be granted.
Additional or longer postponements may be
granted by agreement of the parties. The
Association or the Owner may make an audio
recording of the meeting. On appeal, the
Board may affirm, modify, or reverse, in
whole or in part, any decision of the DRC.

5.4. No Waiver of Future Approvals

The people reviewing applications under
this chapter will change from time to time,
and opinions on aesthetic matters, as well as
interpretation and application of the Design
Guidelines, may vary accordingly. It may
not always be possible to identify objection-
able features until work is completed. In
such cases, the Reviewer may elect not to re-
quire changes to objectionable features.
However, the Reviewer may refuse to ap-
prove similar proposals in the future. Ap-
proval of applications or plans shall not con-
stitute a waiver of the right to withhold ap-
proval as to any similar applications, plans,
or other matters subsequently or additionally
submitted for approval.

5.5. Variances

The Reviewer may authorize variances
from compliance with any of the Design
Guidelines and any procedures when it deter-
mines that circumstances such as topography,
natural obstructions, hardship (other than
economic hardship), or aesthetic or environ-
mental considerations justify such a variance;
however, the Reviewer shall under no cir-
cumstances be obligated to grant variances.
The Reviewer shall not consider a variance
unless a specific request for a variance is in-
cluded in the application together with a
statement describing the circumstances and
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setting forth the reasons why the granting of
the variance would be appropriate.

ﬁ When unusual circumstances exist that
make it difficult or impossible to comply with
a particular requirement of the Design Guide-
lines, the Owner may file a request with the
Reviewer to be excused from complying with
such requirement. The Reviewer has the
discretion to determine when a variance is ap-

propriate.

No variance shall (a) be effective unless in
writing; (b) be contrary to this Charter; or (c)
prevent the Reviewer from denying a vari-
ance in other circumstances. A variance re-
quires the Founder's written consent during
the Development and Sale Period and, there-
after, requires the Board's written consent.

5.6. Limitation of Liability

This chapter establishes standards and
procedures as a mechanism for maintaining
and enhancing the overall aesthetics of the
Subdivision. They do not create any duty to
any Person. Review and approval of any
application pursuant to this chapter may be
based purely on aesthetic considerations.
The Reviewer is not responsible for the struc-
tural integrity or soundness of approved con-
struction or modifications, for compliance
with building codes and other governmental
requirements, or for ensuring that all dwell-
ings are of comparable quality, value, size, or
design, or are aesthetically pleasing or other-
wise acceptable to other Owners.

All Owners acknowledge that there are no
governmental building codes or inspection
requirements applicable to the Subdivision or
East Shore; provided, in the event any such
building codes or inspection requirements are
imposed in the future, they shall apply inde-
pendently of the Design Guidelines and com-
pliance with the Design Guidelines and the
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requirements under this chapter shall not be a
substitute for compliance with such building
codes or inspection requirements.

The Founder, the Association, its officers,
the Reviewer, any committee, and member of
any of the foregoing shall not be liable for (a)
soil conditions, drainage, or other general site
work; (b) any defects in plans revised or ap-
proved hereunder; (c) any loss or damage
arising out of the action, inaction, integrity,
financial condition, or quality of work of any
contractor or its subcontractors, employees,
or agents, whether or not the Founder has ap-
proved or featured such contractor as a
Builder; or (d) any injury, damages, or loss
arising out of the manner or quality or other
circumstances of approved construction on or
modifications to any Lot. In all matters, the
Association shall defend and indemnify the
Board, the Founder, the DRC, any Reviewer
and the members of each, as provided in the
By-Laws.

5.7. Certificate of Compliance

Any Owner may request in writing that the
Reviewer issue a certificate of compliance
certifying that there are no known violations
of this chapter or the Design Guidelines with
regard to such Owner's Lot. The Associa-
tion shall either grant or deny such written re-
quest within 30 days after receipt and may
charge a reasonable administrative fee. Is-
suance of such a certificate shall prevent the
Association from taking enforcement action
against an Owner for any condition known to
the Association on the date of such certifi-
cate.

We shape our buildings and our
buildings shape us.
Winston Churchill




Chapter 6

Maintenance, Repair, and Replacement

One of the benefits of owning property in
a planned community is the commitment
among neighbors to maintain their property
in a neat, attractive, and well-landscaped
condition to enhance the overall beauty and
aesthetic appeal of the Subdivision. This
chapter describes the Owners' responsibili-
ties for maintenance and repair of their Lots
and for insuring their Lots against property
damage so that funds will be available for re-
pair and restoration if needed.

6.1. Maintenance by Owners

Each Owner shall maintain his or her Lot,
including all structures, landscaping, and
other improvements comprising the Lot, in a
manner consistent with the Subdivision Doc-
uments and the Subdivision-Wide Standard,
unless such maintenance responsibility is
otherwise assumed by or assigned to the As-
sociation pursuant to this Charter, any Sup-
plement, or by law. The obligation to main-
tain shall include any retaining walls and
bulkheads adjacent to Lake Woodlands lo-
cated on the Lot. In the event the Owner
fails to maintain such structures, the Associ-
ation may undertake such maintenance and
the Lot Owners behalf and such expenses
shall be levied against the Lot as a Specific
Assessment.

Each Owner also shall be responsible for
maintaining any sidewalk within the public
right-of-way along any street immediately
adjacent to such Owner's Lot and for main-
taining and irrigating landscaping strips, in-
cluding trees and shrubs, located within such
adjacent public right-of-way. = However,
Owners may not remove trees, shrubs, or
similar vegetation from such landscape strip
without prior approval pursuant to Chapter 5.
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In addition, subject to Section 6.3, each
Owner shall be responsible for maintaining
any fencing on such Owner's Lot, including
any perimeter fencing installed by or on be-
half of the Founder, a Builder or the Associ-
ation along the boundary lines of the Lot.

6.2. Responsibility for Repair and Re-
placement

Unless otherwise specifically provided in
the Subdivision Documents or in other instru-
ments creating and assigning maintenance re-
sponsibility, responsibility for maintenance
shall include responsibility for repair and re-
placement necessary to maintain the property
to a level consistent with the Subdivision-
Wide Standard.

Each Owner shall carry property insur-
ance for the full replacement cost of all insur-
able improvements on his or her Lot, less a
reasonable deductible, unless the Association
assumes such insurance responsibility (which
they may but are not obligated to do). Ifthe
Association assumes responsibility for insur-
ing a Lot, the premiums for such insurance
shall be levied as a Specific Assessment
against the benefited Lot and the Owner.

Within 90 days after any damage to or de-
struction of a structure on a Lot, the Owner
shall promptly repair or reconstruct in a man-
ner consistent with the original construction
or such other plans and specifications as are
approved pursuant to Chapter 5 unless the
Board, in its discretion, agrees to extend such
period. Alternatively, the Owner shall clear
the Lot of debris and maintain it in a neat and
attractive landscaped condition consistent
with the Subdivision-Wide Standard. The
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Owner shall pay any costs that insurance pro-
ceeds do not cover.

6.3. Maintenance and Repair of Party

Walls and Similar Structures

Except as may otherwise be provided by
law, a written agreement between Owners of
adjacent Lots, or other recorded documents
applicable to adjacent Lots:

(a) Each wall, fence, driveway, or similar
structure built as part of the original construc-
tion on the Lots that serves and/or separates
any two adjoining Lots shall be considered a
party structure. The cost of reasonable re-
pair and maintenance of a party structure
shall be shared equally by the Owners whose
Lots are served or separated by the party
structure.

(b) If a party structure is destroyed or
damaged by fire or other casualty, then to the
extent that such damage is not covered by in-
surance and repaired out of the proceeds of
insurance, any Owner whose Lot is served or
separated by the structure may restore it. If
other Lots are served or separated by the
structure, the Owners of such Lots shall con-
tribute to the restoration cost in equal propor-
tions. However, such contribution will not
prejudice the right to call for a larger contri-
bution from any Person under any rule of law
regarding liability for negligent or willful
acts or omissions.

(¢) The right to and the obligation of con-
tribution for party walls and similar struc-
tures between Owners, as provided in this
section, shall be appurtenant to the land and
shall pass to such Owner's successor-in-title.

(d) To the extent not inconsistent with the
provisions of this section, the general rules of
law regarding party walls and liability for
property damage due to negligence or willful
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acts or omissions shall apply to any party
structure.

Any activity becomes creative when
the doer cares about doing it right, or
doing it better. John Updike




Chapter 7

Use and Conduct

In order to maintain a residential environ-
ment that encourages respect for and cour-
tesy among neighbors and minimizes the po-
tential for disputes, this chapter sets forth
basic standards regarding use, occupancy,
and transfer of interests in Lots. In addi-
tion, it provides a procedure by which the
Board and the membership can adopt and
change rules regulating use, conduct, and ac-
tivities within the Subdivision to address par-
ticular needs and desires of the Subdivision
over time.

7.1. Use, Occupancy, and Transfer of
Interests in Lots

(a) Residential and Related Uses. Lots
may be used only for residential and related
purposes, except as the Founder may other-
wise authorize with respect to construction,
marketing, and sale activities of the Founder
and Builders it designates. A business ac-
tivity shall be considered "related" to a resi-
dential use and thus permitted under this sec-
tion only if conducted by a person or persons
residing in the Lot and only if the business
activity:

(i) 1s not apparent or detectable by
sight, sound, or smell from outside of a per-
mitted structure;

(i) complies with applicable govern-
mental requirements;

(ii1) does not involve regular visita-
tion of the Lot by employees who do not re-
side in the Lot, clients, customers, suppliers,
or other business invitees or door-to-door so-
licitation within the Subdivision; and
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(iv) is consistent with the Subdivi-
sion's residential character and does not con-
stitute a nuisance or a hazardous or offensive
use, or threaten the security or safety of oth-
ers, as the Board determines in its discretion.

"Business" shall have its ordinary, gener-
ally accepted meaning and shall include,
without limitation, any occupation, work, or
activity undertaken on an ongoing basis that
involves providing goods or services to Per-
sons other than the family of the producer and
for which the producer receives a fee, com-
pensation, or other form of consideration, re-
gardless of whether (i) such activity is en-
gaged in full or part time; (i) such activity is
intended to or does generate a profit; or (iii) a
license is required.

Leasing a Lot for residential purposes
shall not be considered a "business" within
the meaning of this subsection, provided that
the Owner and any other Owners with whom
such Owner is affiliated do not collectively
lease or offer for lease more than one Lot at
any time. This provision shall not preclude
an institutional lender from leasing a Lot
upon taking title following foreclosure of its
security interest in the Lot or upon ac-
ceptance of a deed in lieu of foreclosure.

(b) Leasing. For purposes of this Char-
ter, the terms "Lease" and "Leasing" shall re-
fer to the regular, exclusive occupancy of a
Lot by any Person other than the Owner, for
which the Owner receives any consideration
or benefit. Any dwelling that is leased shall
be leased only in its entirety; separate rooms,
floors, or other areas within a dwelling may
not be separately leased; however, any de-
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tached "in-law suite" or "guest house" ap-
proved pursuant to Chapter 5 may be leased
separate from the main dwelling.

All leases shall be in writing and shall
disclose that the tenants and all occu-
pants of the leased Lot are bound by
and obligated to comply with the Subdi-
vision Documents. However, the Sub-
division Documents shall apply regard-
less of whether such a provision is spe-
cifically set forth in the lease.

Within 10 days of a lease being signed, the
Owner of a leased Lot shall notify the Board
or the Association's managing agent of the
lease and provide (A) the commencement
date and term of the lease; (B) contact infor-
mation, including the name, mailing address,
phone number, and e-mail address of each
person who will reside in the Lot under the
lease; and (C) any additional information the
Board may reasonably require consistent
with Tex. Prop. Code §209.016.  The
Owner must give the tenant copies of the
Subdivision Documents. In addition to, but
consistent with this sub-section, the Associa-
tion or the Board may adopt Rules governing
leasing and subleasing.

(¢) Transfer of Title; Resale Certificate.
Any Owner other than the Founder or a
Founder Affiliate desiring to sell or otherwise
transfer title to his or her Lot shall give the
Association prior written notice of the name
and address of the purchaser or transferee, the
date of such transfer of title, and such other
information as the Board may reasonably re-
quire. The Person transferring title shall
continue to be jointly and severally responsi-
ble with the Person accepting title for all ob-
ligations of the Owner, including assessment
obligations, until the date upon which the As-
sociation receives such notice, notwithstand-
ing the transfer of title, except that the Person
transferring title shall continue to be liable for
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all assessments accruing prior to the date of
such transfer until paid.

The Association shall comply with re-
quests for issuance of a "resale certificate"
("Resale Certificate") to the extent and in
the manner required under Tex. Prop. Code
$207.003 as it may be amended or any suc-
cessor Texas statute thereof. The Associa-
tion may charge a reasonable fee to prepare,
assemble, copy, and deliver a Resale Certifi-
cate and accompanying information and any
update thereto in accordance with the limita-
tions set forth in Tex. Prop. Code §207.003,
and may require such fee to be paid before
preparing the Resale Certificate or update.

If the Resale Certificate indicates that
there are known conditions on the Lot which
violate the Subdivision Documents, or that
there are amounts due and unpaid to the As-
sociation on account of the Lot, the Owner
shall be responsible for curing such viola-
tions and paying any such amounts due prior
to transfer of title and, upon doing so, may
request an update to the Resale Certificate to
reflect such action. If the transferring
Owner fails to cure violations or pay amounts
due prior to transfer of title, the new Owner
shall be jointly and severally responsible with
the prior Owner for curing such violations
and paying any amounts due and unpaid.

Upon acceptance of title to a Lot, the new
Owner of the Lot shall pay to the Association
a reasonable administrative fee in such
amount as the Board may determine neces-
sary to cover the costs the Association incurs
to update the Association's records, not to ex-
ceed the limitations set forth in Tex. Prop.
Code Section 207.003.

(d) Subdivision and Combination of
Lots. No Person other than the Founder and
Builders whom the Founder may authorize
shall subdivide or change the boundary lines
of any Lot or combine Lots without the
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Board's prior written approval. In addition,
the Founder's approval shall be required dur-
ing the Development and Sale Period.

Any such approved action shall be effec-
tive only upon recording of a plat or other le-
gal instrument reflecting the subdivision or
new boundaries of the affected Lot(s). The
Board's approval may set forth a determina-
tion of how combined Lots shall be treated
for purposes of voting or assessment. In the
absence of such recorded instrument, adja-
cent Lots owned by the same Owner shall
continue to be treated as separate Lots for
purposes of voting and assessment, even
though such Lots may be improved with a
single dwelling.

(e) Timesharing. No Lot shall be used
for operation of a timesharing, fraction-shar-
ing, or similar program whereby the right to
exclusive use of the Lot rotates among partic-
ipants in the program on a fixed or floating
time schedule over a period of years, unless
such program is established by the Founder
or with the Founder's prior written approval.

(f) Mineral Rights. No Lot shall be
used by the Owner or any other Person for
drilling, mining, exploration, or production
of oil, gas, or other minerals.

7.2. Rulemaking Authority and Proce-

dures

The Subdivision Documents establish a
framework of covenants and conditions that
govern the Subdivision. The initial Rules
attached as Exhibit "B" are a part of that
framework. However, within that frame-
work, the Association must be able to re-
spond to unforeseen issues and changes af-
fecting the Subdivision.  Therefore, the
Board is authorized to change the Rules in ac-
cordance with the following procedures, sub-
ject to the limitations set forth in Section 7.3.
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(a) Founder Authority. So long as the
Founder has the right unilaterally to amend
this Charter pursuant to Section 19.2, the
Founder may unilaterally amend Exhibit "B"
to add new Rules or to modify or rescind ex-
isting Rules.

(b) Board Authority. Subject to the no-
tice requirements in Section 7.2(c) and the
Board's duty to exercise sound judgment and
reasonableness on behalf of the Association
and its members, the Board may adopt new
Rules and modify or rescind existing Rules
by majority vote of the directors at any Board
meeting; provided, for so long as the Founder
Membership exists, the Founder's approval is
required for any such action by the Board.

(¢) Notice. The Board shall send notice
to all Owners concerning any proposed Rule
change at least five business days prior to the
meeting of the Board at which such action is
to be considered. At any such meeting,
Owners shall have a reasonable opportunity
to be heard before the proposed action is put
to a vote.

This notice requirement does not apply to
administrative and operating policies that the
Board may adopt relating to the Common Ar-
eas, such as hours of operation of a recrea-
tional facility, and the method of allocating or
reserving use of a facility (if permitted) by
particular individuals at particular times, not-
withstanding that such policies may be pub-
lished as part of the Rules.

(d) Effective Date. A Rules change
adopted under this section shall take effect 30
days after the date on which written notice of
the Rules change is given to the Owners.
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ﬁ Since it is impossible to foresee all po-
tential situations and problems that may arise
within the Subdivision, the Board has the au-
thority to adopt and modify rules as needed

to address new or changing circumstances.

(e) Conflicts. No action taken under
this section shall have the effect of modifying
or repealing the Design Guidelines or any
provision of this Charter other than the Rules.
In the event of a conflict between the Design
Guidelines and the Rules, the Design Guide-
lines shall control. In the event of a conflict
between the Rules and any provision of this
Charter (exclusive of the Rules), the Charter
shall control.

7.3. Protection of Owners and Others

Except as may be set forth in this Charter
(either initially or by amendment) or in the
nitial Rules set forth in Exhibit "B," all Rules
shall comply with the following provisions:

(a) Similar Treatment. Similarly situ-
ated Lots shall be treated similarly.

(b) Flags and Other Displays. No Rule
shall abridge the right of the Owner or occu-
pant of a Lot to display the official flag of the
United States of America in accordance with
4 U.S.C. Sections 5-10, the flag of the State
of Texas in accordance with Chapter 3100 of
the Texas Government Code, or an official or
replica flag of any branch of the United States
armed forces, on the Lot owned or occupied
by such Owner, except that Rules may regu-
late the location, size, use and manner of dis-
play of such flags and flagpoles and associ-
ated lighting to the extent permitted by Tex.
Prop. Code, Chapter 202, as it may be
amended or any successor Texas statute
thereof.

No Rule shall abridge the right of an
Owner or occupant to display other political,
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religious, or holiday symbols and decorations
on his or her Lot of the kinds normally dis-
played in single-family residential neighbor-
hoods, nor shall any Rule regulate the content
of political signs. However, the Associa-
tion may adopt time, place, and manner re-
strictions with respect to signs, symbols, and
displays visible or otherwise apparent from
outside structures on the Lot, including rea-
sonable limitations on size, number, and du-
ration or time period within which they may
be displayed, consistent with Tex. Prop.
Code, Chapter 202, as it may be amended or
any successor Texas statute thereof, and any
other applicable provisions of Texas law.
One or more religious items, the display of
which is motivated by the Owner's or occu-
pant's sincere religious belief, provided that
such display does not threaten the public
health or safety, violate a law other than a law
prohibiting the display of religious speech, or
violate any applicable building line, setback
requirement, or easement, is not attached to a
traffic control device, street lamp, fire hy-
drant, or utility sign, pole or fixture, and is
not, in the Board's determination, patently of-
fensive to a passerby for reasons other than
its religious content, may be displayed.

(¢) Household Composition. No Rule
shall interfere with an Owner's freedom to de-
termine household composition, except that
the Association may impose and enforce rea-
sonable occupancy limitations and conditions
based on Lot size and facilities and its fair
share use of the Common Area.

(d) Activities Within Dwellings. No
Rule shall interfere with the activities carried
on within a dwelling, except that the Associ-
ation may prohibit activities not normally as-
sociated with residential property. It may
also restrict or prohibit activities that create
monetary costs for the Association or other
Owners, that create a danger to anyone's
health or safety, that generate excessive noise
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or traffic, that create unsightly conditions vis-
ible from outside the dwelling, or that are an
unreasonable source of annoyance to persons
outside the dwelling, as the Board may deter-
mine.

(e) Allocation of Burdens and Benefits.
No Rule shall alter the allocation of financial
burdens among the various Lots or rights to
use the Common Area as established by the
Subdivision Documents to the detriment of
any Owner over that Owner's objection ex-
pressed in writing to the Association. Noth-
ing in this provision shall prevent the Associ-
ation from changing the Common Area avail-
able, from adopting generally applicable
rules for use of Common Area, or from deny-
ing use privileges to those who are delinquent
in paying assessments, abuse the Common
Area, or violate the Subdivision Documents.
This provision does not affect the right to in-
crease the amount of assessments as provided
in Chapter 12.

(f) Leasing and Transfer of Lots. Sub-
ject to 7.1(b), no Rule shall prohibit leasing
or transfer of any Lot or require approval
prior to leasing or transferring a Lot; how-
ever, the Rules may require a minimum lease
term of up to 12 months. The Rules may
also require that Owners use Board-approved
lease forms, and may impose a reasonable re-
view or administrative fee in connection with
the Board's review of a lease.

(g) Abridging Existing Rights. No
Rule shall require that an Owner dispose of
personal property kept in or on a Lot in com-
pliance with the Rules in effect at the time
such personal property was brought onto the
Lot. This exemption shall apply only dur-
ing the period of such Owner's ownership of
the Lot and shall not apply to subsequent
Owners who take title to the Lot after adop-
tion of the Rule.
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ﬁ This provision protects the existing
personal property of Owners. It is intended
to prevent an Owner from being forced to get
rid of an item that was allowed prior to a
change in the Rules. For example, if bas-
ketball hoops are allowed in driveways and
then a Rule is passed prohibiting basketball
hoops, the Board cannot force the Owners
who have basketball hoops at that time to re-
move them. However, they can enforce this
Rule against any other Owner desiring to in-
stall one, or against any Owner who takes ti-
tle to a Lot after the effective date of the new
Rule.

(h) Rights to Develop. No Rule may in-
terfere with the Founder's ability to develop,
market, and sell property in other portions of
East Shore.

(i) Interference with Easements. No
Rule may interfere with the exercise of any
easement created by or reserved to the
Founder.

