RESOLUTION OF THE EXECUTIVE BOARD OF
THE KEYSTONE NEIGHBOURHOOD COMPANY, INC.

AMENDED AND RESTATED
RESPONSIBLE GOVERNANCE POLICIES AND PROCEDURES

SUBJECT: These Amended and Restated Responsible Governance Policies and Procedures
(the “Amended and Restated Policies™) are adopted by the Executive Board (the “Board™) of
The Keystone Neighbourhood Company, Inc. (the “Association”) to amend and restate the
previous Responsible Governance Policies and Procedures in addressing the following:

I. RESERVE PLANNING, FUNDING AND INVESTMENT MANAGEMENT
II. ASSOCIATION RECORDS

III. COVENANT AND RULE ENFORCEMENT

IV. CODE OF CONDUCT/CONFLICTS OF INTEREST

V. CONDUCT OF MEETINGS

VI. ADOPTION OF RULES, POLICIES, PROCEDURES OR GUIDELINES
VII. DISPUTE RESOLUTION

PURPOSES: To comply with the Colorado Common Interest Ownership Act (the “Act”). The
Association previously adopted a Resolution, dated June 25, 2009, adopting a Collection of
Unpaid Assessments policy (the “Collection Policy”), and nothing in this Resolution shall
affect or revoke the Collection Policy, which shall remain in full force and effect as the
Responsible Governance Policy regarding collection of unpaid assessments. However, with the
exception of the Collection Policy, the adoption of this Resolution supersedes and terminates

any and all prior policies regarding any of the above issues previously adopted by the
Association.

AUTHORITY: The Declaration, Articles of Incorporation, and Bylaws of the Association,
together with all Association rules, regulations and policies, specifically including the
Collection Policy and these Amended and Restated Policies, are referenced as the “Governing
Documents”.

EFFECTIVE DATE: Upon Adoption

RESOLUTION: The Association hereby adopts the following Amended and Restated Policies
subject to:

Definitions. Unless otherwise defined, initially capitalized or terms defined in the
Declaration shall have the same meaning herein.

Conflict Between Governing Documents. These Amended and Restated Policies are
controlled by and must always be consistent with the Declaration, Articles of Incorporation and
Bylaws. In the event of a conflict between the Declaration and these Amended and Restated
Policies, the Declaration will control. In the event of a conflict between the Articles of
Incorporation and these Amended and Restated Policies, the Articles of Incorporation will
control. In the event of a conflict between the Bylaws and these Amended and Restated
Policies, the Bylaws will control. With the exception of the Collection Policy and only to the



extent a conflict exists, these Amended and Restated Policies supersede any and all prior rules,

regulations or policies previously adopted by the Association, specifically including the
previous Responsible Governance Policies.

Deviations. The Board may deviate from any provision of this Resolution if the Board
finds, in its sole discretion, that such deviation is reasonable under the circumstances.

Amendment. The following policies may be amended from time to time by a vote of the
majority of the Board.

THE KEYSTONE NEIGHBOURHOOD
COMPANY, INC.

By: %&Z’

NamgZJohn Buhley, President
Date: _ ////¢/ /2.
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L. POLICY FOR RESERVE PLANNING, FUNDING
AND INVESTMENT MANAGEMENT

A. Purpose. In order to keep The Neighbourhoods at Keystone in good repair and to
sustain the market values of Owners’ Units, the Board establishes this Policy for Reserve
Planning, Funding and Investment Management.

B. Periodic Reserve Studies Required. No less than once every five (5) years the Board
shall prepare a Reserve Study for those portions of The Neighbourhoods at Keystone to be

maintained, repaired, replaced or improved by the Association (the “Components”). The Study
will:

1. Assign a reasonable useful life to each Component.

2. Assign a reasonable cost of repair or replacement to each Component based on
current costs for the area.

3. Set forth a 15 year repair & replacement schedule that identifies when work will
be performed on each Component, and which, in calculating the cost of each repair or
replacement, takes into account the cost of inflation.

4. Establish a funding plan for reserve accounts, including projected sources of
funding for such accounts.

5. State whether, and to what extent, the Reserve Study is based upon physical and
financial analyses.

6. The Board may request assistance from the Executive Director or a reserve study
analyst to prepare the Reserve Study.

C. Annual Updates. In each year that a Reserve Study is not conducted, an update shall be
performed by the Executive Director to reflect prevailing conditions, changes in costs, inflation,
interest yield on invested funds, and any unexpected variations from the most recent Reserve
Study.

D. Reserve Funds. In order to minimize the amount of Owner contributions, the Board
shall invest the funds in one or more of the following reserve funds, or in some future fund
established for the purpose of holding the Association’s reserves (collectively the “Reserve
Funds”):

1. The Community Facilities Fund. Paragraph 6.01(f) of the Declaration requires
that the Association deposit ten percent (10%) of all funds the Association collects through the
Annual Real Estate Assessment into the Community Facilities Fund, which must be maintained
separate from the Association’s other accounts. The purpose of the Community Facilities Fund
is to facilitate the construction and financing of Community Facilities (as defined by the
Declaration) as the Association deems appropriate, including such items as:




a. payments for purchases of real property to be used for Community
Facilities;

b. payments for the development, design, review approval or construction
of Community Facilities;

c. payments for purchases of equipment, furniture, fixtures to be used in
connection with Community Facilities;

d. payments to secure the obligation of the Association or another person to
construct Community Facilities, such as to fund an account to secure a loan or purchase
performance bonds;

e. loans to other persons, with or without interest, where the funds loaned
will be used for any of the foregoing purposes;

f. pledging funds for the benefit of other persons for any of the foregoing
purposes.

