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BYLAWS

FOR

SALEM RUN HOMEOWNERS ASSOCIATION, INC.

ARTICLE 1

INTERPRETIVE PROVISIONS

Terms used herein without definition shall have the meaninas specified for such terms in
Section 13,1-803 of the Virginia Nonstock Corporation Act ("Act"). Definitions, ten-ns and other
interpretive provisions set forth in Article 2 ofthe Articles oflncorporation for Salem Run
Homeowners Association, Inc. ("Articles of Incorporation") are equally applicable to these
8yluwo,

ARTICLE 2

MEETThGS OF MEMBERS

Section 2.1. ual Meetings. The first annual meeting of the Association shall be held
not later than the first anniversary of the incorporation of the Association, at such time and place
as may be fixed by a resolution of the Board ofDirectors. Subsequent annual meetings of the
Association shall be held on weekdays (other than legal holidays recognized as such in Virginia) o1
least thirty days before the be

fixed from time to
time by resolutions of the Board of Directors.

Section 2.2. Special Meetings. The Association shall hold a special meeting: (a) upon thecall of the President; (b) if so directed by resolution ofthe Board ofDirectors; (e) upon a petition
presented to the Secretary and signed by members entitled to cast at least twenty percent of the
total number of votes located within the Property (excluding the Declarant's vote); or (d) upon
request ofthe Declarant during the Development Period. The signatures on a petition requesting
a special meeting shall be valid for a period ofone hundred-eighty days after the date of the first
such signature. 'Such resolution, petition or request must: (a) either specify uplace, date and time
on which the meeting is to be held which will permit the 3eccntu,y to comply with Section 2.3.
beccoforc|yeoyeci6'tbu1thcSenmtaryuballdeo' ate the place, date and time of the meeting;
(b) specify the purposes for which the meeting is to be held; and (c) be delivered to the Secretary.
No business other than that stated in such resolution, request or petition shall be transacted at
such special meetings.



^/
Section 2,3, Notice of

(a) Written notice stating tue place, date and time of each annual meeting and, in case
ofa special nicetinz, the purposes for which the meeting is called, shall be given by the Secretary
to each member entitled to vote at such meeting not less than ten nor more than sixty days before
the date of the 'fleeting. The giving of notice in the manner provided in this section and Article 11
hereof shall be considered service of notice.

(h) Notwithstanding the provisions ofSubsection (a), notice ofa meeting to act on an
amenditiciA to the Articles of Incorporation, a plan of merger or consolidation or dissolution shall
be given in the manner provided above not less than fifteen nor more than sixty days before the
date ofthe meeting. Any such notice shall be accompanied by a copy ofthe proposed
amendment, plan of merger or consolidation or dissolution and shall not be effective unless notice
ofsuch matter was provided in accordance with this subsection.

Section 2.4. Wa'ver of Notice of Meetings,

(a) Whenever any notice is required to be given of any meeting of the Association, u
waiver thereof in writi signed by a member entitled to such notice, whether given before of
after the meeting, shall be equivalent to the giving of such notice to that member and such waiver
shall be delivered to the Secretary for inclusion in the minutes or filing with the Association
records

(b) A member who attends a meeting shall be co to have had
úmelyuud proper ooúocoytbc meeting, ortobuvo6ulynmb/cduotin*tb*rnofucúcmosuch
mn0006orattoo6vGnrt6euxpcosxpuqponeofobecúuätvÚheuuouucúnug[uoyhuoiucuoonzbo

âcouodotbattbeounctingvvuxootluwful|vcullcd,ncuouveoed`uuda000úfieutbcpec000
conducting the meeting aÚorphoctotbe00000muocconcoLnftbm000etÜu2,orutorpriucto
couvi1ucaónonfúhcmatter uub eotÚn objection, in the case o[uop ecial meeting.

Section 2.5. Quorum. A quorum shall be deemed to be present throughout any me
'

of
the Association if members entitled to cast at least ten percent of the total number ofvotes are
present, in person or by proxy, at the beginning uf such meeting, including all the votes of the
Class B members for so long as the Class B membership exists, Once a member is present at a
meeting, such member is deemed present for quorum purposes for the remainder of the meeting
and for any adjournment of that meeting unless a new Record Date is or shall be set for that
adjourned meeting Wrhen voting on any matter requiring a vote by a specified perccntage of each
class of members, or of the specific class of members a quorum of each class ofmember or of the
specific class ofmembers must be present in person or by proxy.

