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DECILLARATION OF CO;\‘\V’*ENANTS. CONDITIONS, RESTRICTIONS AND
EASEMENTS OF COTTAGE ACRES HOMEQWNERS ASSOCIATION
Pl

THIS DECLARATION (the “Dg’élaration”) is made and entered into by WC — Sterling
LLC, a Delaware limited liability comgaﬁv for convenience hereinafier referred 10 as the

“Declarant.” /%
&
ARTIGBE |
N
)
RECIT A/S?@
Y
Declarant is the record title holder of the real e/s-f ate legally described on Exhibit “A”
attached hereto and made a part hereof. @
ZA

Said real estate (hereinafter referred to as the “Real Estate ) is currently improved with
thirty-two (32) duplex residential buildings containing two unit§ per;bmldmtr or sixty-four (64)
residential dwelling units (“Dwelling Units™ and individually a * Dwellmg Unit”) and one (1)
residential building containing four (4) fourplex residential Dwelling Umt’\for a total of sixty-eight
{68) Dwelling Units called the “Cottage Acres”. The Cottage Acres deve!opmcnt is hereinafter

somelimes referred to as the “Cottage Acres Community™,
O

All owners and occupants of the Dwelling Units will benefit from'§h#.creation of a
homeowners association which will assume all maintenance obligations relativ (o\the Common
Area (hereinafter defined), the landscaping ofthe Common Area and Lots (hcremaﬁerjdefned) and
the exterior of the Dwelling Units, as provided for in this Declaration. The Declarant has»%lectcd to
declare that the Real Estate is and shall be transferred, held, sold, conveyed and accepted subject to
this Declaration. The Declarant does hereby further declare that the following easements, covéhiants.
restrictions, conditions and burdens, uses, privileges, charges and liens contained in this Declarag/c}n
shall: (1) exist ar all times hereinafter amongst the several Owners (hereinafier defined),
Mortgagees (hereinafter defined), occupants and all other parties having or acquired right, title ofg®
interest in any portions of the Real Estate; (2) be binding on and inure to the benefit of each Owner:
and (3) run with the land subjected to this Declaration, to be held, sold and conveyed subject thereto.

The Cottage Acres Community shall comply with laws and ordinances of the City of
Sterling, llinois.
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Prior to the conveyance of all of the Dwelling Units to independent third parties, the
Declarant shall retain certain rights set forth in this Declaration, which rights shall include, without
limitation, the right prior to the Turnover Date (hercinafter defined) to appoint all members of the
Board (hereinafter defined) and the right to enter upon the Cottage Acres Community in connection
with Declarant's efforts to complete the transfer of title to the Dwelling Units to third parties.

Declarant has heretofore executed a certain Declaration of Easements, Covenants,
Conditions, and Restrictions ("Cross Easement Agreement") to which the Real Estate, this
Declaration, the Association (hereinafter defined) and the Owners are subject, which Cross
Easement Agreement has been previously recorded.

ARTICLE It
DEFINITIONS

For purposes of brevity certain terms and words used in this Declaration are defined as
follows:

2.01.  Association. Cottage Acres Homeowners Association, an Illinois not-for-profit
corporation, its successors and assigns.

2.02. Board. The Board of Directors of the Association as constituted at any time or from
time to time in accordance with the applicable provisions of Article IV and the Bylaws.

2.03. Bvlaws. The Bylaws of the Association attached hereto and incorporated herein as
Exhibit "B".

2.04. Capital Reserve. The funds segregated by the Association in a special reserve
account, the use of which is limited to the making of capital expenditures.

2.05. Charges. The Maintenance Assessment, any special assessment levied by the
Association and/or any special charges or payments which an Owner is required to pay or for which
an Owner is liable under this Declaration and the Bylaws.

2.06. Common Area. The portions of the Real Estate which are not Lots, including but not
limited to, private streets, if any, common sidewalks, water service lines, sanitary sewers and storm
sewers to the point of connection with the main lines and sewers, and detention ponds. The
maintenance, repair, improvement, use, enjoyment and operation of all ofthe Common Area shall be
in accordance with the terms and provisions of this Declaration.

2.07. Declaration. This instrument with all exhibits hereto, as amended or supplemented
from time to time.

2.08. Dwelling Unit. A residential housing unit consisting of a group of rooms (including
the Dwelling Unit Exterior) which may be attached to one or more other Dwelling Units by common
party walls and which is designed or intended for the exclusive use as living quarters for one Family
as constructed by the Declarant and the parcel of real estate upon which the Dwelling Unit is
constructed.
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2.09. Dwelling Unit Exterior. The roof, foundation and outer surfaces of exterior walls, but
specifically excluding all windows, window hardware, doors, garage doors, door hardware, screens,
decks, patios, Private Gardens (if any).

2.10. Eligible Mortgage Holder. Each holder of a first mortgage on a Lot that has
requested in writing that the Association notify it of any proposed action that requires consent of a
specified percentage of mortgage holders.

2.11. Exterior Walls. The exterior walls of a Dwelling Unit from the most outside portion
of said exterior wall running through but not including the exterior side of the drywall, but not
including any plumbing or electrical equipment servicing only one Dwelling Unit.

2.12. Family. One or more persons each related to the other by blood, marriage, or legal
adoption, or a group of not more than three (3) persons not all so related, together with his or their
domestic caregivers, maintaining a common household in a Dwelling Unit, or as otherwise defined
from time to time in the City of Sterling zoning code or municipal code.

2.13.  Lots. Any ofthe sixty-eight (68) legally described parcels of real estate upon which
a Dwelling Unit has been, or may in the future be, constructed upon. Fach parcel of real estate,
whether or not improved, is a Lot hereunder. The precise legal description of the real estate which
makes up each Lot shall be set forth in the deed which conveys the Lot from the Declarant to the
first third party grantee of such Lot.

2.14. Maintenance Assessment. The amounts which the Association shall assess and
collect from the Owners to pay the Operating Expenses and accumulate reserves for such expenses,
as more fully described in Article VII.

2.15. Material Amendment. Any amendment to the Declaration, By-Laws or the
Association's articles of incorporation that would change any of the following in a manner other than
as expressly provided herein: voting rights in the Association; assessments, assessment liens, or
subordination of assessment liens; reserves for maintenance, operation, repair and replacement of the
Common Areas, portions of the Lots, and Dwelling Unit Exteriors, as set forth herein; responsibility
for the maintenance, operation, repair and replacement of the Common Areas, portions of the Lots,
and Dwelling Unit Exteriors; boundaries of any Lot; or the addition, annexation or withdrawal of
real estate from the Real Estate; insurance or fidelity bonds; leasing of Dwelling Units; imposition
of any restrictions on an Owner's right to sell or transfer his or her Dwelling Unit; a decision by the
Association to establish self-management when professional management had previously been
required by an Eligible Mortgage Holder; requirements for the restoration or repair of the Real
Estate; termination of the legal status of the Association or the Real Estate following substantial
destruction or condemnation; or any provisions that expressly benefit holders, insurers or guarantors
of mortgages secured by portions of the Real Estate.

2.16. Mortgagee. The holder of a bona fide first mortgage, first trust deed or equivalent
security interest in a Dwelling Unit.

2.17. Operating Expenses. The expenses of administration (including, but not limited to,
management and professional services of the Association, common insurance for any Common
Areas and landscaping of Common Areas and Lots, if any; to the extent set forth herein, operation,
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maintenance, repair and replacement of Dwelling Unit Exteriors (as hereinafter defined); the cost
and expense incurred for the maintenance, repair and replacement of personal property acquired and
used by the Association in connection with its obligations relating to the Common Areas and Lots
and maintenance of the Dwelling Unit Exteriors; any expenses specifically designated as Operating
Expenses by this Declaration; charges, assessments or amounts that any “Owner” as that term is
used and defined in the Cross Easement Agreement, is required to pay pursuant to the terms of the
Cross Easement Agreement, and any other expenses lawfully incurred by the Association for the
common benefit of all of the Owners.

2.18. Owner. The person or persons whose estates or interests individually or collectively
aggregate fee simple absolute ownership of a Lot. “Owner” shall also include any beneficiary of a
trust, sharcholder of a corporation, member of a limited liability company, or partner of a partnership
holding legal title to a Lot.

2.19. Person. A natural individual, corporation, partnership, trustee or other legal entity
capable of holding title to real estate,

2.20.  Private Garden. A portion of an Owner's Lot, which may be designated by the
Board, in its sole discretion, as suitable for the personal use of the Owner of such Lot for purposes of
a flower garden or other related purpose, subject to the terms and conditions of this Declaration, and
all rules and regulations promulgated thereunder, and the approval of the Board.

2.21. Real Estate. The certain rcal estate described in Exhibit "A" and such additions
thereto as may hereafter be brought within the jurisdiction of the Association.

2.22. Transifion Period. The period commencing with the filing of this Declaration and
ending on the Turnover Date as more fully set forth herein.

2.23. Tumover Date. The date on which the rights of the Declarant to designate the
members of the Board are terminated under Section 4.04(b).

2.24. Voting Member. The individual who shall be entitled to vote in person or by proxy in
meetings of the Owners as more fully set forth in the Bylaws.

ARTICLE i

SCOPE OF DECLARATION

3.01. Property Subject fo Declaration. Declarant, as the owner of fee simple title to the
Real Estate, expressly intends to and by the recording of this Declaration does hereby subject the
Real Estate to the provisions of this Declaration.

3.02. Declaration to Run with Real Estate. All of the rights, benefits and privileges, and all
of the restrictions, conditions, easements, reservations, covenants, liens and charges granted, created,
reserved or declared by this Declaration, shall be deemed to be covenants appurtenant running with
the land, and, so long as the Real Estate is subject to the provisions of this Declaration, shall remain
in full force and effect, and inure to the benefit of and be binding upon the undersigned, its
successors and assigns and upon any person having an interest or estate in the Real Estate or any
Dwelling Unit.
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3.03. Conveyance Subject to Declaration and Cross Easement Agreement. Deeds of
conveyance, trust deeds and other instruments that create or memorialize an interest or estate in the
Real Estate or any Dwelling Unit, including (without limitation) those that create or record mortgage
or lien interests, shall, irrespective of whether such instruments make reference to this Declaration or
to the Cross Easement Agreement, be subject thereto as fully and completely as would be the case
were this Declaration set forth in its entirety in such instrument.

3.04. Lot Conveyance. Once a Lot has been conveyed by the Declarant to a third party
grantee, any subsequent conveyance or transfer of ownership of such Lot shall be of the entire Lot
and there shall be no conveyance or transfer of a portion of a Lot without the prior written consent of
the Board.

3.05 Common Area. The Common Area shall consist of all portions of the Real Estate
described in Section 2.06 above which are not designated as Lots. In addition, without limiting the
generality of the foregoing, the Common Area shall include the roads, if any, private drives, if any,
and such other facilities, amenities, features and related improvements as Declarant may cause to be
constructed within the Real Estate and any property designated as “Common Area” by an
amendment to this Declaration describing such added “Common Area”. The Common Area is
intended to be for the non-exclusive mutual use and enjoyment of all Owners and, in certain
instances, such as with respect to any roads and private drives, the non-exclusive use and enjoyment
of others.

3.06 Improvement ofthe Common Area. Declarant may cause to be constructed, installed
and/or located upon the Common Area such roadways, driveways or portions thereof and private
streets as shall be necessary to provide ingress and egress to and from the Lots for the use and
benefit of the Owners and their guests and invitees, and such landscaping, sprinkler systems, other
private strects, street lights and street lighting systems, walkways, paths, and such storm water
retention or detention basins, water service lines, sanitary and storm sewers and other facilities, all as
Declarant shall, from time to time, in its sole discretion, determine to be necessary, desirable or
appropriate, or to be required by the governmental laws, ordinances or regulations as shall be in
effect during, and applicable to, the operation of the Real Estate. In addition, Declarant shall have
the right, but shall not be obligated, to cause to be constructed, installed or located upon the
Common Area such spaces for the parking of motor vehicles and other improvements of facilities
designed to be for the benefit of the Owners, all as Declarant shall, from time to time in its sole
discretion, determine to be necessary, appropriate or desirable or required by governmental laws,
ordinances or regulations as shall be in effect during, and applicable to, the operation of the Real
Estate. The Association shall have the right, subject to obtaining the approval of a majority of its
members, to improve further the Common Area in a manner consistent with the intent and purpose
of this Declaration.

3.07 Transfer of Common Area. Declarant hereby covenants for itself, its successors and
assigns that it intends to convey fee simple title to the Common Area to the Association
immediately following recordation of the Declaration but in no event later than ninety (90) days
after the Tumover Date; subject, however, to such rights in the Common Area as Declarant has
expressly reserved in this Declaration, or shall expressly reserve in the instrument conveying the
Common Area to the Association. Notwithstanding the foregoing, Declarant may, and does hereby
reserve the right to, convey fee simple title to the Common Area to the Association at any time prior
to the Turnover Date.
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ARTICLE IV

ADMINISTRATION

4.01.  Association. Declarant shall, prior to the consummation of the conveyance of the
first Lot, cause to be incorporated a not-for-profit corporation under the General Not For Profit
Corporation Act of the State of Illinois to be called "Cottage Aeres Homeowners Association”,
which corporation (the "Association") shall be a governing body for all the Owners as provided
herein. Every Owner shall, without exception, be a member of the Association. There will be one
membership per Lot. Membership shall be appurtenant to and may not be separated from ownership
of'a Lot. Ownership of'a Lot shall be the sole qualification for membership. Membership shall
automatically terminate upon the sale, transfer or other disposition by such member of his or her Lot,
at which time the new Owner shall automatically become a member therein.

The Association shall be given written notice of the change of ownership ofa Lot by the then
current Owner within thirty (30) days after such change.

4.02. Board of Directors. The direction and administration of the Association shall be
vested in its Board of Directors (the "Board"). The Board shall consist of those persons who shall
be designated or elected in the manner hereinafter provided. Subject to the right of the Declarant to
designate Board members prior to the Turnover Date, each member of the Board shall be one of the
Owners, a spouse of an Owner, or a child of an Owner who is over the age of eighteen; provided,
however, that in the event an Owner is a corporation, partnership, limited liability company, trust or
other legal entity other than a natural person or persons, then any officer, director or other designated
agent of such corporation, member of a limited liability company, any partner or other designated
agent of such trust or manager of such other legal entity, shall be eligible to serve as a member of the
Board.

4.03. Voting Rights. There shall be one person (and only one person) with respect to each
Lot who shall be entitled to vote at any meeting of the Owners. Such person shall be known and
hereinafter referred to as a "Voting Member". Such Voting Member may be the Owner or one of
the group comprising all the Owners of a Lot, or may be some person designated by such Owner or
Owners to act as proxy on his or their behalf and who need not be an Owner. Such designation shall
be made in writing to the Board and shall be revocable at any time by actual notice to the Board of
the death or judicially declared incompetence of any designator, or by written notice to the Board by
the Owner or Owners. Any or all of such Owners may be present at any meeting of the Voting
Members and (those constituting a group, when acting unanimously) may vote or take any other
action as a Voting Member either in person or by proxy. Declarant shall be the Voting Member with
respect to any and all Lots owned by the Declarant.

4.04. Meetings.

(a) Meetings of the Voting Members shall be held at the Real Estate or at such
other place in Whiteside County, Illinois, as may be designated in any notice of a meeting.
At any meeting of the Voting Members, the presence in person or by proxy of the Voting
Members for at least fourteen (14) Lots shall constitute a quorum. Except as otherwise
required by the terms of this Declaration, any action may be taken at any meeting of the
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Voting Members at which a quorum is present upon the affirmative vote of a majority ofthe
Voting Members present in person or by proxy.

(b) The initial meeting of the Voting Members shall be held upon not less than
twenty-one¢ (21) nor more than thirty (30) days' written notice given by the Declarant on a
date not later than sixty (60) days after Declarant shall have consummated the sale of
seventy-five percent (75%) of the Lots or a date three (3) years after this Declaration is
recorded, whichever shall first occur, or such sooner time as may be designated by the
Declarant, and thereupon, the first Board consisting of Voting Members elected by Voting
Members shall be elected (the “Turnover Date™). Thereafier, there shall be an annual
meeting of the Voting Members on the first Tuesday of November following such initial
meeting, and on the first Tuesday of November of each succeeding year thereafter, at 7:30
p.m., or at such other reasonable time or date (not more than thirty (30) days before or after
such date) as may be designated by written notice of the Board delivered to the Voting
Members not less than ten (10) days prior to the date fixed for said meeting.

(c) Special meetings of the Voting Members may be called at any time for the
purpose of considering matters which, by the terms of this Declaration, require the approval
of all or some of the Voting Members, or for any other reasonable purpose. Said mectings
shall be called by written notice authorized by 2 majority of the Board or by not less than
one-fifth (1/5th) of the Voting Members and delivered not less than ten (10) days prior to the
date fixed for said meeting. The notices shall specify the date, time and place of the meeting
and the matters to be considered.

4.05. Notice of Meetings. Notices of meetings required to be given herein may be

delivered either personally or by mail or using the technology generally available at that time to the
persons entitled o vote thereat, addressed to each such person at the address given by him or her to
the Board for purpose of service of such notice, or to the Lot of the Owner with respect to which
such voting right appertains, if no address has been given to the Board.
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4.06. Election of Board Members.

(a) At their initial meeting, the Voting Members shall elect a full five-member
Board. In all elections for members of the Board, each Voting Member shail be entitled to
cast the number of votes equal to the number of Board members to be elected. Voting shall
be on a cumulative basis. The five (5) candidates receiving the highest number of votes shall
be deemed to be elected. Members of the Board elected at the initial meeting shall serve
until the first annual meeting. The three (3) persons receiving the highest number of votes at
the initial annual meeting shall be elected to the Board for a term of two (2) years each and
the next two (2) persons receiving the highest number of votes shall be elected to the Board
for a term of one (1) year each. Upon the expiration of the terms of office of the Board
members elected at the initial annoal meeting, and thereafier, successors shall be elected for
a term of one (1) year each. The Voting Members for at least two-thirds (2/3rds) of the
number of Lots may from time to time increase or decrease such number of persons on the
Board or may increase or decrease the term of office of Board members at any anmual or
special meeting, provided such number shall not be less than three (3), and that the terms of
at least one third (1/3) of the persons on the Board shall expire annually. Members of the
Board shall receive no compensation for their services, unless expressly allowed by the
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Board at the direction of the Voting Members for at least two-thirds (2/3rds) of the number
of Lots. Vacancies in the Board may be filled by the remaining Directors of the Board by a
two-thirds vote of the remaining Directors until the next annual meeting of the Members, or
until Voting Members holding at least 20% of the votes of the Association request a meeting
of the Members to fill the vacancy for the balance of the term. Except as otherwise provided
in this Declaration, the Association shall be managed by the Board and the Board shall act by
a majority vote of those present at its meetings when a quorum exists. Meetings of the
Board may be called, held and conducted in accordance with such resolutions as the Board
may adopt. A majority of the total number of members of the Board shall constitute a
quorum,

(b) The Board shall ¢lect from among its members a President who shall preside
over both its meetings and those of the Voting Members, and who shall be chief executive
officer of the Association; a Secretary who shall keep the minutes of all meetings of the
Board and of the Voting Members and who shall, in general, perform all the duties incident
to the office of Secretary; a Treasurer to keep the financial records and books of account and
who shall, in general, perform all the duties incident to the office of Treasurer; and such
additional officers as the Board shall see fit to elect.