The deposit of 10% of all funds the Association collects through the Annual Real Estate
Assessment into the Community Facilities Fund is mandatory under the Declaration, and this
Policy shall not supersede or amend that requirement.

2. Community Improvements Fund. This fund was previously established by the
Association for the purpose of accumulating reserves to purchase non-capital items to improve
the community, such as new playground equipment, new holiday decorations, etc. Deposits into
this fund are made in the discretion of the Board, and a reserve study is not generally made or
used for the recreational improvements reserved for in this fund.

3. Community Capital Fund. This fund was previously established by the
Association for the purpose of accumulating reserves to pay for the maintenance, repair and
replacement of capital items throughout the Association, such as concrete, asphalt,
infrastructure, computers and business equipment. Deposits into this fund are made at the
discretion of the Board; however, to the extent that any improvement covered by this fund is a
Component for which a Periodic Reserve Fund Study has occurred, the Board shall, in its best
business judgment, attempt to fund this fund to the extent recommended by the Periodic
Reserve Fund Study.

E. Fund Transfers, Commingling of Funds. Reserve funds shall not be commingled with
the Association’s general operating fund. As long as authorized by the Declaration, transfers
between the Community Improvement Fund and Community Capital Fund are allowed in the
discretion of the Board.

F. Investment of Reserves. All investments shall be in the name of the Association. In
order to minimize the amount of Owner contributions, the Board shall invest the funds
deposited into the Reserve Funds so as to generate interest revenue that will accrue to the
Funds’ balances. The Board shall invest funds held in the Funds to generate revenue that will
accrue to the Funds pursuant to the following goals listed in order of importance:




1. Safety of Principal. The long term goal is safety of the Funds’ principal.

2. Liquidity and Accessibility. Structure maturities to ensure availability of
projected and unexpected expenditures.

3. Minimal Costs. Investments costs (redemption fees, commissions, and other
transactional costs) should be minimized.

4, Diversify. Mitigate the effects of investment volatility upon reserve assets.
5. Return. Invest funds to seek the highest level of after-tax return.
G. Limitation on Investments. Unless otherwise approved by the Board, all investments

will be FDIC (Federal Deposit Insurance Corporation) insured, otherwise guaranteed by the
United States Government.

H. Independent Professional Investment Assistance. The Board may hire an investment
counselor to assist in formulating a specific investment plan.

L. Control and Review. All accounts and investment instruments shall be subject to the
approval of, and may from time to time be amended by the Board as appropriate, and shall be
reviewed at least annually.




II. ASSOCIATION RECORDS

A. Retention of Records. The Association shall permanently retain at its principal office,
in written form or in a form capable of conversion into written form within a reasonable time,
the records required to be kept by the Association pursuant to Section 38-33.3-317 of the Act.

B. Membership List. The Association shall maintain the names of unit owners in a form
that permits preparation of a list of the names of all unit owners and the physical mailing
addresses at which the association communicates with them, showing the number of votes each
unit owner is entitled to vote (the “Membership List”).

C. Inspection/Copying Association Records. An Owner or his/her authorized agent is
entitled to inspect and copy any of the books and records of the Association, subject to the
following exclusions, conditions and requirements:

1. Fees/Costs. Any Owner requesting copies of Association records shall be
responsible for all actual costs incurred by the Association, including the cost to search,
retrieve, and copy the record(s) requested. The Association may require a deposit equal to the
estimated cost of production and reproduction of the requested records. Failure to pay such
deposit shall be valid grounds for denying an Owner copies of such records. If after payment of
the deposit it is determined that the actual cost was more than the deposit, Owner shall pay such
amount prior to delivery of the copies. If after payment of the deposit it is determined that the
actual cost was less than the deposit, the difference shall be returned to the Owner with the
copies.

2. Written Request. The Owner shall give the Association a written request stating
with reasonable particularity the records sought.

3. Reasonably Available. The inspection and/or copying of the records of the
Association shall be conducted after notice of at least ten days during normal business hours at
the office of the Association. Under no circumstances shall the Association be required to
compile or synthesize information.

4. Use of Membership List. A Membership List may not be obtained or used by
any person for any purpose unrelated to an Owner's interest as an Owner without consent of the
Board. Without limiting the generality of foregoing, a Membership List, or any part thereof,
may not be used for the following purposes without the consent of the Board:

a. To solicit money or property, unless such money or property will be used
solely to solicit the votes of the Owners in an election to be held by the Association;

b. For any commercial purpose; or

c. Be sold to or purchased by any person.