If at any meeti of the Association a quorum is not present, umajority of the members
who are present at such meeting, in person or by proxy, may recess or adjourn the meeting to
such place, date and time as such members may agree, not less than tw oty days after the time
the original meeting was called, whereupon the Secretary shall announce the place, date and time
at the meeting and make other reasonable efforts to notify all members ofsuch place, date and
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time. At any such future resumption of the meeting, a quorum shall be deemed present if
members entitled to cast at leas fifty peroentofthetotojuumbrrnfvotos,nhmv/beu:proscotin
proxy or in person at the od ioul meeting which was adjourned, are present in person or by
proxy.

Section 2 8. Order of Business. Unless otherw se specified in the notice ofthe meeting.
the order ofbusiness at all meetings of the Association shall be as follows: (a) roll call (proof of
quorum); (b) proof of notice of meeting; (c) reading of minutes of preceding meeting; (d) reports
of officers; (e) report of Board of Directors; (f) reports of committees; (g) appointment of
inspectors ofelection (when so required); (h) election ofdirectors (when so required); (i)
unfinished business; and (j) new business; provided however, that balloting for election of
directors may commence at any time at the direction of the presiding officer.

Section 2.7. Conduct of Meetings. The President shall preside over all meetings of the
Association and the Secretary shall keep the minutes ofthe meetings and record all resolutions
adopted at the meetings and proceedi s occurring at such meetings. The President may appoint
a parliamentarian at any meeting of the Association. The then current edition of Robert's Rules of
Order:, Newly Revised, shall govern the conduct of all meetings of the Association when not in
conflict with the Act or the Association Documents, unless other rules of order are adopted by the
Board of Directors.

Section 2,8. Record Date to Determine Members; List o[Members. The date for
determining which Persons are members and therefor entitled to vote ("Record Date") shall be
the close of business on the day before the effective date ufthe notice to the members of the
meeting, unless the Board of Directors shall determine otherwise. The Board shall not fix a
Rccord Date more than seventy days beD/te the date of the meeting or other action requiring a
determination nfthe members, nor shall the Board set a Record Date retroactively. At least ten
days before each meeting, the Secretary shall make a complete list ofmembers, with the address
of each, available for review by the members before and during the meeting. The list shall be
current as ofthe Record Date.

Section 2.9. Action by Members Without Meeting. Any action required or permitted to
be taken at a meeting oftbeAuoocio¢üonnzayb*tubeopátbuutumccóumd,w«itteonouaeut,
setting forth the action so taken and ui dbyuúloftbumcnobecu entitled to vote with respect to
the subject matter thereof im delivered to the Secretary for inclusion in the minutes or filing with
the Association records. Such consent shall have the same force and effect as unanimous vote or
the members.

ARTICLE 3

MEMBERS AND VOTING

Section 3.1. Membership and Voting Rights. The voting rights ofthe members of the
Association shall be as set forth in Article 4 ofthe Articles of Incorporation.



Section 32. Additis2nal Provisions Govuninl7^t¡n

(a) AsLoc¡atinn\otes. If the Association is ari Owner, the Association shall cast its
votes with the majority with respect to any Lot it owns, and in any event such votes shall be
counted for the purpose of establishing a quorum.

A6 Owners. Since a member may te more than ont Person, if only
one ofsuch Persons is present at a mcetng oí1[i Asocation, that Person shall be entitled to cast
the member's votes lf more than one oPsuch Persons is present, the vote appertaining to tha
member shall be cast only in accordance with unanimous agreement of such Persons, and such
agreement shall be conclusively presumed if any of them purports to cast the vote appertaining to
that member without protest being made forthwith to the Person presiding over the meeting by
any ofthe other Persons constituting such member.

Such certificate shall be valid until revoked by a subsequent certificate similarly executed and
filed. Wherever the approval nc disapproval o[umembcriu required by the Association
Documents, such approval or disapproval may be made by any Person who would be entitled to
cast the vote of such member at any meeting of the Association.

(c) Voting Certificate. If a member is riot a natural person, the vote by such member
may be cast by any natura person authorized by such member. Such natural person must be
named in a certificate si d by an authorized officer, partner or trustee of such member and filed
with the Secretary; provided, however, that any vote cast by a natural person on behalf of such
member shall be deemed valid unless successfully challenged prior to the adjournment of the
meeting at which the vote was cast or by the member entitled to cast such vote within ten days of
the meeting.