{c) Any Board member elected by the Voting Members may be removed from
office by affirmative vote of the Voting Members of at least two-thirds (2/3rds) of the
number of Lots at any special meeting called for that purpose. A successor to fill the
unexpired term of a Board member removed may be elected by the Voting Members at the
same meeting or any subsequent meeting called for that purpose.

4.07.  General Powers ofthe Board. The Board shall have such power as shall be necessary
and appropriate to authorize, supervise and direct the performance by or on behalf of the Association
of the various duties and obligations imposed on the Association in this Declaration. Without
limiting the generality of the foregoing, the Board shall be responsible for and have the power and
authority to (i) purchase and pay for such materials, supplies, labor, service, and the like, as it deems
necessary in order to fulfill its obligations under this Declaration, including, without limitation, the
maintenance of the Common Areas and portions of the Lots, as set forth herein; (ii) pay charges,
assessments or amounts that the "Owner” of the “Residential Site”, as those terms are used and
defined in the Cross Easement Agreement, is required to pay pursuant to the terms of the Cross
Easement Agreement; and (iii) enter into agreements with governmental bodies to effectuate the
provisions of any Special Service Area enacted by the City of Sterling.

4.08. Execution of Instruments. All agreements, contracts, deeds, leases, vouchers for
payment of expenditures and other instruments shall be signed by such officer or officers, agent or
agents of the Association and in such manner as from time to time shall be determined by written
resolution of the Board. In the absence of such determination by the Board, such documents shall be
signed by the Treasurer and countersigned by the President.

4.09. Adoption of Rules and Regulations. The Board, without approval from any of the
Voting Members except as hereinafter set forth, may adopt such reasonable rules and regulations as
it may deem advisable for the repair, maintenance, conservation and beautification of the Common
Areas and the Lots, and for the health, comfort, safety and general welfare of the Owners. Written
notice of such rules and regulations shall be given to all Owners. Tf within thirty (30) days from the
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date of written notice to the Owners of the adoption of any such rule or regulation, the Voting
Members for at least one-fourth (1/4) of the Owners shall file with the Board a written objection
thereto, then such rule or regulation shall be deemed rescinded until approved by the Voting
Members for at least three-fifths (3/5) of the Owners.

4.10.  Board Member and Officer Liability. Board members and officers of the Association
shall not be personally liable to the Owners for any mistake of judgment or any acts or omissions of
any nature which such Board members or officers take or fail to take as Board members and/or
officers, except with respect to acts or omissions found by a court to constitute criminal conduct,
gross negligence or fraud. The Association shall indemnify and hold harmless the Declarant and
each Board member and Association officer, along with their respective heirs, executors or
administrators, against all contractual and other liability to others, arising out of contracts made by
or other acts taken by them on behalf of the Owners or the Association, or arising out of their status
as Board members or officers, unless in each case such contract or act shall have been entered into or
taken criminally, fraudulently or with gross negligence. The foregoing indemnification shall include
indemnification against all costs and expenses (including, without limitation, counsel fees,
Judgments paid and settlements paid) actually and reasonably incurred in connection with defense of
any claim, action, suit or proceeding, whether civil, criminal, administrative or other; provided,
however, that such indemnity shall not be operative with respect to (i) any matter as to which such
person shall have been adjudged in such action, suit or proceeding to be lable for criminal conduct,
gross negligence or fraud in the performance of'his or her duties as such Board member or officer, or
(i) any matter settled or compromised, unless, in the opinion of independent counsel selected by or
in a manner determined by the Board, there is not reasonable ground for such person being adjudged
liable for criminal conduct, gross negligence or fraud in the performance of his or her duties as such
Board member or officer. It is intended that the foregoing indemnification shall be coextensive with
the broadest indemnification permitted under the Illinois General Not-For-Profit Corporation Act of
1986, as from time to time amended.

Agreements made by the Association or the Declarant on behalf ofthe Owners may provide
the officers of the Association, members of the Board, or the Declarant, as the case may be, are
acting only as agents for the Owners and shall have no personal liability thereunder (except as
Owners) and that each Owner's liability shall be limited to such proportion of the total liability as the
number of Lots owned by such Owner hears to the aggregate numbers of Lots.

4.11. Inspection and Maintenance Guidelines. The Board shall adopt inspection and
maintenance guidelines for the periodic inspection and maintenance of the Common Arca and the
Lots, including, but not limited to, landscaping, utility equipment, water service lines, sanitary and
storm sewers, Sprinkler Rooms and other areas or facilities, if any. The Board, periodically and at
least once every two (2) years shall review and update the inspection and maintenance guidelines.
The Board shall take all appropriate steps to implement and comply with the inspection and
maintenance guidelines, and shall keep records of such implementation and compliance.

4.12. Declarant Control of Association. Notwithstanding anything contained herein to the
contrary, the first and all subsequent Boards shall (until the Turnover Date) consist solely of three
(3) persons from time to time designated by the Declarant, which persons may, but need not be
Owners. Declarant’s rights under this Section to designate the members of the Board shall terminate
on the Turnover Date. After the Turnover Date, the Board shall be constituted and elected as

9
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provided in the Bylaws. Prior to the Turnover Date, all of the voting rights at each meeting of the
Owners shall be vested exclusively in the Declarant and the Owners shall not have any voting rights.

4.13. Declarant's Reserved Rights During Transition Period.

(a) In connection with the conveyance of the Dwelling Units to third party
grantees the Declarant shall have the right and power to construct such temporary
improvements as the Declarant may deem necessary or advisable, in its sole discretion,
including (without limitation) the construction of a sales pavilion, model Dwelling Units or
other promotional facility as determined by Declarant; provided that all such facilities and
advertising and other promotional devices shall at all times be in conformity with the
applicable ordinances of the City of Sterling.

) During the Transition Period, the Declarant, its agents and contractors shall
have the right to store construction equipment and materials on the Real Estate and otherwise
engage in such activities as are necessary and appropriate and that are in conformity with the
applicable laws and ordinances of the City of Sterling.

(© The Declarant shall have the right and power to execute all necessary
documents and perform all acts which in the Declarant's opinion are necessary in connection
with the exercise of its rights under this Declaration.

(d)  Allrights which are specified in this Declaration to be rights of the Declarant
are mortgageable, pledgeable, assignable or transferable without notice to Owners. Any
successor to or assignee of the rights of the Declarant (whether as the result of voluntary
assignment, foreclosure, assignment in lieu of foreclosure, or otherwise) shall hold or be
entitled to exercise the rights of the Declarant hereunder.

(e) The Declarant shall have the right, in its sole discretion, to amend this
Declaration and the By-laws during the Transition Period, subject to, and to the extent not in
conflict with, the provisions of Section 8.09 of this Declaration, and provided that in any
event no such amendment shall materially or adversely affect property rights of Owner(s)
without the written consent of the affected Owner(s).

ARTICLE V

MAINTENANCE. INSURANCE, DUTTES AND RESTRICTIONS

5.01. Maintenance, Repair and Replacement by the Association. The Association shall
have the following rights, powers, duties and obligations, and shall furnish the following, with the
cost thereof being Operating Expenses:

(a) The Association shall have the power and duty to pay any real property taxes
and other charges assessed against the Comumon Area; grant easements where necessary for
public utilities over, under and through the Common Area to serve the Common Area and
Lots; grant easements to adjacent or contiguous property owners for ingress and egress;
grant easements to Declarant and Declarant’s agents and independent contractors for
purposes of construction, maintenance, repair, replacement and operation of the Cottage
Acres Community; adopt reasonable rules and regulations (including fines) controlling and
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limiting the use of the Common Area and areas located within the “Nursing Home Site”, as
such term is defined in the Cross Easement Agreement, pursuant to the terms of the Cross
Easement Agreement, and further to adopt reasonable rules and regulations (including fines)
supplementing the use and other restrictions provided for herein; maintain such policy or
policies of insurance at all times as the Board deems necessary or desirable in furthering the
purposes of protecting the interests of the Association and its members, officers and
directors; employ a manager or other persons and contract with independent contractors,
managing agents, collection agents and others, to perform and effectuate all or any part of
the duties and powers of the Association, if deemed necessary by the Board; to establish
such reserves as may be required hereunder or as the Board shall from time to time deem
necessary to fulfill and further the purposes of the Association; to take such steps as the
Association deems reasonably necessary to fulfill the maintenance and repair obligations,
and to assess homeowner’s the reasonable cost of such action; and to exercise any other
powers given to the Association under this Declaration or under the Illinois Not-For-Profit
Corporation Act. To the extent applicable, the Association shall protect and maintain, in
perpetuity, stormwater management and conveyance facilities located on the Real Estate.

(b) The Association shall carry out or cause to be performed all maintenance and
repair to the Dwelling Unit Exteriors listed below if such maintenance is made necessary and
desirable in the sole discretion of the Association as a result of ordinary wear or
deterioration:

@ painting, repair and maintenance of all Exterior Walls, but
specifically excluding the foundation steps and footings thereof;

(i)  repair, maintenance and replacement of roofs, gutters and
downspouts;

(ili)  painting of gutters and downspouts.

© The Association shall provide or contract for [andscape maintenance upon the
Lots and the Common Area which may, among other things, consist of cutting lawns, lawn
sprinkling, watering of landscaping installed by the Declarant or the Association, cultivating,
trimming and feeding evergreens and shrubs, re-seeding, fertilizing, weed control programs,
spraying, feeding and trimming of trees. The Association shall remove and replace any
{rees from the Common Area and the Lots which have died, which have fallen or which are
diseased.

(d) Unless otherwise provided for in the Cross Easement Agreement, the
Association shall provide or contract for snow removal services for driveway aprons, private
roads and sidewalks on the Real Estate, including snow removal of driveway aprons, stoops
and sidewalks, whether located upon a Dwelling Unit or otherwise.

(e) Unless otherwise provided for in the Cross Fasement Agreement, the
Association shall be responsible for maintenance, repair, and replacement of water service
lines, sanitary and storm sewers, and electrical and other utility systems and components
thereof which serve the Dwelling Units.
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(f) To the extent any of the obligations which the Association is to perform are
provided for in any Special Service Area enacted by the City of Sterling, the Association
shall be relieved from its obligations to perform such services.

5.02 Maintenance by Owners.

(a) Except as otherwise specifically provided for in this Declaration, each Owner
shall be responsible for the maintenance, repair and replacement cfhis or her Dwelling Unit.

(b) The Owner of a Dwelling Unit shall be responsible for the maintenance,
repair and replacement of the Private Garden appurtenant to his or her Dwelling Unit, subject
to Section 5.23 of this Declaration.

(©) Maintenance, repairs and replacements of windows, window frames, window
glass, doors (including garage and storm doors), garage doors, door frames, screens and
screening on a Dwelling Unit (other than exterior painting), decks, deck flooring and patios,
if any, the replacement of lightbulbs, the washing of exterior windows, and the replacement
of broken glass, shall be the responsibility of the Owner of the Dwelling Unit; however, at
the option of the Board, such work shall be furnished by the Association and the cost thereof
charged to the Owner of the Dwelling Unit with respect to which the work is done based on

* actual cost, as determined by the Board in its reasonable judgment.

(d)  If, in the judgment of the Board, an Owner fails to maintain those portions of
the Owner’s Dwelling Unit which the Owner is responsible for maintaining hereunder in
good condition and repair or the appearance of such portions is not of the quality of that of
other Dwelling Units on the Real Estate or in compliance with rules and regulations adopted
by the Board from time to time, then the Board may, in its discretion, take the following
action:

(0 advise the Owner of the work which must be done and allow the
Owmer not less than twenty (20) days (or less in the case of an emergency) to cause
the work to be done; and

(ii)  if the work is not done to the satisfaction of the Board, in its sole
judgment, then the Board may seek injunctive relief, levy a finc and/or cause such
work to be done and the cost thereof shall be a Charge payable by the Owner to the
Association upon demand.

(e) Repairs and replacements which are required due to occurrences which are
normally covered by insurance required to be obtained by the Association shall be made as
provided in Section 5.10.

5.03 Certain Utility Costs. Certain utility costs incurred in connection with the use,
operation and maintenance of the Common Area and Dwelling Unit Exteriors may not be separately
metered and billed to the Association. If the cost for any such utility is metered and charged to
individual Dwelling Units rather than being separately metered and charged to the Association, then
the following shall apply:
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(a) If in the opinion of the Board, each Owner is sharing in a fair and equitable
manner the cost for such service, then no adjustment shall be made and each Owner shall pay
his own bill; or

b) If'in the opinion of the Board, the Owner of a Dwelling Unit is being charged
disproportionately for costs allocable to the Common Area and Dwelling Unit Exteriors, then
the Association shall pay, or reimburse such Owner, an amount equal to the portion of the
costs which in the reasonable determination of the Board is properly allocable to the
Common Area and Dwelling Unit Exteriors and the amount thereof shall be Operating
Expenses hereunder.

Any determinations or allocations made hereunder by the Board shall be final and binding on
all parties.

5.04  Alterations. Additions or Improvements to Dwelling Units and Dwelling Unit
Exteriors. No additions, alterations or improvements (including, without limitation, changes in the
exterior color of a Dwelling Unit, construction of an outbuilding, deck (including a roof deck),
awnings, antenna or similar improvement or changes in landscaping) shall be made to any Lot,
Dwelling Unit Exterior or any part of the Dwelling Unit which is visible from outside the Dwelling
Unit by an Owner without the prior written consent of the Board and compliance with applicable
City codes and ordinances. No fences may be constructed, erected or maintained anywhere on the
Real Estate (including without limitation, anywhere on any Lots). Construction, erection or
maintenance of any physical structure other than landscaping (including, but not limited to, trellises,
gazebos, and statuary), shall require Board approval and be subject to the terms and conditions set
forth in this Declaration. The Board may (but shall not be required to) condition its consent to the
making of an addition, alteration or improvement to a Lot, Dwelling Unit Exterior or Dwelling Unit
which requires the consent of the Board upon the Owner’s agreement either (i) to be solely
responsible for the maintenance of such addition, alteration or improvement, subject to such
standards as the Board may from time to time set, or (ii) if the addition, alteration or improvement is
required to be maintained hereunder by the Association as part of the Operating Expenses, to pay to
the Association from time to time the additional cost of maintenance as a result of the addition,
alteration or improvement. If an addition, alteration or improvement which requires Board consent
hereunder is made to a Lot, Dwelling Unit Exterior or Dwelling Unit by an Owner without the prior
written consent of the Board, then the Board may, in its discretion, take any of the following actions:

(a) Require the Owner to remove the addition, alteration or improvement and
restore the Lot, Dwelling Unit Exterior or Dwelling Unit to its original condition, all at the
Owner’s expense; or

(b) If the Owner refuses or fails to properly perform the work required under (a),
the Board may cause such work to be done and may charge the Owner for the cost thereof as
determined by the Board; or

() Ratify the action taken by the Owner, and the Board may (but shall not be
required to) condition such ratification upon the same conditions which it may impose upon
the giving of its prior consent under this Section,
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5.05  Hazard Insurance. ~ The Board shall have the authority to and shall obtain
insurance for the Real Estate and all improvements thereto and thereon against loss or damage by
fire and such other hazards as may be required under applicable requirements of Fannie Mae from
time to time, as the Board may deem desirable, or as reasonably required by Mortgagees, for the full
insurable replacement cost of the Dwelling Units; provided, that, unless specifically obtained by the
Board, the insurance shall not be required to insure any “Betterments and Improvements” to a
Dwelling Unit. For purposes hereof, Betterments and Improvements shall include all decorating
within a Dwelling Unit beyond the first coat of paint, wall coverings, built-ins, cabinets, appliances,
fixtures and any other real or personal property within the Dwelling Unit, regardless of whether such
property was installed or placed in the Dwelling Unit by the Declarant, any prior Owner or occupant,
or the current Owner or occupant. Premiums for such insurance shafl be Operating Expenses. Such
insurance coverage shall be written in the name of; losses under such policies shall be adjusted by,
and the proceeds of such insurance shall be payable to, the Board as trustee for the Owners. All such
policies of insurance (i) shall contain standard mortgage clausc endorsements in favor of the
Mortgagees as their respective interests may appear, (ii) shall provide that the insurance, as to the
interests of the Board, shall not be invalidated by any act or neglect of any Owner, (iii) to the extent
possible, shall provide that such policy shall not be cancelled or substantially modified (including
cancellation for nonpayment of premium) without at least thirty (30) days’ written notice to the
Mortgagee of each Lot, and (iv) shall contain waivers of subrogation with respect to the Association
and its directors, officers, employees and agents (including the managing agent), Owners, occupants
of the Dwelling Unit, Mortgagees, and the Declarant and shall name all such parties as additional
insured parties as their interests may appear.

5.06  Insurance Trustee/Use of Proceeds. The Board may engage the services of any bank
or trust company authorized to do trust business in Illinois to act as trustee, agent or depository on
behalf of the Board for the purpose of receiving and disbursing the insurance proceeds resulting
{from any loss, upon such terms as the Board shall determine consistent with the provisions of this
Declaration. The fees of such corporate trustee shall be Operating Expenses. In the event of any loss
in excess of $100,000.00 in the aggregate, the Board shall engage a corporate trustee as aforesaid. In
the event of any loss resulting in the destruction of the major portion of one or more Dwelling Units,
the Board shall engage a corporate trustee as aforesaid upon the written demand of the Mortgagee or
any Owner of any Dwelling Unit so destroyed. The rights of Mortgagees under any standard
mortgage clause endorsement to such policies shall, notwithstanding anything to the contrary therein
contained, at all times be subject to the provisions of this Declaration with respect to the application
of insurance proceeds to the repair or reconstruction of the Dwelling Units. Payment by an insurance
company to the Board or to such corporate trustee of the proceeds of any policy, and the receipt of a
release from the Board of the company’s liability under such policy, shall constitute a fill discharge
of such insurance company, and such company shall be under no obligation to inquire into the terms
of any trust under which proceeds may be held pursuant hereto, or to take notice of any standard
mortgage clause endorsement inconsistent with the provisions hereto or see to the application of any
payments of the proceeds of any policy by the Board or the corporate trustee.