5. Exclusions.

a. The following records of the Association may be withheld by the
Executive Director from inspection and copying to the extent that they are or concern:

i. Architectural drawings, plans, and designs, unless released upon
the written consent of the legal owner of the drawings, plans, or designs;

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

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

iv. Disclosure of information in violation of law;
V. Records of an executive session of an executive board; or
Vi. Individual units other than those of the requesting Owner.

b. The following records of the Association shall be withheld by the

Executive Director, and are not subject to inspection and copying, to the extent that they are or
concern:

i. Personnel, salary, or medical records relating to specific
individuals; or

if. Personal identification and account information of Owners,
including bank account information, telephone numbers, electronic mail addresses, driver's
license numbers, and social security numbers; or

iii. Any documents that are confidential under constitutional,
statutory or judicially imposed requirements

6. Security. No Owner shall remove any original book or record of the Association
from the place of inspection nor shall any Owner alter, destroy or mark in any manner, any
Association record. An agent of the Association may observe any inspection of records or may
make copies requested by an Owner.

7. Commercial Purposes. Under no circumstances shall Association records and the
information contained within those records be used for commercial purposes.

D. Association Disclosures to Owners.

8. Association/Manager Information. The Association shall provide to all Owners,
at least once per year, a written notice stating the name of the Association; the name of the
Association's Manager, if any; and a valid physical address and telephone number for both the




Association and the Manager. The notice shall also include the name of the Project and the date
of recording of the Declaration, including reception number or book and page. If the
Association's address or Manager changes, the Association shall provide all Members with an
amended notice within 90 calendar days after the change.

9. Annual Disclosures. Within 90 calendar days after the end of each fiscal year,
the Association shall make the following information available to Owners:

a. The date on which its fiscal year commences;
b. Its operating budget for the current fiscal year;
c. A list of the Association's current assessments, including both regular

and special assessments;

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

e. The results of any financial audit or review for the fiscal year
immediately preceding the current annual disclosure;

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

g. The Association's Articles, Bylaws, and rules.

h. The minutes of the executive board and member meetings for the fiscal
year immediately preceding the current annual disclosure; and

i. The Association's responsible governance policies adopted under section
3833.3-209.5 of the Act.

10.  Disclosure Options. The Association has the widest possible latitude in methods
and means of disclosure, if the required information is readily available at no cost to Owners.
Disclosure shall be accomplished by one of the following means: Posting on an internet web
page with accompanying notice of the web address via first-class mail or e-mail; the
maintenance of a literature table or binder at the Association's principal place of business; or
mail or personal delivery. The cost of such distribution is a Common Expense.

E. Audit/Review of Association's Financial Records:

11.  Audit: The books and records of the Association shall be subject to an audit by

a certified public accountant, using generally accepted auditing standards, upon the following
conditions:

a. At the discretion of the Board; or



b. An audit is requested by the owners of at least one-third of the Owners
represented by the Association.

12.  Review: The books and records of the Association shall be subject to a review
by an independent and qualified person selected by the Board upon the conditions set forth
below. The person selected to conduct a review need not be a certified public accountant, but
shall have at least a basic understanding of the principles of accounting as a result of prior
business experience, education above the high school level, or bona fide home study, and shall
use statements on standards for accounting and review services. A review shall be conducted
upon the following conditions:

a. At the discretion of the Board;

b. A review is requested by at least one-third of the Owners represented by
the Association.

13. GAAP: The audit or review report shall cover the Association's financial
statements, which shall be prepared using generally accepted accounting principles or the cash
or tax basis of accounting.

14.  Copies of Audit/Review: Copies of any audit or review shall be made available
upon request to any Owner beginning no later than 30 calendar days after its completion.




III. COVENANT AND RULE ENFORCEMENT

A. Reporting Violations. Complaints regarding alleged violations of the Declaration may
be reported by an Owner or resident within the community; the Board or its committee
members, or the Executive Director.

B. Complaints.

1. Owner. Complaints by Owners or residents shall be in writing and submitted to
the Board. Each written complaint shall: identify the individual making the complaint (the
“Complainant”); identify the alleged violator (Violator”), if known; set forth a statement
describing the alleged violation, including the specific provisions of the Governing Documents
which are alleged to have been violated; when the violation was observed; and any other
appropriate information. Non-written complaints, or written complaints failing to include any
information required by this provision, may not be investigated or prosecuted at the discretion
of the Association, and may be returned to the Complainant for revision and/or clarification.

2. Management. Complaints by a member of the Board, a committee member, or
the Executive Director may be made in writing or by any other means deemed appropriate by
the Board.

C. Investigation. Upon receipt of a complaint, the Board may investigate the alleged
violation either in person, or by appointing a designated individual or committee. The Board
shall have sole discretion in appointing an individual or committee to investigate the matter.

D. Initial Warning Letter. If an alleged violation is found to exist, a warning letter shall be
sent to the Violator explaining the nature of the violation. Such letter shall be personally
delivered, mailed to the Owner at the Owner's last known address by certified, return receipt
requested mail or sent by e-mail to an Owner who has registered an e-mail address if the Owner
confirms receipt of such e-mail notice. The Violator will have 10 business days from the date of
the letter to come into compliance.

E. Continued Violation After Initial Warning Letter. If the alleged Violator does not come
into compliance within 10 business days of the first warning letter, this will be considered a
second violation for which a fine may be imposed following notice and opportunity for a
hearing. A second letter shall then be sent to the alleged Violator as provided in Section D
above, providing notice and an opportunity for a hearing, and explaining if a violation is found
to exist, a fine may be imposed pursuant to this Policy. The letter shall further state that the
alleged Violator is entitled to a hearing on the merits of the matter provided that such hearing is
requested in writing within 10 business days of the date on the second violation letter.