7.4. Owners' Acknowledgment and No-

tice to Purchasers

By accepting a deed, each Owner
acknowledges and agrees that the use,
enjoyment, and marketability of his or
her Lot is limited and affected by the
Rules, which may change from time to
time. All Lot purchasers are hereby no-
tified that the Association may have
adopted changes to the Rules and that
such changes may not be set forth in a
recorded document. A copy of the cur-
rent Rules and all administrative policies are
available from the Association upon request.
The Association may charge a reasonable fee
to cover its reproduction cost.
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7.5. Use of Lake Woodlands

The use and enjoyment of the lake known
as "Lake Woodlands" by Owners is subject to
the Other Applicable Documents identified in
Section 1.1 and the right of the Other Wood-
lands Associations, or its successors, to
promulgate rules and regulations governing
such use.
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Chapter 8

Compliance and Enforcement

The covenants, standards, and rules set
forth in the Subdivision Documents are for
the benefit of all Owners and occupants of the
Subdivision. However, if they are to have
any real meaning, there must be a commit-
ment by the stakeholders in the Subdivision to
comply with them and there must be a mech-
anism in place to enforce that compliance in
the event that someone fails or refuses to do
so. This chapter sets forth the obligation to
comply and the remedies available to the As-
sociation for noncompliance.

8.1. Compliance

All Owners and occupants of Lots, as

well as their tenants, guests, and other visi-
tors, must abide by the Subdivision Docu-
ments. If any of them fail or refuse to com-
ply with the Subdivision Documents, they
may be subject to various penalties, including
fines and the loss of the right to use the Com-
mon Areas.

Every Owner, occupant, and visitor to a
Lot must comply with the Subdivision Docu-
ments and shall be subject to sanctions for vi-
olations as described in this chapter. In ad-
dition, each Owner shall be responsible for,
and may be sanctioned for, all violations of
the Subdivision Documents by the occupants,
tenants, guests, or invitees to their Lots, and
for any damage to the Area of Common Re-
sponsibility that such Persons may cause.

8.2. Remedies for Non-Compliance

The Association, the Founder and every
affected Owner shall have the right to file suit
at law or in equity to enforce the Subdivision
Documents subject to the terms of this Char-
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ter and Article 8 of the By-Laws. In addi-
tion, the Board may impose sanctions for vi-
olation of the Subdivision Documents, in-
cluding those sanctions listed below and any
others described elsewhere in the Subdivision
Documents. The Association may delegate
its enforcement responsibilities to the Master
Association at any time, with the consent of
the Master Association.

(a) Sanctions Requiring Compliance
with Enforcement Provisions of the By-
Laws. Subject to compliance with the en-
forcement provisions set forth in Article 8 of
the By-Laws, the Association may:

(1) impose reasonable monetary
fines, which shall constitute a lien upon the
violator's Lot. In the event that any occu-
pant, tenant, guest, or invitee of a Lot violates
the Subdivision Documents and a fine is im-
posed, the fine may, but need not, first be as-
sessed against the violator; provided, if the
fine is not paid by the violator within the time
period set by the Association, the Owner
shall pay the fine upon notice from the Board;

(i) except as limited by Texas law,
suspend an Owner's right to vote;

(1i1) suspend any Person's right to use
any Common Area facilities (A) for any pe-
riod during which any charge against such
Owner's Lot remains delinquent, and (B) for
a period not to exceed 30 days for a single
violation or for a longer period in the case of
any continuing violation; provided, nothing
herein shall authorize the Board to limit in-
gress or egress to or from a Lot;

(iv) suspend services the Association
provides to the Lots or occupants thereof;
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(v) exercise self-help or take action
to abate any violation of the Subdivision
Documents in a non-emergency situation (in-
cluding removing personal property that vio-
lates the Subdivision Documents);

(vi) without liability to any Person,
preclude any contractor, subcontractor,
agent, employee, or other invitee of an Owner
who fails to comply with the terms and pro-
visions of Chapter 5, including the Design
Guidelines, from continuing or performing
any further activities in the Subdivision;

(vii)levy Specific Assessments to
cover costs the Association incurs in bringing
a Lot into compliance with the Subdivision-
Wide Standard or other requirements under
the Subdivision Documents or to reimburse
the Association for property loss or damage
arising from the conduct of the Owner or oc-
cupants of the Owner's Lot or their guests;

(viii) record or otherwise publish a
notice of violation with respect to any Lot on
which a violation exists (including any viola-
tion relating to non-compliance with the De-
sign Guidelines or the process or approval re-
quirements under Chapter 5);

(ix) subject to Tex. Prop. Code §s
209.006(a) and 209.0065, as applicable, re-
port any delinquency in paying amounts due
to the Association to a credit reporting
agency; and

(x) file a suit at law or in equity against
an Owner for any action which, by the terms
of Article 8 of the By-Laws, is subject to the
procedures set forth therein.

Notwithstanding the above, if within six
months after the Owner has been given notice
and the opportunity to exercise any rights to
which the Owner was entitled under Article 8
of the By-Laws, the violation continues, is re-
peated, or recurs, the Board may impose any
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of the above sanctions without further com-
pliance with Article 8 of the By-Laws.

(b) Other Sanctions. To the extent per-
mitted by Texas law, the Association may
take the following actions to obtain compli-
ance with the Subdivision Documents with-
out prior notice or a hearing, and the enforce-
ment procedures in Article 8 of the By-Laws
shall not apply to these actions:

(1) exercise self-help or take action
to abate a violation on a Lot in any situation
that requires prompt action to avoid potential
injury or damage or unreasonable inconven-
ience to other persons or their property (spe-
cifically including, the towing of vehicles
that are in violation of parking rules and reg-
ulations) and levy a Specific Assessment
against the Lot and the Owner thereof for all
costs reasonably incurred in so doing, except
that any action to collect such Specific As-
sessment shall be subject to compliance with
the procedures set forth Article 8 of the By-
Laws;

(i1) exercise self-help or take action
to abate a violation on the Common Area un-
der any circumstances;

(ii1) require an Owner, at its own ex-
pense, to perform maintenance or to remove
any structure or improvement on such Own-
er's Lot that is in violation of the Subdivision-
Wide Standard or other requirements under
the Subdivision Documents and to restore the
property to its previous condition;

(iv) enter the property and exercise
self-help to remove or cure a violating condi-
tion if an Owner fails to take action as re-
quired pursuant to subsection (iii) above
within 10 days after receipt of written notice
to do so, and any such entry shall not be
deemed a trespass;
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(v) bringing suit (A) in equity for a
temporary restraining order or temporary in-
junctive relief to stop or prevent any violation
or (B) which includes foreclosure as a cause
of action; or

(vi) any other action for which notice
and an opportunity for a hearing is not re-
quired under the Texas Property Code, in-
cluding Tex. Prop. Code §209.007, as it may
be amended or any successor Texas statute
thereof.

8.3. Association Decision to Pursue En-

forcement Action

The decision to pursue enforcement action
in any particular case shall be left to the As-
sociation's discretion, except that the Associ-
ation shall not be arbitrary or capricious in
taking enforcement action. For example,
the Board may determine that, in a particular
case:

(a) the Association's position is not
strong enough to justify taking any or further
action;

(b) the covenant, restriction, or rule being
enforced is, or is likely to be construed as, in-
consistent with applicable law;

(c) although a technical violation may
exist or may have occurred, it is not of such a
material nature as to be objectionable to a rea-
sonable person or to justify expending the
Association's resources; or

(d) that it is not in the Association's best
interests, based upon hardship, expense, or
other reasonable criteria, to pursue enforce-
ment action.

A decision not to enforce a particular pro-
vision shall not prevent the Association from
enforcing the same provision at a later time
or prevent the enforcement of any other cov-
enant, restriction, or rule.
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8.4. Attorneys Fees and Costs

In any action to enforce the Subdivision
Documents, the prevailing party shall be en-
titled to recover all costs, including, without
limitation, attorneys fees and court costs, rea-
sonably incurred in such action.
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Do what you can, with what you have, where you are.
Theodore Roosevelt
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Chapter 9

Property Management

One of the Association's primary functions
is maintaining and operating property and
facilities for the common benefit of the Own-
ers and residents of the Subdivision. This
chapter establishes the Association's obliga-
tion to accept property that the Founder des-
ignates as Common Area or Limited Com-
mon Area and to maintain, operate, and in-
sure it, along with certain other properties,
for the benefit of the Subdivision and East
Shore.

9.1. Acceptance and Control of Associa-

tion Property

(a) Transfers and Conveyances by the
Founder. The Founder and its designees
may transfer or convey to the Association in-
terests in real or personal property within or
for the benefit of the Subdivision, and the As-
sociation shall accept such transfers and con-
veyances. Such property may be improved
or unimproved and may consist of fee simple
title, easements, leases, licenses, or other real
or personal property interests, and may be
conveyed subject to other covenants, condi-
tions, restrictions and easements, including,
without limitation, easements permitting per-
sons who are not members of the Association
to use and enjoy such Common Area upon
payment to the Association of reasonable use
fees.

Upon the Founder's written request, the
Association shall reconvey to the Founder or
any third party designated by the Founder any
real property that the Founder or any Founder
Affiliate originally conveyed to the Associa-
tion for no payment, to the extent conveyed
in error or needed to make adjustments in
property lines, or to accommodate changes in
any Subdivision Plat.
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(b) Management and Control. The As-
sociation is responsible for management, op-
eration, and control of the Common Area,
subject to any covenants set forth in the deed
or other instrument transferring the property
to the Association. The Association may
enter into leases, licenses, or operating agree-
ments with respect to portions of the Com-
mon Area, for payment or no payment, as the
Board deems appropriate.

The Association may permit use of Com-
mon Area facilities by persons other than
Owners and occupants of Lots and may
charge use fees, in such amount as the Board
may establish, for such use. Any such use
of Common Area facilities shall require the
Founder's consent during the Development
and Sale Period.

9.2. Maintenance of Area of Common

Responsibility

The Association shall maintain the Area of
Common Responsibility in accordance with
the Subdivision-Wide Standard. The Area
of Common Responsibility includes, but is
not limited to:

(a) the Common Area, including all im-
provements thereon;

(b) landscaping, lighting, and sidewalks
within public rights-of-way within or abut-
ting the Subdivision and any retaining walls
and bulkheads adjacent to Lake Woodlands
located on a Lot to the extent that Lot Owners
or responsible governmental authorities do
not maintain them; provided, such mainte-
nance shall not constitute a waiver of the As-
sociation's right to levy Specific Assessments
or impose other sanctions against an Owner
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failing to perform his or her maintenance re-
sponsibilities;

(c) such portions of any additional prop-
erty as may be designated by the Founder,
this Charter, any Supplement, or any cove-
nant or agreement for maintenance entered
into by, or otherwise binding on the Associa-
tion; and

(d) any property and facilities that the
Founder owns and makes available, on a tem-
porary or permanent basis, for the primary
use and enjoyment of the Association and its
Members. The Founder shall identify any
such property and facilities by written notice
to the Association, and they shall remain part
of the Area of Common Responsibility until
the Founder revokes such privilege of use and
enjoyment by written notice to the Associa-
tion.

Except as otherwise controlled by a Mu-
nicipal Utility District or Water Control and
Improvement District ("MUD"), the Associ-
ation shall also be responsible for proper
functioning of the stormwater drainage sys-
tem serving the residential portion of the Sub-
division, including maintenance, repair and
replacement, as needed, of pipes, culverts,
and other structures and equipment compris-
ing the system. It shall have no responsibil-
ity for landscaping or other maintenance of
stormwater drainage easements burdening
any Lots unless otherwise specifically set
forth in a Supplement or in a recorded agree-
ment or plat.

The Association may maintain other prop-
erty it does not own, including, without limi-
tation, Lots or property dedicated to the pub-
lic, if the Board determines that such mainte-
nance is necessary or desirable to maintain
the Subdivision-Wide Standard. The Asso-
ciation shall not be liable for any damage or
injury occurring on, or arising out of the con-
dition of, property it does not own except to

34

the extent that it has been negligent in per-
forming its maintenance responsibilities.

9.3. Discontinuation of Operation

The Association shall maintain the Com-
mon Area facilities in continuous operation
unless the Founder, during the Development
and Sale Period, and, thereafter, Owner
Members representing 75% of the total votes
in the Association, or in the case of damage
or loss to Limited Common Area, Owners of
at least 75% of the Lots to which such Lim-
ited Common Area is assigned, consent in
writing to discontinue such operation. This
section shall not apply to restrict the Board's
ability to establish reasonable operating
hours, which may vary by season, or to pre-
clude temporary closures or interruptions in
operation as the Board may determine appro-
priate to perform maintenance or repairs.

9.4. Restoring Damaged Improvements

In the event of damage to or destruction
of portions of the Area of Common Respon-
sibility for which the Association has insur-
ance responsibility, the Board or its duly au-
thorized agent shall file and adjust all insur-
ance claims and obtain reliable and detailed
estimates of the cost of repairing or restoring
the property to substantially its condition
prior to the damage, allowing for changes or
improvements necessitated by changes in ap-
plicable building codes.

The Association shall repair or reconstruct
damaged Common Area improvements un-
less:

(a) this Charter has terminated pursuant
to Section 19.1;

(b) repair or restoration would be illegal
under any state or local statute or ordinance
governing health or safety; or
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(c) the Founder, during the Development
and Sale Period, and Owner Members enti-
tled to cast at least 67% of the total votes in
the Association, decide within 60 days after
the loss not to repair or reconstruct. If the
damage is to Limited Common Area, any de-
cision not to restore the damaged improve-
ments shall also require the approval of Own-
ers of at least 67% of the Lots to which such
Limited Common Area is assigned. If ei-
ther the insurance proceeds or estimates of
the loss, or both, are not available to the As-
sociation within such 60-day period, then the
period shall be extended until such funds or
information are available. No Mortgagee
shall have the right to participate in determin-
ing whether the damage or destruction to the
Common Area shall be repaired or recon-
structed, except that nothing herein shall limit
the contractual rights of any holder of a deed
of trust encumbering the Common Area to
participate in such determination under the
terms of such deed of trust or any security
agreement referenced therein.

%} This provision ensures that desirable
Common Area improvements will be re-
placed if destroyed, but it also makes it pos-
sible not to repair or rebuild if the Owners
who benefit from the Common Area prefer
not to rebuild.

If a decision is made not to restore the
damaged improvements and no alternative
improvements are authorized, the affected
property shall be cleared of all debris and ru-
ins and thereafter shall be maintained by the
Association in a neat and attractive condition
consistent with the Subdivision-Wide Stand-
ard.

The insurance proceeds attributable to any
Limited Common Areas that are not rebuilt
shall be distributed to the Owners of the Lots
to which such Limited Common Areas were
assigned, or their respective lien holders, as
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their interests may appear, in proportion to
their relative liability for Association ex-
penses. The Association shall retain and
place in a capital improvements account for
the benefit of all Owners any insurance pro-
ceeds remaining after paying the costs of re-
pair or reconstruction or after such settlement
as is necessary and appropriate.

If insurance proceeds are insufficient to
cover the costs of repair or reconstruction, the
Board may, without a vote of the Owners,
levy Special Assessments to cover the short-
fall against those Owners responsible for the
premiums for the applicable insurance cover-
age under Section 11.4.

9.5. Relationships with Other Proper-

ties

The Association may contract with the
Master Association, any other owners associ-
ation within East Shore, or the owner of any
neighboring property to provide for sharing
of costs associated with (a) maintenance and
operation of mutually beneficial properties or
facilities, or (b) provision of mutually benefi-
cial services.

We cannot escape the responsibility of
tomorrow by evading it today.
Abraham Lincoln
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Provision of Services

In addition to its property management
role, the Association is a vehicle for provid-
ing a variety of services for the benefit of the
Subdivision at large and individual Lots.
This chapter describes some of the services
the Association may provide and the mecha-
nism by which it may provide varying levels
and types of services to different areas of the
Subdivision.

10.1. Provision of Services to Lots

The Association may arrange for or pro-
vide services to Owners and their Lots, di-
rectly or through contracts with the Founder
or other third parties. The Association may
enter into bulk service agreements by which
a particular service is provided to all Lots, or
only to Lots which have been improved with
a completed dwelling and are occupied or
have been conveyed to a Person other than
the Founder or a Builder ("Occupied Lots"),
or it may offer various services at the option
of each Owner, or both. By way of example
and not limitation, such services might in-
clude such things as cable television, tele-
phone, high-speed Internet, and other tele-
communications services, utilities, fire pro-
tection, security, trash collection, landscape
maintenance, pest control, carectaker services
and technology services.

Unless a service provider is specifically
designated by the Founder, the Association
shall have no obligation to utilize any partic-
ular provider(s) and the Board, in its discre-
tion, may discontinue offering particular ser-
vices and may modify or cancel existing con-
tracts for services, subject to the contract
terms and any provision that may exist else-
where in the Subdivision Documents requir-
ing the Association to provide such services.
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10.2. Execution of Other Agreements

The terms of any service contract the As-
sociation enters into may obligate individual
Owners or occupants to execute subscription
agreements or other contracts directly with
the Persons providing the service prior to
gaining access to the service. In the alterna-
tive, the Association may execute a subscrip-
tion agreement or contract for services on be-
half of all Owners.  Such subscription
agreements or other contracts may contain
terms and conditions relating to use of and ac-
cess to services that, if violated by the Owner
or occupant of a Lot, may result in services to
such Owner or occupant's Lot being termi-
nated by the service provider or by the Asso-
ciation.

The termination of service for the failure
or refusal to enter into a subscription agree-
ment or other required contract, or a violation
of any such agreement or contract, shall not
relieve any Owner of the continuing obliga-
tion to pay that portion of assessments or
other Association charges pertaining to the
service in question that are assessed against
the Lot as a Common Expense under Chapter
12.



Chapter 11

Association Insurance

The Association is responsible for insur-
ing against various types of risks, including
property damage, personal injury, and liabil-
ity. This chapter describes the minimum
types and amounts of coverage that the Asso-
ciation must obtain, the specific requirements
for such policies, and the handling of deduct-
ibles and premiums for such insurance.

11.1. Required Coverages

The Association shall obtain and maintain
in effect the following insurance coverage, if
reasonably available, or if not reasonably
available, the most nearly equivalent cover-
age as is reasonably available:

(a) Blanket property insurance covering
"risks of direct physical loss" on a "special
form" basis (or comparable coverage by
whatever name denominated) for all insura-
ble improvements on

(1) the Common Area; and

(i1) other portions of the Area of
Common Responsibility, to the extent that
the Association has responsibility for repair
or replacement in the event of a casualty.

If such coverage is not generally available at
reasonable cost, then "broad form" coverage
may be substituted. The limits of the Asso-
ciation property insurance policies shall be
sufficient to cover the full replacement cost
of the insured improvements under any cur-
rent applicable building ordinances and
codes.

(b) Commercial general liability insur-
ance on the Area of Common Responsibility,
insuring the Association and its Members for
damage or injury caused by the negligence of
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the Association, or any of its Members, em-
ployees, agents, or contractors while acting
on their behalf. If generally available at rea-
sonable cost, such coverage shall have a limit
of at least $5,000,000 in the aggregate with
respect to bodily injury, personal injury, and
property damage. Such coverage may be
provided through a combination of primary
and umbrella policies. However, if addi-
tional coverage and higher limits are availa-
ble at reasonable cost that a reasonably pru-
dent person would obtain, the Association
shall obtain such additional coverage or lim-
its;

(c) Workers compensation insurance and
employers liability insurance, if and to the
extent required by law;

(d) Directors and officers liability cover-
age;

(¢) Commercial crime insurance, includ-
ing fidelity insurance covering all Persons re-
sponsible for handling Association funds in
an amount determined in the Board's business
judgment but not less than an amount equal
to one-fourth of the Annual Assessments on
all Lots plus reserves on hand. Fidelity in-
surance policies shall contain a waiver of all
defenses based upon the exclusion of Persons
serving without compensation;

(f) Dram shop liability and product lia-
bility insurance, to the extent the Board
deems it necessary or advisable;

(g) Flood insurance, to the extent the
Board deems necessary or advisable; and
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(h) Business automobile insurance, to the
extent the Board deems necessary or advisa-
ble.

The Association shall arrange for an an-
nual review of the sufficiency of its insurance
coverage by one or more qualified Persons, at
least one of whom must be familiar with in-
surable replacement costs in the Montgomery
County area. In the exercise of its business
judgment, the Board may obtain additional
insurance coverage and higher limits than
this section requires.

11.2. Deductibles

ﬁ The Association may hold any Persons
who cause damage to insured improvements
responsible for the insurance deductible pay-
able on any insurance claim related to such
damage.

The Association's policies may contain a
reasonable deductible, which shall not be
subtracted from the face amount of the policy
in determining whether the policy limits sat-
isfy the requirements of Section 11.1. Inthe
event of an insured loss, the deductible shall
be treated as a Common Expense in the same
manner as the premiums for the applicable in-
surance coverage. However, if the Board
reasonably determines, after notice and an
opportunity to be heard in accordance with
the By-Laws, that the loss is the result of the
negligence or willful misconduct of one or
more Owners, their guests, invitees, or les-
sees, then the Board may assess the full
amount of such deductible against such
Owner(s) and their Lots as a Specific Assess-
ment.

11.3. Policy Requirements

All policies shall provide for a certificate
of insurance to be furnished to the Associa-
tion, and, upon request, to ecach Owner.
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To the extent available at reasonable cost
and terms, all insurance shall:

(a) be written with a company authorized
to do business in Texas;

(b) be written in the name of the Associ-
ation as trustee for the benefited parties. All
policies shall be for the benefit of the Associ-
ation and the Owners, except that policies on
Limited Common Area shall be for the bene-
fit of only those Owners of Lots to which the
Limited Common Area is assigned;

(¢) not be brought into contribution with
insurance purchased by Owners, occupants,
or their Mortgagees individually;

(d) contain an inflation guard endorse-
ment;

(e) include an agreed amount endorse-
ment, if the policy contains a co-insurance
clause;

(f) provide that each Owner is an insured
person with respect to liability arising out of
such Owner's status as a member of the As-
sociation;

(g) provide a waiver of subrogation
against any Owner or household member of
an Owner; and

(h) include an endorsement precluding
cancellation, invalidation, suspension, or
non-renewal by the insurer on account of any
act or omission of one or more Owners, un-
less acting on the Association's behalf within
the scope of their authority, or on account of
any curable defect or violation, without prior
written demand to the Association and allow-
ance of a reasonable time to cure the defect
or violation.
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ﬁ Subrogation is a legal concept by
which one person is substituted in the place
of another with respect to a lawful claim or
right. For example, once they have paid a
claim by an insured party, insurance compa-
nies generally have the right to step into the
shoes of the insured party and sue any one
that the insured party could have sued.