(d) Delinquency. No member may vote at any meeti of the Association or be
elected to serve on the Board of Directors if payment by such member of any financial obligation
to the Association is delinquent mmrntbuothirtvdayo,uodtbeuomoucÚoeueuoary to bring the
account current has not been paid at the time of such meeting or election.

Section 3.3, Manner of Voting.

(a) At a Meeting. Voting by members at a meeting shall be by voice vote (except for
the election of directors which shall be by written ballot), unless the presiding officer determines
otherwise or any member present at the meeting, in person or by pwxy, .eLlueutu' and by a
Majority Vote the members consent to, a vote by written ballot indicating the name of the
member voting, the number of votes appertaining to such member, and the name of the proxy of
such ballot if cast byuproxy. There shall be no cumulative voting.

(b) BY Referendum. In the sole discretion of the Board of Directors, elections of
directors or other matters permitted by law requiring a vote of the members may be submitted to a
referendum ofthe members on a ballot, by mail or a polling places. Ballots shall be returned to the
Secretary by the date specified on the ballot. The Board of Directors shall determine the method
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of voting, the form of all ballots, the deadline for return of ballots and the number and location of
polling places, if any

Section 3.4. Proxies. A vote may be cast in person or by proxy. A proxy may be
instructed (directi the proxy how to vote) or uninstructed (leaving how to vote to the proxy's
discretion). Only instructed proxies may be granted by any member to the managing agent No
Person other than the Declarant, a Mortgagee, the managing agent or an Officer shall cast votes
as a proxy for more than five Lots not owned by such Person. Proxies shall be in writing, shall be
dated, shall he signed by the member or Person authorized by the member, shall be valid for
eleven months unless a longer time period is provided in the proxy and shall be filed with the
Secretary. Such proxy shall be deemed revoked only upon actual receipt by the person presiding
over the meeting or of notice of revocation from the member. A sample proxy is attached as
Exhibit A to the Bylaws.

ARTICLE 4

HOARD OF DIRECTORS

Section 4.1. Powers and Duties ofthe Board ofDirector. The business and affairs of
the Association shall be managed by the Board of Directors elected in accordance with the
procedures and for the terms of office set forth in Article 5 of the Articles of Incorporation. The
Board of Directors shall have all of the powers and duties necessary for the administration of the
affairs of the Association and may do all such acts and things as are not required by the Act or by
the Association Documents to be exercised and done by the Owners. The Board of Directors
shall delegate to one of its members, or to a Person employed for such purpose, the authority to
act on bchalfofthe Board oo such ooatzezot elating tu the duties ofthe managing ng agent (as defined
in Article 5 hereof), ifany, which may arise between meetings ofthethe Board as the Board deems
appropriate. In addition to the duties impose by any other provision of the Association
Documents or by any resolution of the Association that may hereafter be adopted, the Board shall
perform the following duties and take the following actions on behalf of the Association.

(a) Provide goods and services to the members in accordance with the Association
Documents, and provide for Upkeep of the Common Area uud, to the extent provided in the
Association Documents, of the Lots.

(b) Designate, hire, dismiss and, where appropriate, compensate the personnel necessary
to proiide for the upkeep of the Common Area and, to the extent provided in the Association
Documents, ofthe Lots, and provide goods and services to the members, as well as purchase
equipment, supplies and materials to be used by such personnel in the performance of their duties.

(c) Collect the Assessments, deposit the proceeds thereofin depositories designated by
the Board ofDirectors and use the proceeds to carry out the Upkeep of the Property to the extent
the Association is so authorized by the Association Documents and the genera administration of
the Association.
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(d) Adopt and amend any reasonable Rules and Regulations not inconsistent with the
Association Documents.

(e) Open bank accounts on behalf of the Association and designate the signatories
thereon.

(t) Enforce the provisions of the Association Documents.

(g) Act with respect to all matters arising out of any eminent domain proceeding
affecting the Common Area owned in fee simple by the Association.

(h) Notify the members of any litigation against the Association involving a claim in
excess of twenty percent of the total Annual Assessment for Common Expenses.

(i) Obtain and carry insurance against casualties and liabilities, as provided in Article 10
of the Declaration, pay the premiums therefor and adjust and settle any claims thereunder.