F. Notice of Hearing. If a hearing is requested by the alleged Violator, the Board,
committee or other person conducting such hearing, as may be determined in the sole discretion
of the Board, shall serve a written notice of the hearing to all parties involved at least 3 business
days prior to the hearing date. At a minimum, the notice shall be served upon the Complainant,
the Violator, and the Board, if the Board is not conducting the hearing.



G. Hearing. At the beginning of each hearing, the presiding officer shall introduce the case
by describing the alleged violation and the procedure to be followed during the hearing. Each
party or designated representative may, but is not required to, make an opening statement,
present evidence and testimony, present witnesses, and make a closing statement. The presiding
officer may also impose such other rules of conduct as may be appropriate under the
circumstances. Neither the Complainant nor the alleged Violator is required to be in attendance
at the hearing. The Board, committee or person conducting the hearing shall base its decision
solely on the matters set forth in the Complaint, results of the investigation and such other
credible evidence as may be presented at the hearing. Unless otherwise determined by the
Board, all hearings shall be open to attendance by all Owners. After all testimony and other
evidence has been presented at a hearing, the Board, committee or person conducting the
hearing shall, within a reasonable time, not to exceed 10 business days, render its written
findings and decision, and impose a fine, if applicable. A decision, either a finding for or
against the Owner, shall be by a majority of the Board present at the hearing. Failure to strictly
follow the hearing procedure set forth above shall not constitute grounds for appeal of the
hearing committee’s decision absent a showing of denial of due process.

H. Failure to Timely Request Hearing. If the alleged Violator fails to request a hearing
within 10 business days of the second letter, or fails to appear at the hearing, the Board may
make a decision with respect to the alleged violation based on the Complaint, results of the
investigation, and any other available information without the necessity of holding a formal
hearing. If a violation is found to exist, the alleged Violator may be assessed a fine pursuant to
these policies and procedures.

L. Notification of Decision. The decision of the Board, committee or other person, shall be
in writing and provided to the Violator and Complainant within 10 business days of the hearing,
or if no hearing is requested, within 10 business days of the final decision.

J. Appeals. The Complainant or Violator may file a written appeal of an adverse decision
made by a committee or person conducting the hearing to the Board within 10 business days of
the decision. A decision by the Board shall be final and binding.

K. Fine Schedule. The following fine schedule has been adopted for all recurring covenant
violations:

Initial Violation Warning

Letter

First violation after Warning Letter
(of same covenant or rule) $100.00

Second violation after Warning Letter
(of same covenant or rule) $100.00

Third and subsequent covenant violations:
after Warning Letter $100.00
(of same covenant or rule)



The amount of the fine shall be established by the Executive Director. Violators and
Owners shall pay any fine imposed within 5 business days after notice is given of such fine.

L. Continuing Violations. Continuing violations are defined as violations of Owner
obligations that are uninterrupted by time. Each day of non-compliance with such violations
constitutes a separate violation. For example: the failure to remove an unapproved balcony or
terrace improvement or the continuous parking in a fire lane. If an Owner is determined as
having a continuing violation, in accordance with the terms of this Policy, such Owner may be
subject to a daily fine of $100.00 following a notice and opportunity for a hearing as set forth
above. The Board need not issue a separate notice or have a separate hearing for each day of a
continuous violation. The amount of the fine shall be established by the Executive Director.
Violators and Owners shall pay any fine imposed within 5 business days after notice is given of
such fine.

M. Waiver of Fines. The Board may waive all, or any portion, of the fines if| in its sole
discretion, such waiver is appropriate under the circumstances. Additionally, the Board may
condition waiver of the entire fine, or any portion thereof, upon the Violator coming into and
staying in compliance with the Association Documents.

N. Other Enforcement Means. This fine schedule and enforcement process is adopted in
addition to all other enforcement means which are available to the Association through the
Governing Documents and Colorado law. The use of this process does not preclude the
Association from using any other enforcement means, and any alleged violation of any
covenant or rule may be turned over to the Association’s attorney to take appropriate legal
action at the Board’s or the Executive Director’s discretion.

0. Attorney Fees. An Owner will be responsible for reasonable attorneys’ fees and costs
incurred by the Association incident to the violation of any provision of the Governing
Documents by such Owner or any occupant in that Owner’s Unit.



IV. BOARD CONFLICT OF INTEREST POLICY

A. General. The Board shall use its best efforts at all times to make decisions that are
consistent with high principles, and to protect and enhance the value of The Neighbourhoods at
Keystone. All members of the Board shall exercise their powers and duties in good faith and in
the best interest of, and with utmost loyalty to, the Association in accordance with this Board
Conflict of Interest Policy.

B. Conflicting Interest Transaction. A “conflicting interest transaction” means a contract,
transaction, or other financial relationship between:

1. the Association and a member of the Board (a “Director™), or

2. the Association and an entity in which a Director is a director or officer or has a
financial interest, or

3. the Association and a party related to a Director. A “party related to a Director”
shall mean a spouse, a descendent, an ancestor, a sibling, the spouse or descendent of a sibling,
an estate or trust in which a Director, or a party related to a Director, has a beneficial interest, or
an entity in which a party related to a Director is a director, officer, or has a financial interest.