In addition, the Board shall use reasonable
efforts to secure insurance policies that list
the Owners as additional insureds and pro-
vide:

(i) a waiver of subrogation as to any
claims against the Association's directors, of-
ficers, employees, and manager;

(j) awaiver of the insurer's right to repair
and reconstruct instead of paying cash;

(k) an endorsement excluding Owners'
individual policies from consideration under
any "other insurance" clause;

() an endorsement requiring at least 30
days' prior written notice to the Association
of any cancellation, substantial modification,
or non-renewal;

(m) a cross liability provision; and

(n) a provision vesting in the Board ex-
clusive authority to adjust losses.

11.4. Insurance Premiums

Premiums for all insurance shall be a
Common Expense.
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Chapter 12

Association Finances

This chapter provides for various types of
funding to cover expenses that the Associa-
tion incurs or expects to incur in exercising
its authority and performing its responsibili-
ties under the Subdivision Documents. The
primary sources of funding are the assess-
ments. This chapter authorizes the Associ-
ation to levy assessments against the Lots and
collect assessments from the Owner of each
Lot.  Assessments are secured by a lien on
each Lot as described in this chapter.

All assessments set forth in this chapter
are in addition to and not in lieu of any as-
sessments levied by the Master Association
pursuant to the ESCA Covenants or any
other assessments levied by any Other
Woodlands Associations, if any, in accord-
ance with the Other Applicable Docu-
ments.

12.1. Association Expenses

(a) Common Expenses. Except as the
Subdivision Documents otherwise specifi-

Association Funds
General Operating Fund
Reserve Fund for Repair and Replacement of
Capital ltems

Primary Sources of Income
Annual Assessments

Service Area Assessments
Special Assessments
Specific Assessments

Secondary Sources of Income
Facilities Rental
Monetary Penalties
Interest on Reserves and
Delinquent Assessments

Late Charges
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cally provide, all of the expenses that the As-
sociation incurs, or expects to incur, in con-
nection with the ownership, maintenance,
and operation of the Area of Common Re-
sponsibility, and otherwise for the general
benefit of the Owners, are considered "Com-
mon Expenses." Common Expenses in-
clude such operating reserves and reserves
for repair and replacement of capital items
within the Area of Common Responsibility
as the Board finds necessary or appropriate.

The characterization of a particular ex-
pense as a "Common Expense" shall not pre-
clude the Association from seeking reim-
bursement for, or a contribution toward, such
expenses from other Persons who may be re-
sponsible for the expenses incurred or for
sharing such expenses pursuant to this Char-
ter, any Supplement, or any other recorded
covenants or agreements.

(b) Association Financing. The Asso-
ciation may borrow money to purchase or im-
prove property within the Subdivision in or-
der to promote the enjoyment and welfare of
the Owners, as determined in the Board's dis-
cretion, or to fund any operating deficits of
the Association. To facilitate such borrow-
ing, the Association may mortgage any of the
Common Areas and facilities situated thereon
and pledge or assign as security any or all As-
sessments or other revenues to which the As-
sociation may be entitled.

For purposes of this Charter, the term
"Notes" includes any note, bond, instrument,
or contractual obligation entered into be-
tween the Founder (and/or its parent, subsid-
iary, or related entity or designee) and the As-
sociation, from time to time, in connection
with the (i) financing of any costs to promote
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the recreation, health, safety, and welfare of
the Owners, including improvements to the
Common Area, or (ii) the funding of operat-
ing deficits of the Association.

Notwithstanding any provisions of this
Charter to the contrary, the Association, prior
to the payment of other costs or expenses,
shall apply funds received as Annual Assess-
ments (defined below) to repayment of any
Notes. The Association shall levy Annual
Assessments at a sufficient level to make
payments under any Notes as they fall due
and pledges the Annual Assessments to the
Founder or its designee as additional security
for the repayment of the Notes.

Notwithstanding any provisions of the
Subdivision Documents to the contrary, the
Association shall not incur any debt or mort-
gage any portion of the Common Area with-
out the Founder's consent during the Devel-
opment and Sale Period. Nothing in this
Section 12.1(c) shall obligate the Founder to
finance any costs or operating deficits of the
Association.

12.2. Budgeting for and Allocating Asso-
ciation Expenses

(a) Preparation of Budgets. Prior to
the beginning of each fiscal year, the Associ-
ation's Board shall prepare a budget of the es-
timated Common Expenses for the coming
year (which shall include payments due un-
der any Notes).

The estimated expenses in each budget
shall include, in addition to any operating re-
serves, a reasonable contribution to a reserve
fund for repair and replacement of any capital
items to be maintained as a Common Ex-
pense. In determining the amount of such
reserve contribution, the Board shall take into
account the number and nature of replaceable
assets, the expected useful life of each, the
expected repair or replacement cost, and the
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contribution required to fund the projected
needs by annual contributions over the useful
life of the asset.

Each budget shall also reflect the sources
and estimated amounts of funds to cover such
expenses, which may include any surplus to
be applied from prior years, any income ex-
pected from sources other than assessments
levied against the Lots (including amounts to
which the Association is entitled pursuant to
any covenant or agreement to share costs),
and the amount to be generated through the
levy of Special Assessments. The Associ-
ation shall not be obligated to return
any prior year's budget surplus to the

Owners.

(b) Annual Assessments; Calculation
and Levy. The total budgeted Common Ex-
penses (including payments due under any
Notes), less any surplus in the Common Ex-
pense budget from prior years and any in-
come anticipated from sources other than as-
sessments against the Lots, shall be allocated
equally among all Lots subject to assessment
under Section 12.5 and levied as an "Annual
Assessment."

(¢) Notice of Budget and Assessment.

(1) The Association shall use reason-
able efforts to send a notice of the amount of
the Annual Assessment to be levied pursuant
to such budgets, to each Owner at least 30
days prior to the due date of the assessments
to be levied pursuant to such budget; pro-
vided, the Association's failure to do so shall
not invalidate the Annual Assessment or the
Board's rights regarding the collection of de-
linquent assessments.

(i1)) The Association's Common Ex-
pense budget shall automatically become ef-
fective unless disapproved at a meeting by
Owner Members representing at least 75% of
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the total votes in the Association. In addi-
tion, the consent of the Founder is required
for any disapproval of the Common Expense
budget for so long as the Founder Member-
ship exists.

(iii) There shall be no obligation to
call a meeting for the purpose of considering
any Common Expense budget except on pe-
tition of Owner Members representing at
least 10% of the total votes in the Associa-
tion. Any such petition must be presented
to the Board within 10 days after delivery of
the notice of assessment.

(iv) If any proposed budget is disap-
proved or the Board fails for any reason to
determine the budget for any year, then the
budget most recently in effect, subject to in-
crease in an amount not to exceed 10%, as
determined in the Board's discretion, shall
continue in effect until a new budget is deter-
mined. The Board's failure to fix assess-
ment amounts or to deliver or mail assess-
ment notices as required shall not be deemed
a waiver, modification, or a release of any
Owner from the obligation to pay assess-
ments.

(d) Budget Revisions. The Association
may revise the budgets and adjust the Annual
Assessment anytime during the year, subject
to the same notice requirements and rights to
disapprove set forth in Section 12.2(c) except
that the provisions of Section 12.2(c) for dis-
approval of a budget shall not apply to any
such revision and adjustment necessary to
cover any of the following (each an "Ex-
traordinary Expenditure"):

(1) required by court order;

(i1) necessary to repair or provide
maintenance to any portion of the Area of
Common Responsibility to address an immi-
nent threat to personal safety or any circum-
stance which the Board could not reasonably

42

have foreseen at the time of preparation of the
applicable budget; or

(ii1) necessary for the Association to
defend itself in litigation, arbitration, or other
legal or administrative actions brought
against it.

12.3. Special Assessments

The Association may levy "Special As-
sessments" to cover Common Expenses that
are non-routine, unanticipated, or in excess of
those anticipated in the applicable budget.
Except for Extraordinary Expenses and as
otherwise specifically provided in this Char-
ter, any Special Assessment for Common Ex-
penses shall require the affirmative vote or
written consent of Owner Members repre-
senting more than 50% of the votes attributa-
ble to Lots subject to assessment under Sec-
tion 12.5 and shall be allocated equally
among all such Lots.

In addition, as long as the Founder mem-
bership exists, any Special Assessment for
Common Expenses shall also be subject to
the Founder's written consent. Special As-
sessments shall be payable in such manner
and at such times as the Board determines and
may be payable in installments extending be-
yond the fiscal year in which the Special As-
sessment is approved.

12.4. Specific Assessments

The Association may levy "Specific As-
sessments" against a particular Lot as fol-
lows:

(a) to cover the costs, including overhead
and administrative costs, of providing ser-
vices to the Lot upon request of the Owner
pursuant to any menu of optional services
that the Association may offer (which might
include the items identified in Section 10.1).
Specific Assessments for optional services
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may be levied in advance of the provision of
the requested service;

(b) in the case of an Occupied Lot, to
cover the charges for services provided to all
Occupied Lots pursuant to any bulk service
or similar agreement which the Association
has entered into pursuant to Section 10.1; and

(c) to cover costs incurred in bringing the
Lot into compliance with the Subdivision
Documents or costs incurred as a conse-
quence of the conduct of the Owner or occu-
pants of the Lot, their agents, contractors,
employees, licensees, invitees, or guests;
however, the Board shall give the Lot Owner
prior written notice and an opportunity for a
hearing in accordance with the By-Laws, be-
fore levying any Specific Assessment under
this subsection.

12.5. Authority to Assess Owners; Time
of Payment

(a) The Founder hereby establishes and
the Association is hereby authorized to levy
assessments, fees, and other charges as pro-
vided for in this chapter and elsewhere in the
Subdivision Documents. The obligation to
pay assessments shall commence to accrue as
to each Lot on the date title to the Lot is trans-
ferred to an Owner other than the Founder or
any Founder Affiliate; provided, no assess-
ment shall be due and payable prior to the
month in which the Board first determines a
budget and levies assessments pursuant to
this chapter. The first Annual Assessment
levied on each Lot shall be adjusted accord-
ing to the number of months remaining in the
fiscal year at the time assessments commence
on the Lot.

(b) Assessments, fees, and other charges
shall be paid in such manner and on such
dates as the Board may establish. The
Board may require advance payment of as-
sessments at closing of the transfer of title to

43

a Lot and impose special requirements for
Owners with a history of delinquent payment.
If the Board so elects, assessments may be
paid in two or more installments. If any
Owner is delinquent in paying any assess-
ments or other charges levied on his Lot, the
Board may require the outstanding balance
on all assessments to be paid in full immedi-
ately.

(c) If any Owner is delinquent in paying
any assessments or other charges levied on
such Owner's Lot, the Board may require the
outstanding balance on all assessments to be
paid in full immediately. However, to the
extent required under Tex. Prop. Code
$209.0062, as it may be amended or any suc-
cessor Texas statute thereof, if requested by
the delinquent Owner, the Board shall estab-
lish an alternative payment schedule by
which the Owner may make payments to the
Association to satisfy the delinquency over a
period of not less than three months nor more
than 18 months from the date of such Owner's
request without accruing additional monetary
penalties (reasonable costs associated with
administering the payment plan or interest
are not considered monetary penalties here-
under).

The Board shall adopt and record guide-
lines for establishing the payment schedule
under an alternative payment plan pursuant to
this section. It shall be a condition of any
alternative payment plan that the Owner keep
current on all assessments accruing after the
date of commencement of the alternative
payment plan. If an alternative payment
plan is requested and agreed to by a delin-
quent Owner, the Association shall not sue to
collect any delinquent amounts or to fore-
close its lien under Section 12.7 so long as the
Owner is not in default under the terms of
such alternative payment plan.

(d) Payments received from an Owner by
the Association shall be applied to the
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amounts owed by such Owner in the follow-
ing order of priority:

(1) first to delinquent assessment;
(i1) then to any current assessment;

(ii1) then to any reasonable attorney's
fees or reasonable third party collection costs
incurred by the Association associated solely
with assessments or any other charge that
could provide the basis for foreclosure;

(iv) then to any other reasonable at-
torney's fees incurred by the Association
which the Association is entitled to charge to
such Owner's account;

(v) then to any reasonable fines as-
sessed by the Association against such
Owner or the occupants of such Owner's Lot;
and

(vi) then to any other reasonable
amount owed by such Owner to the Associa-
tion.

Notwithstanding the above, if the Owner
is in default under a payment plan entered
into pursuant to subsection (c) at the time the
Association receives a payment from an
Owner, the Association shall not be required
to apply the payment in the order of priority
specified herein. However, in applying the
payment, a fine assessed by the Association
may not be given priority over any other
amount due.

The Association shall not report any delin-
quency to a credit reporting service except in
compliance with the requirements of Tex.
Prop. Code §§ 209.006(a) and 209.0065.

44

12.6. Obligation for Assessments

%@ By buying a Lot in the Subdivision
each Owner agrees to pay all assessments
levied against his or her Lot. If the Owner
does not pay on time, that Owner will be
charged late fees on all past due amounts.
Owners may not claim a reduction in their as-
sessments due to action or inaction by the As-
sociation.

By accepting a deed or entering into a rec-
orded contract to purchase any Lot, each
Owner covenants and agrees to pay all as-
sessments, fees, and other charges authorized
in the Subdivision Documents. All assess-
ments, fees, and other charges, together with
interest (computed from its due date at a rate
of 18% per annum or such higher rate as the
Board may establish, subject to the limita-
tions of Texas law), late charges as deter-
mined by Board resolution (to the extent per-
mitted by Texas law), costs, and reasonable
attorneys fees, shall be the personal obliga-
tion of each Owner and a lien upon each Lot
until paid in full; provided, an Owner shall
not be liable for fees of a collection agent re-
tained by the Association except as provided
in Tex. Prop. Code §§ 209.0064 and 209.008
as it may be amended or any successor Texas
statute thereof. Upon a transfer of title to a
Lot, the grantee shall be jointly and severally
liable, with the grantor for any assessments
and other charges due at the time of convey-
ance.

The Board's failure to fix assessment
amounts or rates or to deliver or mail each
Owner an assessment notice shall not be
deemed a waiver, modification, or a release
of any Owner from the obligation to pay as-
sessments. In such event, each Owner shall
continue to pay Annual Assessments at the
rate established for the last year for which an
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assessment was made, if any, until a new as-
sessment is levied, at which time the Associ-
ation may retroactively assess any shortfall.

No Owner may exempt himself or herself
from liability for assessments by non-use of
Common Area, abandonment of his or her
Lot, or non-use of services provided to all
Lot. The obligation to pay assessments is a
separate and independent covenant on the
part of each Owner. No diminution or
abatement of assessments or set-off shall be
claimed or allowed for any alleged failure of
the Association or Board to take some action
or perform some function required ofit, or for
inconvenience or discomfort arising from the
making of repairs or improvements, or from
any other action or inaction.

Upon written request, the Association
shall furnish to any Owner liable for any type
of assessment a certificate signed by an As-
sociation officer setting forth whether such
assessment has been paid. Such certificate
shall be conclusive evidence of payment.
The Association may require the advance
payment of a reasonable processing fee for
the issuance of such certificate.

12.7. Lien for Assessments

(a) Existence of Lien. The Association
shall have a lien against each Lot to secure
payment of assessments hereunder, and all
other fees and charges, as well as fines, inter-
est, late charges (subject to the limitations of
Texas law), and costs of collection (including
attorneys fees and expenses), which lien shall
attach with respect to all assessments, fees,
and other charges, at such time as the Lot is
made subject to this Charter. Such lien shall
be superior to all other liens, regardless of
when recorded, including mortgages, except
the liens of all taxes, assessments, and other
public levies which by law would be superior
and the lien of the Master Association under
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the ESCA Covenants and the Other Wood-
lands Associations in accordance with the
Other Applicable Documents.

Although no further action is required to
create or perfect the lien, the Association
may, as further evidence and notice of the
lien, execute and record a document setting
forth as to any Lot the amount of the delin-
quent sums due the Association at the time
such document is executed and the fact that a
lien exists to secure the repayment thereof.
However, the failure of the Association to ex-
ecute and record any such document shall not
affect the validity, enforceability, or priority
of the lien.

(b) Enforcement of Lien. Subject to
Section 12.5 and this subsection (b), the As-
sociation's lien may be foreclosed
through judicial or, to the extent al-
lowed by law, nonjudicial foreclosure
proceedings in accordance with Chap-
ters 51 and 209 of the Texas Property
Code, as it may be amended or any suc-
cessor Texas statute thereof, in like
manner of any deed of trust on real
property, after compliance with the pro-
cedures set forth in Chapters 51 and
209 of the Texas Property Code as it
may be amended or any successor
Texas statute thereof, if applicable.
Each Owner hereby grants to the Asso-
ciation, whether or not it is so ex-
pressed in the deed or other instrument
conveying such Lot to the Owner, a
power of sale to be exercised in accord-
ance with Tex. Prop. Code §51.002, as
it may be amended as it may be
amended or any successor Texas stat-
ute thereof. The Association shall not
foreclose its lien if the debt secured by the
lien consists solely of (i) fines or attorneys'
fees associated with fines; or (ii) charges re-
lated to the compilation, production, or repro-
duction of information requested pursuant to
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the Owner's right to inspect the Association's
books and records under the By-Laws.

Notwithstanding the above, prior to fore-
closing on any Lot as to which an Eligible
Holder (as defined in Section 15.1) is a Mort-
gagee, the Association shall provide the Eli-
gible Holder at least 60 days written notice of
the foreclosure and an opportunity to cure the
default during such notice period.

The Association may bid for the Lot at the
foreclosure sale and acquire, hold, lease,
mortgage, and convey the Lot. While a Lot
is owned by the Association following fore-
closure: (i) no right to vote shall be exer-
cised on its behalf; (i1) no assessment shall be
levied on it; and (ii1) each other Lot shall be
charged, in addition to its usual assessment,
its pro rata share of the assessment that would
have been charged such Lot had it not been
acquired by the Association.

The Association shall comply with the no-
tice and right of redemption requirements af-
ter foreclosure established by the Texas Res-
idential Property Owners Act.

Subject to Section 12.5, the Association
may sue for unpaid assessments and other
charges authorized hereunder without fore-
closing or waiving the lien securing the same,
in addition to pursuing any and all remedies
allowed by law to enforce the lien.

(¢) Effect of Sale or Transfer. Sale or
transfer of any Lot (including by foreclosure
and deed in lieu of foreclosure of a Mortgage)
shall not affect the assessment lien or relieve
such Lot from the lien for any subsequent as-
sessments. The subsequent Owner of the
foreclosed Lot shall be personally liable for
assessments on such Lot due prior to such ac-
quisition of title. Such unpaid assessments
shall be deemed to be Common Expenses
collectible from Owners of all Lots subject to
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assessment under Section 12.5, including
such acquirer, its successors and assigns.

ﬁ If an Owner does not pay his or her as-
sessments on time, the Association may fore-
close its lien on the Owner's Lot, causing it to
be sold to pay the past due assessments.
The Association may also sue an Owner in
court to recover past due assessments.

12.8. Use and Consumption Fees

The Association may charge use, con-
sumption, and activity fees to any Person us-
ing Association services or facilities or par-
ticipating in Association-sponsored activi-
ties. The Board may determine the amount
and method of determining such fees. Dif-
ferent fees may be charged to different clas-
ses of users (e.g., Owners and non-Owners).

12.9. Assessment for Capital Reserves

(a) Authority. There is hereby estab-
lished an assessment to be collected upon the
acquisition of record title to a Lot by any Per-
son upon each transfer of title to a Lot within
the Subdivision (the "Capital Reserve").
The Capital Reserve shall be payable at the
closing of the transfer to the Association,
which shall have a lien against each Lot to
secure payment of the Capital Reserve as set
forth in Section 12.7. The obligation to pay
such fees shall be the personal obligation of
the Person acquiring the Lot.

(b) Determination of Capital Reserve
Amount. The amount of the Capital Re-
serve, expressed as a percentage of the "gross
selling price" of a Lot, as such term is defined
below. The Capital Reserve shall be 0.5%
of the "gross selling price" of a Lot. The
"gross selling price" of a Lot is the total cost
to the purchaser of the Lot, excluding transfer
taxes and title fees imposed by Montgomery
County, and/or Texas.
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(¢) Purpose. The Capital Reserve shall
be segregated in a separate account to be used
only for capital repairs, replacements, and re-
furbishment of the Common Area or other
portions of the Area of Common Responsi-
bility, as determined by the Board. Such
Capital Reserve shall be in addition to and not
in licu of any portion of the Annual Assess-
ment or a Special Assessment levied for cap-
ital improvements or reserves pursuant to this
chapter.

(d) Exempt Transfers. Notwithstand-
ing the above, no Capital Reserve shall be
levied upon transfer of title to a Lot:

(i) by or to Founder or by or to a
Founder Affiliate;

(i) by a co-owner to any Person who
was a co-owner immediately prior to such
transfer;

(ii1) to the Owner's estate, surviving
spouse, or heirs at law upon the death of the
Owner;

(iv) to an entity wholly owned by the
grantor or to a family trust created by the
grantor for the benefit of grantor, his or her
spouse, and/or heirs at law; provided, upon
any subsequent transfer of an ownership in-
terest in such entity, the Capital Reserve shall
become due;

(v) to an institutional lender pursuant
to a Mortgage or upon foreclosure of a Mort-

gage,

(vi) under circumstances which the
Board, in its discretion, deems to warrant
classification as an exempt transfer (e.g., a
transfer made solely for estate planning pur-
poses may be, but is not required to be,
deemed exempt from payment of the Capital
Reserve);
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(vii)exchanges of Lots for other Lots,
except to the extent that additional consider-
ation is paid in the exchange;

(viii) to a nonprofit entity for envi-
ronmental preservation purposes; or

(ix) to the Association.