(j) Pay the cost of all authorized goods and services rendered to the Association and not
billed to Owners of individual Lots or otherwise provided for in Article 6 of the Declaration.

(k) Notify a Mortgagee of any default in paying Assessments for Common Expenses by
an Owner (which remains uncured for sixty days) or for any other default, simultaneously with the
notice sent to the defaulting Owner, if so requested by Mortgagee.

(1) Prepare an annual budget in accordance with Article 6 of the Declaration.

(m) Adopt an annual budget and make Assessments to defray the Common Expenses of
the Association, and the Limited Common Expenses of the Association , establish the means and
methods of collecting such Assessments and establish the period of the installment payment, it'
any, of the Annual Assessment for Common Expenses in accordance with Article 6 of the
Declaration.

(n) Borrow money on behalf of the Association, when required for any valid purpose;
provided, however, that either a Majority Vote of the Owners obtained at a meeting held for such
purpose or written approval by Owners entitled to cast more than fifty percent of the total number
of votes shall be required to borrow any sum in excess of twenty percent of the total Annual
Assessment for Common Expenses for that fiscal year or subject to Section 14.4 of the
Declaration, mortgage any of the Common Area owned in fee simple by the Association. The
Board of Directors, by a vote of two-thirds of the total number of Directors, shall have the right
and power to assign and pledge all revenues to be received by thc Association, including but not
limited to Annual and Additional Assessments in order to secure the repayment of any sums
borrowed by the Association from time to time.

(o) Sign deeds, plats of resubdivision and applications for construction permits or similar
documents for the Common Area owned fee simple by the Association, as may be necessary or
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desirable in the normal course of the orderly development of the Property, at the request of the
Declarant or on its own determination.

(p) Dedicate or transfer any portion of the Common Area owned in fee simple by the
Association or grant easements, rights-of-way or licenses over and through all the Common Area
pursuant to Section 3.1 of the Declaration and subject to the restrictions set forth in Section 14.4
of the Declaration.

(q) Suspend the right of any Owner or other occupant of a Lot, and the right of such
Person's household guests, tenants, agents and invitees to use the Common Area in accordance
with Section 12.1 of the Declaration.

(r) Provide an Association Disclosure Packet or Common Expense Statement with
respect to a Lot within fourteen days after a written request and payment of the appropriate fee in

accordance with the Declaration.

(s) Do anything else not inconsistent with the Act or the Association Documents.

(t) Charge reasonable fees for the use of the Common Area and for services, and allow
non-owners to use portions of the Common Area on a fee arrangement determined by the Board.

(u) In its sole discretion, designate certain portions of the Common Area as Reserved
Common Area, pursuant to Section 3.7 of the Declaration, and impose such restrictions and
conditions on the use thereof as the Board of Directors deems appropriate.

(y) Acquire, hold and dispose of Lots to enforce the collection of Assessments and
mortgage the same without the prior approval of the Owners if such expenditures and
hypothecation are included in the budget.

Section 4.2. Number of Directors. The Board of Directors shall initially consist of three
directors as provided in the of the Articles of Incorporation.

ARTICLE 5

MA-1SAGrNG AGENT

The Hoard of Directors may employ for the purpose of adtninistering the Property a
"managing agent" at a compensation to be established by the Board. The managing agent must be
able to advise the Board of Directors regarding the administrative operation of the Property and
shall employ personnel knowledgeable in the arcas of insurance, accounting, contract negotiation,
labor relations and property management. The managing agent shall perform such duties and
services as the Board of Directors shall direct. The Board of Directors may delegate to the
managing agent all of the powers granted to the Board of Directors by these Bylaws other than
the powers set fourth in Paragraph 4.1 (d), (m), (n), (o), (p), (q). The managing agent shall
perform the obligations, duties and services relating to the management of the Property, the rights
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of Mortgagees and the maintenance of reserve funds in compliance with the provisions of the Act
and the Association Documents. Any contract with the managing agent must provide that it may
be terminated, without payment of a termination fee, without cause on no more than ninety days
written notice and with cause on no more than thirty days written notice.