C. Approval or Ratification of Conflicting Interest Transactions. No conflicting interest
transaction shall be void or voidable or be enjoined, set aside, or give rise to an award of
damages or other sanctions in a proceeding by an Owner or by or in the right of the
Association, solely because the conflicting interest transaction involves a Director or a party
related to a Director or an entity in which a Director is a director or officer or has a financial
interest or solely because the Director is present at or participates in the meeting of the Board or
of any committee of the Board that authorizes, approves, or ratifies the conflicting interest
transaction or solely because the Director’s vote is counted for such purpose if:

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

2. the material facts as to the Director’s relationship or interest and as to the
conflicting interest transaction are disclosed or are known to the Owners entitled to vote
thereon, and the conflicting interest transaction is specifically authorized, approved, or ratified
in good faith by a vote of the Owners entitled to vote thereon; or

3. the conflicting interest transaction is fair to the Association.

D. Quorum Includes Interested Director. Interested Directors may be counted in
determining the presence of a quorum at a meeting of the Board or of a committee of the Board
which authorizes, approves, or ratifies a conflicting interest transaction.



E. Loans. No loans shall be made by the Association to its Directors or Officers. Any
Director or Officer who assents to or participates in the making of any such loan shall be liable
to the Association for the amount of such loan until the repayment thereof.

F. Yearly Review. The Board will review this Board Conflict of Interest Policy annually,
and at that time, will propose any changes deemed necessary to ensure conflicts of interest and
conflicting interest transactions are handled appropriately.



V. CONDUCT OF MEETINGS

A. Owner Meetings. Meetings of the Owners of the Association shall be called pursuant to
the Bylaws of the Association.

1. Notice.

a. In addition to any notice required in the Bylaws, notice of any meeting of
the Owners shall be conspicuously posted within the office of the Association at least 7
calendar days prior to each such meeting, or as may otherwise be required by Colorado law.
The Association shall also post notice on its website of all meetings. The notice shall state the
time and place of the meeting and the items on the agenda, including the general nature of any
proposed amendment to the Declaration or Bylaws, any budget changes, and any proposal to
remove an officer or Board Member.

b. If any Owner has requested that the Association provide notice via email
and has provided the Association with an email address, the Association shall, if it has such
capability, send notice of all Owner meetings to such Owner at the email address provided at
least 24 hours prior to any such meeting.

2. Conduct. All Owner meetings shall be governed by the following rules of
conduct and order:

a. The President of the Association or Board designee shall chair all Owner
meetings.

b. All Owners and persons who attend a meeting of the Owners will sign in,
present any proxies and receive ballots as appropriate. (See section below regarding voting)

c. Anyone wishing to speak must first be recognized by the Chair.

d. Only one person may speak at a time.

€. Each person who speaks shall first state his or her name and Unit
address.

f. Any person who is represented at the meeting by another person, as

indicated by a written instrument, will be permitted to have such person speak for him/her.

g. Those addressing the meeting shall be permitted to speak without
interruption from anyone as long as these rules are followed.

h. Comments are to be offered in a civilized manner and without profanity
or personal attacks. Comments are to be relevant to the purpose of the meeting.

i. Each person shall be given up to a maximum of three minutes to make a
statement or to ask questions. The Board may decide whether or not to answer questions during
the meeting. Each person may only speak once. Yielding of time by a speaker to another



individual shall not be permitted. Such time limit may be increased or decreased by the Chair,
but shall be uniform for all persons addressing the meeting

J- All actions and/or decisions will require a first and second motion.

k. Once a vote has been taken, there will be no further discussion regarding
that topic.

1. Minutes of actions taken shall be kept by the Association.

m. Anyone disrupting the meeting, as determined by the Chair, shall be
asked to “come to order.” Anyone who does not come to order will be requested to immediately
leave the meeting.

n. The Chair may establish such additional rules of order as may be
necessary from time to time.

3. Voting. All votes taken at Owner meetings shall be taken as follows:

a. All contested elections of Board Members shall be conducted by secret
ballot. Each Owner entitled to vote pursuant to the Bylaws shall receive a ballot. The results of
a vote taken by secret ballot shall be reported without reference to the names, addresses, or
other identifying information of unit owners participating in such vote. In the event an Owner
holds a proxy for another Owner, upon presentation of such proxy to the Secretary of the
Association or the Secretary’s designee, the Owner shall receive a secret ballot to cast the vote
of the Owner who provided the proxy. The proxy shall be kept and retained by the Association.

b. All other votes taken at a meeting of the Owners shall be taken in such
method as determined by the Board including acclamation, by hand, by voice or by ballot,
unless otherwise required by law. Secret ballots shall be mandatory upon a vote of 20% of a
quorum of Owners.

c. Written ballots shall be counted by a neutral third party or by a
committee of volunteers. Such volunteers shall be Owners who are selected or appointed at an
open meeting, in a fair manner, by the chair of the meeting. The volunteers shall not be Board
Members and, in the case of a contested election for a Board position, shall not be candidates.
For the purposes of this paragraph, Association staff are considered neutral third parties and
shall count and report all written ballots, proxies and votes, unless objected to by a vote of 20%
of a quorum of Owners or the Board otherwise directs.

d. The individual(s) counting the ballots shall report the results of the vote
to the Chair by indicating how many votes were cast for each individual or how many votes
were cast in favor and against any issue.