PART FOUR: RELATIONSHIPS WITHIN AND QUTSIDETHE SUBDIVISION

You don't get harmony when everybody sings the same note.
Doug Floyd
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Chapter 13
Easements

The easements created in this chapter es-
tablish the rights of Owners to use the Com-
mon Area and create various rights for the
benefit of owners, the Founder, the Associa-
tion, and others over property within the Sub-
division. Some of these rights are related to
development and construction within the
Subdivision and on adjacent property, while
others relate to the rights of the Association
to come upon property of others to fulfill their
responsibilities and the interrelationships be-
tween the Subdivision and the owners of ad-
jacent property.

13.1. Easements in Common Area

%D An easement is one person's right to go
onto the property of another.

The Founder grants to each Owner a non-
exclusive right and easement of use, access,
and enjoyment in and to the Common Area,
subject to:

(a) The Subdivision Documents and any
other applicable covenants;

(b) Any restrictions or limitations con-
tained in any deed conveying such property
to the Association;

(c) Certain Owners' rights to the exclu-
sive use of those portions of the Common
Area designated "Limited Common Area;"
and

(d) The Association's right to:

(1) adopt rules regulating Common
Area use and enjoyment, including rules lim-
iting the number of guests who may use the
Common Area, and to charge use fees for
such use;
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(i1) suspend an Owner's right to use
Common Area facilities;

(iii) dedicate or transfer all or any part
of the Common Area, subject to such ap-
proval requirements as may be set forth in
this Charter;

(iv) impose reasonable membership
requirements and charge reasonable admis-
sion or other use fees for the use of any rec-
reational facility situated upon the Common
Area;

(v) rent any portion of any clubhouse
or other Common Area recreational facilities
on an exclusive or non-exclusive short-term
basis to any Person;

(vi) permit use of any recreational fa-
cilities situated on the Common Area by the
general public, which use may be subject to
admission charges, membership fees, or other
user fees established in the Board's discre-
tion;

(vii)permit use of any Common Area
facilities, at such charge or no charge as the
Board may determine appropriate, for the
purpose of offering and conducting classes or
other activities for interested Owners and oc-
cupants, whether offered on a for profit or
nonprofit basis; and

(viii) mortgage, pledge, or hypothe-
cate any or all of its real or personal property
as security for money borrowed or debts in-
curred.

Any Owner may extend his or her right of
use and enjoyment to the members of his or
her family, lessees, and social invitees, as ap-
plicable, subject to Board regulation. An
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Owner who leases his or her Lot shall be
deemed to have assigned all such rights to the
lessee of such Lot for the period of the lease.

13.2. Easements for Utilities and Other
Infrastructure

(a) Installation and Maintenance. The
Founder reserves for itself and Founder Af-
filiates and grants to the Association, all util-
ity providers, including telecommunication
service providers, and other designees of the
Founder, perpetual non-exclusive easements
throughout the Subdivision (but not through
a structure) to the extent necessary, desirable,
or convenient, in the Founder's determina-
tion, for the development of the Subdivision
and other parts of East Shore, including case-
ments to:

(1) install utilities (including but not
limited to sewer, water, telephone, gas, and
electricity) and infrastructure to serve East
Shore, security and similar systems, and
drainage systems;

(i1) install roads, ponds, walkways,
pathways and trails, irrigation systems, street
lights, and signage on property the Founder
or the Association owns or within public
rights-of-way or easements reserved for such
purpose on a recorded plat;

(ii1) inspect, maintain, repair, and re-
place the utilities, infrastructure, and other
improvements described above; and

(iv) access and read utility meters.

Notwithstanding the above, the Founder
reserves the right, in its discretion, to deny ac-
cess to any utility service provider, to the ex-
tent permitted by law, or to condition such ac-
cess on negotiated terms.

(b) Specific Easements. The Founder
also reserves the non-exclusive right and
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power to grant and record such specific ease-
ments consistent with Section 13.2(a) as it
deems necessary to develop the Subdivision
upon such terms and conditions as Founder
may determine. The location of the specific
easement shall be subject to the written ap-
proval of the Owner of the burdened prop-
erty, which approval shall not be unreasona-
bly withheld, delayed, or conditioned.

(¢) Minimal Interference. All work as-
sociated with the exercise of the easements
described in Section 13.2(a) and (b) shall be
performed so as to minimize interference
with the use and enjoyment of the property
burdened by the easement. Upon comple-
tion of the work, the Person exercising the
easement shall restore the property, to the ex-
tent reasonably possible, to the condition ex-
isting prior to the commencement of the
work. The exercise of these easements shall
not extend to permitting entry into the struc-
tures on any Lot, nor shall it unreasonably in-
terfere with the use of any Lot and, except in
an emergency, entry onto any Lot shall be
made only after reasonable notice to the
Owner or occupant.

13.3. Easements over Private Roadways

(a) Not later than the expiration of the
Development and Sale Period, the Founder
will transfer the private roadways and bridge
within the Subdivision ("Roadways") to the
Association as Common Area, subject to the
easements for access described in this Char-
ter, easements previously created for the ben-
efit of property adjacent to the property de-
scribed on Exhibit "A" and such additional
easements as the Founder deems appropriate.
Use of such Roadways shall be subject to and
in accordance with any rights and easements
shown on the recorded subdivision plats of
the Subdivision and such reasonable Use Re-
strictions and Rules as the Association may
adopt from time to time consistent with this
Charter, the recorded subdivision plats, and
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any law, ordinance, or regulation governing
the Subdivision.

(b) The Founder hereby reserves for it-
self, its agents, employees, successors, as-
signs, and other persons it may designate, an
easement over the Roadways for the purpose
of constructing, maintaining, repairing, or re-
building any subdivision improvements in-
stalled or to be installed in the Subdivision
and for performing any other work within the
Subdivision which the Founder deems rea-
sonably necessary, in its discretion, or which
the Founder is required to perform pursuant
to a contract with any Owner or pursuant to
the requirements of any government agency
having jurisdiction over the Subdivision.
The Founder hereby authorizes the contrac-
tors, subcontractors, laborers, materialmen,
and other Persons providing construction ser-
vices and materials to any Lot to exercise this
easement for access to such Lot, subject to
such rules as the Association may adopt;
however, during the Development and Sale
Period, the Founder shall have the right to re-
strict use of all or portions of the Roadways
and designate alternate access for such Per-
sons, and to revoke such authorization and
prohibit the use of the Roadways by Persons
who violate the Governing Documents or any
agreement with the Founder.

(¢) The Founder hereby creates a perpet-
ual, nonexclusive easement for access, in-
gress, and egress over the Roadways for law
enforcement, fire fighting, paramedic, res-
cue, and other emergency vehicles, equip-
ment, and personnel; for school buses; for
U.S. Postal Service delivery vehicles and per-
sonnel; utility providers, and for vehicles,
equipment, and personnel providing garbage
collection service to the Subdivision; how-
ever, such easement shall not authorize any
such Persons to enter the Subdivision except
while acting in their official capacities. The
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Association shall have the right to limit ac-
cess for garbage collection purposes to such
days of the week as the Board may specify.

(d) Founder reserves for itself and
Founder Affiliates a perpetual, non-exclusive
casement of access to and use of the Road-
ways and Common Areas in connection with
the marketing and sale of other communities
which Founder or any Founder Affiliates
may be developing and marketing, in order to
show the Subdivision as an example of the
Founder's developments.

(e) The existence of the easements de-
scribed in this section shall not preclude the
Association from maintaining gates or other
devices or systems designed to limit general
vehicular access to the Subdivision, provided
that the Association at all times maintains
systems and/or procedures to permit entry of
Persons authorized to exercise the easements
granted in this subsection without unreasona-
ble interference or delay.

13.4. Easements for Maintenance, Emer-
gency, and Enforcement

%} The Association may come onto the
exterior portions of a Lot to do maintenance
or to address violations of the covenants but
will give prior notice unless there is an urgent
need to enter the property before notice can
be given.

By this Charter, the Founder grants to the
Association easements over the Subdivision
as necessary to enable the Association to ful-
fill its maintenance responsibilities and its
enforcement rights under the Subdivision
Documents.  The Association shall also
have the right, but not the obligation, to enter
upon any Lot for emergency, security, and
safety reasons, to perform maintenance, to in-
spect for compliance with the Subdivision
Documents, and to enforce the Subdivision
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Documents. Any member of the Board and
its duly authorized agents and assignees and
all emergency personnel in the performance
of their duties may exercise such right. Ex-
cept in an emergency situation, entry shall
only be during reasonable hours and after no-
tice to the Owner.

13.5. Easements for Lake and Pond
Maintenance and Flood Water

ﬁ The Founder and the Association have
the right to access property adjacent to lakes,
streams, and other water bodies to perform
maintenance and for irrigation purposes.
They also have the right to cause water levels
in lakes or ponds in the Subdivision to rise
above normal.

While control of such areas lies predomi-
nantly with the MUD's, the Founder reserves
for itself and the Association the nonexclu-
sive right and easement, but not the obliga-
tion, to enter upon bodies of water and wet-
lands located within the Area of Common
Responsibility to (a) install, operate, main-
tain, and replace pumps for any purpose, in-
cluding to supply irrigation water to the Area
of Common Responsibility; (b) construct,
maintain, and repair structures and equip-
ment used for retaining water; and (c) main-
tain such areas in a manner consistent with
the Subdivision-Wide Standard. The
Founder and the Association shall have an ac-
cess easement over and across any portion of
the Subdivision which abuts or contains bod-
ies of water or wetlands, to the extent reason-
ably necessary to exercise their rights under
this section.

The Founder further reserves for itself and
the Association a perpetual, nonexclusive
right and easement of access and encroach-
ment over the Common Area and Lots (but
not the dwellings thereon) adjacent to or
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within 50 feet of bodies of water and wet-
lands within the Subdivision, in order to
(a) temporarily flood and back water upon
and maintain water over such property;
(b) alter in any manner and generally main-
tain the bodies of water and wetlands within
the Area of Common Responsibility; and
(¢) maintain and landscape the slopes and
banks pertaining to such areas. All Persons
entitled to exercise these easements shall use
reasonable care in and repair any damage re-
sulting from the intentional exercise of such
easements. Nothing herein shall be con-
strued to make the Founder or any other Per-
son liable for damage resulting from flooding
due to weather events or other natural occur-
rences.

13.6. Maintenance of Irrigation Lines

Except as the Founder otherwise deter-
mines or except as maintained by any MUD,
the Association shall be responsible for
maintenance, repair, and replacement of irri-
gation lines located within the Subdivision
which serve the Lots and/or the Common
Area.

13.7. Relationship with Other Properties

The Association may enter into contrac-
tual agreements or covenant with other Asso-
ciations, or with respect to neighboring prop-
erties to share costs relating to shared or as-
signed maintenance responsibilities, includ-
ing the obligation to contribute funds for,
among other matters, shared or mutually ben-
eficial property or services and/or a higher
level of maintenance.



Chapter 14

Disclosures and Waivers

This chapter discloses some important in-
Jformation about the Subdivision for the ben-
efit of prospective purchasers of property in
the Subdivision. Each Owner, by accepting
a deed to property in the Subdivision, also ac-
cepts and agrees to the matters set forth in
this chapter.

14.1. Facilities and Services Open to the
Public

Certain facilities and areas within the East
Shore Community may be open for use and
enjoyment by the public. Such facilities
and areas may include, by way of example:
greenbelts, trails and paths, parks, and other
neighborhood spots conducive to gathering
and interaction, roads, sidewalks, and medi-
ans.

14.2. Safety and Security

Each Owner and occupant of a Lot, and
their respective guests and invitees, shall be
responsible for their own personal safety and
the security of their property in the Subdivi-
sion. The Association may, but shall not be
obligated to, maintain or support certain ac-
tivities within the Subdivision designed to
promote or enhance the level of safety or se-
curity which each person provides for him-
self or herself and his or her property.
However, the Association and the Founder
shall not in any way be considered insurers
or guarantors of safety or security within
the Subdivision, nor shall either be held li-
able for any loss or damage by reason of
failure to provide adequate security or in-
effectiveness of security measures under-
taken.
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No representation or warranty is made that
any systems or measures, including security
monitoring systems or any mechanism or
system for limiting access to the Subdivision,
cannot be compromised or circumvented, nor
that any such systems or security measures
undertaken will in all cases prevent loss or
provide the detection or protection for which
the system is designed or intended. Each
Owner acknowledges, understands, and
shall be responsible for informing any ten-
ants and other occupants of such Owner's
Lot, that the Association, their Boards and
committees, and the Founder are not in-
surers or guarantors of security or safety
and that each Person within the Subdivi-
sion assumes all risks of personal injury
and loss or damage to property, including
Lots and the contents of Lots, resulting
from acts of third parties.

14.3. East Shore Community Develop-
ment

Each Owner acknowledges that East
Shore is a master planned community, the de-
velopment of which is likely to extend over
many years, and agrees that neither the Asso-
ciation, nor any Owners shall engage in, or
use Association funds to support, any protest,
challenge, or other form of objection to
(a) any uses or density of property within
East Shore, (b) any changes to any Subdivi-
sion Plat or Supplement, (c) approval of a
Subdivision Plat or Supplement for addi-
tional land to be annexed to this Charter, or
(d) the Founder's implementation of the de-
velopment of any portion of the Subdivision
or East Shore.
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14.4. View Impairment

Neither the Founder nor the Association
guarantee or represent that any view over and
across any property will be preserved without
impairment. The Founder, the Founder Af-
filiates, the Association, and any other prop-
erty owner shall have no obligation to relo-
cate, prune, or thin trees or other landscaping
except to maintain the Subdivision-Wide
Standard or as otherwise required under a
separate covenant or agreement. The Asso-
ciation (with respect to the Common Area)
has the right to add trees and other landscap-
ing from time to time, subject to applicable
law. There shall be no express or implied
easements for view purposes or for the pas-
sage of light and air.

14.5. Notices and Disclaimers as to Sub-
division Systems

Each Owner acknowledges that interrup-
tions in cable television and other Subdivi-
sion Systems and services will occur from
time to time. Neither the Founder nor any
Founder Affiliate shall be liable for, and no
Subdivision System or service user shall be
entitled to refund, rebate, discount, or offset
in applicable fees for, any interruption in
Subdivision Systems and services, regardless
of whether or not such interruption is caused
by reasons within the service provider's con-
trol.

14.6. Oil and Gas Drill Sites

Active and inactive oil and gas drill sites,
the drilling rights to which are held by third
parties, may exist within or adjacent to the
Subdivision. Some or all of such sites may
be visible from Lots. The exercise of rights
by third parties with respect to such sites may
include all activities customarily associated
with oil and gas drilling, including the erec-
tion of drilling apparatus, the operation of
such apparatus during the day and night, and
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the presence of personnel, trucks, and other
equipment necessary to access and use the
sites.

In addition, the Founder or the Association
may elect to use some or all of the inactive
drill sites as green belt areas, park lands, or
for other uses beneficial to the Subdivision
until such time as the third parties holding
such drilling rights elect to exercise such
rights. Accordingly, at such time as such
inactive drill sites are required for mineral de-
velopment, the Founder and the Association
may be required to convert such areas from
their former use to use for mineral develop-
ment purposes.

Each Owner acknowledges (a) that such
oil and gas drill sites exist within or in the vi-
cinity of the Subdivision and may be visible
from the Lots; (b) that the rights to use such
sites may be exercised in the future; (c) that
the exercise of such rights may include activ-
ities and result in conditions (e.g., noise,
lights, view impairment, etc.) that may be a
nuisance or inconvenience to persons and
property in the vicinity of such drill sites; and
(d) that the Founder, Founder Affiliates and
the Association have no control over the use
of such sites by such third partiecs. = The
Founder, Founder Affiliates and the Associa-
tion shall not be liable for any damage to or
interference with any Owner's property re-
sulting from or relating to the proximity of an
Owner's Lot to a well or drill site.

14.7. Functioning of Drainage Systems

Drainage systems serving the Subdivision
are susceptible to overflow or malfunction in
the event of severe weather or other condi-
tions beyond the control of the Founder and
the Association. Therefore, each Owner
agrees to release and discharge the Founder
and Founder Affiliates, the Association, their
respective boards and committees from and
against any and all losses, claims, demands,
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damages, costs, and expenses of whatever na-
ture or kind, including reasonable attorneys
fees and costs at all tribunal levels, related to
or arising out of any claim relating to the
functioning of the drainage system serving
the Subdivision.

14.8. Natural Conditions

(a) The Subdivision contains a number of
manmade, natural and environmentally sen-
sitive areas that may serve as habitats for a
variety of native plants and wildlife, includ-
ing insects, snakes and other reptiles, and
other animals, some of which may pose haz-
ards to persons or pets coming in contact with
them. Each Owner and occupant of any
Lot, and every person entering the Subdivi-
sion (1) acknowledges that such plants and
wildlife are indigenous to the area and are not
restrained or restricted in their movement
within or through the Subdivision; and (ii) as-
sumes all risk of personal injury arising from
the presence of such plants and wildlife
within the Subdivision. Neither the Associ-
ation, the Founder, any Builder, nor the mem-
bers, partners, affiliates, officers, directors,
agents or employees of any of the foregoing,
shall have any duty to take action to control,
remove, or eradicate any plant or wildlife in
the Subdivision, nor shall they have any lia-
bility for any injury resulting from the pres-
ence, movement or propagation of any plant
or wildlife within or through the Subdivision.

(b)The natural areas described in subsec-
tion (a) above may also contain creeks,
ponds, or intermittent pools of water, muddy
areas, and underbrush, among other things,
all of which are important to the ecological
balance and maintenance of the area as a
wildlife habitat. No Owner or occupant of a
Lot shall enter upon, or permit their guests or
any other person acting on their behalf to en-
ter upon, or disturb such areas in any way
without the Association's or the Founder's
prior approval.
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Chapter 15

Rights of Lenders

In order to enhance each Owner's ability
to obtain financing for the purchase of his or
her Lot, this chapter sets forth various provi-
sions for the benefit of lenders who make
mortgage loans and for the benefit of those
agencies that guarantee and insure mortgage
loans made by institutional lenders.

The following provisions are for the bene-
fit of holders, insurers and guarantors of first
Mortgages on Lots. The provisions of this
chapter apply to both this Charter and to the
By-Laws, notwithstanding any other provi-
sions contained therein.

15.1. Notices of Action

An institutional holder, insurer, or guaran-
tor of a first Mortgage that provides a written
request to the Association (such request to
state the name and address of such holder, in-
surer, or guarantor and the street address of
the Lot to which its Mortgage relates, thereby
becoming an "Eligible Holder"), will be en-
titled to timely written notice of:

(a) Any condemnation loss or any casu-
alty loss that affects a material portion of the
Subdivision or that affects any Lot on which
there is a first Mortgage held, insured, or
guaranteed by such Eligible Holder;

(b) Any delinquency in the payment of
assessments or charges owed by a Lot subject
to the Mortgage of such Eligible Holder,
where such delinquency has continued for a
period of 60 days and any intent to proceed
with foreclosure proceedings as provided in
Section 12.7;

(c) Any other violation of the Subdivision
Documents relating to a Lot subject to the
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Mortgage of such Eligible Holder, or the
Owner or occupant of such Lot, which is not
cured within 60 days; and

(d) Any lapse or cancellation of any in-
surance policy the Association maintains.

15.2. Notice to Association

Upon request, each Owner shall be obli-
gated to furnish to the Association the name
and address of the holder of any Mortgage en-
cumbering such Owner's Lot.

15.3. Failure of Mortgagee to Respond

Any Mortgagee who receives a written re-
quest from the Board to respond to or consent
to any action shall be deemed to have ap-
proved such action if the Association does
not receive a written response from the Mort-
gagee within 30 days of the date of the Asso-
ciation's request, provided such request is de-
livered to the Mortgagee by certified or reg-
istered mail, return receipt requested.

15.4. Amendment by Board.

One purpose of this Chapter 15 is to facil-
itate financing of Lot purchases by compli-
ance with secondary mortgage market re-
quirements or standards. Should any insti-
tutional or governmental lender, purchaser,
insurer, or guarantor of residential mortgage
loans, including, for example, Fannic Mae,
Freddie Mac, the Department of Housing and
Urban Development, or the Department of
Veterans Affairs, hereafter eliminate, create,
or otherwise revise any of their respective re-
quirements to make, purchase, insure, or
guarantee mortgage loans on Lots, the Board,
without approval of the Owners or Mortga-
gees, may cause an amendment to this Article
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to be recorded to comply with such revised
requirements. Each Owner, by accepting ti-
tle to a Lot, and each Mortgagee, by accept-
ing a Mortgage on a Lot, acknowledges and
agrees to such amendments and grants to the
Board the authority to make changes to this
Chapter 15 as contemplated by this section.
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PART FIVE: SUBDIVISION DEVELOPMENT

The rung of a ladder was never meant to rest upon, but only to hold a man's
foot long enough to enable him to put the other somewhat higher.
Thomas Henry Huxley
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Chapter 16

Expansion of the Subdivision

The Association may expand the initial
property submitted to the Charter as set forth
in this chapter.

16.1. Expansion by the Association

The Association also may submit addi-
tional property to this Charter by recording a
Supplement describing the additional prop-
erty. Any Supplement which the Associa-
tion records must be approved by Owner
Members representing more than 50% of the
total votes in the Association at a meeting
duly called for such purpose and by the owner
of the property to be submitted. In addition,
during the Development and Sale Period, the
Founder's consent is required. The Associ-
ation's President and Secretary, the owner of
the property, and the Founder, if the Found-
er's consent is required, shall sign the Supple-
ment.

16.2. Effect of Filing a Supplement

A Supplement shall be effective upon re-
cording unless otherwise specified in the
Supplement. On the effective date of the
Supplement, any additional property made
subject to this Charter shall be assigned vot-
ing rights in the Association and assessment
liability in accordance with the provisions of
this Charter.
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Chapter 17

Additional Rights Reserved to the Founder

This chapter reserves various rights to the
Founder, in addition to those specifically re-
served elsewhere in the Subdivision Docu-
ments, in order to facilitate the Founder's de-
velopment and sale of property in the Subdi-
vision, to enable the Founder to respond to
Owners' concerns, and to protect various
property rights and other interests of the
Founder.