ARTICI F 6

OFFICERS

Section 6.1. Designation and Duties of Officers, The principal officers of the
Association shall be the President (who shall also serve as Chairman of the Board of Directors),
the Vice President, the Secretary and the Treasurer, all of whom shall be elected by a Majority
Vote of the Board of Directors. The Board of Directors may also elect an assistant treasurer, an
assistant secretary and such other Officers as in its judgement may be necessary. The President
and Vice President shall be Owners (except for those directors designated or elected by the
Declarant) and members of the Board of Directors. Any other Officers may, but not need not, be
Owners, representatives of Owners or directors. Each Officer shall perform slich other duties as
may be assigned to such office in parliamentary organizations, except to the extent (if any)
inconsistent with the Act or the Association Documents, and shall perform such other duties as
may be assigned to such officer by resolution of the Board of Directors. If any Officer is unable
for any reason to perform the duties of the office, the President (or the Board of Directors if the
President fails to do so) may appoint another qualified person to act in such Officer's stead on an
interim basis.

Section 6.2. Election of Officers. The Officers of the Association shall be elected
annually by the Board of Directors at the organizational meeting of each new Board and shall hold
office at the pleasure of the Board. Any Officer may hold more than one position; provided,
however, that the offices of President, Vice President and Secretary shall be held by three
different individuals. Except for death, resignation or removal, the Officers shall hold office until
their respective successors shall have been elected by the Board.

Section 6.3. Resignation or Removal of Officers. Any Officer may resign by delivering
written notice to the Board of Directors. Unless otherwise specified, such resignation shall take
effect upon the receipt thereof, and acceptance of such resignation shall not be necessary to make
it effective. Upon the affirmative vote of a majority of the total number of directors any Officer
may be removed, either with or without cause, and a successor may be elected at any regular
meeting of the Board or at any special meeting of the Board called for such purpose.

Section 6.4. Vacancies. A vacancy in any office may be filled by appointment by the
Board of Ditecturs. The person appointed to fill a vacancy shall serve for the remainder of the
term of the officer such person replaces.

Section 6.5. President. The President shall be the chief executive officer of the
Association; precede at all meetings of the Association and of the Board of Directors; have
general and active direction of the business of the Association subject to the control of the Board;

10



/a<unntn`úonst&ssunatBo[tosi>at all
orders and resolutions o[the Board are carried into effect; zm|, in general, perform all the duties
incident to the office of President

Section 6.6. VjcePi-e!ii(lent. The Vice President shall take the place of the President
and perform the duties ofthe PIe5iderit whenever the President shall be absent or unable to act. If
neither the President nor the Vice President is able to act, the Board of Directors shall appoint
some other director to act in the place of the President, on an interim basis. The Vice President
shall also perform such other duties as shall from time to time be-imposed by the Board of
Directors or by the President.

Section 6.7 Secretary, The Secretary keep the minutes ofall meetings o[dhe
Association and ofthe Board ofDirectors; have charge ofsuch books and papers as the Board
may direct and uu may bc required hy Section l]l'yS2of the Act and Section 55-510 of the
Virginia Property Owners' Association Act; i or cause to be given ull notices re ired to be
iven by the Association; givegive each member notice ofAssessment as soon as practicable after

Assessment is made; give each member notice and a copy ofthe Rules and Regulations or
amendment thereof; maintain a register setti forth the place to which all notices to members and
Mortgagees hereunder shall be delivered; file or cause to be filed the annual report required by
Section 55-516.1 of the Virginia Property Owners' Association Act or as otherwise required by
law; make it possible for any member or Mortgagee to inspect and copy at reasonable times and
by appointment the records of the Association; and, in general, perform all the duties incident to
the office of Secretary.

Section 6.8. Treasurer. The Treasurer shall be responsible for Association funds and
securities; keep or cause to be kept full and accurate financial records and books uf account
showing all receipts and disbursements; prepare or cause to be prepared all required financial
data, including the Statement of Common Expenses required by Section 6,6. of the Declaration;
deposit or causc to be deposited all monies and other valuable effects in the name of the Board of
Directors or the Association in such depositories as may from time to time be designated by the
Board; and, in general, perform all the duties incident to the Office of Treasurer.

Section 6.9. Managing àgcnL The managing agent may perform the duties of the
Secretary or Treasurer at the discretion of the Board of Directors or such Officers.

ARTICLE 7

COMMITTEES

Section 7 1. Covenants Committee. The Board of Directors shall establish u Covenants
Committee as set forth in Article 9 of the Declaration.