4, Proxies.

a. Written or electronically transmitted fax or e-mail proxies may be given
by any Owner as allowed by C.R.S. 7-127-203.



b. All proxies shall be reviewed by the Association’s Secretary or designee
as to the following:

i. Validity of the signature
ii. Signatory’s authority to sign for the Owner

iii. Authority of the Owner to vote

iv. Conflicting proxies
V. Expiration of the proxy.
B. Board Meetings. Meetings of the Board of the Association shall be called pursuant to
the Bylaws of the Association.
1. Conduct.
a. All Board meetings shall be governed by the following rules of conduct:.
i. The President of the Association, or designee, shall chair all

Board meetings.

ii. All persons attending a meeting of the Board shall be required to
sign in, listing their name and Unit address.

iii. All Owners or their representative will be given an opportunity to
speak as to any matter or ask questions of the Board during the Owner Forum at the beginning
of the meeting. Any Owner or their representative wishing to speak during the Owner Forum
shall so indicate so at the time of sign in.

iv. Anyone desiring to speak shall first be recognized by the Chair.
V. Only one person may speak at a time.

vi. Each person speaking shall first state his or her name and Unit
address.

vii.  Any person who is represented at the meeting by another person
as indicated by a written instrument shall be permitted to have such person speak for them.

viii.  Those addressing the Board shall be permitted to speak without
interruption from anyone as long as these rules are followed.

iX. Comments are to be offered in a civilized manner and without
profanity, personal attacks or shouting. Comments are to be relevant to the purpose of the
meeting or issue at hand.



X. Each person shall be given up to a maximum of three minutes to
speak or to ask questions, although questions may not be answered until a later date. Each
person may only speak once during the Owner forum and once on any other issue prior to a
vote by the Board on such issue. Yielding of time by a speaker to another individual shall not
be permitted. Such time limit may be increased or decreased by the Chair but shall be uniform
for all persons addressing the meeting.

Xi. Minutes of actions taken shall be kept by the Association.

xii.  Anyone disrupting the meeting, as determined by the Chair, shall
be asked to “come to order.” Anyone who does not come to order shall be requested to
immediately leave the meeting.

2. Owner Input. After a motion and second has been made on any matter to be
discussed, but prior to a vote by the Board, Owners present at such time shall be afforded an
opportunity to speak on the motion as follows:

a. The Chair will ask those Owners present to indicate by a show of hands
who wishes to speak in favor or against the motion. The Chair will then determine a reasonable
number of persons who will be permitted to speak in favor of and against the motion and for
how long each person will be permitted to speak. The Chair shall also announce the procedure
for who shall be permitted to speak if not everyone desiring to speak will be permitted to speak.

b. Following Owner input, the Chair will declare Owner input closed and
there shall be no further Owner participation on the motion at hand unless a majority of the
Board votes to open the discussion to further Owner participation.



VI. ADOPTION OF RULES, POLICIES, PROCEDURES OR GUIDELINES

A. Scope. Under the Declaration and Act, the Board may, from time to time, adopt rules,
policies, procedures or guidelines for the regulation and management of The Neighbourhoods at
Keystone and its Common Elements, including the clarification of ambiguous provisions in
other documents, or as may be required by law.

Additionally, the Design Review Board is required to adopt rules and regulations
governing the operation of such board, a copy of which must be filed with the Executive
Director, which rules must be followed by all Owners coming before the Design Review Board.

In order to encourage Owner participation in the development of such rules and to
insure that such rules are necessary and properly organized, any board adopting a rule shall
follow the procedures set forth below.

B. Drafting Procedure. The following shall be considered in drafting any rule:

1. Whether the Governing Documents or Colorado law grants the Board the
authority to adopt such a rule.

2. Does the rule make sense?

3. [s this the least restrictive way to approach the issue?
4, Is this rule still needed?

5. Does it address a current problem?

6. Is it acceptable to residents?

7. Is the rule enforceable?

C. Notice and Adoption. When the Board or Design Review Board has prepared a rule it
desires to adopt, it shall provide notice of such rule to the Owners by including reference to
such rule in the agenda for any regular or special meeting of such board, and a copy of the rule
shall be provided to any Owner requesting such document. At the meeting referenced in the
agenda, or at a subsequent meeting to which consideration of the proposed rule is continued, the
board may adopt the rule upon the affirmative vote of the majority of the board Owners present.
A rule may only be adopted at a regular or special meeting, or after a board goes back into
regular session after executive session. No rule may be adopted during executive session.




VIII. DISPUTE RESOLUTION AND LIMITATION ON LITIGATION

The Association and its officers, directors, and committee members, all Owners and
persons subject to the Declaration and any person not otherwise subject to this Declaration who
agrees to submit to this policy (collectively, “Bound Parties™), agree that it is in the best interest
of all concerned to encourage the amicable resolution of disputes involving The
Neighbourhoods at Keystone without the emotional and financial costs of litigation.
Accordingly, each Bound Party may not file suit in any court with respect to a Claim described
below unless and until it has first submitted such Claim to the alternative dispute resolution
procedures set forth below and engaged in a good faith effort to resolve such Claim.

A. Claim. As used in this policy, the term “Claim” refers to any claim, grievance, or
dispute arising out of or relating to:

1. The interpretation, application, or enforcement of the Governing Documents;

2. The rights, obligations and duties of any Bound Party under the Governing
Documents; or

3. The design, modification or construction of improvements within The
Neighbourhoods at Keystone, other than matters of aesthetic judgment, which shall not be
subject to review.