17.1. Withdrawal of Property

During the Development and Sale Period,
the Founder may amend this Charter to re-
move any unimproved portion of the Subdi-
vision from the coverage of this Charter.
"Unimproved" means that no permanent
building has yet been completed on the prop-
erty. Such amendment shall not require the
consent of any Person other than the
Owner(s) of the property to be withdrawn, if
not the Founder. If the property is Common
Area, the Association shall be deemed to con-
sent to such withdrawal.

17.2. Marketing and Sales Activities

Notwithstanding anything in the Govern-
ance Documents to the contrary, during the
Development and Sale Period the Founder
may construct, use, and maintain upon por-
tions of the Common Area and other property
they own, such facilities and activities as, in
the Founder's opinion, may reasonably be re-
quired, convenient, or incidental to the con-
struction or sale of Lots.  Such permitted fa-
cilities and activities shall include business
offices, signs, flags (whether hung from flag
poles or attached to a structure), model
homes, model home parks, sales offices,
holding or sponsoring special events, and ex-
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terior lighting features or displays. In addi-
tion, if required, convenient, or incidental to
construction or sales activities, the Founder
and its employees, agents, and designees may
park vehicles in designated parking areas.

17.3. Right to Make Improvements, Re-
plat

During the Development and Sale Period,
the Founder and its employees, agents, and
designees shall have a right of access and use
and an easement over and upon all of the
Common Area for the purpose of making,
constructing, and installing such improve-
ments to the Common Area as it deems ap-
propriate; exercising any rights reserved to
the Founder under the Subdivision Docu-
ments; and making repairs or correcting any
condition on the Common Area or any Lot.

In addition, during the Development and
Sale Period, the Founder may replat property
that it or any Founder Affiliate owns and con-
vert Lots it or a Founder Affiliate owns into
Common Area.

17.4. Right to Approve Changes in Sub-
division Standards

During the Development and Sale Period,
no amendment to or modification of any
Rules or Design Guidelines shall be effective
without prior notice to and the written ap-
proval of the Founder.

17.5. Additional Covenants and Re-
strictions

During the Development and Sale Period,
no one other than the Founder may record any
additional covenants or restrictions affecting
any portion of the Subdivision without the
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Founder's written consent. Any instrument
recorded without the required consent shall
be void and of no force and effect.

17.6. Exclusive Rights to Use Name of
Development

No Person shall use the name "Aria Isle at
East Shore," or any derivative of such names
or any logos or depictions associated with
Aria Isle at East Shore in any printed or pro-
motional material without the Founder's prior
written consent. However, Owners may use
the name "Aria Isle at East Shore" where such
terms are used solely to specify that particular
property is located within the Subdivision,
and the Association shall be entitled to use
the words "Aria Isle at East Shore" in its
name.

17.7. Right to Notice of Design or Con-
struction Claims

No Person shall retain an expert for the
purpose of inspecting the design or construc-
tion of any structures or improvements within
the Subdivision in connection with or in an-
ticipation of any potential or pending claim,
demand, or litigation involving such design
or construction unless the Founder and any
builder involved in the design or construction
have been first notified in writing and given
an opportunity to meet with the owner of the
property to discuss the owner's concerns and
conduct their own inspection. This section
shall not create any responsibility on the part
of the Founder or any Founder Affiliate for
any improvements constructed by or on be-
half the Founder, a Founder Affiliate, a
Builder, or an Owner.

17.8. Right to Transfer or Assign the
Founder's Rights

Any or all of the Founder's special rights
and obligations set forth in this Charter or the
By-Laws may be transferred in whole or in
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part to other Persons. However, such a
transfer shall not reduce an obligation or en-
large a right beyond that which the Founder
has under this Charter or the By-Laws. No
such transfer or assignment shall be effective
unless it is in a recorded instrument the
Founder signs. The foregoing sentence
shall not preclude the Founder from permit-
ting other Persons to exercise, on a one-time
or limited basis, any right reserved to the
Founder in this Charter where the Founder
does not intend to transfer such right in its en-
tirety. In such case, it shall not be necessary
to record any written assignment unless nec-
essary to evidence the Founder's consent to
such exercise.

17.9. Termination of Rights

If the term of any rights contained in this
Chapter is not specified, such right shall ter-
minate upon the earlier of (a) termination of
the Development and Sale Period; or (b) the
Founder's recording of a written statement
that all sales activity has ceased.

The very essence of leadership is that
you have to have a vision.
Theodore Hesburgh




PART S1X: PROCEDURES FOR AND LIMITATIONS ON CERTAIN ACTIONS

There are many ways of going forward, but only one way of standing still.
Franklin D. Roosevelt
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Chapter 18

Changes in the Common Area

Various influences and circumstances
within and outside the Subdivision may give
rise to a need or desire to make changes in
the ownership of, or rights to use, Common
Area. This chapter explains the procedures
for dealing with matters such as changing use
rights in Common Area or Limited Common
Area, partition of the Common Area, and
condemnation.

18.1. Assignment and Reassignment of
Limited Common Area

The Association may designate a portion
of the Common Area as Limited Common
Area, upon approval of the Board and the
vote of Owner Members representing a ma-
jority of the total votes in the Association, in-
cluding a majority of the votes attributable to
Lots to which the Limited Common Area is
proposed to be assigned. In addition, the
Association may reassign Limited Common
Area, upon approval of the Board and the
vote of Owner Members representing a ma-
jority of the votes attributable to Lots to
which the Limited Common Area is assigned
and of Owner Members representing a major-
ity of the votes attributable to Lots to which
the Limited Common Area is proposed to be
reassigned. During the Development and
Sale Period, any such assignment or reassign-
ment shall also require the Founder's written
consent.

Upon approval of a majority of Owners of
Lots to which any Limited Common Area is
assigned, the Association may permit Own-
ers of other Lots to use all or a portion of such
Limited Common Area upon payment of rea-
sonable user fees to the Association.
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18.2. Condemnation

%} A governmental entity such as a town,
county, or state has the power to condemn
property for its own uses but generally has to
pay the value of the property to do so.

If any part of the Common Area is taken
by any authority having the power of con-
demnation or eminent domain, or conveyed
by the Association in lieu of and under threat
of condemnation with such approval as may
be required under Section 18.4, each Owner
shall be entitled to written notice of such tak-
ing or conveyance prior to disbursement of
any condemnation award or proceeds from
such conveyance. Such award or proceeds
shall be payable to the Association to be dis-
bursed as follows:

If the taking or conveyance involves a por-
tion of the Common Area on which improve-
ments have been constructed, the Association
shall restore or replace such improvements
on the remaining land included in the Com-
mon Area to the extent available, unless
within 60 days after such taking the Founder,
during the Development and Sale Period,
and, thereafter, Owner Members representing
at least 75% of the total votes in the Associa-
tion shall otherwise agree. Any such con-
struction shall be in accordance with plans
approved by the Board. The provisions of
Section 9.4 regarding funds for restoring im-
provements shall apply.

If the taking or conveyance does not in-
volve any improvements on the Common
Area, if a decision is made not to repair or re-
store, or if net funds remain after any such
restoration or replacement is complete, then
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such award or net funds shall be treated in the
same manner as proceeds from the sale of
Common Area under Section 18.4.

18.3. Partition

ﬁ Partition is a legal action in which a
party requests to have a portion of one inter-
est in property split off so that the party can
possess that portion or interest separately
from other parties who have rights in the

property.

Except as permitted in this Charter, the
Common Area shall remain undivided, and
no Person shall bring any action to partition
any portion of the Common Area without the
written consent of all Owners and Mortga-
gees. This section shall not prohibit the
Board from acquiring and disposing of tangi-
ble personal property or from acquiring and
disposing of real property that may or may
not be subject to this Charter, with such ap-
proval as may be required under Section 18.4.

18.4. Transfer or Dedication of Common
Area

Upon the request of the Founder during
the Development and Sale Period, the Asso-
ciation shall dedicate portions of the Com-
mon Area to Montgomery County, Texas, or
to any other local, state, or federal govern-
mental or quasi-governmental entity, shall
subject Common Area to a security interest,
and/or shall transfer or convey Common
Area. Thereafter, the Association may do
any of the above, with respect to Common
Area other than Limited Common Area, upon
the affirmative vote of Owner Members rep-
resenting at least 75% of the total votes in the
Association, and, with respect to Limited
Common Area, upon written approval of
Owners of at least 75% of the Lots to which
such Limited Common Area is assigned.
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The proceeds from the sale or mortgaging
of Common Area other than Limited Com-
mon Area shall be an asset of the Association
to be used as the Board determines. The
proceeds from the sale or mortgaging of Lim-
ited Common Area shall be disbursed in the
manner approved by the Owners of Lots to
which the Limited Common Area is assigned
at the time such sale or mortgage is author-
ized.

No conveyance or encumbrance of Com-
mon Area may deprive any Lot of rights of
access or support.

Anyone who has never made a mis-
take has never tried anything new.
Albert Einstein




Chapter 19

Termination and Amendment of Charter

As the Subdivision matures and grows, the
rules by which it is governed must be flexible
enough to adapt to changes that inevitably
will occur. This chapter sets out proce-
dures by which either the Founder or the
Owners as a group may amend this Charter
to address such changes.

19.1. Term and Termination

%} There is an old concept of law known
as the "Rule Against Perpetuities" that re-
stricts how long covenants can affect the title
to land. Many jurisdictions no longer ob-
serve such rule; however, where the rule ap-
plies, the term of the covenants cannot exceed
21 years after the death of a named person
who is living at the time the covenants are
recorded.

This Charter shall be effective for a mini-
mum of 21 years from the date it is recorded.
After 21 years, this Charter shall be extended
automatically for successive 10-year periods
unless at least 75% of then Owners sign a
document stating that the Charter is termi-
nated and that document is recorded within
the year before any extension. In such case,
this Charter shall terminate on the date spec-
ified in the termination document. Notwith-
standing the foregoing, the Founder's consent
shall be required for any termination during
the Development and Sale Period.

If any provision of this Charter would be
unlawful, void, or voidable by reason of any
rule restricting the period of time that cove-
nants can affect title to property, that provi-
sion shall expire 21 years after the death of
the last survivor of the now living descend-
ants of Elizabeth II, Queen of England.
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This section shall not permit termination
of any easement created in this Charter with-
out the consent of the holder of such ease-
ment.

19.2. Amendment

(a) Bythe Founder. In addition to spe-
cific amendment rights granted elsewhere in
this Charter, during the Founder Control Pe-
riod, the Founder may unilaterally amend this
Charter for any purpose.

Thereafter, the Founder may unilaterally
amend this Charter if such amendment is nec-
essary (1) to bring any provision into compli-
ance with any applicable governmental stat-
ute, rule, regulation, or judicial determina-
tion; (ii) to enable any reputable title insur-
ance company to issue title insurance cover-
age on the Lots; (iii) to enable any institu-
tional or governmental lender, purchaser, in-
surer, or guarantor of mortgage loans, includ-
ing, for example, the Federal National Mort-
gage Association or Federal Home Loan
Mortgage Corporation, to make, purchase,
insure, or guarantee mortgage loans on the
Lots; or (iv) to satisfy the requirements of
any local, state, or federal governmental
agency. However, any amendment under
this paragraph shall not adversely affect the
title to any Lot unless the Owner shall con-
sent in writing.

In addition, during the Development and
Sale Period, the Founder may unilaterally
amend this Charter for any other purpose,
provided the amendment has no material ad-
verse effect upon the rights of more than 2%
of the Owners.
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(b) By Owners. Except as otherwise
specifically provided above and elsewhere in
this Charter, this Charter may be amended
only by the affirmative vote or written con-
sent, or any combination thereof, of Owner
Members representing 67% of the total votes
in the Association. In addition, during the
Development and Sale Period, any such
amendment shall also require the Founder's
written consent.

Notwithstanding the above, the percent-
age of votes necessary to amend a specific
clause shall not be less than the prescribed
percentage of affirmative votes required for
action to be taken under that clause.

(¢) Validity and Effective Date. No
amendment may remove, revoke, or modify
any right or privilege of the Founder or the
Founder Membership without the written
consent of the Founder (or the assignee of
such right or privilege).

If an Owner consents to any amendment
to this Charter or the By-Laws, it will be con-
clusively presumed that such Owner has the
authority to consent, and no contrary provi-
sion in any Mortgage or contract between the
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Owner and a third party will affect the valid-
ity of such amendment.

Any amendment shall become effective
upon recording unless a later effective date is
specified in the amendment. Any proce-
dural challenge to an amendment must be
made within six months of its recordation, or
such amendment shall be presumed to have
been validly adopted. In no event shall a
change of conditions or circumstances oper-
ate to amend any provisions of this Charter.

(d) Exhibits. Exhibits "A" and "B" are
incorporated by this reference, and this chap-
ter shall govern amendment of those exhibits.
Exhibit "B" is incorporated by this reference
and may be amended pursuant to this section
or Chapter 7.  All other exhibits are attached
for informational purposes and may be
amended as provided in those exhibits or in
the provisions of this Charter that refer to
such exhibits.

Don't ever take a fence down until you
know why it was put up.
Robert Frost
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EXHIBIT "A"

Property Initially Submitted

Being all of the approximately 23.22 acres of land, more or less, out of the John Taylor Survey,
Abstract Number 547, Montgomery County, Texas, more particularly set out in "The Wood-
lands Village of Grogans Mill Lake Woodlands East Shore Sec 16 Replat No 1" (the "Plat"), a
subdivision in The Woodlands, Montgomery County, Texas, according to the map or plat
thereof recorded in Cabinet 00Z, Sheets 8621-8623 as Document # 2022067239 in the Map
Records of Montgomery County, Texas ("Subdivision").

Exhibit "A" - Page 1 of 1



EXHIBIT "B"

Initial Rules

The purpose of Rules is not to anticipate all acceptable or unacceptable behavior in advance
and eliminate all improvements or activities that fall outside of "the norm." In fact, it is expressly
intended that the Reviewer under Chapter 5, and the Board, as appropriate, have discretion to ap-
prove or disapprove items, or to enforce or not enforce technical violations of the Subdivision
Documents, based upon aesthetic or other considerations consistent with the established guide-
lines. As such, while something may be approved or permitted for one Lot under one set of
circumstances, the same thing may be disapproved for another Lot under a different set of circum-
stances. The exercise of discretion in approving or enforcement shall not be construed as a
waiver of approval or enforcement rights, nor shall it preclude the Board from taking enforcement
action in any appropriate circumstances.

The following shall apply to all of the Subdivision until such time as they are modified pursuant
to the Charter.

1. Restricted Activities and Conditions. Unless expressly authorized by, and then subject
to such conditions as may be imposed by, the Board, the following activities are prohibited within
the Subdivision:

(a) Parking any vehicle on any public or private street or thoroughfare in violation of
Board imposed parking regulations, which may include restrictions or prohibitions on parking in
designated areas;

(b) Raising, breeding, or keeping animals except that a reasonable number of dogs, cats,
or other usual and common household pets may be permitted ina Lot. However, those pets which
are permitted to roam free, or, in the Board's sole discretion, make objectionable noise, endanger
the health or safety of, or constitute a nuisance or inconvenience to the occupants of other Lots
shall be removed upon the Board's request. If the pet owner fails to honor such request, the Board
may remove the pet. Dogs shall be kept on a leash or otherwise confined in a manner acceptable
to the Board whenever outside the dwelling. Pets shall be registered, licensed, and inoculated as
required by law;

(c) Any activity that emits foul or obnoxious odors outside the Lot or creates noise or
other conditions that tend to disturb the peace or threaten the safety of the occupants of other Lots;

(d) Any activity that violates local, state, or federal laws or regulations; however, the
Board shall have no obligation to take enforcement action in the event of a violation;

(e) Pursuit of hobbies or other activities that tend to cause an unclean, unhealthy, or untidy
condition to exist outside of enclosed structures on the Lot;

() Any noxious or offensive activity which in the reasonable determination of the Board
tends to cause embarrassment, discomfort, annoyance, or nuisance to persons using the Common
Area or to the occupants of other Lots;
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(g) Outside burning of trash, leaves, debris, or other materials, except during the normal
course of constructing a dwelling on a Lot;

(h) Use or discharge of any radio, loudspeaker, horn, whistle, bell, or other sound device
so as to be audible to occupants of other Lots, except alarm devices used exclusively for security
purposes;

(1) Use and discharge of firecrackers and other fireworks;

(J) Accumulation of rubbish, trash, or garbage except between regular garbage pick ups,
and then only in approved containers;

(k) Discharge of firearms; provided, the Board shall have no obligation to take action to
prevent or stop such discharge;

(I) On-site storage of fuel, except that a reasonable amount of fuel may be stored on each
Lot for emergency purposes and operation of lawn mowers and similar tools or equipment, and
the Association shall be permitted to store fuel for operation of maintenance vehicles, generators,
and similar equipment. This provision shall not apply to any underground fuel tank authorized
pursuant to Chapter 5, or any oil or gas wells that exist within the Subdivision;

(m) Any activities which materially disturb or destroy the vegetation, wildlife, wetlands,
or air quality within the Subdivision or which use excessive amounts of water or which result in
unreasonable levels of sound or light pollution;

(n) Conversion of any carport or garage to finished space for use as an apartment or other
integral part of the living area on any Lot without prior approval pursuant to Chapter 5;

(o) Any modification of any thing, permanently or temporarily, on the outside portions
of the Lot, whether such portion is improved or unimproved, except in strict compliance with the
provisions of Chapter 5 of the Charter. This shall include, without limitation, signs, basketball
hoops, and swing sets and similar sports and play equipment; clotheslines; garbage cans; wood-
piles; above-ground swimming pools; docks, piers, and similar structures; hedges, walls, dog runs,
animal pens, or fences of any kind; and satellite dishes and antennas, except that:

(1) an antenna designed to receive direct broadcast satellite services, including di-
rect-to-home satellite services, that is one meter or less in diameter; or

(i1)) an antenna designed to receive video programming services via multipoint dis-
tribution services, including multi-channel multipoint distribution services, instructional television
fixed services, and local multipoint distribution services, that is one meter or less in diameter or
diagonal measurement; or

(ii1) an antenna that is designed to receive television broadcast signals;

(collectively, "Permitted Antennas") shall be permitted on Lots, subject to such reasonable re-
quirements as to location and screening as may be set forth in the Design Guidelines, consistent
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with applicable law, in order to minimize obtrusiveness as viewed from streets and adjacent prop-
erty. The Founder and/or the Association shall have the right, without obligation, to erect an
aerial, satellite dish, or other apparatus for a master antenna, cable, or other communication system
for the benefit of all or a portion of the Subdivision, should any master system or systems be
utilized by the Association and require such exterior apparatus;

(p) Any obstructing, altering, or rechanneling drainage flows after location and installa-
tion of drainage swales, storm sewers, or storm drains; provided, the Founder and the Association
shall have such right so long as the exercise of such does not materially diminish the value of or
unreasonably interfere with the use of any Lot without the Owner's consent.

2. Prohibited Activities and Conditions. The following shall be prohibited within the
Subdivision:

(a) Plants, animals, devices, or other things of any sort whose activities or existence in
any way is noxious, dangerous, unsightly, unpleasant, or of a nature as may diminish or destroy
the enjoyment of the Subdivision;

(b) Structures, equipment, or other items on the exterior portions of a Lot which have
become rusty, dilapidated, or otherwise fallen into disrepair;

(¢) Window air conditioning units in any dwelling or other structure on a Lot;

(d) Parking of commercial vehicles or equipment (as may be further defined by the Board
in its reasonable discretion), mobile homes, recreational vehicles, golf carts, boats and other wa-
tercraft, trailers, stored vehicles, or inoperable vehicles in places other than enclosed garages; pro-
vided, construction, service and delivery vehicles shall be exempt from this provision during nor-
mal business hours for such period of time as is reasonably necessary to provide service or to make
a delivery to a Lot or the Common Area;

(e) Parking of any vehicle on any portion of the Common Area, other than a designated
parking space; and

(f) Parking of any vehicle on or within an alley (i.e., a private drive designed to serve as
an access way for particular Lots) or which is blocking entry to or exit from any alley.
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EXHIBIT "B-1"

Special Conditions Pursuant to Permit

1. Conditions of the Permit apply to land within 330 feet of each nest, and to any like area
around any future eagle nests that may be established on or adjacent to the Subdivision bounded
by the roads known as Woodlands Parkway, Grogan's Mill Road, Research Forest Drive, and East
Panther Creek Drive.

2. Clearing within 330 feet of an active nest tree is to be confined to the non-nesting period
(June 1-October 1). This restriction applies to all types of clearing in previously undeveloped
areas, including roads and streets, utility easements, and building sites.

3. Building within 330 feet of an active nest tree must start after June 1 and prior to October
1, but once started, may continue unabated to completion.

4. No clearing or building can occur within a two to three acre "Nest Protection Zone" around
each active nest tree. Nest Protection Zones will be determined by mutual agreement of the
USFWS and the Lot Owner and shall be evidenced by an appropriate map or maps kept on file by
both parties. Until a nest is determined to be abandoned, in accordance with the process de-
scribed below, its Nest Protection Zone will remain in its natural state.

5. Abandonment of the nest tree will be deemed to occur upon three years of continuous non-
use of the tree for nesting purposes. The USFWS will verify the abandonment status of a nest
tree. At such time as the USFWS verifies abandonment of a nest tree, development within 330
feet of the nest tree and within the former Nest Protection Zone may proceed without further re-
striction or condition under the Permit.

6. A 30-foot wide forest buffer along both sides of Lake Front Circle Drive is to be main-
tained.

7. Within a zone extending 750 feet from "Nest 1," a 70-foot wide shoreline forest preserve
shall be maintained on both the mainland and on the Subdivision. A minimum of 60% of trees >
16" diameter at breast height ("dbh") shall remain within this forest preserve. A pedestrian path-
way may be located in this area, close to the lakeshore bulkhead, along a winding course that
minimizes impacts to large trees.