5.07 Other Insurance. The Board shall also have the authority to and shall obtain the
following insurance:

(@) Comprehensive public liability and property damage insurance against claims
for personal injury or death or property damage suffered by the public or by any Owner
occurring in, on or about the Real Estate or upon, in or about the streets, private drives and
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passageways and other areas adjoining the Real Estate, in such amounts as the Board shall
deem desirable (but not less than $1,000,000 covering all claims for personal injury and/or
property damage arising out of a single occurrence).

(b) Such workers compensation insurance as may be necessary to comply with
applicable laws.

(c) Employer’s liability insurance in such amount as the Board shall deem
desirable.

(d) Fidelity bond indemnifying the Association, the Board and the Owners for
loss of finds resulting from fraudulent or dishonest acts of any employee of the Association
or of any other person handling the funds of the Association, the Board or the Owners
(including but not limited to any applicable property management company) in such amount
as the Board shall deem desirable and as required under applicable regulations of the Federal
National Mortgage Association and state law.

(&) Directors and officers liability insurance.

) Such other insurance in such reasonable amounts as is required under
applicable regulations of the Federal National Mortgage Association or the Board shall deem
desirable.

Such insurance coverage shall include cross liability claims of one or more insured parties
against other insured parties. To the extent possible, all of such policies shall provide that they may
not be cancelled or substantially modified (including cancellation for nonpayment of premium)
without at least thirty (30) days’ prior written notice to the Association and Mortgagees who
specifically request such notice. The premiums for such insurance shall be Operating Expenses.

5.08 Owner’s Responsibility. Unless expressly advised or agreed to the contrary by the
Board, each Owner shall obtain his own insurance on the Betterments and Improvements within the
Owner’s Dwelling Unit and the contents of his or her Dwelling Unit and furnishings and personal
property therein, and his or her personal liability to the extent not covered by the liability insurance
for all of the Owners obtained as part of the Operating Expenses as above provided, and the Board
shall have no obligation whatsoever to obtain any such insurance coverage on behalf of the Owners.
Each Owner shall promptly report, in writing to the Board, any Betterments or Improvements to his
or her Dwelling Unit without prior request from the Board. Unless otherwise specifically agreed to
by the Board, the Owner shall be responsible for insuring any such Betterments and Improvements
to his or her Dwelling Unit and the Board shall not be responsible for obtaining insurance on such
Betterments or Improvements and shall not be obligated to apply any insurance proceeds from
policies it is obligated to maintain hereunder to restore the affected Dwelling Unit to a condition
better than the condition existing prior to the making of such Betterments or Improvements.

5.09  Waiver of Subrogation. Each Owner hereby waives and releases any and all claims
which he or she may have against any other Owner, the Association, its directors and officers, the
Declarant, the manager and the managing agent if any, and their respective employees and agents,
for damage to the Dwelling Unit or to any personal property located in the Dwelling Units caused by
fire or other casualty, to the extent that such damage is covered by fire or other form of casualty

15
116571959



insuran
msuran

116571959

ce, and to the extent this release is allowed by policies for such fire or other casualty
ce.

5.10 Repair and Reconstruction.

(a) In the case of damage by fire or other disaster to any Dwelling Unit (a
“Damaged Improvement”) where the insurance proceeds are sufficient to repair or
reconstruct the Damaged Improvement, then the proceeds shall be used by the Association to
repair or reconstruct the Damaged Improvement.

(b)  Inthe case of damage by fire or other disaster to any Dwelling Unit where the
insurance proceeds are insufficient to repair or reconstruct the Damaged Improvement or the
Damaged Improvement cannot be reconstructed as originally designed and built because of
zoning, building or other applicable laws, ordinances or regulations, the following procedure
shall be followed:

() A meeting of the Owners shall be held not Iater than the first to occur
of (i) the expiration of thirty (30) days after the final adjustment of the insurance
claims or (ii) the expiration of nincty (90) days after the occurrence which caused the
damage.

{2) At the meeting, the Board shall present a plan for the repair or
reconstruction of the Damaged Improvement and an estimate of the cost of repair or
reconstruction, together with an estimate of the amount thereof which must be raised
by way of special assessment and a proposed schedule for the collection of a special
assessment to pay the excess cost.

3) A vote shall then be taken on the question of whether or not the
Damaged Improvement shall be repaired or reconstructed based on the information
provided by the Board under (2) above, including the proposed special assessment,
The Damaged Improvement shall be repaired or reconstructed and the proposed
special assessment shall be levied only upon the affirmative vote of Voting Members
representing at least three-fourths (3/4) of the votes cast.

4 I the Voting Members do not vote to repair or reconstruct the
Damaged Improvement at the meeting provided for in (1) above, then the Board
may, at its discretion, call another meeting or meetings of the Owners to reconsider
the question of whether or not the Damaged Improvement shall be repaired or
reconstructed.

(5) If the Voting Members do not vote to repair or reconstruct the
Pamaged Improvement under Subsection (4) above, then the Association shall be
obligated to purchase the Lot upon which the Dwelling Unit is situated and pay the
Owner of such Lot an amount equal to the “fair market value” of the Dwelling Unit
and Lot prior to the casualty. For purposes of this Subsection “fair market value”
shall be reasonably determined by the Association within sixty (60) days of the vote
by the Association to not repair the Damaged Improvement. Upon such
determination, the Association shall notify the Owner of the Damaged Improvement

16



of the purchase price and within thirty (30) days of such notification, the Owner of
the Damaged Improvement may object to the Association’s determination by written
notice to the Association which objection notice shall include the Owner’s
determination of the fair market value of his or her Dwelling Unit and Lot (the
“Objection Notice”). If the Owner and Association are not able to agree upon the
fair market value of the Dwelling Unit and Lot within thirty (30) days of Owner’s
Objection Notice, each shall, at their own expense, retain a licensed and experienced
MALI appraiser to provide an appraisal of fair market value of the Lot and Dwelling
Unit and the Owner and Association shall provide each other with their respective
appraisals within sixty (60) days of Objection Notice. In the event either fails to
deliver such appraisal within such time frame, the appraisal delivered within such
time period shall control and be binding on the Owner and the Association. If both
appraisals are timely delivered and the higher ofthe two appraised values set forth in
the two appraisals exceeds the lower value by ten percent or less, then fair market
value shall be deemed to be the average of the two appraisals. If the higher of the
two appraisals is more than ten percent greater than the lower appraised value, the
two appraisers shall retain a third appraiser who shall either select one of the two
appraisals as the fair market value or select a value between the two appraised values
as the fair market value. Upon the payment to such Owner by the Association of'the
purchase price as determined above, the Owner shall convey the Lot and Dwelling
Unit to the Association free and clear of all unpaid real estate taxes, liens and
mortgages and execute all such documents as are reasonably required by the
Association to convey the Lot to the Association, whereby the Lot shall thereupon
become part of the Common Area. The Association shall pay all reasonable and
customary closing costs relating to such conveyance.

(©) If'the Damaged Improvement is repaired or reconstructed, it shall be done ina
workmanlike manner and the Damaged Improvement, as repaired or reconstructed, shall be
substantially similar in design and construction to the improvements on the Premises as they
existed prior to the damage, with any variations or modifications required to comply with
applicable law.

(d)  If the Damaged Improvement is not repaired or reconstructed, then the
damaged portion of the building shall be razed, or secured and otherwise maintained in
conformance with the rules or standards adopted from time to time by the Board. Any
reconstruction of the building shall be subject to the provisions of Section 5.04.

5.11 Insurance Proceeds/Condemnation Awards. [n the event of (i) any distribution of any
insurance proceeds hereunder as a result of damage to, or destruction of, any part of the Common
Area or (ii) any distribution of the proceeds of any award or settlement as a result of condemnation
or eminent domain proceedings with respect to any part of the Common Area, any such distribution
shall be made to the Owners and their respective Mortgagees, as their interests may appear, and no
Owner or other party shall be entitled to priority over the Mortgagee of a Lot with respect to any
such distribution to or with respect to such Lot; provided, that, nothing in this Section shall be
construed to deny to the Association the right (i) to apply insurance proceeds to repair or replace
damaged Common Area or (ii) to apply proceeds of any award or settlement as a result of eminent
domain proceedings as provided herein.
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5.12. Use Restrictions.

(a) No clothes, bedding, laundry of any kind or other articles of any type shall be
hung out on any exterior portion of any Dwelling Unit Exterior. All Dwelling Unit Exteriors
shall be kept free and clear of all rubbish, debris and other unsightly materials and no waste
shall be committed thereon. All rubbish shall be deposited in sanitary receptacles approved
by the Board, kept in the garage ofthe Dwelling Unit and shielded from public view and that
of neighboring Owners (other than when set out for pick-up and removal at designated
times), and as otherwise designated by the Board. Each Owner shall have the obligation to
maintain in good condition, neat fashion and repair, his glass surfaces, windows, exterior
electrical fixtures and patios and decks.

(b) Each Dwelling Unit shall be used only as a residence, and no commercial or
business activities of any kind whatever shall be conducted in any home or on any Lot. The
foregoing restriction shall preclude Declarant from marketing and selling the Real Estate and
individual Dwelling Units retained by Declarant. However, no Owner shall be precluded,
with respect to his Dwelling Unit, from (i) maintaining a personal professional library, (ii)
keeping his personal business records or accounts therein or (iii) handling his personal
business or professional calls or correspondence therefrom.

(c) No trucks, vans, buses, recreational vehicles, boats, limousines or trailers or
any other types of vehicles as determined by the Board shall be parked except within the
individual garage which forms a part of each Dwelling Unit. No vehicle or equipment of any
kind or nature shall be kept, repaired, maintained or overhauled on any Lot or Common
Area, except within an enclosed garage.

(d)  Notwithstanding anything contained in this Section to the contrary, only those
uses permitted by the applicable ordinances of'the City of Sterling, as amended from time to
time, shall be permitted on the Real Estate.

(e) Additions, changes or improvements to any building, or any part thereof
(including roofs, siding, screened porches, doors, storm doors, windows or trim), the
placement of any patios on any Lot by any Owner, or the planting of any trees, decorative
shrubs or other permanent (as opposed to annual) landscaping or plant materjals will be
allowed only with the approval of Board; provided, however, that there shall be no awnings,
canopies, screen windows or shutters constructed or added to any building. All
improvements which require a permit from the City of Sterling will only be approved subject
to the issuance of such permit.

) No “for sale” or “for rent” or broker’s signs shall be erected, placed or
permitted in the yard of any Lot, in any window or on any Dwelling Unit (except for such
signs which may be utilized by Declarant). No sign of any kind or objects of unsightly
appearance or nuisance shall be erected, placed or permitted to remain on any portion of the
Common Area or any Lot or Dwelling Unit. No Lot shall be used in any way for any
purpose which may endanger the health or unreasonably disturb the other Owners. There
shall be no fences (except invisible electric dog fences), clotheslines, service sheds, storage
sheds, doghouses or dog runs constructed, erected, placed or maintained on any Lot or the
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Common Area. No window air conditioners or window fans shall be placed in any Dwelling
Unit.

(g)  No animals, livestock or poultry of any kind shall be raised, bred or
maintained on any Lot, or in any Dwelling Unit, except for dogs and cats, and other
domesticated, ordinary household pets (except not for commercial purposes) as approved by
the Board, subject to the rules and regulations adopted by the Association. Any such
authorized household pet causing or creating a nuisance, dangerous or unrcasonable
disturbance shall be permanently removed upon three (3) days written notice from the
Association.

(h) Subject to applicable law, no above-ground utilities, communication dishes or
antennas, or communication transmitters or receivers, shall be permitted on the roof,
chimney or Exterior Walls of any Dwelling Unit without the written approval of the Board.
No communication dish or antenna shall be installed or maintained without an applicable
permit from the City of Sterling, if any. Notwithstanding anything contained herein to the
contrary, an Owner may attach a satellite communication dish of up to eighteen (18) inches
in diameter to the elevation of the Dwelling Unit Exterior which is opposite of the public
street, provided that this size restriction shall remain in full force and effect to the extent
permitted by law.

(i) No derrick or other structure designed for use in boring, mining, or quarrying
for oil, natural gas or precious minerals, shall be erected, maintained or permitted upon any
Lot or Common Area,

)] No Owner shall permit anything to be done or kept in any Dwelling Unit, or
on a Lot or the Common Area, which will result in injury or damage to the trees, bushes, or
other planted materials on the Real Estate, or which will result in an increase in the rate
charged or in the cancellation of any insurance carried by the Association, or which would
be in violation of any law.

(k)  Nopersonal property, including, but not limited to, swings, sandboxes, chairs,
benches, bicycles or toys are permitted to be kept on any part of the Common Area without
the prior written consent of the Association. No basketball backboards, standards or nets, or
any playground equipment, shall be installed on any Lot or the Common Area. All garage
doors shall be kept closed except for reasonable ingress and egress of vehicles and people.

)] All window treatments shall be neutral in color and shall be subject to the
approval of the Board.

{(m)  No activity shall be maintained which in the view of the Board may be or
become an annoyance or nuisance to other Owners (the Cottage Acres Community of the
Real Estate is hereby deemed to be not a nuisance or annoyance).

(n}  No Hazardous Materials or explosives shall be kept upon any Lot. The term
“Hazardous Materials” shall mean any substance, material, waste, gas or particulate matter
which is regulated by any local government authority, the State of Illinois, or the United
States Government.
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5.13  Exterior Exposure of Dwelling Unit. All Dwelling Unit Exteriors shall be kept free
and clear of all rubbish, debris and other unsightly materials and no waste shall be committed
thereon. All rubbish shall be deposited in receptacles. Each Owner shall have the obligation to
maintain in good condition, neat fashion and repair his glass surfaces, windows, exterior electrical
fixtures and patios and decks.

5.14. Structural Impairment. Nothing shall be done in, on or to any part of any Dwelling
Unit or Dwelling Unit Exterior that would impair its structural integrity.

5.15. Proscribed Activities. No noxious, illegal or offensive activity shall be carried on in
the Cottage Acres Community nor shall anything be done therein, either willfully or negligently,
which may be or become an annoyance or nuisance to the residents.

5.16. Access and Use Rights. During the Transition Period, the Declarant and its
respective contractors, subcontractors, brokers, licensees, invitee, agents and employees reserve the
right and shall be entitled at all times (i) to access, ingress and egress to and from the Real Estate as
may be required or desirable in connection with the marketing (including sales and leasing) of Lots
or performance of work, (ii) to erect and maintain on the Real Estate any advertising, signs, banners,
lighting, and other sales or rental devices for the purpose of aiding the sale or leasing of Lots, (iii} to
complete or correct construction of, or make alterations of and additions and improvements to, the
Lots in connection with any of the Declarants' activitics in connection with the construction,
promotion, marketing, sales or leasing of the Lots or performing work in or about the Real Estate,
and (iv) to store construction materiais on the Real Estate when and where they deem necessary in
connection with the construction or rehabilitation of the Dwelling Units. In addition thereto,
Declarant reserves the right to and may occupy or grant permission to any person or entity to
occupy, with or without rental, as determined by the Declarant, one or more Lots for management,
business or promotional purposes, including clerical activities, sales offices, leasing offices,
construction offices, model units for display and the like in connection with the sale or leasing of
Lots. The foregoing provisions shall not be amended or modified in any manner without the express
consent of the Declarant or its successors or assigns.

5.17. Occupants. The terms, conditions and provisions of this Declaration, and the rules
and regulations promulgated pursuant hereto, shall be binding upon any occupant, and such terms,
conditions, provisions, rules and regulations shall be deemed incorporated in any agreement granting
such occupant the right of possession of any Lot or Dwelling Unit or portion thereof.

5.18. Lease of Lot. Any Owner shall have the right to lease all (and not less than all) of his
Lot subject to the provisions of Subsections (a), (b) and (¢) below:

{a) no Lot shall be leased for transient or hotel purposes, which are hereby
defined as being for a period of less one (1) year;

(b) the Owner shall submit to the Board (i) a written application completed by the
proposed lessee, setting forth the name, current address and financial and character
references of the proposed lessee, (ii) a description of the basic terms of the proposed lease,
including the length of the term and rental amount, and (iii) any other information reasonably
required by the Board; and
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{©) The Owner and proposed tenant shall satisfy and comply with Section 5.25
herein.

Within fifteen (15) days after receipt of the aforementioned information, the Board shall hold
a meeting to vote upon the question of approving the proposed lease. The lease shall be approved
unless at least three-fifths (3/5ths) of the Board members then serving shall vote against such
approval. The decision of the Board shall be final and binding. In the event the Board fails to hold a
meeting within said fifteen (15) day period or fails to vote on the proposed lease, the Board shall be
deemed to have consented to the terms of the proposed lease.

Any lease shall be in writing and shall provide that such lease shall be subject to the terms of
this Declaration and that any failure of the lessee to comply with the terms of this Declaration shall
be a default under the lease. A lessee shall be bound by the provisions hereof regardless of whether
the lease specifically refers to this Declaration.

5.19.  Association's Access. The Association shall have the right and power to come onto
any Lot for the purpose of furnishing the services required to be furnished hereunder or enforcing its
rights and powers hereunder.

5.20. Violation of Municipal Ordinances. When notified by the City of Sterling of a
violation of any municipal ordinances, codes or covenants, the Association shall assist the City in
obtaining appropriate compliance.

5.21. Party Wall Rights and Obligations.

(a) Every wall, including the foundations therefor, built as a part of the original
construction of a building and resting on the boundary line between separate Dwelling Units
shall be deemed a "Party Wall" and the Owner of each Dwelling Unit which utilizes a Party
Wall shall have the obligations, rights and privileges set forth in this Section, as well as those
not inconsistent herewith embraced within the general rules of law regarding party wails.

(b) Without limiting the generality of paragraph (&) of this Section, each Owner
of a Dwelling Unit that utilizes a Party Wall shall have the right to use such Party Wall for
support of such Owner's Dwelling Unit including any replacement thereof, plus the right and
obligation to maintain and repair, and in the event of its destruction to rebuild such Party
Wall, including in each case all pipes, conduit, ducts and other equipment located therein.