Section 7.2. Other Committees. The Board ofDirectors may create and abolish from
time to time such other committees consi i of two or more persons as the Board may deem
appropriate to aid in the administration ofthe affairs ofthe Association. Such committees shall

11
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have the powers and duties fixed by resolutions ofthe Board from time to time. The Board shall
appoint the chair ofofeacli comni1tee, and may either appoint the other members thereofor leave
such appointment to the committee member with or without cause upon written notice.

ARTICLE 8

[\|N(L51{lF THE BOARD OF DIRECTORS
AND COMMITTEES

Section 8 l. The firs (organizational) meetm ofthe Board of
Directors following an annual meeting of the Association shall be held within thirty days thereafter
at such time and place aa shall he determined hyn majority oftbedireotocotne|cctOfficprs'
appoint committee members and establish the manner of operation of the Board for the ensuing
year. Regular meetings of the Board of Directors may be held at such time and place as shall be
determined ftom time to time byu majority of the directors; provided, however, that after the
Declarant Control Period, such meetings shall be held at least quarterly du each fiscal year.
Special meetings of ofthe Board ofDirectors may be called by the President, and shall be called bythe President or Secretary upon the written request of at least two directors. Meetings of the
Covenants Committee or any other committee or subcommittee shall be held on an as-needed
basis, as determin&l by the Board ofDirectors. All mctings othe Board ofDirectors or any
committee shall be open to members as observers, except that the President or presiding officer orchairman of a committee may call the Board or committee into litigation strategy or hearings with
respect to violations ofthe final action taken in executive session on sensitive matters such as
personnel, litigation strategy or hearings with respect to violations of the Association Documents
or as otherwise permitted by law. Any final action taken in executive session shall be recorded intbouúuu/xu. The Board ofDirectors or any committee may hold their meetings in the
Commonwealth of Virginia or outside the state as the Board may from time to time determine.

Section 8.2. Notice. Notice of meetings shall be given to each direc or or committee
member, as appropriate, personally or by mail telegraph or telephone, orally or in writing, at least
three business days prior to the date named for such meeti Such notice shall state the place,
date and time and, in the case of special meetings, the purpose thereof. Notice of meeti s shallalso be posted or otherwise published in a manner reasonably expected to notify all members of
the Association of the place, date and time of Board of Directors or committee meetings. No
notice of the organizational meeting of the Board of Directors shall be necessary if such meeting
is held immediately following the annual meeting.

Section 8.3. Waiver of Notice. Any director or committee member, as appropriate, mayat any time, in writing, waive not co of any meeting nf the Board of Directors, and such waivershall deemed equivalent notice. Attendance at any meeti ng shal/
constitute a waiver of notice of the time, place and purpose of such meeting, unless the director or
committee member attends for the express purpose ofobjecting to the transaction ofany business
on the grounds that the meeting was not lawfully called or convened and so notifies the person
conducting the meeting at or prior to consideration of the matter subject to objection. If all
directors or committee members, as appropriate, are present at any meeting ofthe Board of
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lJirtoorsnroomorÜ1ce'ooúoóuesbuDhercguiroúundanybusimcxsnouyhutrunaactedaÚouobmeeting.

Section 8 4. Quorum. At all meetings of the Board of Directors ora committee, umajority of Lhe total number ofdirectors or committee members, as appropriate, shall constitute aquorum air the transaction of business, and a Majority Vnte while a quorum is present shall
constitute the decision of the Board of Directors, unless provided otherwise in the Act, theArticles ofincorporation or the Bylaws. Ifat any meeting there is less than a quorum present, amajority of those present may recess or adjourn the meeting 6onu time to time. Wilco the meetingwhich was recessed or adjourned is reconvened, so long as a quorum is present, any business
which midt have been transacted at the meeting originally called may be transacted without
further notice. A director or conunittee member, as appropriate, who participates in a meeting by
any means of communication by which all directors or committee members may simultaneously
hear each other during the meeting shall be deemed present at the meeting for all purposes.

Section 8.5. Conduct nfMeetings. The President shall presid over meetings of the
Board ofDirectors and the Secretary shall keep the minutes of the meetings and record all
uesulutions adopted at the meetingss and proceedings oc i at the meetings. The chairman of
a committee shall preside over the meeting of the committee and may appoint any member of the
committee to keep minutes. The then current edition ofRobert's Rules ofOrdc, Newly Revised,shall govern the conduct of the meetings of the Board of Directors or committee when not inconflict with the Act or the Association Documents, unless other rules oforder are adopted by theBoard of Directors.