8. Clearing will be minimized to the greatest extent practicable. Areas outside of the in-
tended development that are disturbed during construction, but are not occupied by impervious
surfaces, will be replanted with native grasses, herbs, trees and shrubs.

9. Upon locating a dead, injured or sick bald eagle, or any other endangered or threatened
species, the Lot Owner is required to contact the USFWS' Law Enforcement Office in Houston,
Texas at (281) 442-4066 for care and disposition instructions. Extreme care should be taken in
handling sick or injured individuals to ensure effective and proper treatment. Care should also
be taken in handling dead specimens to preserve biological materials in the best possible state for
analysis of cause of death. In conjunction with the care of sick or injured endangered/threatened
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species, or preservation of biological materials from a dead specimen, the Lot Owner and his/her
contractor/subcontractor/successors or assigns have the responsibility to ensure that evidence in-
trinsic to the specimen is not unnecessarily disturbed.

10. The terms and conditions of the Permit after a Lot Owner has completed construction of
the Improvements on the Lot do not limit, restrict or impair the Owner's normal and customary use
of the Lot, including occupation, maintenance, repair, renovation, additions, and enjoyment of the
Lot, and including, without limitation (as long as any normal and customary use is conducted
within the confines of the boundaries of the Lot), landscaping, gardening, fencing, construction,
outdoor recreation, or other such customary activities.
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EXHIBIT "C"

Certificate of Formation of
Aria Isle at East Shore Homeowners Association, Inc.




John B. Scott
Secretary of State

Corporations Section
P.O.Box 13697
Austin, Texas 78711-3697

Office of the Secretary of State

CERTIFICATE OF FILING
OF

Aria Isle at East Shore Homeowners Association, Inc.
File Number: 804545649

The undersigned, as Secretary of State of Texas, hereby certifies that a Certificate of Formation for the
above named Domestic Nonprofit Corporation has been received in this office and has been found to
conform to the applicable provisions of law.

ACCORDINGLY, the undersigned, as Secretary of State, and by virtue of the authority vested in the
secretary by law, hereby issues this certificate evidencing filing effective on the date shown below.
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CERTIFICATE OF FORMATION
OF

ARIA ISLE AT EAST SHORE HOMEOWNERS ASSOCIATION, INC.

[, the undersigned, being of the age of eighteen years or more, acting as organizer of a
corporation under the Texas Nonprofit Corporation Law, do hereby adopt the following Certificate
of Formation for such corporation.

Article 1. Name. The name of the corporation is Aria Isle at East Shore Homeowners
Association, Inc. {the "Association").

Article 2. Initial Mailing Address. The initial mailing address of the Association is
9950 Woodloch Forest Drive, Suite 1100, The Woodlands, Texas 77380.

Article 3. Duration. The Association shall have perpetual duration.

Article 4. Applicable Statute. The corporation is organized pursuant to the provisions
of the Texas Nonprofit Corporation Law, as set forth in Chapters 20 and 22, and the provisions of
Title 1 applicable to nonprofit corporations, of the Texas Business Organizations Code, as it may be
amended (the "Act").

Article 5. Defined Terms. Capitalized terms used in this Certificate of Formation and
not otherwise defined in this Certificate shall have the meanings set forth in the Charter for Aria
Isle at East Shore, recorded or to be recorded by The Woodlands Land Development Company,
L.P., a Texas limited partnership ("Founder"), in the Real Property Records of Montgomery County,
Texas (as may be amended and supplemented from time to time, the "Charter").

Atrticle 6. Purposes and Powers. The Association does not contemplate pecuniary gain
or profit, direct or indirect, to its Members.

(a) By way of explanation and not limitation, the purposes for which the Association is
formed are:

i) to be and constitute the Association to which reference is made in the
Charter, to perform all obligations and duties of the Association, and to exercise all rights and
powers of the Association, as specified therein, in the ByLaws of the Aria Isle at East Shore
Homeowners Association, Inc. ("By-Laws"), and as provided by law; and

(i) to provide an entity for the furtherance of the interests of the owners of that
real property that is subject to the terms of the Charter (the "Subdivision").



(b) In furtherance of its purposes, the Association shall have the following powers,
which, unless indicated otherwise by the Charter or By-Laws, may be exercised by its board of
directors:

(i) all of the powers conferred upon nonprofit corporations by common law and
the statutes of the State of Texas in effect from time to time; and

(ii) all of the powers necessary or desirable to perform the obligations and duties
and to exercise the rights and powers set out in this Certificate of Formation, the By-Laws, or the
Charter, including, without limitation, the following:

(1) to fix and to collect assessments and other charges to be levied
pursuant to the Charter;

(2) to manage, control, operate, maintain, repair, and improve property
subject to the Charter or any other property as to which the Association has a right or duty to provide
such services pursuant to the Charter, By-Laws, or any covenant, easement, contract, or other legal
instrument;

(3) to enforce covenants, conditions, or restrictions affecting any
property to the extent the Association may be authorized to do so under the Charter, By-Laws, or
other recorded covenant;

4) to engage in activities which will actively foster, promote, and advance
the common interests of all owners of property subject to the Charter;

(5) to buy or otherwise acquire, sell or otherwise dispose of, mortgage or
otherwise encumber, exchange, lease, hold, use, operate, and otherwise deal in and with real,
personal, and mixed property of all kinds and any right or interest therein for any purpose of the
Association;

(6) to borrow money for any purpose subject to such limitations as may
be imposed in the Charter or the By-Laws;

(7 to enter into, make, perform, or enforce contracts of every kind and
description, and to do all other acts necessary, appropriate, or advisable in carrying out any purpose
of the Association, with or in association with any other association, corporation, or other entity or
agency, public or private;

(8) to act as agent, trustee, or other representative of other corporations,
firms, or individuals, and as such to advance the business or ownership interests of such
corporations, firms, or individuals;



9) to adopt, alter, and amend or repeal such By-Laws as may be necessary
or desirable for the proper management of the affairs of the Association; provided, such By-Laws
may not be inconsistent with or contrary to any provisions of the Charter; and

(10)  to provide any and all services to the Subdivision and adjacent
properties as the Association's board of directors ("Board") may determine to be necessary or
desirable to supplement the services provided by local government.

(©) The foregoing enumeration of powers shall not limit or restrict in any manner the
exercise of other and further rights and powers which may now or hereafter be allowed or permitted
by law; and the powers specified in each of the paragraphs of this Article 6 are independent powers,
not to be restricted by reference to or inference from the terms of any other paragraph or provisions
of this Article 6. None of the objects or purposes set out above shall be construed to authorize the
Association to do any act in violation of the Act, and all such objects or purposes are subject to the

Act.

Article 7. Membership. The Association shall be a membership corporation without
certificates or shares of stock. The Founder, for such period as is specified in the Charter, and each
Person who is the Owner of a Lot within the Subdivision, including any Builder (as such capitalized
terms are defined in the Charter), shall be a member of the Association and shall be entitled to such
voting rights and membership privileges as are set forth in the Charter and the By-Laws.

Article 8. Board of Directors. The business and affairs of the Association shall be
conducted, managed, and controlled by the Board. The Board may delegate its operating authority
to such corporations, individuals, and committees as it, in its discretion, may determine.

The Board shall consist of not less than three nor more than five directors, as determined in
accordance with the Charter and the By-Laws. The initial Board shall consist of three directors. The
names and addresses of the members of the initial Board, who shall hold office until their successors
are elected and have qualified, or until their resignation or removal, are as follows:

Kelly Dietrich 9950 Woodloch Forest Drive, Suite 1100, The Woodlands, Texas 77380
Brandi Coatsworth 9950 Woodloch Forest Drive, Suite 1100, The Woodlands, Texas 77380

Savhanna Bayona 9950 Woodloch Forest Drive, Suite 1100, The Woodlands, Texas 77380

The number, the method of selection, removal, and filling of vacancies on the Board, and
the term of office of members of the Board, shall be as set forth in the By-Laws.

Article 9. Liability and Indemnification of Directors. The liability of directors to the
Association or its Members for monetary damages for breach of duty of care or other duty as a
director shall be eliminated or limited to the fullest extent allowed under the Texas Nonprofit




Corporation Law. Such limitation of liability shall not limit the personal liability of a director of
the Association:

(a) for any acts or omissions not in good faith or which involve intentional misconduct
or knowing violations of the law; or

(b) for any transaction from which the director received an improper personal benetfit.

Any repeal or modification of this Article 8 by the members of the Association shall not
adversely affect any right or protection of a director or the Association existing at the time of such
repeal or modification.

To the extent consistent with the Texas Nonprofit Corporation Law, as it exists on the date
hereof or as it may hereafter be amended, the Association shall indemnify its officers and directors
as required by the Charter and By-Laws.

Article 10.  Dissolution. The Association may be dissolved only upon a resolution duly
adopted by the Board and approved by not less than 67% of the votes that Owner Members (as
defined in the Charter) present in person or by proxy are entitled to cast at the meeting at which the
issue of dissolution is submitted for a vote. Dissolution also shall require the consent of Founder
during the Development and Sale Period (as defined in the Charter). The Association is authorized,
upon its winding up, to distribute its assets in a manner other than as provided by Section 22.304
of the Texas Business Organizations Code, in accordance with a plan of distribution adopted
pursuant to Chapter 22 of the Texas Business Organizations Code, which plan may but shall not
require distribution of the remaining property of the Association for tax-exempt purposes to an
organization exempt under Section 501(c)(3), Internal Revenue Code, or described by Section

170(c)(1) or (2), Internal Revenue Code.

Article 11.  Merger and Consolidation. The Association may merge or consolidate only
upon a resolution duly adopted by the Board and approved by not less than 67% of the votes that
Owner Members present in person or by proxy are entitled to cast at the meeting at which the issue

of merger or consolidation is submitted for a vote. Merger or consolidation also shall require the
consent of Founder during the Development and Sale Period.

Article 12. Amendments. This Certificate of Formation may be amended only upon a
resolution duly adopted by the Board and approved by not less than 67% of the votes that Owner
Members present in person or by proxy are entitled to cast at the meeting at which such amendment
is submitted for a vote; provided, to the extent permitted under Texas law, members shall not be
entitled to vote on any amendment to this Certificate of Formation adopted for the sole purpose of
complying with the requirements of any governmental or quasi-governmental entity or institutional
lender authorized to fund, insure or guarantee mortgages on individual Lots, which amendments
may be adopted by the Board. Any amendment to this Certificate of Formation also shall require
the consent of Founder during the Development and Sale Period.



Article 13.  Registered Agent and Office. The initial registered office of the Association
is 9950 Woodloch Forest Drive, Suite 1100, The Woodlands, Texas 77380, and the initial registered

agent at such address is Heath Melton.

Article 14.  Effective Date. This Certificate of Formation shall become effective when
filed by the Secretary of State for the State of Texas.

Article 15.  Organizer. The name and address of the organizer are as follows:

Federico A, Boyd

Hyatt & Stubblefield, P.C.

1979 Lakeside Parkway, Suite 250
Atlanta, Georgia 30084

IN WITNESS WHEREOF, the undersigned organizer has executed this Certificate of
Formation subject to the penalties imposed by law for the submission of a materially false or
fraudulent instrument. . P

. IR
A Lty ~

Federico A, Boyd, Organizer

Hyatt & Stubblefield, P.C.
1979 Lakeside Parkway
Suite 250

Atlanta, Georgia 30084
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BY-LAWS
OF
ARIA ISLE AT EAST SHORE HOMEOWNERS ASSOCIATION, INC.

Article 1
Name, Principal Office, and Definitions

1.1. Name.

The name of the corporation is Aria Isle at East Shore Homeowners Association, Inc. (the "Associa-
tion").

1.2. Principal Office.

The Association's principal office shall be located in Montgomery County, Texas. The Association may
have such other offices as the Board may determine or as the Association's affairs require.

1.3. Definitions.

The words used in these By-Laws shall be given their normal, commonly understood definitions. ~ Cap-
italized terms shall have the meaning ascribed to them in the Charter for Aria Isle at East Shore recorded by
The Woodlands Land Development Company, L.P.
Official Public Records of Real Property of Montgomery County, Texas, as it may be amended (the "Char-

a Texas limited partnership (the "Founder"), in the

3

ter"). The term "majority," as used in these By-Laws, means those votes, Owners, or other group, as

the context may indicate, totaling more than 50% of the total eligible number.

Article 2
Membership: Meetings, Quorum, Voting, Proxies

2.1. Membership.

The Association shall have two classes of membership, Owner Membership and Founder Membership,
as more fully set forth in the Charter. Each Owner of a Lot automatically becomes a member of the Asso-
ciation ("Member") upon accepting title to a Lot.  Provisions of the Charter pertaining to membership are
incorporated by this reference.

2.2, Place of Meetings.

The Association shall hold meetings at the Association's principal office or at such other suitable place the
Board may designate.

2.3. Association Meetings.

(a) General. Association meetings shall be of the Members unless the Board otherwise specifies or
Texas law otherwise requires. The first Association meeting, whether an annual or special meeting, shall
be held within one year after the Association's incorporation.



(b) Annual Meetings. The Board shall schedule regular annual meetings to occur within 90 days be-
fore or after the close of the Association's fiscal year, on such date and at such time and place as the Board
shall determine.

(c) Special Meetings. The President may call special meetings. In addition, the President or the
Secretary shall call a special meeting if so directed: (i) by Board resolution, (ii) upon the request of the
Founder during the Development and Sale Period, or (iii) within 30 days of a written petition of Owner
Members representing at least 10% of the total votes in the Association stating the purpose for which they
request a meeting to be called.

2.4, Notice of Meetings.

(a) At least 10 but not more than 60 days before any meeting of the membership, the President, the
Secretary, or the officers or other persons calling the meeting shall deliver or cause to be delivered to each
Member a written notice stating the place, day, and hour of the meeting and the items on the agenda for such
meeting, including the general nature of any proposed amendment to the Charter or By-Laws, any proposed
budget changes, any proposal to remove a director, and any other matter required by Tex. Business Organiza-
tions Code §§ 22.253 and 22.303, as same may be amended or any successor Texas statute thereof.  If proxies
are permitted, the notice shall also state the procedures for appointing proxies.  If the meeting is to be held
solely by electronic communications or if participation in the meeting is permitted by electronic communi-
cations, as described in Section 2.5 below, the notice shall state the form of communications system to be
used for the meeting and the means of accessing the communications system.  No business shall be transacted
at a special meeting except as stated in the notice. ~ Such notice shall be delivered by such means as permitted
under Section 9.5 except as otherwise specified in the Charter, these By-Laws, or by Texas law.

(b) The Board shall set a record date for determining who is entitled to receive notice of a meeting,
which shall not be earlier than the 60th day before the meeting date, and shall prepare an alphabetical list of
the names of all Persons entitled to vote, indicating (i) the address of each Person, and (ii) the number of
votes each Person is entitled to cast at the meeting. Not later than the second business day after the date
notice of the meeting is given, and continuing through the meeting, the list shall be made available at the
Association's principal office or at a reasonable place in the municipality in which the meeting will be held, as
identified in the notice of the meeting, for inspection and copying by Members entitled to vote at the meeting,
or their agents, for the purpose of communication with other Members concerning the meeting.  The As-
sociation shall also make the list available at the meeting for inspection at any time during the meeting or any
adjournment of the meeting.

2.5. Electronic Participation in Meetings.

The Association may allow Members to participate in any Association meeting by conference telephone
or similar communications equipment or another suitable electronic communications system, including vid-
eoconferencing technology or the Internet, if the telephone or other equipment or system permits each per-
son participating in the meeting to communicate with all other persons participating in the meeting. If
voting is to take place at the meeting, the Association must implement measures to verify that every Member
voting at the meeting by means of remote communication is sufficiently identified.



2.6. Waiver of Notice.

Waiver of notice of an Association meeting shall be deemed the equivalent of proper notice. ~ Any Mem-
ber may waive, in writing, notice of any Association meeting, either before or after such meeting. A Mem-
ber's attendance at a meeting shall be deemed a waiver by such Member of notice of the time, date, and place
thereof.  Attendance at a special meeting also shall be deemed a waiver of notice of all business transacted
at such meeting.

2.7. Voting.

(a) Voting Rights. Members shall have such voting rights as are set forth in the Charter, which pro-
visions are specifically incorporated by this reference. Members entitled to vote shall be entitled personally
to cast the votes attributable to their respective Lots on any issue.

(b) Voting Procedures. Not later than the tenth (10") day or earlier than the sixtieth (60®) day before
the date of any election or vote, the Association shall give written notice of the election or vote to each Owner
entitled to vote.

A membership vote on any matter shall be conducted by written ballot signed by the Member entitled to
vote, which ballot may be cast in person at a meeting, by mail or electronic transmission (including facsimile
transmission, electronic mail, or posting on an Internet website), or by any combination of those methods;
provided, any ballot submitted by electronically must be submitted in a manner that permits confirmation of
the identity of the Member casting the vote and allows the Member to receive a receipt evidencing the trans-
mission and receipt of the ballot. A ballot cast at a meeting shall revoke and supersede any ballot casting
the same vote submitted by other means. A ballot cast prior to a meeting may not be counted if the motion
was amended at the meeting so as to deviate from the exact language on the ballot previously cast.

A ballot to be submitted by mail or electronic transmission (an "Absentee Ballot") shall:

) describe each proposed action and providing an opportunity to vote for or against each pro-
posed action; and

(i) include the following language or such other language as may be authorized in lieu of the
following language by future amendment of Tex. Prop. Code, Chapter 209, as it may be amended or any succes-
sor Texas statute thereof:

"By casting your vote via absentee ballot you will forgo the opportunity to consider and vote on any action
from the floor on these proposals, if a meeting is held. ~ This means that if there are amendments to these
proposals your votes will not be counted on the final vote on these measures. If you desire to retain this
ability, please attend any meeting in person.  You may submit an absentee ballot and later choose to attend
any meeting in person, in which case any in-person vote will prevail."

Any solicitation of votes to be cast by Absentee Ballot shall include instructions for delivery of the completed
ballot, including the delivery location.  If the Absentee Ballot is posted on an Internet website, a notice of
posting shall be sent to each Member entitled to vote on the matter with instructions for obtaining access to
the website and casting such ballot.



The person who tabulates votes on any matter shall not disclose to any other person how any particular
Member's votes were cast. No person who is a candidate for election or is the subject of any other Associ-
ation vote, nor any person related to such person within the third degree of consanguinity or affinity, as
determined under Texas Government Code Chapter 573, as it may be amended or any successor Texas statute
thereof, may tabulate ballots cast in any election or vote hereunder.  No person other than a person desig-
nated to tabulate the votes shall be given access to the ballots cast except as part of a recount process author-

ized by law.

Within 15 days after the date of any election, any Owner may demand a recount of the votes in accord-
ance with Tex. Prop. Code §209.0057, as it may be amended or any successor Texas statute thereof.

2.8. Proxies.

Owner Members may vote in person or by proxy, subject to the limitations of Texas law and subject to
any specific provision to the contrary in the Charter or these By-Laws.

Every proxy shall be in writing, shall identify the Lot for which it is given, shall be signed by the Owner
Member or the Owner Member's duly authorized attorney-in-fact, and shall be dated and filed with the As-
sociation's Secretary prior to the meeting for which it is to be effective.  Unless the proxy specifically pro-
vided otherwise, a proxy shall be presumed to cover all votes which the Owner Member giving such proxy
is entitled to cast, and in the event of any conflict between two or more proxies purporting to cover the same
voting rights, the later dated proxy shall prevail, or if dated as of the same date, both shall be deemed invalid.

A proxy is effective only for the specific meeting for which it was originally given, as such meeting law-
fully may be adjourned and reconvened, and automatically expires 90 days after the date of the meeting for
which it was originally given.  Every proxy is revocable at any time prior to such proxy being voted at the
pleasure of the Owner Member who executes the proxy by giving written notice of revocation to the Asso-
ciation's Secretary. A proxy shall automatically be revoked: (a) if the Member who executed the proxy
attends the meeting and votes in person; (b) upon conveyance of any Lot for which it was given; (c) 11 months
from the date of the proxy or such shorter period as specified in the proxy; or (d) upon the death or judicially-

declared incompetence of the Member who signed it.
29. Quorum.

Except as these By-Laws or the Charter otherwise provide, the presence of Owner Members representing
40% of the total votes in the Association shall constitute a quorum at an initial Association meeting ("Initial
Meeting") and the vote of Owner Members representing a majority of the total eligible votes cast shall
constitute the action of the Members. The Owner Members present at a duly called or held meeting at
which a quorum is present may continue to do business until adjournment, notwithstanding the withdrawal
of enough Owner Members to leave less than a quorum.  If the required quorum is not present or repre-
sented at the Initial Meeting, a subsequent meeting of the Owner Members ("Second Meeting") shall be
called and noticed as set forth in Section 2.4. The presence at the Second Meeting of Owner Members
entitled to cast, or of proxies entitled to cast, 30% of the total votes in the Association shall constitute a
quorum. If the required quorum is not present or represented at the Second Meeting, subsequent meetings
shall be automatically called and held every 15 minutes (written notice mailed to the Owner Members of
such subsequent meeting(s) after the Second Meeting shall not be required), and the required quorum at each
subsequent meeting(s) shall be one-half of the required quorum at the preceding meeting.



2.10. Conduct of Meetings.

The President or a Board-approved designee shall preside over all Association meetings.  The Secretary
shall ensure that minutes of the meetings are kept and that all resolutions adopted and all other transactions
occurring at such meetings are kept with the Association's books.

2.11.  Action Without a Meeting.

In accordance with the Certificate of Formation, any action that is required or that may be taken at a
meeting of the Members may be taken without a meeting if:

(a) the Association mails or delivers to every Person entitled to vote on the action:
) an Absentee Ballot meeting the requirements of Section 2.8(b), or

(i) notice of the posting of such a ballot on an Internet website, with instructions for obtaining
access to such website and casting the ballot; and

(b) the number of votes cast equals or exceeds the quorum required for a meeting to consider
such action; and

@) the number of votes cast in favor of the proposed action equals or exceeds the number of
votes required to approve such action if the vote were conducted at a meeting.