(c) The Owner of a Dwelling Unit which utilizes a Party Wall shall refrain from
using such Party Wall in any mamner which interferes with the equal use thereof by the
Owner of the other utilizing Dwelling Unit. Nor, in connection with the reconstruction,
repair or maintenance of a Dwelling Unit, shall the Owner thereof permit any joists,
crossbeams, studs or other structural members used to encroach upon the Dwelling Unit of
the other Owner whose Dwelling Unit utilizes such Party Wall. No openings shall be made
through a Party Wall other than customary holes for nails, screws, anchors or other devices
for hanging pictures or other accessories and that do not diminish the structural integrity of
such Party Wall, its fire resistance, or its sound-deadening quality.

(d) If any Party Wall is damaged or destroyed due to the act or omission of the
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Owner of a Dwelling Unit that utilizes such Party Wall, or the guest or other occupant or
invitee of such Owner, such Owner shall, subject to the other terms and conditions of this
Declaration, forthwith promptly proceed to rebuild or repair the same to a condition at least
as good as that which obtained prior to such damage or destruction, without cost to the
Owner of the adjoining Dwelling Unit which also utilizes such Party Wall.

(e) Any Party Wall damaged or destroyed by some event other than one resulting
from an act or omission of the Owner of a Dwelling Unit that utilizes such Party Wall, or the
guest or other occupant or invitee of such Owner, shall, subject to the other terms and
conditions of this Declaration, be promptly rebuilt or repaired by the Owners of the two
adjacent Dwelling Units which utilize such Party Wall to a condition at least as good as that
which obtained prior to such damage or destruction, at the joint expense of such Owners and
as promptly as is reasonably possible; provided that the cost of repairing or rebuilding any
portion thereof which is part of a Dwelling Unit Exterior shall be paid by the Association as
a Operating Expense to the extent not covered by insurance and to the extent the damage is
due to ordinary wear and deterioration.

D In the event of disagreement between the Owners of adjoining Dwelling Units
as regards their respective Party Wall rights or obligations, upon the written request of either
of said Owners to the other, with a copy to the Board, the matter shall be adjudicated by the
Board, whose decision with respect thereto shall be final and binding.

5.22. Board Member Insurance. The Board may, in its discretion, obtain any insurance
which it deems desirable including, without limitation, insurance covering the Board members and
ofticers from liability for good faith actions beyond the scope of their respective authorities covering
the indemnity set forth in the Bylaws. Such insurance coverage shall include cross liability claims of
one ormore insured parties. Fidelity bonds indemnifying the Association, the Board and the Owners
for loss of funds resulting from fraudulent or dishonest acts of any employee of the Association or
any other person handling funds of the Association shall be obtained by the Association in such
amounts as the Board shall deem desirable.

5.23. Private Garden. All plans for any improvements, whether temporary or permanent,
including without limitation, construction, erection, placement or maintenance of any physical
structure other than landscaping (including, but not limited to, trellises, gazebos, and statuary) on, in,
at or to any Private Gardens must be approved in advance by the Board pursuant to the terms of this
Declaration.

5.24. Real Estate Taxes. Real estate taxes and/or any special tax levied as a result of any
designation or imposition of a special service area shall be separately taxed to each Owner for his
Dwelling Unit as soon as feasible after the first sale of such Dwelling Unit by Declarant and shall be
paid directly to the taxing authority by such Owner as and when so separately taxed. In the event
that such taxes for any year with respect to any Dwelling Unit are not separately taxed to the Owner
thereof, but rather are taxed on any part or parts of the Real Estate being more than one (1) Lot and
containing the Dwelling Unit of such Owner (the "Undivided Tax Bill Property™) then such Owner
shall pay a portion of real estate taxes with respect to each Lot owned by him which shall consist of
a portion of the tax bill or bills on the Undivided Tax Bill Property applicable to improvements and
covering such Lot as the number one (1) bears to the number of all Lots covered by such tax bill.
Each Owner shall pay such amount to the Association (or to Declarant prior to turnover of the

22

116571939



Association) promptly within ten (10) days of demand therefor and such payee shall pay such taxes
to the appropriate collecting authority. The Association (or the Declarant prior to the turnover of the
Association) shall have authority to advance funds in payment of all or a portion of such taxes
pending receipt from the respective Owners of his proportionate share thereof. Such expense shall
be deemed to be a special assessment pursuant to Section 7.06 herein. All Owners shall reasonably
cooperate in executing such forms as are required to cause their Lot to be separately taxed.

5.25 Age Rgstrictions.

(a) Itis intended that the Cottage Acres Community shall at all times qualify for
the “Housing for Older Persons™ Exemption under the Fair Housing Amendments Act of 1988, as
amended from time to time (“FHAA™) and this provision shall be deemed not to be in violation of
Article 3 of'the Illinois Human Rights Act. Accordingly, unless expressly approved, in writing by
the Board, each Dwelling Unit shall at all times be occupied by at least one resident who is fifty-five
years of age or older (“Age Qualified Occupant™).

b) Ifan Age-Qualified Occupant’s occupancy is terminated, then other occupants
of the Dwelling Unit may continue to occupy that Dwelling Unit provided that the Cottage Acres
Community meets the requirements of the FHAA.

(c) The Board shall adopt, implement and enforce rules, regulations and
procedures to ensure that at all times the development shall qualify for the “Housing for Older
Persons” exemption under FHAA, including, without limitation rules, regulations and procedures to
verify such compliance. The Asscciation shall maintain appropriate records evidencing such
compliance for a period of ten (10) years.

ARTICLE VI
EASEMENTS

6.01. Easements for Utilities. Declarant hereby declares and reserves for itself and the
Association the right to create, declare and grant over, above, under and across the Real Estate, non-
exclusive perpetual utility easements for the installation, construction, improvement, removal,
reconstruction, replacement, substitution, and maintenance of storm and sanitary sewer, water, gas,
electricity, cable television, telephone and any other easements as may be necessary in the
Declarant’s sole judgment to serve the Dwelling Units and to develop, service and maintain the Real
Estate, and any improvements thereon, including but not limited to easements for purposes relating
to construction, and to access to any emergency roads which may be located upon the Real Estate.
The aforesaid easement shall include reasonable rights of ingress and egress. Furthermore,
Declarant hereby declares and reserves for the benefit of all Owners, the Association, and the
various public utility companies a non-exclusive public utility casement under the Common Area
and under the portions of the Lots upon which no Dwelling Unit is constructed, for the installation,
construction, improvement, removal, reconstruction, replacement and substitution of underground
service lines, wires, cables, conduits, terminals, manholes and other fixtures as the beneficiaries of
the easement may from time to time require for any storm and sanitary sewer, water, gas, electricity,
cable television, telephone, internet and other utilities which may serve the Dwelling Units
constructed on the Real Estate, the Residential Site, as defined in the Cross Easement Agreement, or
other adjacent properties. It shall be the obligation of any party exercising the easement to restore
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any areas disturbed by the exercise of the easement to the original condition prior to the exercise of
the easement. The Declarant shall initially own all storm sewers, sanitary sewers and water lines on,
in, under or over the Real Estate, and shall have the right, but not the obligation of maintenance,
replacement, repair or removal thereof and reasonable access thereto. Declarant may transfer title (i)
to said storm sewers to any assignee deemed beneficial or appropriate by Declarant, and (ii) to said
sanitary sewers and water lines to the City of Sterling or the Association, which assignments shall be
effected by a bill of sale or other appropriate writing. In the absence of a prior transfer to a third
party, the fransfer shall be deemed to have been made to the Association upon the closing of the sale
of the last Lot to an Owner without further action or documentation. Certain Easements for serving
the Real Estate and other properties with public utilities and municipal services are granted on the
Plat of Subdivision, recorded in the Whiteside County Recorder of Deeds office on October 9, 2018
as Document No. 2018-05590, attached hereto as Exhibit “C” (the “Plat of Subdivision™).

6.02 Driveway Easements and Access Easements. Non-exclusive casements are hereby
declared and granted to Declarant, and the Association over those portions of the Lots and Common
Area which are paved driveways and sidewalks for the purpose of snow removal. Non-exclusive
easements for ingress and egress are hereby declared and granted to Declarant, the Association and
Owners, and Owners’ agents, contractors, invitees and guests, for vehicular and pedestrian access to
and from any publicly dedicated thoroughfares abutting the Real Estate, over, upon and through
those portions of the Common Area which are or may be or become private streets or drives as
depicted on the Plat of Subdivision. The Association may grant easements to adjacent or contiguous
property owners, their invitees and guests, for ingress and egress over, upon and through portions of
the Common Area. The Association shall grant easements to Declarant and Declarant’s agents and
independent contractors for purposes of construction, maintenance, repair, replacement and
operation of the Cottage Acres Community.

6.03 Association Easement. A non-exclusive easement is hereby granted to the
Association to fulfill any of the obligations of the Association set forth herein as in the Cross
Easement Agreement. Such obligations include, but are not limited to, snow removal, repairs upon
Common Areas, street maintenance, if any, watering, maintenance and landscaping.

6.04. [Easements - Municipal Authorities. Police, fire, water, sewer, health, engineering,
building inspection, development and other authorized officials, employees and vehicles of the City
of Sterling or of other governmental bodies shall have the right of and are hereby granted ingress and
egress to the Real Estate and any part thereof, for performance of official duties and for the purpose
of enforcing all city, county and state ordinances and statutes of the State of Illinois. In addition,
duly designated officials and employees of the City of Sterling and of other governmental bodies
having jurisdiction over the Real Estate shall have and are hereby granted an easement to enter upon,
on and over the Real Estate for the purposes of inspecting, maintaining, repairing or replacing the
sanitary sewers, water lines, storm water detention areas, drainage systems, and enforcing the
applicable ordinances, rules and regulations of the said City and governmental bodies, and to correct
or eluminate nuisances or violations resuliing from the failure to excrcise maintenance
responsibilities by the Declarant or its successors and assigns, an Owner or the Association.

6.05. Easements to Run with the Land. All easements and rights on or with respect to the
Real Estate are easements appurtenant to and runming with the land, perpetually in full force and
cffect, and at ali times shall inure to the benefit of and be binding on the Declarant and its successors
and assigns, every Ownmer and his or her heirs, grantees, successors and assigns, the Association and
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the City of Sterling.

6.06. Creation of Easements. Reference to the easements and rights described in any part
of this Declaration shall be sufficient to create such easements and rights and any subsequent
conveyance of any Lot shall be deemed to include such easements and rights as fully and completely
as though such easements and rights were recited fully and set forth in their entirety in such
conveyance.

6.07. Non-Interference with Easements. The Association shall not interfere with or allow
the interference with any easement as hercinabove set forth in this Article. Obstructions shall not be
placed over any of said casements. The grade of the property over said casements shall not be
altered in any manner so as to interfere with the proper operation and maintenance of the casement,
but to the extent permitted hereunder, the same may be used for gardens, shrubs, landscaping and
such other purposes that then and later do not unreasonably interfere with the use and right herein
granted.

6.08. Easement Rights. The Declarant and the Association, and their successors and
assigns, and any party for whose benefit easements are granted pursuant to the terms hereof, shall
have the right to do whatever may be required for the enjoyment of the casement rights herein
granted, including the right to clear said easement area of trees, shrubs, or any building, structure or
paving erected on or installed within the easement areas, and no charge, claim or demand may be
made against such parties for any such activitics in the exercise of such rights.

6.09 Easements over Lots. An easement is hereby granted to Declarant and the Association
and their respective agents, employees and contractors, by the Owners to enter upon, over, through
and across any Lot to the extent necessary for the purpose of performing any of their respective
obligations herein provided including but not limited to repairs, replacement, and maintenance of
Common Areas, Dwelling Unit Exteriors, utilities or landscaping as provided for in this Declaration,
or for provision of emergency police, firefighting or rescue services. Such right and easement shall
be appurtenant to and shall pass with title to every Lot, subject to the right of the Association, in
accordance with its By-Laws, to adopt rules and regulations governing use and operation.

6.10. Additional Easements - Association Authority. The Association shall have the right
and authority from time to time to lease or grant easements, licenses, or concessions with respect to
any portions or all of the Real Estate for such uses and purposes as the Board deems to be in the best
interests of the Owners and which are not prohibited hereunder, including, without limitation, the
right to grant easements for utilities and similar and related purposes, but only upon written approval
of the City of Sterling. Any and all proceeds from leases, easements, licenses or concessions with
respect to the Real Estate shall be used to pay the Operating Expenses. Also, the Association shall
have the right and power to dedicate any part or all of the roads or utilities to the City, but only
subsequent to the approval of such a dedication by the City of Sterling by written resolution duly
adopted. Each person, by acceptance of a deed, mortgage, trust deed, other evidence of obligation,
or other instrument relating to a Lot, shall be deemed to grant a power coupled with an interest to the
Board, as attorney-in-fact, to grant, cancel, alter or otherwise change the easements provided for in
this Section. Any instrument executed pursuant to the power granted herein shall be executed by the
President and attested by the Secretary of the Association and duly recorded.

6.11. Easement for Encroachment. In the event that by reason of the construction, repair,
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reconstruction, settlement or shifting of a Dwelling Unit, any portion of such Dwelling Unit shall
encroach upon any other Dwelling Unit, then in any such case there should be deemed to be an
easement in favor of and appurtenant to such encroaching improvement for the continuance,
maintenance, repair and replacement thereof, provided, however, that in no event shall an easement
for any encroachment be created in favor of any Owner if such encroachment occurred due to the
intentional, willful or negligent conduct of such Owner or such Owner's agent.

ARTICLE VII

ASSESSMENTS, RESERVE FUND. REMEDIES
FOR NON-PAYMENT OF ASSESSMENTS

7.01. Purpose of Assessments. The Maintenance Assessment shall be used for the purpose
of promating the health, safety and welfare of the Real Estate or any portion thereof and in particular
for the improvement, operation, repair and maintenance of the Common Area, Lots, and Dwelling
Unit Exteriors. The assessments levied shall be exclusively for the purpose of defraying Operating
Expenses and accumulating reserves to defray any extraordinary Operating Expenses.

7.02. Maintenance Assessment. Fach year on or before November 1st, the Board shall
cause to be prepared and furnish each Owner with a proposed budget for the ensuing calendar year
and notice of the Board meeting concerning the adoption of the proposed budget. Such budget shall
show the following with reasonable explanations and itemizations:

(@) The estimated Operating Expenses;

(b) The estimated amount, if any, required to maintain adequate reserves for
extraordinary Operating Expenses, including without limitation amounts required to
maintain the Capital Reserve;

(c) The estimated net excess funds, if any, from the current year's assessments;

(d) The amount of the Maintenance Assessment payable with respect to the
ensuing year by the Owners, which amount is defined as the amount determined in (a) above
plus the amount determined in (b) above minus the amount determined in (¢) above;

(e) That portion of the Maintenance Assessment which shall be payable each
month by the Owner of each Lot which is subject to assessment hereunder, which shall be
equal to one-twelfth (1/12) of the Maintenance Assessment divided by the number of
Dwelling Units on the Real Estate, the intent being that each Owner shall pay an equal
Maintenance Assessment.

Anything in this Section to the contrary notwithstanding, during the Transition Period the
assessment procedure set forth in Section 7.09 shall apply and the budget provided for in this
Section need not disclose the information called for in Subsection (e) above. The budget shall,
however, indicate the portion of each Owner's share of the Maintenance Assessment which is
intended to be added to the Capital Reserve.

7.03. Payment of Maintenance Assessment. On or before the first day of each month of the
calendar year in which an Owner closes on the purchase of a Lot, and on or before the first day of
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each and every month until the effective date of the next annual or revised Maintenance Assessment,
and then monthly thereafter, each Owner of a Lot shall pay to the Association, or as the Board may
direct, that portion of the Maintenance Assessment which is payable by an Owner of a Lot under
Section 7.02(e).

7.04. Report of Expenditures. On or before April first of cach calendar year the Board
shall supply to all Owners an itemized accounting of the Operating Expenses actually incurred and
paid with respect to the preceding calendar year together with a tabulation of the amounts collected
by way of Maintenance Assessments. Such accounting shall set forth overages or shortages as well
as the amount of any reserves. The status of the Capital Reserve (with an itemization and
explanation of all receipts and disbursements) shall be simultancously reported to the Owners.

7.05. Revised Assessment. If the Maintenance Assessment proves inadequate for any
reason (including the non-payment of any Owner's assessment) or proves to exceed funds reasonably
needed, the Board may increase or decrease the assessment payable under Section 7.02(e) by giving
written notice thereof (together with a revised budget and explanation for the adjustment) to cach
Owner not less than ten (10) days prior to the effective date of the revised assessment.

7.06. Speciai Assessment. The Board may levy a special assessment as hereinafter
provided (i) to pay (or build up reserves to pay) expenses other than Operating Fxpenses incurred (or
to be incurred) by the Association from time to time for a specific purpose including, without
limitation, the landscaping of the Common Area or the Lots, to make alterations, additions or
improvements to the Dwelling Unit Exteriors; or (ii) to cover an unanticipated deficit under the prior
year's budget. Any special assessment shall be levied against all of the Owners, share and share
alike. No special assessment shall be adopted without the affirmative vote of at least a majority of
the Voting Members who cast their votes on the question. The Board shall serve notice of a special
assessment on all Owners by a statement in writing giving the specific purpose and reasons therefor
in reasonable detail, and the special assessment shall be payable in such manner and on such terms
as shall be fixed by the Board. Any assessments collected pursuant to this Section (other than those
to cover an unanticipated deficit under the prior year's budget) shall be segregated in a special
account and used only for the specific purpose set forth in the notice of assessment.

7.07. Capital Reserve. The Association shall segregate and maintain a special reserve
account to be used solely for making capital expenditures (the "Capital Reserve™). The Board shall
determine the appropriate level of the Capital Reserve based on a periodic review of the useful life
of improvements to the Common Area, and the portions of the Lots for which the Association is
responsible for maintaining, and periodic projections of the cost of anticipated major repairs or
replacements. Each budget shall disclose the portion of the Maintenance Assessment which is to be
added to the Capital Reserve.

7.08. Initial Capital Contribution. Upon the closing of the first sale of a Lot by the
Declarant to a purchaser for value, the purchasing Owner shall make a capital contribution to the
Association in an amount equal to two (2) months’ Maintenance Assessment at the rate in effect with
respect to the Lot as of the closing. Said amount shall be held and used by the Association for its
working capital needs.

7.09. Assessments During Transition Period.
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(a) Application of Assessments. Each month each Owner (other than the
Declarant) shall pay as his monthly Maintenance Assessment. The Association shall specify
the portion, if any, of each such payment that is to be earmarked as a capital contribution
under Section 7.02 to the Capital Reserve. The balance of each such payment shall be used
by the Association to pay the Operating Expenses.