B. Exceptions. Notwithstanding the foregoing, the following shall not be considered
“Claim” unless all parties to the matter otherwise agree to submit the matter to the procedures
set forth below:

1. Any suit by the Association to collect assessments or other amounts due from
any current or prior Owner or occupant;

2. Any suit by the Association to obtain a temporary restraining order (or
emergency equitable relief) and such ancillary relief as the Court may deem necessary in order
to maintain the status quo and preserve the Association’s ability to enforce the provisions of the
Governing Documents;

3. Any suit between Owners, which does not include the Association as a party, if
such suit asserts only claims that would constitute a cause of action independent of the
Governing Documents;

4. Any suit in which any indispensable party is not a Bound Party;

5. Any suit as to which any applicable statute of limitations would expire within 60
calendar days of giving the Notice required herein to assert a claim, unless the party or parties
against whom the claim is made agree to toll the statute of limitations as to such claim for such
period as may reasonably be necessary to comply with this Policy; and

6. Any action commenced by the Association to enforce any actual or alleged
covenant or rule violation by an Owner or occupant.



C. Dispute Resolution Procedures.

I. Notice. The Bound Party asserting a Claim (“Claimant™) against another Bound
Party (“Respondent”) shall give written notice to each Respondent and to the Board stating
plainly and concisely:

a. the nature of the Claim, including the Persons involved and the
Respondent’s role in the Claim;

b. the legal basis of the Claim (i.e. the specific authority out of which the
Claim arises);

c. the Claimant’s proposed resolution or remedy; and

d. the Claimant’s desire to meet with the Respondent to discuss in good
faith ways to resolve the Claim.

2. Negotiation. The Claimant and Respondent shall make every reasonable effort
to meet in person and confer for the purpose of resolving the Claim by good faith negotiation. If
requested in writing, accompanied by a copy of the Notice, the Board may appoint a
representative to assist the parties in negotiating a resolution of the Claim.

3. Mediation. If the parties have not resolved the Claim through negotiation within
30 calendar days of the date of the notice described in subsection 1 above (or within such other
period as the parties may agree upon), the Claimant shall have 30 additional calendar days to
submit the Claim to mediation with an entity designated by the Association (if the Association
is not a party to the Claim) or to an independent agency providing dispute resolution services in
Colorado. If the Claimant does not submit the Claim to mediation within such time, or does not
appear for the mediation when scheduled, the Claimant shall be deemed to have waived the
Claim, and the Respondent shall be relieved of any and all liability to the Claimant (but not
third parties) on account of such Claim.

If the Parties do not settle the Claim within 30 calendar days after submission of the
matter to mediation, the mediator shall issue a notice of termination of the mediation
proceedings indicating that the parties are at an impasse and the date that mediation was
terminated. The Claimant shall thereafter be entitled to file suit or to initiate administrative
proceedings on the Claim, as appropriate.

Each Party shall bear its own costs of the mediation, including attorneys’ fees and each
Party shall share equally all fees charged by the mediator.

4, Settlement. Any settlement of the Claim through negotiation or mediation shall
be documented in writing and signed by the parties. If any party thereafter fails to abide by the
terms of such agreement, then any other party may file suit or initiate administrative
proceedings to enforce such agreement without the need to again comply with the procedures
set forth in this Section. In the event, the party taking action to enforce the agreement or award
shall, upon prevailing, be entitled to recover from the non-complying party (or if more than one



non-complying party, from all such parties in equal proportions) all costs incurred in enforcing
such agreement or award, including, without limitation, attorneys’ fees and court costs.

5. Litigation - Attorney Fees. If a lawsuit is initiated to enforce or defend any
provision of Act or the Governing Documents, the court shall award the prevailing party
reasonable attorneys’ fees and costs of collection. If a Unit Owner prevails in any civil action,
the Association may not assess the successful litigant for attorney fees or costs incurred by the
Association.




THE KEYSTONE NEIGHBOURHOOD COMPANY, INC.
EXECUTIVE BOARD
RESOLUTION
COLLECTION OF UNPAID ASSESSMENTS

June 25, 2009

The Executive Board of The Keystone Neighbourhood Company, Inc., a Colorado nonprofit
corporation (the "KNC"), hereby approves and adopts the following Resolution:

RESOLVED, that the following Policy of KNC related to Collection of Unpaid Assessmenls is
hereby adopted and ratilied:

1. Due Dates. The annual assessment as determined by KNC and as allowed for in the
Declaration shall be due and payable in full thirty (30) days after invoice to the Members by KNC.
Assessments or other charges not paid in full to KNC on or before the duc date shall be considered past
due and delinquent. Assessments or other charges not paid in full to KNC when due shall incur interest as
provided below.

2. Receipt Date. KNC shall post payments on the day that the payment is received by KNC.
3. Late Charges on Delinquent Installments. KNC shall impose interest from the date due at

the rate of 18% per annum on the amount owed for each Member who [ails (o timely pay their installment
of the annual assessment within 30 days of the due date.

4. Personal Obligation for Late Charges. The intercst charged on a delinquent assessment
shall be the personal obligation of the Member(s) of the unit for which such assessment or installment is
unpaid. All late charges shall be due and payable immediately, without notice, in the manner provided by
the Declaration (and as set forth herein) for payment of asscssments.