Voting instructions or solicitations for any vote conducted in a manner other than at a meeting must indicate
the deadline for casting the ballot in order to be counted.  The period for submitting ballots to the Associa-
tion shall not be more than 60 days.  Each ballot cast must be signed and dated by the Owner Member. A
signed ballot may not be revoked once submitted to the Association, except as provided in Section 2.8(b).
The Board shall notify the Members of the results of the vote within 30 days after the expiration of the voting
period.

Article 3
Board of Directors: Selection, Meetings, Powers

A. Composition and Selection.
3.1.  Governing Body; Qualifications.
The Board shall govern the Association's affairs.  Each director shall have one vote.

Each director shall be at least 21 years old and no less than a majority of the directors shall be an Owner
of a Lot or a member of the record Owner's family who occupies the Owner's Lot; provided, those directors
whom the Founder appoints need not be Owners or occupants of a Lot.  Notwithstanding the foregoing, in
the case of any Person who is eligible to serve on the Board who is not an individual, any officer, director,
partner, or trust officer of such Person shall be eligible to serve as a director; provided, no more than one
such representative of any Person, nor more than one occupant of a particular Lot, may serve on the Board
at any one time, except in the case of directors the Founder appoints.



3.2. Number of Directors.
The Board shall consist of three directors.
3.3. Selection of Directors; Term of Office.

(a) Initial Board. The initial Board shall consist of the three directors identified in the Certificate of
Formation, who shall serve until their successors are appointed or elected as provided in this section.

(b) Directors During the Founder Control Period. Except as otherwise provided in this section, the
Founder Member may appoint, remove, and replace Board members until termination of the Founder Con-
trol Period. During such period, the Owner Members shall be entitled to elect a minority of the total
number of directors (directors elected by the Owner Members are referred to as "Owner Directors") as
follows:  within 120 days after the earlier of: (A) the time that 75% of the maximum number of Lots antic-
ipated by the Founder for development and sale as a part of Aria Isle at East Shore are owned by Persons other
than the Founder, Affiliates of the Founder, or Builders, (B) the 10" anniversary of the date the Charter was
recorded in the Real Property Records of Montgomery County, Texas, or (C) whenever the Founder earlier
determines, the President shall call for an election by which the Owner Members, as a group, shall be entitled
to elect one of the three directors, who shall be elected at large.  The remaining directors shall be appointees
of the Founder.  The Owner Director shall be elected for a term of two years or until the happening of the
event described in Section 3.3(c)(i), whichever is shorter.  If such director's term expires prior to the hap-
pening of the event described in Section 3.3(c)(i) below, successors shall be elected for a like term.

(c¢) Directors After the Founder Control Period.

) Upon termination of the Founder Control Period, the President shall call for an election by
which the Owner Members shall be entitled to elect three directors.  The two directors receiving the great-
est number of votes in the election shall be elected to serve until the second annual meeting following their
election.  The other director shall be elected to serve until the first annual meeting following his or her
election. All three directors shall be Owner Directors.

(i) Upon expiration of the term of office of each Owner Director, the Members shall be entitled
to elect a successor to serve a term of two years. Owner Directors shall hold oftice until their respective
successors have been elected.  Notwithstanding anything to the contrary, no person may serve as an elected
Owner Director more than two consecutive terms (regardless of length) and thereafter may not be nominated
for or elected as an Owner Director until at least two years after their second elected term has expired;
provided, however, an Owner Director who has served two consecutive elected terms may be nominated
and elected for subsequent elected terms if no other eligible person is nominated for such Owner Director's
position.



The diagram below illustrates the concept of transition of control of the Board during and after the
Founder Control Period.

TRANSITION OF CONTROL OF BOARD OF DIRECTORS

Initial Board 75% of Lots Conveyed Termination of the Founder
Control Period
Founder Founder Owner Director
Founder Founder Owner Director
Founder Owner Director Owner Director

3.4. Nomination and Election Procedures.

(a) Nomination of Candidates. At least 90 days prior to any election of directors by the Owner
Members, the Board shall appoint a Nominating Committee consisting of a chairman, who shall be a Board
member, and three or more Owners or representatives of Owners.  The Nominating Committee shall serve
a term which expires immediately following the election for which the Nominating Committee was ap-
pointed.  The names of the Nominating Committee members shall be announced in the notice of each elec-

tion.

In preparation for each election, the Nominating Committee shall meet and make as many nominations
for election to the Board as it shall in its discretion determine, but in no event less than the number of positions
to be filled by the Owner Members at such election. In the Board's discretion, nominations may also be
permitted from the floor at the meeting at which any election is held.  All candidates shall have a reasonable
opportunity to communicate their qualifications to the Owner Members and to solicit votes from the Owner
Members.

(b) Solicitation of Candidates. Prior to disseminating ballots for the election of Owner Directors,
the Board shall provide notice to all Owners soliciting candidates interested in running for a director position
as required by and in accordance with Tex. Prop. Code §209.00593, as it may be amended or any successor
Texas statute thereof.

(c) Election Procedures. At each election, voting shall be by ballot, which may be cast in any manner
authorized by the Board consistent with Section 2.8.  Each Owner Member may cast the vote assigned to
his or her Lot for each position to be filled from any of the candidates. Notwithstanding this, if the number
of candidates equals the number of positions to be filled and there are no nominations from the floor, any
Owner Member may move to accept the slate of candidates nominated by the Nominating Committee, and,
if approved, no balloting shall be required.  Under no circumstances shall cumulative voting be permitted
in any election of directors.

In the event of a tie vote, the Owner Members shall be informed of the tie vote and given the opportunity
to discuss the candidates among themselves in an effort to resolve the tie before another vote is taken.  If
the second vote again results in a tie, then the existing Directors shall resolve the tie.  Such election to
resolve the tie shall be held by mail, with ballots to be sent by first class mail to each Owner Member entitled
to vote on such slate within 10 days after the meeting at which the original election was held.



3.5. Removal of Directors and Vacancies.

Any Owner Director may be removed, with or without cause, by the vote of Owner Members repre-
senting a majority of the total votes in the Association. ~ Any director whose removal is sought shall be given
notice prior to any meeting called for that purpose.  Upon removal of a director by the Owner Members,
the Owner Members, by the vote of Owner Members representing a majority of the total votes in the Asso-
ciation, shall elect a successor for the remainder of the term of such removed director.

Atany meeting at which a quorum is present, a majority of the directors may remove any Owner Director
who has three consecutive unexcused absences from Board meetings. The Board may appoint a successor
to fill the vacancy for the remainder of the term.

In the event of the death, disability, or resignation of an Owner Director, the Board may declare a vacancy
and appoint a successor to fill the vacancy until the next annual meeting, at which time the Owner Members
shall elect a successor for the remainder of the term.

Any director whom the Board appoints shall be selected from among eligible Owners or residents of Lots
within the Association.

This section shall not apply to directors the Founder appoints.  The Founder may appoint a successor to
fill any vacancy on the Board resulting from the death, disability, or resignation of a director appointed by the
Founder.

B. Meetings.
3.6. Organizational Meetings.

The Board shall hold an organizational meeting within 10 days following each annual Association meeting
at such time and place as the Board shall fix.

3.7. Regular Meetings.

The Board shall hold regular meetings at such time and place as a majority of the directors shall determine,
but the Board shall meet at least four times during each fiscal year with at least one meeting per quarter.

3.8. Special Meetings.
The President, Vice President, or any two directors may call a special meeting of the Board.
3.9. Notice; Waiver of Notice.

(a) Notices of Board meetings shall specify the time and place of the meeting.  Notice of any meeting
which is conducted or which may be attended by conference telephone or other remote communications
system in accordance with Section 3.10 shall specify the form of communications system to be used for the
meeting and the means of accessing the communications system. The Board shall notify each director of
meetings by: (i) personal delivery; (ii) first class mail, postage prepaid; (iii) telephone communication,
either directly to the director or to a person at the director's office or home who would reasonably be ex-
pected to communicate such notice promptly to the director; or (iv) facsimile, electronic mail, or other



electronic communication device, with confirmation of transmission.  All such notices shall be given at or
sent to the director's telephone number, fax number, electronic mail address, or sent to the director's address
as shown on the Association's records.  Notices sent by first class mail shall be deposited into a United States
mailbox at least five business days before the day of the meeting.  Notices sent by personal delivery, tele-
phone, or electronic communication shall be delivered at least 72 hours before the time set for the meeting.
No notice shall be required for regular meetings conducted in accordance with a published schedule, provided
notice of the schedule was delivered to each director in accordance with this subsection (a).

(b) Notice of all Board meetings, setting forth the date, hour, place, and general subject of the meeting,
including a general description of any matter to be brought up for deliberation in executive session, shall be
given as follows:

() by mail to each Owner, not later than the 10th day or earlier than the 60th day before the
date of the meeting; or

(i) at least 72 hours before the start of the meeting, sending the notice by e-mail to each Owner
who has registered an e-mail address with the Association and either:

(A) posting the notice in a conspicuous manner reasonably designed to provide notice to
the Members, either on the Common Area or on other property within the Subdivision, with the permission
of the owner of such property; or

(B) posting on any Internet website maintained by the Association or other Internet me-

dia.

(c) If the Board recesses a Board meeting until the following regular business day, the Board is not re-
quired to post notice of the continued meeting if the recess is taken in good faith and not to circumvent the
requirements of this Article III, Part B. If a Board meeting is continued to the following regular business
day, and on that following day the Board continues the meeting to another day, the Board shall give notice of
the continuation in at least one manner prescribed by subsection (b)(ii)(A) or (B) within two hours after
adjournment of the meeting being continued.

(d) Except as otherwise specifically provided in subsection (e), the Board may meet by any means of
communication, including electronic and telephonic communication pursuant to Section 3.10(b) without
prior notice to the Owners, or the Board may take action by unanimous written consent pursuant to Section
3.14, without prior notice to the Owners, to consider routine and administrative matters or a reasonably
unforeseen emergency or urgent necessity that requires immediate Board action.  Any action taken without
notice to Owners under subsection (b) must be summarized orally, including an explanation of any known
actual or estimated expenditures approved at the meeting, and documented in the minutes of the next Board
meeting.

(e) The Board may not, without prior notice to the Owners under subsection (b), consider or vote on
fines; damage assessments; initiation of foreclosure actions; initiation of enforcement actions (other than tem-
porary restraining orders or violations involving a threat to health or safety); increases in assessments; levying
of special assessments; appeals from a denial of architectural control approval; lending or borrowing money;
the adoption or amendment of a dedicatory instrument; the approval of an annual budget or the approval of
an amendment to the annual budget by more than 10%; the sale or purchase of real property; the filling of a



vacancy of the Board; the construction of capital improvements other than the repair, replacement, or en-
hancement of existing capital improvements; or the election of an officer. In addition, the Board may not
consider or vote on suspension of a right of a particular Owner before the Owner has an opportunity to attend
a Board meeting to present the Owner's position, including any defense, on the issue.

(f) Subsections (b) through (e) of this section shall not apply to a Board meeting during the Development
and Sale Period unless the meeting is conducted for the purpose of:

(i) adopting or amending the Governing Documents;

(i) increasing the amount of the Regular Assessment or adopting or increasing a Special Assess-
ment;

(iii) electing non-developer directors or establishing or modifying the process for their election;
or

(iv) changing the voting rights of Members.

Nothing in this subsection (f) shall authorize the Board to take action on any matter listed in clauses (i) through
(iv) in contravention of the approval that would otherwise be required under the Governing Documents or
Texas law.

(c) Transactions of any Board meeting, however called and noticed or wherever held, shall be as valid as
though taken at a meeting duly held after regular call and notice if (i) a quorum is present, and (ii) either
before or after the meeting each director not present signs a written waiver of notice, a consent to holding
the meeting, or an approval of the minutes. ~The waiver of notice or consent need not specify the purpose
of the meeting.  Notice of a meeting also shall be deemed given to any director who attends the meeting.

3.10. Telephonic Participation in Meetings.

(@) Except as otherwise authorized in this Section 3.10, all Board meetings shall be held within
Montgomery County or an adjacent county.

(b) Members of the Board or any committee the Board designates may participate in a Board or
committee meeting by conference telephone or similar communications equipment through which all persons
participating in the meeting may hear and be heard by every other Board member.  Participation in a meet-
ing pursuant to this section shall constitute presence at such meeting.

(©) A meeting of the Board, or of any committee designated by the Board, may be held by means
of a remote electronic communications system, including videoconferencing technology or the Internet, but
only if: (i) each person entitled to participate in the meeting consents to the meeting being held by means
of that system; and (ii) the system provides access to the meeting in a manner or using a method by which
each person participating in the meeting can communicate concurrently with each other participant.

3.11. Quorum of Board.

At all Board meetings, a majority of the directors shall constitute a quorum for the transaction of business,
and the votes of a majority of the directors present at a meeting at which a quorum is present shall constitute
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the Board's decision, unless Texas law, these By-Laws, or the Charter specifically provide otherwise. A
meeting at which a quorum is initially present may continue to transact business, notwithstanding the depar-
ture of directors, if at least a majority of the required quorum for that meeting approves any action taken.
If the Board cannot hold a meeting because a quorum is not present, a majority of the directors present may
adjourn the meeting to a time not less than 5 nor more than 30 days from the date of the original meeting
without further notice other than an announcement at the original meeting. At the reconvened meeting, if
a quorum is present the Board may transact, without further notice, any business it might have transacted at
the original meeting.

3.12. Conduct of Meetings.

The President or any designee the Board approves by resolution shall preside over all Board meetings.
The Secretary shall ensure that minutes of the meetings are kept and that all resolutions and all transactions
occurring at such meetings are included in the Association's records.

3.13. Open Meetings; Executive Session.

(a) Subject to the provisions of Section 3.13(b) and Section 3.14, all Board meetings shall be open to all
Members, but only directors may participate in any discussion or deliberation unless a director requests that
attendees be granted permission to speak.  In such case, the President may limit the time any such individual
may speak.  The Board shall make agendas for its meetings reasonably available for examination by all Mem-
bers or their representatives prior to the meeting.

(b) Notwithstanding the above, the President may adjourn any Board meeting and reconvene in execu-
tive session, and attendance at such meeting restricted to directors and such other persons as the Board may
specifically invite and announce during the open portion of the Board meeting, to discuss matters of a sensitive
nature, such as proposed, pending, or threatened litigation, or other matters specified by law.  Following
an executive session, any decision made must be summarized orally and placed in the minutes, in general
terms, without breaching the privacy of any Owners, violating any privilege, or disclosing information that
was to remain confidential at the request of the affected parties.  The oral summary must include a general
explanation of expenditures approved in executive session.

3.14. Action Without a Formal Meeting.

Subject to Section 3.9, any action to be taken or which may be taken at a Board meeting may be taken
without a meeting if the directors sign a written consent, setting forth the action so taken. Such consent
shall have the same force and effect as a unanimous vote.

C. Powers and Duties.
3.15. Powers.

The Board shall have the power to administer the Association's affairs, perform the Association's respon-
sibilities, and exercise the Association's rights as set forth in the Governing Documents and as provided by
law.  The Board may do or cause to be done on the Association's behalf all acts and things except those which
the Governing Documents or Texas law require to be done and exercised exclusively by the membership.
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3.16. Duties.
The Board’s duties shall include, without limitation:

(a) preparing and adopting, in accordance with the Charter, an annual budget establishing each Owner's
share of the Common Expenses;

(b) levying against and collecting assessments from the Owners;

(c) providing for the operation, care, upkeep, and maintenance of the Area of Common Responsibility
in a manner consistent with the Subdivision-Wide Standard;

(d) designating, hiring, and dismissing personnel necessary to carry out the Association's rights and re-
sponsibilities and where appropriate, providing for compensation of such personnel and for the purchase of
equipment, supplies, and materials to be used by such personnel in the performance of their duties;

(e) opening bank accounts on the Association's behalf and designating the signatories required;

(f) depositing all funds received on the Association's behalf in a bank depository which it shall approve
and using such funds to operate the Association; however, in the Board's business judgment any reserve funds
may be deposited in depositories other than banks;

(g) making or contracting for the making of repairs, additions, and improvements to or alterations of the
Common Area in accordance with the Governing Documents provided, if the Association proposes to con-
tract for services that will cost more than $50,000.00, it shall solicit bids or proposals for such services using
a bid process established by the Board as required by Texas Prop. Code §209.0052(c);

(h) enforcing by legal means the provisions of the Governing Documents and bringing any proceedings
which may be instituted on behalf of or against the Owners concerning the Association; however, the Asso-
ciation's obligation in this regard shall be conditioned in the manner provided in the Charter;

(i) obtaining and carrying property and liability insurance and fidelity bonds, as provided in the Charter,
paying the cost thereof, and filing and adjusting claims, as appropriate;

(j) paying the cost of all services rendered to the Association;
(k) keeping a detailed accounting of the Association's receipts and expenditures;

() making available upon request to any prospective purchaser of a Lot, any Owner, and the holders,
insurers, and guarantors of any Mortgage on any Lot, current copies of the Governing Documents and all
other books, records, and financial statements of the Association as provided in Article 7; and

(m) indemnifying a director, officer or committee member, or former director, ofticer or committee
member of the Association to the extent such indemnity is required by Texas law, the Certificate of For-
mation, or these By-Laws.
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3.17. Conflicts of Interest.

Unless otherwise approved by a majority of the other directors, no Owner Director may transact business
with the Association or any Association contractor during his or her term as director or within two years after
the term expires. A director shall promptly disclose in writing to the Board any actual or potential conflict
of interest affecting the director relative to his or her performance as a director. A director's failure to make
such disclosure shall be grounds for removal by a majority vote of the other Board members.

Notwithstanding the above, directors appointed by the Founder may be employed by or otherwise trans-
act business with the Founder or any Founder Affiliate, and the Founder may transact business with the As-
sociation or its contractors.

Article 4
Officers

4.1. Officers.

The Association's officers shall be a President, Vice President, Secretary, and Treasurer.  The President
shall be elected from among the Board members; other officers may, but need not, be Board members.  The
Board may appoint such other officers, including one or more Assistant Vice Presidents, Assistant Secretaries,
and Assistant Treasurers, as it shall deem desirable, such officers to have such authority and perform such
duties as the Board prescribes.  Any two or more offices may be held by the same person, except the offices
of President and Secretary.

4.2, Election and Term of OfTice.

The Board shall elect the Association's officers at the first Board meeting following each annual meeting
of the Association, to serve until their successors are elected.

4.3. Removal and Vacancies.

The Board may remove any officer whenever in its judgment the Association's best interests will be
served, and may fill any vacancy in any office arising because of death, resignation, removal, or otherwise,
for the unexpired portion of the term.

4.4, Powers and Duties.

The Association's officers shall have such powers and duties as generally pertain to their respective offices,
as well as such powers and duties as the Board may specifically confer or impose.  The President shall be the
Association's chief executive officer.  The Treasurer shall have primary responsibility for preparing the As-
sociation's budgets as provided for in the Charter, and may delegate all or part of the preparation and notifi-
cation duties to a finance committee, management agent, or both.

4.5, Resignation.

Any officer may resign at any time by giving written notice to the Board, the President, or the Secretary.
Such resignation shall take effect on the date of the receipt of such notice or at a later time specified therein.
Unless the resignation specifies, acceptance of such resignation shall not be necessary to make it effective.
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Article 5
Committees

5.1. General.

In addition to such committees as the Founder or Board may appoint pursuant to the Charter, the Board
may appoint such committees as it deems appropriate to perform such tasks and to serve for such periods as
the Board may designate by resolution. Members of any committee serve at the pleasure of the Board and
have no authority to take action on behalf of the Association or the Board. Committees serve to inform and
make recommendations to the Board.  Each committee shall operate in accordance with the terms of such
resolution. In the conduct of its duties and responsibilities, each committee shall abide by the notice and
quorum requirements applicable to the Board under Sections 3.9, 3.10, and 3.11 of those By-Laws. Not-
withstanding the foregoing, at all DRC meetings, the quorum requirement shall be the presence of DRC
members constituting at least 40% of all DRC members.  Except as otherwise provided by Board resolution
or the Governing Documents, a committee may meet by unanimous written consent of its members in lieu
of a meeting.

5.2. Covenants Committee.

In addition to any other committees that the Board may establish pursuant to Section 5.1, the Board may
appoint a Covenants Committee consisting of at three Owners.  Acting in accordance with the provisions
of the Charter, these By-Laws, and resolutions the Board may adopt, the Covenants Committee, if estab-
lished, shall be the hearing tribunal of the Association and shall conduct all hearings held pursuant to Article
9 of these By-Laws.  The Covenants Committee shall have no responsibility for seeking out violations of the
Governing Documents.

Article 6
Standards of Conduct; Liability and Indemnification

6.1. Standards for Directors and Officers.

Board determinations of the meaning, scope, and application of Governing Document provisions shall,
in the absence of an adjudication by a court of competent jurisdiction to the contrary, be final and binding as
to all persons or property benefitted or bound by the provisions of the Governing Documents.  The Board
shall exercise its power in accordance with any applicable procedures established in the Governing Docu-
ments.

In performing their duties, directors and officers shall act as fiduciaries and shall be insulated from liability
as provided for directors of corporations under Texas law and as otherwise provided by the Governing Doc-
uments. Directors and officers shall discharge their duties as directors or officers, and as members of any
committee to which they are appointed, in a manner that the director or officer believes in good faith to be
in the best interest of the corporation and with the care that an ordinarily prudent person in a like position
would exercise under similar circumstances. A director is entitled to rely on information, opinions, re-
ports, or statements, including financial statements and other financial data, prepared or presented by others
to the extent authorized under Texas law.
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6.2.  Liability.

(@) A director or officer shall not be personally liable to the Association, any Member, or any other
Person for any action taken or not taken as a director or officer if he or she has acted in accordance with
Section 6.1.