(b}  Declarant's Obligation. With regard to any Lot for which title has not been
conveyed by Declarant the assessment respecting any such Lot shall be limited to the
aggregate amount of actual operating expense from time to time required to be paid with
respect to such Lot; provided, however, that in the event Declarant enters into a lease or
installment contract for any Dwelling Unit, then Declarant shall be responsible for the
payment of assessments on those Lots on the same basis as any other Owner. Actual
operating expenses shall mean those ordinary expenses attributable only to the period in
question covering the maintenance and operation of the Dwelling Unit and shall not include
capital expenditures, amounts set aside as a reserve for contingencies or replacements, repair
items or inventory items to the extent attributable to subsequent periods. Subject to the
above, the Declarant hereby agrees to satisfy any deficit or shortage in the Association's
operating budget for any period in which the Declarant has paid reduced assessments
pursuant to this Section 7.09, provided, however, that the Declarant's liability hereunder
shall not exceed the amount by which the Declarant's assessments have been reduced below
the assessments of each other Owner by reason of this Section 7.09. Until such time as the
Turnover Date has occurred, the assessments covering the Lots which have not been sold or
conveyed by the Declarant may be paid on a monthly basis or, at its option, paid to the
Association at the close of each calendar year without interest. Notwithstanding the above,
Declarant shall receive a credit against any amounts due under this Declaration in an amount
equal to the amount paid by Declarant to the Association upon the closing of the transfer of
68 Dwelling Units to third party Owners pursuant to those separate Release of Claims
Agreements dated on or about the date hereof by and between Declarant and each Owner
(the “Settlement Agreement”). Notwithstanding any provision to the contrary herein
contained, each and all of the representations, covenants, undertakings and agrcements
hercin made on the part of the Declarant, while in form purporting to be representations
covenants, undertakings and agreements of the Declarant, are nevertheless, each and every
one of them, made and intended not as personal representations, covenants, undertakings,
and agreements by the Declarant or for the purpose or with the intention of binding the
Declarant personally, but are made and intended for the purpose of binding only Declarant’s
interest in the Real Estate, and in the event of a default by Declarant hereunder, Owners shall
look solely to the interest of Declarant in the Real Estate.

7.10. Pavment of Assessments. Assessments levied by the Association shall be collected
from each Owner by the Association, or as the Board may direct, and shall be a lien on the Owner's
Lot and also shall be a personal obligation of the Owner in favor of the Association, all as more fully
set forth in Sections 7.12, 7.13 and 7.14.

7.11. Maintenance of Records. The Board shall keep full and correct books of account in
chronological order of the receipts and expenses for which it is responsible, specifying and itemizing
the maintenance and repair expenses as well as any other expenses incurred. Such records and
vouchers authorizing the payments shall be available for inspection by any Owner or any
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representative of an Owner duly authorized in writing, at such reasonable time or times, during
normal business hours, as may be requested by the Owner. The Board will cause each Owner to be
notified of any expenditures of the Association with respect to which such Owner shall be entitled to
take a deduction for income tax purposes and the amount of the deductjon to which such owner is
entitled. The Board shall also advise each Owner of the amount of any Capital Expenditures which
affect the Owner's tax basis. Upon ten (10) days' notice to the Board and payment of a reasonable
fee any Owner shall be furnished a statement of his account setting forth the amount of any unpaid
assessments or other charges due and owing from such Owner.

7.12.  Creation of Lien and Personal Obligation. The Declarant hereby covenants, and each
Owner of a Lot by acceptance of a deed therefor (whether or not it shall be so expressed in any such
deed or other conveyance) shall be and is deemed to covenant and hereby agrees to pay to the
Association all Charges made with respect to the Owner on the Owner's Lot. Each Charge, together
with interest thereon and reasonable costs of collection, if any, as hereinafter provided, shall be a
continuing lien upon the Lot against which such Charge is made and also shall be the personal
obligation of the Owner of the Lot at the time when the Charge becomes due. Declarant hereby
agrees that during the Transition Period, any amounts which become payable from the Declarant to
the Association under Section 7.09 shall be a continuing lien against the Lots owned by Declarant at
the time that the payment becomes due. The lien or personal obligation created under this Section
shall be in favor of and shall be enforceable by the Association.

7.13.  Coliection of Charges. The Association shall collect from each Owner all Charges
payable by such Owner under this Declaration.

7.14. Non-Payment of Charges. Any Charge which is not paid to the Association when due
shall be deemed delinquent. Any Charge which is delinquent for thirty (30) days or more shall bear
interest at the maximum legal general interest rate permitted by Illinois law from the due date to the
date when paid; provided, however, the minimum penalty for any Charge which is delinquent for
thirty (30) days or more shall not be less than $25.00. The Association may (i) bring an action
against the Owner personally obligated to pay the Charge to recover the Charge (together with
interest, costs and reasonable attorney fees for any such action, which shall be added to the amount
of the Charge and included in any judgment rendered in such action) and/or (ii) enforce and
foreclose any lien which it has or which may exist for its benefit. Tn addition, the Board may add a
reasonable [ate fee to any installment of an assessment which is not paid within thirty (30) days of its
due date. No Owner may waive or otherwise avoid personal liability for the Charges hereunder by
nonuse of the Common Area or by abandonment or transfer of his Lot.

7.15. Lien for Charges Subordinated to Mortgages. The lien for Charges, provided for in
Section 7.12, shall be subordinate to the Mortgagee's mortgage on the Lot if such mortgage was
recorded prior to the date that any such Charge became due. Except as hereinafter provided, the lien
for Charges, provided for in Section 7.12, shall not be affected by any sale or transfer of a Lot.
Where title to a Lot is transferred pursuant to a decree of foreclosure of the Mortgagee's mortgage or
by deed or assignment in lieu of foreclosure of the Mortgagee's mortgage, such transfer of title shall
extinguish the lien for unpaid Charges which became due prior to the date of the transfer of title.
However, the transferee of the Lot shall be personally liable for his share of the Charges with respect
to which a lien against his Lot has been extinguished pursuant to the preceding sentence where such
Charges are reallocated among all the Owners pursuant to a subsequently adopted annual or revised
Maintenance Assessment or special assessment and non-payment thereof shall result in a lien against
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the transferee's Lot, as provided in this Article.

7.16. Self-Help by Board. In the event of a violation or breach by an Owner of the
provisions, covenants or restrictions of this Declaration, the Bylaws, or rules or regulations of the
Board, whenever such violation or breach may be cured or abated by affirmative action, the Board,
upon not less than ten (10) days' prior written notice to the Owner, shall have the right to enter upon
that part of the Real Estate with respect to which the violation or breach exists to remove or rectify
the violation or breach.

7.17.  Other Remedies of the Board. In addition to or in conjunction with the remedies set
forth above, enforcement of any of the provisions contained in this Declaration or any rules or
regulations adopted hereunder may be by proceeding at law or in equity by the Association against
any person or persons violating or attempting to violate any such provision either to restrain such
violation, require performance, recover sums due or payable, or recover damages, and/or against the
land to enforce any lien created hereunder; and failure by the Association or any Owner to enforce
any provision shall in no event be deemed a waiver of the right to do so thereafter.

7.18.  Costs and Expenses. All costs and expenses incurred by the Board in connection with
any action, proceedings or self-help in connection with exercise of its rights and remedies under this
Article, including, without limitation, court costs, attorney fees and all other fees and expenses, and
all damages, liquidated or otherwise, together with interest thereon at the maximum legal general
rate permitted by Illinois law until paid, shall be charged to and assessed against the defaulting
Owner, and the Association shall have a lien for the same upon his or her Lot as provided in Section
7.12.

7.19. Enforcement by Owners. Enforcement of the provisions contained in this Declaration
and the rules and regulations adopted hereunder may be by any proceeding at law or in equity by any
aggrieved Owner against any person or persons violating or attempting to violate any such
provisions, cither {o restrain such violation or to recover damages, and against a Lot to enforce any
lien created hereunder.

7.20. Mechanic's Liens. The Board may cause to be discharged any mechanic's lien or
other encumbrance which in the opinion of the Board may constitute a lien against the Dwelling
Unit(s). Where less than all of the Owners are responsible for the existence of said lien, such
Owners responsible shall be jointly and severally liable for the amount necessary to discharge the
same, and for all costs and expenses including attorneys' fees and court costs incurred by reason of
the lien.

ARTICLE VTII

GENERAL PROVISIONS

8.01. Declarant Responsibility Prior to Association. Until such time as the Association is

formed, the Declarant may exercise any of the powers, rights, duties and functions of the
Association and shall be responsible for all obligations and responsibilities of the Board hereunder.

8.02. Mortgagee Entitlement to Notices. Upon written request to the Board, any
Mortgagee shall be entitled to be given a copy of any and all notices permitted or required by this
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Declaration to be given to the Owner whose Lot is subject to such mortgage or trust deed.

8.03. Relerences to Declaration in Conveyangces. Each Owner ofa Lot, by acceptance ofa
deed therefor or conveyance thereof, whether or not it shall be so expressed in any such deed or
other conveyance, shall be deemed to covenant and agree to all of the terms, conditions and
obligations contained herein, including but not limited to the imposition and foreclosure of licns.

8.04, Indemnification of the Declarant and the City. The Association and Owners, as the

case may be, and their respective assigns, successors and representatives shall defend, indemnify and
hold harmless the Declarant and the City of Stetling, their respective partners and its partners’
shareholders, officers and directors and their respective attorneys, employees and agents from any
injury, claim, demand, suit, judgment, execution, liability, debt, damages or penalty (hercinafter
collectively referred to as "claims") arising out of or resulting from any acts or omissions of the
Association or Owners, their respective assigns, successors or representatives. The Association or
Owners, as the case may be, shall pay all expenses incurred by the Declarant or the City of Sterling
in defending itself with regard to any claim, including out-of-pocket expenses such as attorneys and
expert fees and the reasonable value of any services rendered by any employee of the Declarant or
the City of Sterling. Nothing in this Section shall be deemed to indemnify the Declarant or the City
of Sterling against any claims arising out of or from the negligent act or omission of the Declarant or
the City of Sterling, respectively.

8.05. Notice Requirements. Notices provided for in this Declaration shall be in writing,
and shall be addressed to the Board in care of the President of the Association, or to any Owner, as
the case may be, at such person's last known address as it then appears on the records of the
Association or to the City of Sterling, to the City Administrator of Sterling, Illinois. The
Association or Board may designate a different address or addresses for notices to them,
respectively, by giving written notice of such change of address to all Owners. The City of Sterling
may designate a different address for notices by giving written notice of such change to the
Association. Any Owner may also designate a different address for notice to him by giving written
notice of his change of address to the Board. Notices addressed as above shall be deemed delivered
when mailed by United States registered or certified mail or when delivered in person with written
acknowledgment of the receipt thereof, or, if addressed to an Owner, when deposited in his mailbox
or at the door of his or her Dwelling Unit or notices may be accomplished using the technology
generally available to the Members at the time such notice is given.

8.06. Delivery of Notices. Notices required to be given any devisee or personal
representative of a deceased Owner may be delivered either personally or by mail (or by using such
technology generally available to the Members at the time of such notice) to such party at his or its
address appearing in the records of the courts wherein the estate of such deceased Owner is being
administered.

8.07. Appurtenancy of Covenants. All restrictions, conditions, covenants, easements,
reservations, liens and Charges, as well as the jurisdiction, rights and powers created or reserved by
this Declaration, and ali rights, benefits and privileges of every character hereby created, reserved or
declared, and all impositions and obligations hereby imposed, shall be deemed and taken to be
covenants appurtenant, running with the land, and shail at all times be binding on and inure to the
benefit of any person having at any time an interest or estate in the Real Estate or any Lot. The
foregoing shall obtain whether or not the deed of conveyance or other instrument (such as, by way of
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example, Articles of Agreement for Deed) through which such person claims an interest or estate,
makes reference to this Declaration, in like manner as though the provisions of the Declaration were
recited and stipulated in fill on each such deed of conveyance or other instrument.

8.08. Non-Enforcement of Covenants nota Waiver. No covenants, restrictions, conditions,
obligations or provisions contained in this Declaration shall be deemed to have been abrogated or
waived by reason of any failure to enforce the same, irrespective of the number of violations or
breaches which may occur.

8.09. Modification of Declaration. The covenants and restrictions of this Declaration may
be amended during the first fifty (50) year period afier the date of recording or within any successive
ten (10) year period by an instrument signed by those Owners entitled to cast seventy-five percent
(75%) of the total votes, provided, however, that no Material Amendment to this Declaration, the
By-Laws or the Association's articles of incorporation shall be effective unless approval thercof is
obtained from Eligible Mortgage Holders representing at least fifty-one percent (51%) of the Lots
that are subject to mortgages held by Eligible Mortgage Holders. This Declaration may also be
canceled or amended by an instrument signed by seventy-five percent (75%) of Owners executed
and recorded within ninety (90) days of the expiration of any successive ten (10) year period, such
cancellation or amendment to be effective on the date of commencement of the ten (10) year period
in question, provided, however, that no termination or alteration of the legal status of the Association
or the Real Estate for reasons other than substantial destruction or condemnation of the property
shall be effective unless approval thereofis obtained from Eligible Mortgage Holders representing at
least sixty-seven percent (67%) of the Lots that are subject to mortgages held by Eligible Mortgage
Holders, and the City of Sterling by resolution duly adopted.

Declarant reserves the right and power to record a special amendment ("Special
Amendment") to this Declaration at any time and from time to time which amends this Declaration
(1) to comply with requirements of the Federal National Mortgage Association, the Government
National Mortgage Association, the Federal Home Loan Mortgage Corporation, the Department of
Housing and Urban Development, the Federal Housing Association, the Veteran's Administration, or
any other governmental agency or any other public, quasi-public, or private entity which performs
(or may in the future perform) functions similar to those currently performed by such entities, (i) to
induce any of such agencies or entities to make, purchase, sell, insure, or guarantee mortgages
covering Lots or (ii) to correct clerical or typographical errors in this Declaration or any Exhibit
hereto or any supplement or amendment thereto. In furtherance of the foregoing, a power coupled
with an interest is hereby reserved and granted to the Declarant to vote in faver of, make, or consent
to a Special Amendment on behalf of each Owner as proxy or attorney-in-fact, as the case may be.
Each deed, mortgage, trust deed, other evidence of obligation, or other instrument affecting a
Dwelling Unit, and the acceptance thereof shall be deemed to be a grant and acknowledgment of,
and a consent to the reservation of, the power of the Declarant to vote in favor of, make, execute and
record Special Amendments. The right of the Declarant to act pursuant to rights reserved or granted
under this Section 8.09 shall terminate at such time as the Declarant no longer holds or controls title
to any L.ots.

Notwithstanding anything contained herein fo the contrary, no amendment, change,
modification or rescission of any provision of this Declaration shall be effective which results in the
Declaration being in violation of the then-current zoning code of the City of Sterling.
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8.10. Invalidity of Covenant. The invalidity of any covenant, restriction, condition,
limitation or any other provision of this Declaration, or of any part of the same, shall not impair or
affect in any manner the validity or enforceability of the rest of this Declaration.

8.11.  Unlawful Covenants. Ifany of the options, privileges or covenants or rights created
by this Declaration would otherwise be unlawful or void for violation of (a) the rule against
perpetuities or some analogous statutory provisions, (b) the rule restricting restraints on alienation,
or (c) any other statutory or commen law rules imposing time limits, then such provision shall
continue only until twenty-one (21) years after the death of the survivor of the now living lawful
descendants of the incumbent Governor of the State of Illinois, and the incumbent President of the
United States.

8.12. Mortgagees. The following provisions are intended for the benefit of each
Mortgagee and to the extent if at all, that any other provisions of this Declaration conflict with the
following provisions, the provisions of this Section 8.12 shall control:

(a) Upon request in writing to the Association identifying the name and address
of the Mortgagee or the insurer or guarantor of a recorded mortgage or trust deed on a Lot
("Insurer or Guarantor") and the unit number, the Association shall fumish each
Mortgagee, Insurer or Guarantor a written notice of the default of any Owner's obligations
under this Declaration which is not cured within thirty (30) days. Any Mortgagee of a Lot
who comes into possession of the said Lot pursuant to the remedies provided in the
mortgage, foreclosure of the mortgage, or deed (or assignment) in lieu of foreclosure shall, to
the extent permitted by law, take such property free of any claims for unpaid assessments or
charges in favor of the Association against the mortgaged Lot which become due prior to (i)
the date of the transfer of title or (ii) the date on which the holder comes into possession of
the Lot, whichever occurs first (except for any sums which arc reallocated among the
Owners pursuant to the last sentence of Section 7.15 hereof).

(b) Upon request in writing, each Mortgagee, Insurer or Guarantor shall have the
right:

(i) to examine current copies of this Declaration, the By-Laws, rules and
regulations and the books and records of the Association during normal business
hours;

(i)  to receive, without charge and within a reasonable time after such
request, an audited financial statement prepared by the Association at the end of each
of its respective fiscal vears;

(iii)  to receive written notices of all meetings of the Association and to
designate a representative to attend all such meetings;

(iv)  toreceive written notice of any decision by the Association or Owners
to make a Material Amendment to the Declaration, By-Laws or the articles of
incorporation of the Association;

(v)  to receive written notice of any lapse, cancellation or material
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modification of any insurance policy or fidelity bond maintained by the Association;

(vi)  toreceive written notice of any proposed action which would require
the consent of a specified percentage of Mortgagees; and

(vii)  to receive written notice of any condemnation or casualty loss that
atfects either a material portion of the Real Estate or the Lot on which it holds,
insurers or guarantees the mortgage.

(c) No provision of this Declaration, the By-Laws or the articles of incorporation
of the Association or any similar instrument pertaining to the Real Estate or the Dwelling
Units therein shall be deemed to give an Owner or any other party priority over the rights of
the Mortgagees pursuant to their mortgages in the case of distribution to Owners of
insurance proceeds or condemnation awards for losses to or a taking of the Lots, and/or the
Common Area, or any portion thereof or interest therein. In such event, the Mortgagees,
Insurers or Guarantors of the Lots affected shall be entitled, upon specific written request, to
timely written notice of any such loss.

(d) Upon specific written request to the Association, each Mortgagee, Insurer or
Guarantor of a Lot shall be furnished notice in writing by the association of any damage to or
destruction or taking of the Common Area if such damage or destruction or taking exceeds
Ten Thousand Dollars ($10,000.00), or if damages shall occur to a Lot in excess of One
Thousand Dollars ($1,000.00), notice of such event shall also be given.