5. Return Check Charges. In addition to any and all charges imposed under the Declaration,
Articles of Incorporation and Bylaws, the Rules and Regulations of KNC or this Resolution, a reasonable
fee, not to exceed $40.00, shall be assessed against a Member in the event any check or other instrument
attributable to or payable for the benefit of such Member is not honored by the bank or is returned by the
bank for any reason whatsoever, including but not limited to insufficient funds. This returned check
charge shall be a default assessment for cach Member who tenders payment by check or other instrument
that is not honored by the bank upon which it is drawn. Such return check charge shall be due and payable
immediately, upon demand. Notwithstanding this provision, KNC shall be entitled to all additional
remedies as may be provided by applicable law. Returned check charges shall be the obligation of the
Member(s) of the unit for which payment was tendered 1o KNC. Returned check charges shall become
cffective on any instrument tendered to KNC for payment of sums due under the Declaration, Articles,
Bylaws, Rules and Regulations or this Resolution afier the cffective date of this Resolution. This return
check charge shall be in addition to any late fees or interest incurred by a Member. Any rcturned check
shall cause an account to be past due if full payment of the installment of the annual assessment is not
timely made within 30 days of the due date.

6. Altorney Fees on Delinquent Accounts. As an additional expense permitied under the
Declaration and by Colorado law, KNC shall be entitled to recover its reasonable attorney fees and
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collection costs incurred in the collection of assessments or other charges due KNC from a delinquent
Member. The reasonable attorney fees incurred by KNC shall be due and payable immediately when
incurred, upon demand.

7. Application of Payments. All payments received on account of any Mcmber, shall be
applied to payment of any and all legal fees and costs (including attorney Ices), expenses of enforcement
and collection, late charges, returned check charges, lien fees, and other costs owing or incurred with
respect to such Member pursuant to the Declaration, Arlicles, Bylaws, Rules and Regulations, or this
Resolution, prior to application of the payment to any special or regular assessments duc or to become
due with respect to such Member.

8. Collection Process.

(a) Alter an installment of an annual assessment or other charges due to KNC
becomes more than 30 days delinquent, the manager shall send a written notice (“First Notice”)
of non-payment, amount past due, notice that interest has accrued and request for immediate
payment,

(b) Aficr an installment of an annual assessment or other charges due to KNC
becomes more than 60 days delinquent, the manager shall send a second written notice (“Sccond
Notice”) ol non-payment, amount past due, notice that interest has accrucd, notice of intent to file
a lien statement and request for immediate payment.

(c) Afier an installment of an annual assessment or other charges due to KNC
becomes more than 90 days delinquent, the manager shall file a lien and send a letter to the
delinquent Member demanding immediate payment for past due assessments or other charges
due.

() Upon further review by the board, KNC’s attorney may file a lawsuit. If a
Judgment or decree is obtaincd, including without limitation a foreclosure action, such judgment
or decree shall include reasonable attorney’s fees together with the cost of the action and any
applicable interest and late fees.

(e) In addition to the steps outlined above, KNC may elect to suspend the voling
rights ofany Member whose account is past due at the time of such voting.

9. Certificate of Status of Assessment. KNC shall furnish to a Member or such Member’s
designee upon written request, first class postage prepaid, return receipt, to KNC’s agent, a written
statement setting forth the amount of unpaid assessments currently levied against such Member’s property
for a $50.00 fee.

10. Bankruptcies and Foreclosures. Upon receipt of any notice of a bankruptcy filing by a
Member, or upon receipt of a notice of a foreclosure by any holder of an encumbrance against any unit
within KNC, the manager shall notify KNC’s attorney of the same and turn the account over to KNC’s
attorney, if appropriate.

Il Judicial Forcclosure. KNC may choose to foreclose on its lien in lieu of or in addition to
suing a Member for a money judgment. The purposc ol foreclosing is to obtain payment of all
assessments owing in situations where cither a moncy Judgment lawsuit has been or is likely to be
unsuceessful or other circumstances favor such action.
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12. Waivers. KNC is hereby authorized to extend the time for the filing of lawsuits and liens,
or to otherwise modify the procedures contained herein, as the Executive Board shall determine
appropriate under the circumstances.

13. Defenses. Failure of KNC (o comply with any provision in this Policy shall not be
deemed a defense to payment of assessment fees or other charges, late charges, return check charges,
atlorney fecs and/or costs as described and imposed by this Policy.

14, Delinitions. Unless otherwise defined in this Resolution, initially capitalized or terms
defined in the Declaration and Bylaws shall have the same meaning herein.

15. Supplement to Law. The provisions of this Resolution shall be in addition to and in
supplement of the terms and provisions of the Declaration, Bylaws, and the law of the State of Colorado
governing The Neighbourhoods at Keystone.

16. Deviations. The Board may deviate [rom the procedures set forth in this Resolution if in
its sole discretion such deviation is reasonable under the circumstances.

CERTIFICATION

I, the undersigned, do hereby certify:

That T am a duly elected and acting President of The Keystone Neighbourhood Company, Inc., a
Colorado nonprofit corporation; and

That the foregoing Resolution was duly adopted by action of the Executive Board of The Keystone
Neighbourhood Company, Inc. at its meeting held on June 25, 2009, at which a quorum was present.

e

Pat C)mpbcll, Pre%cLe—Xl

Dated: July 22, 2009.
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