(b) Pursuant to the business judgment rule, a director also shall not be personally liable for any action
taken or not taken as a director if the director:

) acts within the expressed or implied scope of the Governing Documents and his or her ac-

tions are not ultra vires;

(i) affirmatively undertakes to make decisions which the director reasonably believes are neces-
sary for the Association's continued and successful operation and, when decisions are made, makes them on

an informed basis;

(iii) acts on a disinterested basis, promptly disclosing any real or potential conflict of interests
(pecuniary or other), and avoiding participation in decisions and actions on matters as to which he has a
conflict of interest (beyond that which all directors have by virtue of their ownership or occupancy of a Lot
or relationship to the Founder or a Founder Aftiliate); and

(iv) acts in a non-fraudulent manner and without reckless indifference to the Association's affairs.

(c) The Association's officers, directors, and committee members shall not be liable for any mistake of
judgment, negligent or otherwise, except for their own individual willful misfeasance, malfeasance, miscon-
duct, or bad faith.  The officers and directors shall have no personal liability with respect to any contract or
other commitment made or action taken in good faith on the Association's behalf.

6.3. Indemnification.

Subject to the limitations of Texas law, the Association shall indemnify every officer, director, and com-
mittee member against all damages and expenses, including counsel fees and expenses, reasonably incurred
in connection with any action, suit, or other proceeding (including settlement of any suit or proceeding, if
approved by the then Board) to which he or she may be a party by reason of being or having been an officer,
director, or committee member, except that the Association shall have no obligation to indemnify any indi-
vidual against liability or expenses incurred in connection with a proceeding:

(a) brought by or in the right of the Association, although it may reimburse the individual for reasonable
expenses incurred in connection with the proceeding if it is determined, by the court or in the manner pro-
vided above, that the individual met the relevant standard of conduct under Texas law; or

(b) to the extent that the individual is adjudged liable for conduct that constitutes:

() appropriation, in violation of his or her duties, of any business opportunity of the Associa-
tion; or

(i) intentional misconduct or knowing violation of the law; or
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(iii) an unlawful distribution to members, directors or officers; or
(iv) receipt of an improper personal benefit.

This right to indemnification shall not be exclusive of any other rights to which any present or former officer,
director, or committee member may be entitled. The Association shall, as a Common Expense, maintain
adequate general liability and officers’ and directors' liability insurance to fund this obligation, if such insur-
ance is reasonably available.

6.4. Advancement of Expenses.

In accordance with the procedures and subject to the conditions and limitations set forth in Texas law,
the Board may authorize the Association to advance funds to pay for or reimburse the reasonable expenses
incurred by a present or former officer, director or committee member in any proceeding to which he or she
may be a party by reason of being or having been an officer, director, or committee member of the Associa-
tion.

6.5. Board and Officer Training.

The Board may conduct or provide for seminars and continuing educational opportunities designed to
educate and inform its officers and directors of their responsibilities as officers and directors.  Such programs
may include instruction on applicable Texas corporate and fiduciary law principles, other issues relating to
administering community affairs, and upholding and enforcing the Governing Documents.  The Board may
retain industry professionals, which may include property managers, attorneys, and accountants, as appro-
priate or necessary for such purpose.  Each newly elected officer and director shall be encouraged to com-
plete a training seminar within the first six months of assuming such position. The seminar may be live,
video or audiotape, or in other format.  The cost of such seminar shall be a Common Expense.

The Board also may provide, or provide for, Owner and resident education designed to foster a better
understanding of Aria Isle at East Shore's governance and operations, and leadership training classes designed
to educate Owners of the nomination, election, and voting processes and the duties and responsibilities of
directors and officers.

Article 7
Management and Accounting

7.1. Compensation of Directors and Officers.

The Association shall not compensate directors and officers for acting as such unless Owner Members
representing a majority of the total votes in the Association approve such compensation at an Association
meeting. The Association may reimburse any director or officer for expenses he or she incurs on the Asso-
ciation's behalf upon approval of a majority of the other directors. Nothing herein shall prohibit the Asso-
ciation from compensating a director or officer, or any entity with which a director or officer is affiliated, for
services or supplies he or she furnishes to the Association in a capacity other than as a director or officer
pursuant to a contract or agreement with the Association. However, such director must make known his
or her interest to the Board prior to entering into such contract, and a majority of the Board, excluding any
interested director, must approve such contract.
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7.2. Right of Founder Member to Disapprove Actions.

So long as there is a Founder Membership, the Founder shall have a right to disapprove any action, policy,
or program of the Association, the Board and any committee which, in the Founder's sole judgment, would
tend to impair rights of the Founder or Builders under the Charter or these By-Laws, interfere with develop-
ment or construction of any portion of East Shore, or diminish the level of services the Association provides.
The Board shall not implement any action, policy, or program subject to the right of disapproval set forth
herein until and unless the requirements of this section have been met.

(a) Notice. The Association shall give the Founder written notice of all meetings of the membership,
the Board, and committees and any actions which any of them propose to take by written consent in lieu of a
meeting.  The Association shall give such notice by certified mail, return receipt requested, or by personal
delivery at the address the Founder has registered with the Association.  Such notice shall comply as to Board
meetings with Section 3.9, and shall, except in the case of regular Board meetings pursuant to these By-Laws,
set forth with reasonable particularity the agenda to be followed at such meeting.

(b) Opportunity to be Heard. At any such meeting, the Association shall give the Founder the op-
portunity to join in or to have its representatives or agents join in discussion from the floor of any prospective
action, policy, or program which would be subject to the right of disapproval set forth herein.

The Founder, its representatives, or its agents shall make its concerns, thoughts, and suggestions known
to the Board and/or the members of the subject committee. The Founder, acting through any officer or
director, agent, or authorized representative, may exercise its right to disapprove at any time within 10 days
following the meeting at which such action was approved or, in the case of any action taken by written consent
in lieu of a meeting, at any time within 10 days following receipt of written notice of the approved action.

The Founder may use this right to disapprove to block proposed actions but shall not use it to require any
action or counteraction of any committee, the Board, or the Association.  The Founder shall not use its right
to disapprove to reduce the level of services the Association is obligated to provide or to prevent capital
repairs or any expenditure required to comply with applicable laws and regulations.

7.3. Management Certificate and Managing Agent.

The Association shall record a management certificate as required by Tex. Prop. Code §209.004 and amend
the same within 30 days of any change in the information required to be set forth therein. In addition,
within seven days after recording an initial or amended management certificate, the Association shall elec-
tronically file a copy of the same with the Texas Real Estate Commission.

The Board may employ for the Association professional management agents at such compensation as the
Board may establish, to perform such duties and services as the Board shall authorize. ~ The Board may del-
egate such powers as are necessary to perform the manager's assigned duties but shall not delegate policy-
making authority or ultimate responsibility for those duties set forth in Section 3.16.  The Board may em-
ploy the Founder or any Founder Affiliate as managing agent or manager.

The Board may delegate to one of its members the authority to act on its behalf on all matters relating to
the duties of the managing agent or manager which might arise between Board meetings.
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The Association shall not be bound, either directly or indirectly, by any management contract executed
during the Founder Control Period unless such contract contains a right of termination which may be exer-
cised by the Association, with or without cause and without penalty, at any time after termination of the
Founder Control Period upon not more than 90 days' written notice.

The managing agent shall not accept remuneration from vendors, independent contractors, or others
providing goods or services to the Association, whether in the form of commissions, finder's fees, service
fees, prizes, gifts, or otherwise; any thing of value received shall benefit the Association. The managing
agent shall promptly disclose to the Board any financial or other interest that it may have in any firm providing
goods or services to the Association.

7.4. Accounts and Reports.

(@) The Board shall follow the following accounting standards unless the Board by resolution specifically
determines otherwise:

) accounting and controls should conform to generally accepted accounting principles; and

(i) the Association's cash accounts shall not be commingled with any other accounts, and during
the Founder Control Period, operating accounts shall not be commingled with reserve accounts;

(b) Commencing at the end of the Association's first full fiscal year, the following financial reports shall
be prepared for the Association within 90 days after the end of each fiscal year:

() an income statement reflecting all income and expense activity for the preceding fiscal year;
(i) a statement reflecting all cash receipts and disbursements for the preceding fiscal year;
(iii) a balance sheet as of the last day of the preceding fiscal year;

(iv) a delinquency report listing all Owners who are delinquent in paying any assessments at the
time of the report (any assessment or installment thereof shall be considered to be delinquent on the 15th day
following the due date unless the Board specifies otherwise by resolution); and

(v) a statement of changes in financial position for the fiscal year.

Such annual report may be prepared on an audited, reviewed, or compiled basis, as the Board determines.
A copy of the annual financial report shall be made available at no charge to any Member requesting a copy
within 180 days after the close of the fiscal year.

(c) The Board shall report in writing to the Members any indemnification of or advancement of legal
expenses to any officer, director, or committee member in accordance with Tex. Business Organizations Code

§8.152, as it may be amended or any successor Texas statute thereof.
7.5.  Borrowing.

The Association shall have the power to borrow money for any legal purpose and to pledge its property,
including assessment revenues, as collateral for the debt.
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7.6. Right to Contract.

The Association shall have the right to contract with any Person for the performance of various duties and
functions.  This right shall include, without limitation, the right to enter into common management, oper-
ational, or other agreements with trusts, condominiums, cooperatives, any Neighborhood Association, amen-
ity providers, and other owners or residents of associations within and outside of Aria Isle at East Shore.

7.7.  Agreements, Contracts, Deeds, Leases, Checks, Etc.

All Association agreements, contracts, deeds, leases, checks, and other instruments shall be executed by
at least two ofticers or by such other person or persons as the Board may designate by resolution.

Article 8
Enforcement Procedures

The Association shall have the power, as provided in the Charter, to impose sanctions for any violation
of the Governing Documents.  If notice and an opportunity for a hearing is expressly required by the Char-
ter, the Board shall comply with the following procedures prior to imposition of sanctions:

8.1. Notice and Response.

The Board or its delegate shall serve the alleged violator and/or the Owner with written notice, by
certified mail, return receipt requested,

(a) describing the alleged violation or property damage which is the basis of the proposed
sanction or amount due to the Association, as applicable;

(b) describing the proposed sanction to be imposed; and
(c) informing the alleged violator and/or Owner that:

(i)  he or she has 30 days after receipt of the notice to present a written request for a
hearing to the Board or the Covenants Committee, if one has been appointed pursuant to Article 6;

(iiy  he or she may have special rights or relief related to the enforcement action under
federal law, including the Servicemembers Civil Relief Act (50 U.S.C. app. Section 501 et seq.), if serving on
active military duty;

(iiiy ~attorneys fees and costs may be charged if the delinquency or violation continues
after a certain date; and

(iv)  if the violation is of a curable nature and does not pose a threat to public health or
safety, he or she may avoid the proposed sanction by curing the violation within a reasonable cure period
stated in the notice.

Notwithstanding the above, the Association shall have no obligation to provide notice or a cure period if the
alleged violator has been given notice of a similar violation within the preceding six months. If the hearing
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is to be held before a Covenants Committee, the notice shall also state that the alleged violator has the right
to appeal the decision of the Covenants Committee to the Board.

The alleged violator shall respond to the notice of the alleged violation in writing within such 30-day
period, regardless of whether the alleged violator is challenging the imposition of the proposed sanction.  If
the alleged violator cures the alleged violation and notifies the Board of such cure in writing within such 30-
day period the Board may not assess a fine for such violations and may, but shall not be obligated to, waive or
suspend the imposition of others sanctions.  Such waiver shall not constitute a waiver of the right to sanction
future violations of the same or other provisions and rules by any Person. If a timely request for a hearing
is not made, the sanction stated in the notice may be imposed without further action. ~Notwithstanding any
suspension of proceedings hereunder, subject to Texas law, if the same or similar violation is reported within
12 months after the date of the notice of the original violation, the Association may pursue any and all sanc-
tions described in the original notice without further notice to the alleged violator.

Prior to the effectiveness of sanctions imposed pursuant to this Article, proof of proper notice shall be
placed in the minutes of the Board or Covenants Committee, as applicable. ~ Such proof shall be deemed
adequate if a copy of the notice, together with a statement of the date and manner of delivery, is entered by
the officer, director, or agent who delivered such notice.  The notice requirement shall be deemed satisfied
if the alleged violator or its representative requests and appears at the hearing.

8.2. Hearing.

If a hearing is requested within the allotted 30-day period, the hearing shall be held before the Cov-
enants Committee, or if one has not been appointed, then before the Board in executive session within 30
days after receipt of the alleged violator's request.  Either the Board or the alleged violator may request a
postponement of up to 10 days, and such postponement shall be granted. ~ Additional postponements may
be granted upon agreement of both the Association and the alleged violator.  The Board shall notify the
alleged violator at least 10 days prior to the hearing of the time, date, and place of the hearing and provide
the Owner with a packet containing all documents, photographs, and communications relating to the matter
the Association intends to introduce at the hearing.  If the Association does not provide such packet at least
10 days prior to the hearing, the Owner is entitled to an automatic 15-day postponement of the hearing. At
the hearing, a member of the Board or the Association's designated representative shall first present the As-
sociation's case against the Owner. The alleged violator shall be afforded a reasonable opportunity to be
heard and both the Association and the Owner shall be entitled to make an audio recording of the hearing.
If the alleged violator fails to appear, a hearing may be held in his or her absence. The Board may adopt
rules for the conduct of such hearings that may include, without limitation, rules that govern the presentation
of evidence and witnesses and the ability of an alleged violator to question adverse witnesses.  The minutes
of the meetings of the Board or Covenants Committee, as applicable, shall contain a written statement of the
results of the hearing (i.e., the Board's or Committee's decision) and the sanction, if any, to be imposed.
Written notice of the decision shall be mailed to the violator within three days after the hearing.

8.3. Appeal.

Following a hearing before the Covenants Committee, the violator shall have the right to appeal the
decision to the Board in accordance with Tex. Prop. Code §209.007, as it may be amended or any successor
Texas statute thereof.
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Article 9
Miscellaneous

9.1. Fiscal Year.

The Association's fiscal year shall be the calendar year unless the Board establishes a different fiscal year
by resolution.

9.2. Parliamentary Rules.

Except as may be modified by Board resolution, Robert's Rules of Order (current edition) shall govern the
conduct of Association proceedings when not in conflict with Texas law or the Governing Documents.

9.3. Conlflicts.

If the Governing Documents violate any applicable provision of Texas law, such provision of Texas law
shall control.  If there are conflicts among the provisions of the Certificate of Formation, the Charter, and
these By-Laws, the provisions of the Charter, the Certificate of Formation, and the By-Laws (in that order)
shall prevail.

9.4. Books and Records.

(a) Document Retention. The Board shall be responsible for compliance with the following
document retention policy relating to the Association's books and records:

) certificates of formation, bylaws, restrictive covenants, and all amendments to the
certificates of formation, bylaws, and covenants shall be retained permanently;

(i) financial books and records shall be retained for seven years;
(iii) account records of current owners shall be retained for five years;

(iv) contracts with a term of one year or more shall be retained for four years after the expi-
ration of the contract term;

v) minutes of meetings of the owners and the board shall be retained for seven years;
and

(vi) tax returns and audit records shall be retained for seven years.

(b) Turnover of Books and Records. ~Within 90 days after termination of the Founder Control Pe-
riod, the Founder shall deliver to the Association all property, books and records of the Association in the
Founder's possession.

(c¢) Inspection by Members and Mortgagees. The Board shall make available for inspection and cop-
ying by any holder, insurer or guarantor of a first Mortgage on a Lot, any Member, or the duly appointed
representative of any of the foregoing at any reasonable time and for a purpose reasonably related to his or
her interest in a Lot:  the Governing Documents, the membership register, books of account, the minutes
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of meetings of the Members, the Board, and committees, and any other records as required by Texas law.
The Board shall provide for such inspection to take place within 10 business days after receipt of a written
request for access at the Association's office or at such other place within East Shore as the Board shall desig-
nate. The Association shall not be required to make available for inspection or copying any records that

identify:

) a particular Owner's violation history, personal financial information, history of payments
or delinquencies in paying amounts due to the Association, or contact information other than address; or

(i) information related to an Association employee, including personnel files;

unless the Owner or employee whose records would be disclosed has given his or her prior written approval
to release such information or a court orders such records to be released or made available to the requesting
Owner or his or her representative.

(d) Rules for Inspection. An Owner or the Owner's authorized representative must submit to the
Association a written request for access to inspect or copies of books and records under subsection (b), iden-
tifying the specific books and records or information desired.  Such request shall be mailed by certified mail
to the Association's mailing address or that of its authorized representative as reflected on the most current
management certificate filed under Tex. Prop. Code §209.004, as it may be amended or any successor Texas
statute thereof.  The request must contain an election either to inspect the books and records before obtain-
ing copies or to have the Association forward copies of the requested books and records and:

(i) ifan inspection is requested, then on or before the 10th business day after the date the Association
receives the request, the Association shall send written notice to the Owner of dates during normal business
hours that the Owner or its authorized representative may inspect the requested books and records, to the
extent those books and records are in the possession, custody, or control of the Association; or

(i) if copies of identified books and records are requested, then the Association shall produce the
requested books and records, to the extent required under subsection (c) and in the possession, custody, or
control of the Association, on or before the 10th business day after the date the Association receives the
request, except as otherwise provided by Tex. Prop. Code §209.005, as it may be amended or any successor
Texas statute thereof.

The Board shall establish a records production and copying policy that prescribes the charges to be paid
by the Owner for compilation, production, and reproduction of information requested by such Owner or its
authorized representative under this Section, which charges may include all reasonable costs of materials,
labor, and overhead, but may not exceed costs that would be applicable for an item under 1 T.A.C. Section
70.3, as it may be amended or any successor Texas statute thereof ("Authorized Charges""). No charge
shall be made pursuant to such policy until the policy has been recorded as required by Tex. Prop. Code
§209.005, as it may be amended or any successor Texas statute thereof, and §202.006, as it may be amended
or any successor Texas statute thereof.  The Association may require advance payment of the estimated costs
of compilation, production, and reproduction of the requested information. If the Authorized Charges vary
from the estimate, the Association shall submit a final invoice to the Owner on or before the 30th business
day after the date the information is delivered reflecting the variance and any balance or refund due. ~ Any
balance due which is not reimbursed to the Association before the 30th business day after the date the invoice
is sent to the Owner may be added to the Owner's account as an assessment.  Any amount paid in excess of
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Authorized Charges shall be refunded to the Owner not later than the 30th business day after the date the
invoice is sent to the Owner.

(e) Inspection by Directors. Every director shall have the absolute right at any reasonable time to
inspect all Association books, records, and documents and the physical properties owned or controlled by the
Association. A director's right of inspection includes the right to make a copy of relevant documents at the
Association's expense.

9.5. Notices.

(a) Form of Notice and Method of Delivery. Except as otherwise provided in the Charter or these
By-Laws or by Texas law, all notices, demands, bills, statements, or other communications under the Charter
or these By-Laws shall be in writing and may be delivered in person, by United States mail, by private carrier,
or if the intended recipient has given its prior written authorization to use such method of delivery, by fac-
simile or electronic mail with written confirmation of transmission. It is the responsibility of each Member
to give notice to the Association of any change in the Member's address, facsimile number, or email address.
Where the Governing Documents or applicable law require notice to an Owner or Member, notice given to
any co-Owner of a Lot shall be deemed notice to all co-Owners of such Lot.

(b) Delivery Address. Notices shall be delivered or sent to the intended recipient as follows:

) if to a Member, at the address, telephone facsimile number, or e-mail address which the
Member has designated in writing and filed with the Secretary or, if no such address or number has been
designated, at the address of the Lot of such Member;

(i) if to the Association, the Board, or a committee of either, at the address, facsimile number,
or e-mail address of the principal office of the Association or its managing agent, or at such other address as
the Association shall designate by notice in writing to the Members pursuant to this section; or

(iii) if to the Founder, at the Founder's principal address as it appears on the Secretary of State's
records, or at such other address as the Founder shall designate by notice in writing to the Association pursu-
ant to this section.

(C) Effective Date. Notice sent in accordance with Sections 9.5(a) and (b) shall be deemed to have
been duly given and effective:

() if sent by United States mail, when deposited with the U.S. Postal Service, correctly ad-
dressed, with first class or higher priority postage prepaid,;

(i) if delivered personally or by private carrier, when actually delivered to the address of the
intended recipient, as evidenced by the signature of the person at such address who accepts such delivery; or

(iii) if sent by telephone facsimile or electronic mail, upon transmission, as evidenced by a printed
confirmation of transmission.
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9.6. Amendment.

(a) By Founder. Prior to termination of the Founder Control Period, the Founder may unilaterally
amend these By-Laws.  Thereafter, the Founder may unilaterally amend these By-Laws at any time and from
time to time if such amendment is necessary (i) to bring any provision into compliance with any applicable
governmental statute, rule or regulation, or judicial determination; (ii) to enable any reputable title insurance
company to issue title insurance coverage on the Lots; or (iii) to enable any institutional or governmental
lender, purchaser, insurer, or guarantor of mortgage loans, including, for example, the Federal National
Mortgage Association or Federal Home Loan Mortgage Corporation, to make, purchase, insure, or guarantee
mortgage loans on the Lots.  So long as there is a Founder Membership, the Founder Member may unilat-
erally amend these By-Laws for any other purpose, provided the amendment has no material adverse effect
upon any Member's right.

(b) By Owner Members Generally. Except as provided above, these By-Laws may be amended only
by the affirmative vote or written consent, or any combination thereof, of Owner Members representing
67% of the total votes in the Association, and the consent of the Founder if Founder Membership exists.
Notwithstanding the above, the percentage of votes necessary to amend a specific clause shall not be less than
the prescribed percentage of affirmative votes required for action to be taken under that clause.

(c¢) Validity and Effective Date of Amendments. Amendments to these By-Laws shall become ef-
fective upon recordation in the Real Property Records of Montgomery County, Texas, unless a later effective
date is specified therein. ~ Any procedural challenge to an amendment must be made within six months of
its adoption, or such amendment shall be presumed to have been validly adopted.  In no event shall a change
of conditions or circumstances operate to amend any provisions of these By-Laws.

No amendment may remove, revoke, or modify any right or privilege of the Founder or the Founder
Membership without the written consent of the Founder, the Founder Member, or the assignee of such right
or privilege.
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