(e) It any Drwelling Unit or portion thereof or the Common Area or any portion
thereof is made the subject matter of any condemnation or eminent domain proceeding or is
otherwise sought to be acquired by a condemning authority, then the Mortgagee with respect
to the distribution to such Lot of the proceeds of any award or settlement. :

8.13. Construction. The provisions of this Declaration shall be liberally construed to
effectuate its purpose of creating an appropriate plan for the ownership, operation and maintenance
of the Real Estate, on the terms and conditions set forth herein.

8.14. Responsibility of Trust Beneficiaries. In the event title to any Lot is conveyed to a
land title-holding trust, under the terms of which all powers of management, operation and control of
the Lot remain vested in the trust beneficiary or beneficiaries, then the Lot under such trust and the
beneficiaries thereunder from time to time shall be responsible for payment of all obligations, liens
or indebtedness and for the performance of all agreements, covenants and undertakings chargeable
or created under this Declaration against such Lot. No claim shall be made against any such title-
holding trustee personally for payment of any lien or obligation hereunder created and the trustee
shall not be obligated to sequester funds or trust property to apply in whole or in part against such
lien or obligation. The amount of such lien or obligation shall continue to be a charge or lien upon
the Lot and the beneficiaries of such trust notwithstanding any transfers of the beneficial interest of
any such trust or any transfers of title of such Lot. Notwithstanding the above, it is expressly
understood and agreed, anything herein to the contrary notwithstanding, that any liability on the part
of Declarant under this Declaration is enforceable solely against the interest of the Declarant or
Trustee or the Property and not any other assets of Declarant. No personal liability or personal
responsibility is assumed by nor shall at any time be asserted or enforceable against Declarant (or
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any officers, directors, partners, agents, or employees of Declarant) on account of this Declaration,
or any act pursuant hereto or on account of any representation, covenant, undertaking or agreement
of Declarant in this Declaration, contained either express or implied, all such personal liability, if
any, being expressly waived and released.

8.15. Interpretation of Declaration. In the event of any dispute or disagreements between
any Owners relating to Dwelling Unit Exteriors or any question of interpretation or application of
the provisions of this Declaration, the determination thereof by the Board shall be binding and final
as to each of said Owners.

8.16. Compliance with Ordinances. The Declarant and cach Owner shall be deemed to
covenant and agree to abide by all applicable codes, regulations and ordinances of the City of
Sterling.

8.17. Enforcement of Declaration. This Declaration and the various covenants and
restrictions therein contained may be enforced by the Declarant, the Association, by any Owner, and
by any other person specifically authorized herein to enforce them or for whose benefit they are
created. Enforcement of this Declaration and the various covenants and restrictions therein
contained may be sought by any proceeding at law or in equity against any person or persons
violating or attempting to violate any covenant or restriction, either to restrain violation, to compel
affirmative action or to recover damages, and against the land to enforce any lien created by this
Declaration. All expenses incurred by any party so enforcing this Declaration, including court costs
and attomey fees, shall be borne by the party against whom the enforcement proceedings are
maintained.

Notwithstanding anything herein to the contrary, the Board shall not institute any significant
legal proceeding, including any arbitration or judicial reference proceeding, against any person
without providing the Owners with at least thirty (30) days’ prior writien notice of the Association’s
intention to institute legal proceedings. The notice shall describe the purpose of the proceeding, the
parties to the proceeding, the anticipated cost to the Association (including attorneys’ fees) in
processing the proceeding, the source of funds to process the proceeding (reserves or special or
regular assessments), and suggested information that should be disclosed to third parties, such as
prospective purchasers and lenders, while the proceeding is being prosecuted. For purposes herein,
“significant legal proceeding” shall mean any legal proceeding in which it reasonably could be
anticipated that any of the following events could occur:

() The levy of a special assessment to fund all or any portion of the costs of the
proceeding;

(b} The expenditure of funds from the Association’s reserves in connection with
the proceeding in an arnount in excess of five percent (5%) of the then current reserves;

(c) The amount of the claim is in excess of Twenty-Five Thousand and No/100
Doilars ($25,000.00); or

(d) The action could have a material adverse effect on the ability to sell and/or
refinance the Lot during the period the proceeding is being prosecuted.
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Notwithstanding the foregoing, the notice shall not be required to commence and pursuc any
action to collect delinquent assessments. Furthermore, if the Board in good faith determines that
there is insufficient time to provide prior notice to the Owners as required herein prior to the
expiration of any applicable stature of limitations or prior to the loss of any other significant right of
the Association, the Board may take the necessary steps to commence the proceeding to preserve the
rights of the Association, provided that as soon as is reasonably practical thercafier, and not later
than thirty (30) days following the commencement of the proceeding, the Board shall provide the
Owners with notice as required herein.

8.18. Recordation of Declaration. This Declaration shall be recorded with the Recorder of
Deeds of Whiteside County, Illinois, and all contracts and deeds of conveyance relating to the Real
Estate or any part thereof shall be subject to the provisions of this Declaration.

8.19.  Assignment. All rights which are hereby reserved to the Declarant are mortgageablc,
pledgeable, assignable or transferable. Upon any exercise of rights by the holder of said mortgage,
pledge, assignment or transfer, any successor assignee by foreclosure or otherwise shall from time to
time hold or be entitled to exercise the rights of Declarant hereunder as fully as if named as such
party herein.

ARTICLE IX

DISPUTE RESOLUTION

9.01. General. Any disputes between the Association (or any Owners) and the Declarant or
any director, officer, partner, member manager, cmployee, subcontractor or agent of the Declarant
relating to this Declaration, the use or condition of the Real Estate, and the construction and
installation of any improvements located thereon shall be subject to the provisions of this Article
IX.

9.02. “ASIS” and Waiver of Claims. Declarant makes no representations or warranties to
any of the Owners or the Association regarding the condition of the Common Areas, Lots or
Dwelling Units, including but not limited to the roads, utility systems, homes and landscaping, with
the Association and Owners by acceptance of deeds to the Dwelling Units and Common Areas
accept such condition, including any improvements that may not yet be completed and any existing
defects to any of the improvements located on the Real Estate and waive and release Declarant and
its directors, officers, members, managers and employees and their respective successors and assigns
from any and all claims relating to the condition of the Real Estate or improvements thereon,
including but not limited to any duty to make any repairs to any improvements or complete any
roads or remove any vegetation. Neither Declarant nor any of its managers, members, officers,
directors, employees, agents or their respective successors or assigns shall be liable for any general,
special or consequential damage, costs, diminution in value or other loss which any Owner or the
Association, may suffer as a result of the condition of the Real Estate, the Lot or a Dwelling Unit.

9.03. Resolution of Disputes. Owner, the Association, and Declarant hereby agree that the
mediation and arbitration procedures described below, shall be the sole, exclusive and final means of
resolving any "Dispute” between them and/or between their respective successors-in-interest. As
used herein, "Dispute” shall mean any claim, cause of action (whether at law or in equity), or
disagreement of any nature whatsoever “Claim") arising from or in connection with the conveyance
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of the Lot to Owner, construction or installation of any improvements on the Real Estate, or any

work o

r services performed by Declarant on or in connection with the Lot or Cottage Acres

Community including, without limitation, claims for real and personal property damage,

constru

ction defects (whether patent or latent), bodily injury or wrongful death, nondisclosure,

misrepresentation, fraud, monetary damages, rescission of any agreement, enforceability of this
provision and/or specific performance.
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(a) Mediation. If a Dispute exists, the Parties agree that they shall attempt to
mediate the Dispute. Any Party (the term “Party(ies)” being defined for the purposes of this
Article IX as Declarant, Owner and the Association) may initiate mediation to resolve a
Dispute through a written request to the other Party. The written request ("Mediation
Request") shall include: (i) a description of the nature of the Dispute and (ii} a proposal for
the manner in which the Dispute may be resolved, including the facts supporting such
proposal. If no Party initiates mediation in accordance herewith within forty-five (45)
calendar days after Declarant's receipt of the Defect Notice, the Parties agree that they waive
the Dispute and any and all claims relating or arising from the Dispute. The mediation shall
be conducted by the American Arbitration Association ("AAA") located at Chicago, Illinois,
pursuant to the mediation procedures adopted by the AAA or any successor thereto or any
other entity offering mediation services acceptable to the Parties. Within twenty (20)
calendar days following the receipt by the appiicable Party of the Mediation Request, the
Parties shall select a mediator in accordance with the AAA rules and procedures. If the
Parties cannot agree on a mediator within the time frame provided herein, they agree that the
AAA shall appoint a mediator. Within ten (10) calendar days following selection of the
mediator, each Party shall submit to the mediator a brief memorandum setting forth its
position with respect to the issues involved in the Dispute ("Memorandum'). A Party's
Memorandum may not be disclosed by the mediator to the other Party without the consent of
the Party submitting same. The mediation shall be commenced within (10) calendar days
following the submittal by each Party of its Memorandum and shall be concluded within ten
(10) calendar days following commencement of the mediation unless the Parties mutually
agree to an extension thereofl. The mediation shall be held in Chicago, Illinois, or such other
place as may be mutually acceptable to the Parties. The Parties shall each bear their own
attorney and/or expert/consultant fees. All other expenses of the mediation, including
required traveling and other expenses of the mediator, and expenses of any witnesses and
costs of any expert advice, at the direct request of the mediator, shall be borne equally by the
Parties. If any Dispute is not resolved through mediation, the mediator shall prepare a written
statement ("Mediation Statement") setting forth the issues which the Parties were not able
to resolve, and the respective positions of the Parties regarding such issues. The Mediation
Statement shall be executed by both Parties and shall be submitted by the mediator to the
arbitrator as provided below. If the Parties are unable to agree on the Mediation Statement
within three (3) calendar days after it has been prepared by the mediator, each Party shall,
within five (5) calendar days after the Mediation Statement has been prepared by the
Mediator, submit its own Mediation Statement to the mediator who will submit both
Mediation Statements to the arbitrator as provided below. The Mediation Statement(s) shali
be evidence to the arbitrator of compliance by the Parties with the mediation requirements
hereof. The mediation proceedings shall be privileged under the Illinois evidence code;
however, the Parties agree that the Mediation Statement(s) shall not be subject to any such
privilege.



(b) Arbitration. If the Parties are unable to resolve a Dispute through mediation as
described above, the Dispute shall be submitted to binding arbitration by the AAA under the
Commercial Arbitration Rules of the AAA. As a condition to commencement of the
arbitration, the Parties shall ensure that the mediator provides to the arbitrator a copy of the
Mediation Statement(s). The arbitrator shall have jurisdiction to address only the issues set
forth in the Mediation Statement(s). Except as provided herein, the results of the arbitration
shall be final and non-appealable upon both Parties, and may be enforced by either Party in a
Court of competent jurisdiction. A request for arbitration must be filed under the
Commercial Arbitration Rules of the AAA no later than six (6) months after the date of the
Mediation Statement(s). In the event the request for arbitration is not filed in accordance
herewith within six (6) months after the date of the Mediation Statement(s), the Parties agree
that they waive the Dispute and any and all Claims relating to or arising from the Dispute.
No notice, claim or communication between the Parties, whether under any written limited
warranty or otherwise shall stop the running of any statute of limitations. In addition to the
Commercial Arbitration Rules of the AAA, the following additional rules shall govern the
arbitration: (i) the arbitration shall be conducted by a single arbitrator; (ii) unless the prior
written consent of both Parties is obtained, the Partics to the arbitration shall be limited to
Owner and Declarant and both Partics agree not to attempt to include additional parties in
the arbitration or consolidate the arbitration with any other arbitrations or legal proceedings;
(iii) Declarant shall post the initial fee for such arbitration although the arbitrator shall have
the discretion to require reimbursement of the fee in connection with any award; (iv) the
arbitrator shall follow the law of the State of Tllinois; (v) any decision relating to the
interpretation or application of the statute(s) of limitations shall be appealable under the rules
of the AAA; and (vi) the arbitrator shall provide the Parties with written findings of fact and
law in support of each element of his/her award. The arbitrator shall also stay any arbitration
proceedings unless the arbitrator has received a copy of the Mediation Statement(s)
described above, confirming the Parties’ compliance with Section 9.03(a) hereof.
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JINWITNESS WHEREOF, the said Declarant has executed this Declaration this_ 2\ day
of Decembér, 2018.

0
A WC - STERLING LLC, a Delaware limited
Q) liability company

2> By: ,/M’/

Name: Richard Welch
@ Title: Authorized Signatory

2
STATE OF ILLINOIS %
N

}
) S8.
COUNTY OF WHITESIDE ) <\g\
&
AR my, F-\Dw AR 3\&3;)
I, , a Notary Pubhc\m and Tor said County in the State aforesaid,

DO HEREBY CERTIFY, that Richard Welch, AUE]]O{!Z&d Signatory of WC — Sterling LLC, a
Delaware limited liability company, who are personally knOWn to me to be the same person whose
name is subscribed to the foregoing instrument as such manaqer appeared before me this day in
person and acknowledged that he signed and deliversd the & sa1d instrument as his own free and
voluntary act, as manager as aforesaid, for the uses and purposesz_tgherem set forth; and the said
manager then and there acknowledged that said manager, as custodianf the corporate seal of said
bank, did affix the corporate seal of said bank to said insirument a$szid manager's own free and
veluntary act and as the free and voluntary act of said bank, as manager as-afpresaid, for the uses and
purposes therein set forth. %©

GIVEN under my hand and Notarial Seal this 2~ l day of December, 20] 8.

N‘otary Public

ADRIAN STUESSY

Noiary Public - California
Los Angeies County
Commission # 2165757
M Gomm Expiras 0ct122, 2020




EXHIBIT A

LEGAL DESCRIPTION OF REAL ESTATE

THAT PART OF THE NORTHWEST QUARTER OF SECTION 16, TOWNSHIP 21 NORTH,
RANGE 7 EAST OF THE 4TH P.M., DESCRIBED AS FOLL.OWS: BEGINNING AT THE
SOUTHWEST CORNER OF THE NORTHWEST QUARTER OF SAID SECTION 16; THENCE
ALONG AN ASSUMED BEARING OF NORTH 00°27'1 1" EAST ALONG THE WEST LINE OF
SATD SECTION 16 ADISTANCE OF 821.75 FEET TO A POINT ON THE SOUTHERLY LINE
OF WEST LYNN BOULEVARD; THENCE NORTH 89°29'51" EAST ALONG THE
SOUTHERLY LINE OF WEST LYNN BOULEVARD 491.83 FEET; THENCE SOUTH
00°30'09™ EAST 299.62 FEET; THENCE NORTH 89°29'51" EAST 240.23 FEET; THENCE
SOUTH 00°31'07" EAST 521.81 FEET TO A POINT ON THE SOUTH LINE OF THE
NORTHWEST QUARTER OF SAID SECTION 16; THENCE SOUTH 89°28'53" WEST ALONG
THE SOUTH LINE OF THE NORTHWEST QUARTER OF SAID SECTION 16 A DISTANCE
OF 745.92 FEET TO THE POINT OF BEGINNING, IN THE CITY OF STERLING, WHITESIDE
COUNTY, ILLINOIS.

CONTAINING 535,101 SQUARE FEET OR 12.2842 ACRES MORE OR LESS.
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EXHIBIT B
BY-LAWS OF
COTTAGE ACRES HOMEOWNERS ASSOCIATION
ARTICLE1

Purposes and Powers

The Association shall be responsible for the maintenance, repair and replacement of the
Common Area, Lots and Dwelling Unit Exteriors as set forth in the Declaration, and shall have all
of the powers to perform, and shall be responsible to perform, all of the obligations provided in the
Declaration. Further, the Association shall have all powers now or hereafter granted by the General
Not For Profit Corporation Act of the State of Illinois which shall be consistent with the purposes
specified herein and in the Declaration. The terms used in these By-Laws shall have same
definitions as set forth in the Declaration of the Cottage Acres Homeowners Association to the
extent such terms are defined therein.

ARTICLE I
Offices

2.01. Registered Office. The Association shall have and continuously maintain in this
State a Registered Office and a Registered Agent whose office shall be identical with such
Registered Office. The Association may have other offices within or without the State of Illinois as
the Board of Directors may from time to time determine.

2.02. Principal Office. The principal office of the Association shall be maintained at 590
Madison Avenue, 34th Floor, New York, NY 10022, until such time as the Turnover Date shall
occur.

ARTICLE IIT

Membership

3.01. Voting Rights. There shall be one person (and only one person) with respect to each
Lot shall be entitled to vote at any meeting of the Owners. Such person shall be known and
hereinafter referred to as a "Voting Member". Such Voting Member may be the Owner or one of
the group comprising all the Owners of a Lot, or may be some person designated by such Owner or
Owners to act as proxy on his or their behalf and who need not be an Owner. Such designation
shall be made in writing to the Board and shall be revocable at any time by actual notice to the
Board of the death or judicially declared incompetence of any designator, or by written notice to the
Board by the Owner or Owners. Any or all of such Owners may be present at any meeting of the
Voting Members and (those constituting a group, when acting unanimously) may vote or take any
other action as a Voting Member either in person or by proxy. Declarant shall be the Voting
Member with respect to any and all Lot owned by the Declarant.
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3.02. Meetings.

(a) Quorum; Procedure. Meetings of the Voting Members shall be held at the
principal office of the Association or at such other place in Whiteside County, Ilinois as may be
designated in any notice of a meeting. The presence at any meeting, in person or by proxy, of the
Voting Members for at least fourteen (14) Lots shall constitute a quorum. Unless otherwise
expressly provided herein or in the Declaration, any action may be taken at any meeting of the
Members at which a quorum is present upon the affirmative vote of the Voting Members having a
majority of the total votes present at such meeting, or consent to any action of the Association
without a meeting.

(b)  Initial and Annual Meeting. The initial meeting of the Voting Members shall
be held upon not less than twenty-one (21) nor more than thirty (30) days' written notice given by
the Declarant on a date not later than sixty (60) days after Declarant shall have consummated the
sale of seventy-five percent (75%) of the Lots or a date three (3) years after this Declaration is
recorded, whichever shall first oceur, or such sooner time as may be designated by the Declarant,
and thereupon, the first Owner Board shall be elected (the “Turnover Date™). Thereafter, there
shall be an annual mecting of the Voting Members on the first Tuesday of November following
such initial meeting, and on the first Tuesday of November of each succeeding year thereafter, at
7:30 p.m., or at such other reasonable time or date (not more than thirty (30) days before or after
such date) as may be designated by written notice of the Board delivered to the Voting Members
not less than ten (10) days prior to the date fixed for said meeting.

(c) Special Meetings. Special meetings of the Voting Members may be called at
any time for the purpose of considering matters which, by the terms of this Declaration, require the
approval of all or some of the Voting Members, or for any other reasonable purpose. Said meetings
shall be called by written notice authorized by a majority of the Board or by one-fifth (1/5th) of the
Voting Members and delivered not less than ten (10) days prior to the date fixed for said meeting.
" The notices shall specify the date, time and place of the meeting and the matters to be considered.

3.03. Notice of Meetings. Written notice stating the place, day and hour of the meeting
and the purpose or purposes for which the meeting is called shall be delivered not less than 20 nor
more than 60 days before the date of the meeting, by or at the direction of the President or Secretary
or the Officers or persons calling the meeting. Notices of meetings required to be given herein may
be delivered either personally or by mail to the persons entitled to vote thereat, addressed to each
such person at the address given by him to the Board for purpose of service of such notice, or to the
Dwelling Unit of the Owner with respect to which such voting right appertains, if no address has
been given to the Board.

3.04. Proxy. The vote of any Voting Member may be cast pursuant to a proxy or proxies
duly executed by or on behalf of the Member delivered to the Secretary. No such proxy shall be
revocable except by written notice delivered to the Secretary by the Voting Member. Any proxy
shall be void ifit is not dated or if it purports to be revocable without notice as aforesaid. No proxy
shall be valid after eleven (11) months from the date of its execution unless other-wise provided in
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the proxy. The transfer of title to any Dwelling Unit shall void any outstanding proxy pertaining to
the voting rights appurtenant to that Dwelling Unit. The presence of any Voting Member at the
meeting for which a proxy is given shall automatically revoke the proxy.

ARTICLE IV

Board of Directors

4.01  Election of Board Members. At their initial meeting, the Voting Members shall elect
a full five-member Board. In all elections for members of the Board, each Voting Member shall be
entitled to cast the number of votes equal to the number of Board members to be elected. Voting
shall be on a cumulative basis. The five (5) candidates receiving the highest number of votes shall
be deemed to be elected. Members of the Board elected at the initial meeting shall serve until the
first annual meeting. The three (3) persons receiving the highest mumber of votes at the initial
annual meeting shall be clected to the Board for a term of two (2) years each and the next two (2)
persons receiving the highest number of votes shall be elected to the Board for a term of one (1)
year each. Upon the expiration of the terms of office of the Board members elected at the initial
annual meeting, and thereafter, successors shall be clected for a term of two (2) years cach. The
Voting Members for at least two-thirds (2/3rds) of the number of Lots may from time to time
increase or decrease such number of persons on the Board or may increase or decrease the term of
office of Board members at any annual or special meeting, provided such number shall not be less
than three (3), and that the terms of at least one third (1/3) of the persons on the Board shall expire
annually. Members of the Board shall receive no compensation for their services, unless expressly
allowed by the Board at the direction of the Voting Members for at least two-thirds (2/3rds) of the
number of Lots. Vacancies in the Board, including vacancies due to any increase in the number of
persons on the Board, shall be filled by the Voting Members present at the next annual meeting or
at a special meeting of the Voting Members called for such purpose. Except as otherwise provided
in this Declaration, the Association shall be managed by the Board and the Board shall act by a
majority vote of those present at its meetings when a quorum exists. Meetings of'the Board may be
called, held and conducted in accordance with such resolutions as the Board may adopt. A majority
of the total number of members of the Board shall constitute a quorum.

4.02. Officers. The Board shall elect from among its members a President who shall
preside over both its meetings and those of the Voting Members, and who shall be chief executive
officer ofthe Association; a Secretary who shall keep the minutes of all meetings of the Board and
of the Voting Members and who shall, in general, perform all the duties incident to the office of
Secretary; a Treasurer to keep the financial records and books of account and who shall, in general,
perform all the duties incident to the office of Treasurer; and such additional officers as the Board
shall see fit to elect.

4.03. Removal or Resignation. Subject to the right of the Declarant to remove Board
members appointed by Declarant for any reason whatsoever, any Board member elected by the
Voting Members after the Turnover Date may be removed from office, with or without cause, by
affirmative vote of the Voting Members for at least two-thirds (2/3rds) of the number of Lots at any
special meeting called for that purpose. Any Board member may resign at any time by giving
written notice to the Board. A successor to fill the unexpired term of a Board member who was
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removed or who resigned may be clected by the Voting Members or the Board at the same meeting
or any subsequent meeting called for that purpose.

4.04. Execution of Instruments. All agreements, contracts, deeds, leases, vouchers for
payment of expenditures and other instruments shall be signed by such officer or officers, agent or
agents of the Association and in such manner as from time to time shall be determined by written
resolution of the Board. In the absence of such determination by the Board, such documents shall
be signed by the Treasurer and countersigned by the President.

4.05. Board Member and Officer Liabilitv. Board members and officers of the
Association shall not be personally liable to the Owners for any mistake of judgment or any acts or
omissions of any nature which such Board members or officers take or fail to take as Board
members and/or officers, except with respect to acts or omissions found by a court to constitute
criminal conduct, gross negligence or fraud. The Association shall indemnify and hold harmless
the Declarant and each Board member and Association officer, along with their respective
beneliciaries, shareholders, directors, heirs, executors or administrators, against all contractual and
other liability to others, arising out of contracts made by or other acts taken by them on behalf of
the Owners or the Association, or arising out of their status as Board members or officers, unless in
each case such contract or act shall have been entered into or taken criminally, fraudulently or with
gross negligence. The foregoing indemnification shall include indemnification against all costs and
expenses (including, without limitation, counsel fees, judgments paid and settlements paid) actually
and reasonably incurred in connection with defense of any claim, action, suit or proceeding,
whether civil, criminal, administrative or other; provided, however, that such indemnity shall not be
operative with respect to (i) any matter as to which such person shall have been adjudged in such
action, suit or proceeding to be liable for criminal conduct, gross negligence or fraud in the
performance of his or her duties as such Board member or officer, or (ii) any matter settled or
compromised, unless, in the opinion of independent counsel selected by or in a manner determined
by the Board, there is not reasonable ground for such person being adjudged liable for criminal
conduct, gross negligence or fraud in the performance of his or her duties as such Board member or
officer. It is intended that the foregoing indemnification shall be coextensive with the broadest
indemnification permitted under the Illinois General Not-For-Profit Corporation Act of 1986, as
from time to time amended.

Agrcements made by the Association or the Declarant on behalf of the Owners may provide
the officers of the Association, members of the Board, or the Declarant, as the case may be, are
acting only as agents for the Owners and shall have no personal liability thereunder (except as
Owners) and that each Owner's liability shall be limited to such proportion of the total liability as
the number of Lots owned by such Owner bears to the aggregate numbers of Lots.

4.06. Dissolution. To the extent permissible under applicable law, in the event of the
dissolution of the Association, the Common Area shall be conveyed to the Owners as tenants in
common.

4.07. Declarant Control of Association. Notwithstanding anything contained herein to the
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contrary, the first and all subsequent Boards shall (until the Turnover Date) consist solely of three
(3) persons from time to time designated by the Declarant, which persons may, but need not be
Ownmers. Declarant's rights under this Section to designate the members of the Board shall
terminate on the Turnover Date. From and after the Tumover Date, the Board shall be constituted
and elected as provided in Section 4.01. Prior to the Turnover Date all of the voting rights at each
meeting of the Owners shall be vested exclusively in the Declarant and the Owners shall not have
any voting rights.

4.08. Meeting of Board. The initial meeting of the Board shall be held immediately
following the initial meeting of the Members and at the same place. At such meeting the Board
shall ¢lect its officers to serve until the first annual meeting of the Board which shall be held
immediately following the first annual meeting of the Voting Members and at the same place. All
subsequent annual meetings of the Board shall be held without other notice than the By-Laws
immediately after, and at the same place as, the annual meeting of Voting Members. Special
meetings of the Board shall be held upon call by the President or by at least 25% of the Board on
not less than forty-eight (48) hours’ notice in writing to cach Member, delivered personally or by
mail or by using the technology generally available at that time. Any Member may in writing
walve notice of a meeting, or consent to the holding of a meeting without notice, or consent to any
action of the Board without a meeting. A majority of the number of Board members shall constitute
a quorum for the transaction of business. Unless otherwise expressly provided herein, any action
may be taken by the Board upon the affirmative vote of those present at its meetings when a
quorum is present.

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

4.10. Checks. Drafts, ete. All checks, drafts or orders for the payment of money, notes or
other evidences of indebtedness issued in the name of the Association, shall be signed by such
officer or officers, or agent or agents of the Association, and in such manner as shall from time to
time be determined by resolution of the Board. In the absence of such determination by the Board,
such instruments shall be signed by the Treasurer of the Association.

4.11. Annual Statements. Not later than four (4) months after the close of each fiscal year,
and in any case prior to the next annual meeting of members, the Board shall prepare or cause to be
prepared a balance sheet showing in reasonable detail the financial condition of the Association as
of the close of its fiscal year and an income and expense statement showing the results of its
operations during its fiscal year. Such statements may, in the sole discretion of the Board, be
audited statements. Upon receipt of written request, the Treasurer promptly shall mail to any
Voting Member or mortgagee of a Dwelling Unit copies of the most recent such balance sheet and
income and expense statement. If one is not otherwise available, upon written request of 51% of
the Mortgagees, the Association shall cause to be prepared an audited financial statement for the
immediately preceding fiscal year. The costs of preparing any such specially prepared audited
financial statement shall be paid by the mortgagees requesting such statement.
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ARTICLEV

Powers of the Board

5.01. General Powers of the Board. Without limiting the general powers which may be
provided by law, the Declaration or these By-Laws, the Board shall have the following general
powers and duties:

(a) To elect the officers of the Association as hereinabove provided;

(b) to administer the affairs of the Association, including but not limited to, the
collection of Assessments;

(c) subject to Section 5.02(b) below, to engage the services of a manager or
managing agent who shall maintain, repair, and replace the Common Area, the Lots and Dwelling
Unit Exteriors, to the extent set forth in the Declaration;

(d) to formulate policies for the Administration, management and operation of
the Real Estate, to the extent set forth in the Declaration;

(e) to provide for the maintenance, repair and replacement of the Common Area
and the Lots, to the extent set forth in this Declaration; Dwelling Unit Exteriors, including without
limitation, maintenance, repair and replacement of the roof, foundation, outer surface or exterior
walls, but excluding all windows, window hardware, replacement of broken glass, doors, garage
doors, door hardware, screens, private gardens, decks, patios, and payments therefor; and to
approve payment vouchers or to delegate such approval to the officers or the manager or managing
agent; and to pay charges, assessments or amounts that the "Owner™, as that term is used and
defined in the Cross Easement Agreement, is required to pay pursuant to the terms of the Cross
Easement Agreement.

® to provide for the designation, hiring and removal of employees and other
personnel, including accountants and legal counsel, and to engage or contract for the services of
others, and to make purchases for the maintenance, repair, and replacement of the Common Area,
Dwelling Unit Exteriors and the Lots, to the extent set forth in this Declaration and to delegate any
such powers to the manager or managing agent (and any such employees or other personnel as may
be the employees of the managing agent);

(g) to exercise all other powers and duties vested in or delegated to the
Association, and not specifically reserved to the Voting Members by the Articles of Incorporation,
the Declaration or these By-Laws;

(h) to enter into agreements with governmental bodies to effectuate the
provisions of any Special Service Area enacted by the City of Sterling.

5.02. Rules and Regulations: Management.

6
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() Adoption of Rules and Regulations. The Board, without approval
from any of the Voting Members except as hereinafter set forth, may adopt such reasonable rules
and regulations as it may deem advisable for the repair, maintenance, conservation and
beautification of the Common Areas and the Lots and for the health, comfort, safety and general
weltare of the Owners. Written notice of such rules and regulations shall be given to all Owners. If
within thirty (30) days from the date of written notice to the Owners of the adoption of any such
rule and regulation, the Voting Members for at least one-fourth (1/4) of the Owners shall file with
the Board a written objection thereto, then such rule and regulation shall be deemed rescinded until
approved by the Voting Members for at least three fifths (3/5) of the Owners.

(b)  NoBusiness For Profit. Nothing hereinabove contained shall be construed to
give the Board authority to conduct an active business for profit on behalf of all of the Owners or
any of them.

ARTICLE VI

ASSESSMENTS, RESERVE FUND, REMEDIES
FOR NON-PAYMENT OF ASSESSMENTS

6.01. Purpose of Assessments. The assessments levied shall be exclusively for the
purpose of defraying Operating Expenses and accumulating reserves to defray any extraordinary
Opecrating Expenses.

6.02. Maintenance Assessment. Each year on or before November 1 the Board shall adopt
and furnish each Owner with a budget for the ensuing calendar year. Such budget shall show the
following with reasonable explanations and itemizations:

(a) The estimated Operating Expenses;

(b The estimated amount, if any, required to maintain adequate reserves for
extraordinary Operating Expenses, including without limitation amounts required to maintain the
Capital Reserve;

(c) The estimated net excess funds, if any, from the current year's asscssments;

(d) The amount of the Maintenance Assessment payable with respect to the
ensuing year by the Owners, which amount is defined as the amount determined in (a) above plus
the amount determined in (b) above minus the amount determined in (¢) above; and

(e) That portion of the Maintenance Assessment which shall be payable each
month by the Owner of each Lot which is subject to assessment hereunder, which shall be equal to
one-twelfth (1/12) of the Maintenance Assessment divided by the number of Dwelling Units), the
intent being that each Owner shall pay an equal Maintenance Assessment.

Anything in this Section to the contrary notwithstanding, during the Transition Period the
assessment procedure set forth in Section 6.09 shall apply and the budget provided for in this
Section need not disclose the information called for in Subsection (e) above. The budget shall,
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however, indicate the portion of each Owner's share of the Maintenance Assessment which is
intended to be added to the Capital Reserve.

6.03. Payment of Maintenance Assessment. On or before the first day of each month of
the calendar year in which an Owner closes on the purchase of his Lot, and on or before the first
day of each and every month until the effective date of the next annual or revised Maintenance
Assessment, and then monthly thercafter, each Owner of a Lot shall pay to the Association, or as
the Board may direct, that portion of'the Maintenance Assessment which is payable by an Owner
under Section 6.02(e). In addition, such Owner shall also pay the Association such amounts as are
due as assessments under the Conway Farms Declaration.

6.04. Report of Expenditures. On or before April first of each calendar year the Board
shall supply to all Owners an itemized accounting of the Operating Expenses actually incurred and
paid with respect to the preceding calendar year together with a tabulation of the amounts collected
by way of Maintenance Assessments. Such accounting shall set forth overages or shortages as well
as the amount of any reserves. The status of the Capital Reserve (with an itemization and
explanation of all receipts and disbursements) shall be simultaneously reported to the Owners.

6.05. Revised Assessment. If the Maintenance Assessment proves inadequate for any
reason (including the non-payment of any Owmer's assessment) or proves to exceed funds
reasonably needed, the Board may increase or decrease the assessment payable under Seetion
6.02(e) by giving written notice thereof (together with a revised budget and explanation for the
adjustment) to each Owner not less than ten (10) days prior to the effective date of the revised
assessment.

6.06. Special Assessment. The Board may levy a special assessment as hereinafier
provided (i) to pay (or build up reserves to pay) expenses other than Operating Expenses incurred
(or to be incurred) by the Association from time to time for a specific purpose including, without
limitation, to make alterations, additions or improvements to the Common Area, the Lots, or the
Dwelling Unit Exteriors; or (ii) to cover an unanticipated deficit under the prior year's budget. Any
special assessment shall be levied against all of the Owners, share and share alike. No special
assessment shall be adopted without the affirmative vote of at least a majority of the Voting
Members who cast their votes on the question. The Board shall serve notice of a special assessment
on all Owners by a statement in writing giving the specific purpose and reasons therefor in
reasonable detail, and the special assessment shall be payable in such manner and on such terms as
shall be fixed by the Board. Any assessments collected pursuantto this Section (other than those to
cover an unanticipated deficit under the prior year's budget) shall be segregated in a special account
and used only for the specific purpose set forth in the notice of assessment.

6.07. Capital Reserve. The Association shall segregate and maintain a special reserve
account to be used solely for making capital expenditures (the "Capital Reserve™). The Board
shall determine the appropriate level of the Capital Reserve based on a periodic review of the useful
life of improvements to the Cormon Area, and the portions of the Lots for which the Association is
responsible for maintaining, and periodic projections of the cost of anticipated major repairs or
replacements. Each budget shall disclose the portion of the Maintenance Assessment which is to be
added to the Capital Reserve.
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6.08. Initial Capital Contribution. Upon the closing of the first conveyance of'a Lot by the
Declarant to a third party, the new Owner shall make a capital contribution to the Association in an
amount equal to two (2) months’ Maintenance Assessment at the rate in effect with respect to the
Lot as ofthe closing. Said amount shall be held and used by the Association for its working capital
needs.

6.09. Assessments During Transition Period.  Anything herein to the contrary
notwithstanding, for the period prior to the Turnover Datc (the "Tramsition Period™), the
assessment procedure set forth in this Section shall apply.

(a) Application of Assessments. Each month each Owner (other than the
Declarant) shall pay as his monthly Maintenance Assessment. The Association shall specify the
portion, if any, of each such payment that is to be earmarked as a capital contribution under Section
6.02 to the Capital Reserve. The balance of each such payment shall be used by the Association to
pay the Operating Expenses.

{(b)  Declarant's Obligation. With regard to any Lot for which title has not been
conveyed by Declarant, the assessment respecting any such Lot shall be limited to the aggregate
amount of actual operating expenses from time to time required to be paid with respect to such Lot;
provided, however, that in the event Declarant enters inte a lease or installment contract for any
Lot, then Declarant shall be responsible for the payment of assessments on that Lot on the same
basis as any other Owner. Actual operating expenses shall mean those ordinary expenses
attributable only to the period in question covering the maintenance and operation of the Real
Estate and shall not include capital expenditures, amounts set aside as a reserve for contingencies or
replacements, repair items or inventory items to the extent attributable to subsequent periods. The
Declarant hereby agrees to satisfy any deficit or shortage in the Association's operating budget for
any period in which the Declarant has paid reduced assessments pursuant to this Section 6.09,
provided, however, that the Declarant's liability hereunder shall not exceed the amount by which
the Declarant's assessments have been reduced below the assessments of each other Owner by
reason of this Section 6.09. The assessments charged to the Declarant and the amount of the
Declarant's liability hereunder to satisty any deficit or shortage in the Association's operating
budget shall be the personal obligations of the Declarant and shall be a continuing lien upon the
Lots held by the Declarant, subject to all the provisions of this Declaration regarding assessment
liens. Until such time as the Turnover Date has occurred, the assessments covering the Lots which
have not been sold or conveyed by the Declarant may be paid on a monthly basis or, at its option,
paid to the Association at the close of each calendar year without interest.

6.10. Payment of Assessments. Assessments levied by the Association shall be collected
from each Owner by the Association and shall be a lien on the Owner's Lot and also shall be a
personal obligation of the Owner in favor of the Association, all as more fully set forth in Sections
6.12, 6.13 and 6.14.

6.11. Maintenance of Records. The Board shall keep full and correct books of account in
chronological order of the receipts and expenses for which it is responsible, specifying and
itemizing the maintenance and repair expenses as well as any other expenses incurred. Such
records and vouchers authorizing the payments shall be available for inspection by any Owner or
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any representative of an Owner duly authorized in writing, at such reasonable time or times, during
normal business hours, as may be requested by the Owner. The Board will cause cach Owner to be
notified of any expenditures of the Association with respect to which such Owner shall be entitled
to take a deduction for income tax purposes and the amount of the deduction to which such owner is
entitled. The Board shall also advise each Owner of the amount of any Capital Expenditures which
affect the Owner's tax basis. Upon ten (10) days' notice to the Board and payment of a reasonable
fee any Owner shall be furnished a statement of his account setting forth the amount of any unpaid
assessments or other charges due and owing from such Owner.

6.12.  Creation of Lien and Personal Obligation. The Declarant hereby covenants, and
each Owner of a Lot by acceptance of a deed therefor (whether or not it shall be so expressed in any
such deed or other conveyance) shall be and is deemed to covenant and hereby agrees to pay to the
Association all Charges made with respect to the Owner on the Owner's Lot. Each Charge, together
with interest thereon and reasonable costs of collection, if any, as hereinafter provided, shall be a
continuing lien upon the Lot against which such Charge is made and also shall be the personal
obligation of the Owner at the time when the Charge becomes due. Declarant hereby agrees that
during the Transition Period, any amounts which become payable from the Declarant to the
Association under Section 6.09 shall be a continuing lien against the Lots owned by Declarant at
the time that the payment becomes due. The lien or personal obligation created under this Section
shall be in favor of and shall be enforceable by the Association.

6.13. Collection of Charges. The Association shall collect from each Owner all Charges
payable by such Owner under this Declaration.

6.14. Non-Payment of Charges. Any Charge which is not paid to the Association when
due shall be deemed delinquent. Any Charge which is delinquent for thirty (30) days or more shall
bear interest at the maximum legal general interest rate permitted by Illinois law from the due date
to the date when paid; provided, however, the minimum penalty for any Charge which is delinquent
for thirty (30) days or more shall not be less than $25.00. The Association may (i) bring an action
against the Owner personally obligated to pay the Charge to recover the Charge (together with
interest, costs and reasonable attorey fees for any such action, which shall be added to the amount
of the Charge and included in any judgment rendered in such action) and/or (ii) enforce and
foreclose any lien which it has or which may exist for its benefit. In addition, the Board may add a
reasonable late fee to any installment of an assessment which is not paid within thirty (30) days of
its due date. No Owner may waive or otherwise escape personal liability for the Charges hereunder
by nonuse of the Common Area or by abandonment or transfer of his Lot.

6.15. Lien for Charges Subordinated to Mortgages. The lien for Charges, provided forin
Section 6.12, shall be subordinate to the Mortgagee's mortgage on the Lot if such mortgage was
recorded prior to the date that any such Charge became due. Except as hereinafter provided, the
lien for Charges, provided for in Section 6.12, shall not be affected by any sale or transfer of a Lot.

Where title to a Lot is transferred pursuant to a decree of foreclosure of the Mortgagee's mortgage
or by deed or assigniment in licu of foreclosure of the Mortgagee's mortgage, such transfer of title
shall extinguish the {ien for unpaid Charges which became due prior to the date of the transfer of
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title. However, the transferee of the Lot shall be personally liable for his share ofthe Charges with
respect to which a lien against his has been extinguished pursuant to the preceding sentence where
such Charges are reallocated among all the Owners pursuant to a subsequently adopted annual or
revised Maintenance Assessment or special assessment and non-payment thereof shall result in a
lien against the transferee’s Lot, as provided in this Article.

6.16. Self-Help by Board. In the event of a violation or breach by an Owner of the
provisions, covenants or restrictions of this Declaration, the Bylaws, or rules or regulations of the
Board, whenever such violation or breach may be cured or abated by affirmative action, the Board,
upon not less than ten (10) days' prior written notice to the Owner, shall have the right to enter upon
that part of the Real Estate with respect to which the violation or breach exists to remove or rectify
the violation or breach.

6.17. Other Remedies ofthe Board. In addition to or in conjunction with the remedies set
forth above, enforcement of any of the provisions contained in this Declaration or any rules or
regulations adopted hereunder may be by proceeding at law or in equity by the Association against
any person or persons viclating or attempting to violate any such provision either to restrain such
violation, require performance, recover sums due or payable, or recover damages, and/or against the
land to enforce any lien created hereunder; and failure by the Association or any Owner to enforce
any provision shall in no event be deemed a waiver of the right to do so thereafter.

6.18. Costs and Expenses. All costs and expenses incurred by the Board in connection
with any action, proceedings or self-help in connection with exercise of its rights and remedies
under this Article, including, without limitation, court costs, attorney fees and all other fees and
expenses, and all damages, liquidated or otherwise, together with interest thereon at the maximum
legal general rate permitted by Illinois law until paid, shall be charged to and assessed against the
defaulting Owner, and the Association shall have a lien for the same upon his or her Lot as
provided in Section 6.12.

6.19. Enforcement by Owners. Enforcement of the provisions contained in this
Declaration and the ruies and regulations adopted hereunder may be by any proceeding at law or in
equity by any aggrieved Owner against any person or persons violating or attempting to violate any
such provisions, either to restrain such violation or to recover damages, and against a Lot to enforce
any lien created hereunder.

ARTICLE VII

Covenants and Restrictions as to Use and Occupancy

All Owners shall maintain, occupy and use their Lots and the Common Area only in
accordance with the terms of the Declaration and any additional rules and regulations adopted by
the Board or by the Voting Members.

The Board shall have full authority to enforce ail such rules and regulations by taking all
action as any be necessary.

ARTICLE VIII
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Committees

8.01. Board Committees. The Board, by resolution adopted by majority of the directors in
office, may designate one (1) or more committees, each of which shall constitute one (1) or more
directors; said committees, to the extent consistent with law and as provided in said resolution, shall
have and exercise the authority of the Board in the management of the Association; but the
designation of such committees and the delegation thereof of authority shall not operate to relieve
the Board, or any individual director, of any responsibility imposed upon it or him by law.

8.02. Special Committees. Other committees not having and exercising the authority of
the Board in the management of the Association may be designated by a resolution adopted by a
majority of the directors present at a meeting at which a quorum is present. Except as otherwise
provided in such resolution, members of each such committee shall be Owners, and the President of
the Association shall appoint the members thereof. Any member thereof may be removed
whenever in their judgment the best interests of the Association shall be served by such removal.

8.03. Term. Each member of the committee shall continue as such until the next annual
meeting of the Board and until his successor is appointed and shall have qualified, unless the
commniittee shall be sooner terminated, or unless such member shall cease to qualify as a member
thereof.

8.04. Chairman. One (1) member of each committee shall be appointed chairman by the
Board.

8.05. Vacancies. Vacancies in the membership of any committee may be filled by
appointment made in the same manner as provided in the case of the original appointments.

8.06. Quorum. Unless otherwise provided in the resolution of the Board designating a
committee, a majority of the whole comimittee shall constitute a quorum and the act of a majority of
the members present at a meeting at which a quorum is present shall be the act of the committee.

8.07. Rules. Each committee may adopt rules for its own government not inconsistent
with these By-Laws or with rules adopted by the Board.

ARTICLE IX
Interim Procedure

Until such time as the Association is formed, the Declarant may exercise any of the powers,
rights, duties and functions of the Association and shall be responsible for all obligations and
responsibilities of the Board hereunder and under the Declaration.

ARTICLE X

Amendment or Modification of Bv-Laws

These By-Laws may be amended or modified from time to time by actions or approval in
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accordance with Section 8.09 of the Declaration. Such amendments or modifications shall be
recorded in the Office of the Recorder of Deeds of Whiteside County, Illinois.

ARTICLE X1

Books and Records

The books, records and papers of the Association shall, at all times during reasonable
business hours, be subject to inspection by any Member. The Board shall at least maintain the
following records of the Association available for inspection and copying at convenient hours of the
weekday by any Member or Lot Owner subject to the authority of the Board or the Eligible
Mortgage Holders of the Lot Owners and their duly authorized agents or attorneys:

a. Copies of the recorded Declaration, other Association instruments, other duly
recorded covenants, these By-Laws, any amendments, Articles ofIncorporation of the Association,
annual reports and any rules and regulations adopted by the Association, or its Board, shall be
avalilable. Priorto the organization of the Association, Declarant shall maintain and make available
the records set forth in this subparagraph (a) for examination and copying.

b. Detailed accurate records in chronological order of the receipts and
expenditures affecting the Community Property specifying and itemizing the maintenance and
repair expenses incurred and copies of all contracts, leases or other agreements entered into by the
Association shall be maintained.

c. The minutes of all meetings of the Association and the Board of Association
shall be maintained.

d. Ballots, if any, for any election held for the Board ofthe Association and for
any other matters voted on by the Voting Members shall be maintained for a period of not less than
one (1) year.

c. Such other records of the Association as are available for inspection by
Members of a not-for-profit corporation pursuant to Section 107.75 of the Illinois General Not-for-
Profit Corporation Act shall be maintained.

f. A reasonable fee may be charged by the Association, or its Board, for costs
of copying.

ARTICLE XI{

Corporate Seal

The Association may have a seal in circular form and shall have inscribed thereon the name
of the Association.

ARTICLE XTII
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Fiscal Year

The fiscal year of the Association shall begin on the first day of January and end on the 31st
day of December of every vear, except that the first fiscal year shall begin on the date of
incorporation.
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EXHIBIT C

PLAT OF SUBDIVISION

[See attached]
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FINAL PLAT OF SUBDIVISION

COVENTRY VILLAGE

12.2842 ACRES * (TOTAL SUBDIVISION)
BEING A SUBDIVISION OF PART OF THE NORTHWEST QUARTER OF
SECTION 16, TOWNSHIP 21 NORTH, RANGE 7 EAST OF THE 4THP.M.
IN THE CITY OF STERLING, WHITESIDE COUNTY, ILLINOIS.

SEE PAGE 5 FOR LOT CORNER COORDINATE TABLE

SEE PAGE 2 FOR INGRESS & EGRESS EASEMENT DETAILS
SEE PAGE 3 FOR WATERMAIN EASEMENT DETAILS

SEE PAGE 3 FOR STORM SEWER EASEMENT

. EASEMENT FOR INGRESS AND EGRESS HEREBY GRANTED

FASEMENT FOR WATERMAIN HEREBY GRANTED

EASEMENT FOR SANITARY SEWFR HERESY GRANTED
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FINAL PLAT OF SUBDIVISION

COVENTRY VILLAGE

12.2842 ACRES + (TOTAL SUBDIVISION}
BEING A SUBDIVISION OF PART OF THE NORTHWEST QUARTER OF
SECTION 16, TOWNSHIP 21 NORTH, RANGE 7 EAST OF THE 4TH P .M.
IN THE CITY OF STERLING, WHITESIDE COUNTY, ILLINOIS.

COUNTY RECORDER'S CERTIFICATION

+
FILED FOR RECORD THIS_ 9 = pay of  (cAoten  AD. 20/8 AT
SIA LM OCOK. 42 Dogumenst Namdin Qoig- 05590

Dewn M. Yo b Koo Huatt

gwﬁtifl—/
Dawn M. ym n Ditgons g
th+35:;0{& )o:&m?/ ,@ecord'er‘

OWNER'S CERTIFICATE
STATE OF Nf@?’ ;/ s K )
COUNTY OF ot Yo ) S8

ﬁéﬁ%/&/é A4 DpOEs HEREBY CERTIFY THAT IT IS THE OWNER OF THE
PROPERTY DESCRIBED HEREGN AND THAT 1T HAS CAUSED THE SAID PROPERTY TO BE
SURVEYED AND SUBDIVIDED AS SHOWN HEREGN.

DATEDTHIS__ =" _paAYOF Vine - an2o_/4
. f ®
BY: !5{)/?4/}1’ g /TL/Z{//}M f _

y
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287 | 1673
-Z88 1873
589 573
DRAINAGE CERTIFICATION 590 73
. . Z51 73
STATE OF ILLINOIS : :D z%" 2 592 TAL
— ] 755] 1673
COUNTY OF WHITESIDE  } 55 N\ 2 7S
2 873!
NO PART OF THE PROPERTY COVERED BY THIS PLAT OR SUBDIVISION IS SITUATED WITHIN 500 286 1B/
FEET OF ANY SURFACE DRAIN OR WATERCOURSE SERVING A TRIBUTARY AREA OF G40 ACRES 2971 1873
OR MORE. 288 1873
y 795 B73
% 300 873
DATED THIS_ S DAY OF T Setrrer e ~enSR2, AD. 2005 701 75
3021 1875
, 03| I875
sene Lhisoose -
BEREOW] EDGENT 306 1873
@ ,6 ([r/f iyl IRLYE
. , 308 873
AN, N~ 308 75
On Behed® off W —Siorfing LG 310 ks
3 3 187z
3141 1873
315 575
316 B7:
COUNTY CLERK TAX CERTIFICATION AL
. 319 187%
STATE OF ILLINOIS ) 520 £
COUNTY OF WHITESIDE ) 5§ =T 73
922 B
+ ,_Darg Hlefson , COUNTY CLERK IN ANG FOR WHITESIDE COUNTY IN THE STATE L
- OF ILLINOIS, DO HEREBY CERTIFY THAT | HAVE EXAMINED THE RECORDS AND HAVE FOUND NO 375 572
DELINQUENT GENERAL TAXES, UNPAID CURRENT GENERAL TAXES, DELINQUENT SPECIAL 32| Yan:
ASSESSMENTS AND UNPAID CURRENT SPECIAL ASSESSMENTS AGAINST THE TRACT OF LAND gg; ]g;-_
DESCRIBED AND PLATTED HEREON. Kl RETE
IN TESTIMONY WHEREOF, | HAVE HEREUNTO SET MY HAND AND AFFIXED THE SEAL OF SAID
COUNTY AT MY OFFICE IN MORRISON IN SAD COUNTY, THis_ {77* DAY
OF ] JAD.20/F
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OWNER'S CERTIFICATE

STATE OF /%r’ }/ g K )
COUNTY OF _Nad Yue L ) 55

%’é%%zfézé« AA¢P  DOES HEREBY CERTIFY THAT IT IS THE OWNER OF THE
PROPERTY DESCRIBED HEREON AND THAT IT HAS CAUSED THE SAID PROPERTY TO BE
SURVEYED AND SUBDIVIDED AS SHOWN HEREON.

DATEDTHIS. =2 J DAY OF V&AL - Ap.20 A
/) bl /ﬁ"
BY: _{ 4/n g Floh asrdg
AT T 7 =V 7 j/ P———
ACKNOWLEDGMENT \'J
STATE OF /{é;,j 10/7&&— )
COUNTY OF __ A/ V}.érf.c ) S8

1, é/«f;&¢ A Fhadfts, A NGTARY PUBLIC IN AND FOR THE COUNTY IN THE STATE
AFORESAID, DO HEREBY CERTIFY mAT;ﬁaMg%ziyls PERSONALLY KNOWN
TO ME TO BE THE SAME PERSON WHOSE NAME IS SUBSCRIBED TO THE FOREGCING
INSTRUMENT, APPEARED BEFORE ME THIS DAY IN PERSON AND ACKNOWLEDGED THAT HE
SIGNED AND DELIVERED THE SAME INSTRUMENT AS HIS OWN FREE AND VOLUNTARY ACT,
AS OWNER OF THE PROFERTY, FOR THE USES AND PURPOSES THEREIN SET FORTH. GIVEN

UNDER MY _HAND AND NOTARIAL SEAL THIS % DAY OF__\/zer3<
AD.20_ s

ﬂ%—z/w d-/’éé?ﬁf/‘“

’

NOTARY PUBLIC
: mhm B
oGt
maﬁmmwg&,

SURVEYOR'S CERTIFICATION & LEGAL DESCRIFTION

STATE OF ILUNOIS ]
COUNTY OF COOK ) 55

I, ROBERT G. BIEDERMANN, A PROFESSIONAL ILLINOIS LAND SURVEYOR, DO HEREBY
CERTIFY THAT | HAVE SURVEYED AND SUBDIVIDED:

THAT PART OF THE NORTHWEST QUARTER OF SECTION 16, TOWNSHIP 21 NORTH, RANGE
7 EAST OF THE 4TH P.M., DESCRIBED AS FOLLOWS: BEGINNING AT THE SOUTHWEST
CORNER OF THE MORTHWEST QUARTER OF SAID SECTION 1&; THENCE ALONG AN
ASSUMED: BEARING OF NORTH 00727'11" EAST ALONG THE WEST LINE OF SAID SECTION 16 .
A DISTANCE OF 821.75 FEET T A POINT ON THE SOUTHERLY LINE OF WEST LYNN
BOULEVARD; THENCE NORTH 89°28'51" EAST ALONG THE SOUTHERLY LINE OF WEST-LYNN
BOULEVARD 491.83 FEET; THENCE SOUTH -00°30'09" EAST 259.62 FEET; THENCE NORTH

'89°29'51" EAST240.23 FEET; THENCE SOUTH 00°31'07" EAST 521.81 FEET TO A POINT ON

THE SOUTH LINE OF THE NORTHWEST QUARTER OF SAID SECTION 16; THENCE SOUTH
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DETAIL "A"

NOTE: EASEMENTS SHOWN IN DETAIL "A" OVER LOTS 5, 8, 7, 7a, 8 AND 8a ARE HEREBY GRANTED

REVISED FEBRUARY 5, 2018 ADDED FIELD DATE [RJT]

PLCS, CoRFORATION

HICENSE No. [B5-005332
FROFETSIONAL LaND SURVEYERS

4505 MorTH ELSTON AVENUE, CHiCAGO, I 63630
TELEFHONE: {773) 6B5-5I02 Fax: {773} 286-4184 EMAtL: INFO@PLCS-SURVEY.CGM

ORDERED BY: KATTEN MUCHIN ROSENMAN LLP CHECKED: | DRAWN:
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