Section 8.6. Action Without Mçetin, Any action bythe Board ofDirectors or acommittee required or permitted to be taken at any meeting may be taken without a meeting if aconsent in writi setting forth the action taken shall be signed either before or after such action istaken by all ofthe directors or committee members, as appropriate. Any such written consentshall have the sanie force and effect as a unanimous vote and shall be filed with the minutes of theBoard ofDirectors or committee,

ARTICLE 9

FIDUCIARY DUTIES

Section 9.1. Execution Dnournentu. Unless otherwise provided Üothe resolution ofthe Board of Directors:

(a) all agreements, contracts, deeds, leases, checks and other instruments of theAssociation for expenditures or obligatious in excess often percent ofthe total AnnualAssessment for Common Expenses for that fiscal year, and all checks drawn upon reserveaccounts, shall be signed by any two persons designated by the Board of Directors,

(b) all such instruments for expenditures or obligations of tcu percent orleono[ the total
Annual Assessment for Common Expenses for that fiscal year, except from reserve accounts, may

13
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ÓxegoÜng, instruments creatinu or paying obligations üor less than Five Thousand DvOars, except
for withdrawals from the reserve Ouodo, muy be signed by only one person. Aov0[Ocar or the
Association may be designated by Board resolution to aiên a Statement of Common Expenses or

Section 9.2. Conflicts of Interest. Each director or Ofricer shall exercise such director's
or Officer's powers and duties in good faith and in the best interests ofthe Association. Any
common or ¡nterístod director or Officer may b couiited in determining the presence of a
quorum of any meeting of the Board of Directors, a committee or the members which authorized
approves or ratifies any contract or transaction, but SuCh director's or Officer's vote shall not be
counted with respect to any matter as to which such director or Officer would have a conflict of
interest. Such director or Officer may vote, however, at the meeting to authorize any other
contract or transaction. The voiduhiütYofu transaction involving a director or Officer with a
conflict of interest shall be determined in accordance with Section 13.1-871 of the Act.

Section 9.3, Liability and Indemnification,

(a) No Personal Liabili The directors, Officers and members of the Covenants
Committee shall not be liable to the Association, any member or any other person for any mistake
ofjudgement, negligence or otherwise, except for their own individual willful misconduct or bad
faith. Directors and Officers shall have no personal liability with respect to any contract make by
them on behalf of the Association. No member shall be liable for the contract or tort liability of
the Association by reason ofownership or membership therein. Every agreement made by the
Board of Directors, the Officers or the managing agent on behalf of the Association shall, if
obtainable, provide that the directors, the Officers or the managing agent, as the case may be, are
acting only as agents for the Association and shall have no personal liability thereunder.

(b) Indemnification. The Association shall indemnify the directors, Officers and
members ofthe Covenants Committee to the extent that it is contemplateda nonstock corporation
may indemnify its directors, officers and employees pursuant to Sections 13.1-875 through 13.1-
883 of the Act; provided, however, that before the Association uses association funds for
indemnification, all insurance proceeds must be obtained and applied toward such indemnification.
The foregoi right ofindemnification shall not be exclusive by law, agreement, vote of the
members or otherwise.

(c) Directors and Officers Liability Insurance. The Association shall have the power,
pursuant to Article 10 o[ the Declaration, to purchase and maintain insurance on behalf of any
person who is or was a director, Officer or member of the Covenants Committee against uuy
liability as5crtcd against such person and incurred by such person in any such capacity or arising
out of such person's status as oucb, whether or not the Association would have the power to
indemnify such person against such liability under the provisions of this section. Further, the
availability or the Association's indemnity shall not relieve any insurer of any liability under an
insurance policy held by the Association.

14



Section 9.4. Compensation of Directors and Officers. No salary or other compensation
shall be paid by the Association to any director or Officer oltbe Association for serving or acting
as such, but this shall not preclude the payment ofsalary or other compensation for the
performance by such director or Officer of other services to the Association nor shall it preclude
the reimbursement ofrexsonuh[, ordinary and necessary expenses incurred in serving or acting as
a director or Officer.

ARTICLE 10

I3OOKS AND RECORDS

Section 10.1. Nfünknunoe. The Association shall keep books and records as re i d by
Section l3,l-932o[ the Act and Section 55-5\0of the Virginia Propurty(]vvuer`oAmsociution
Act or as otherwise required by law. All books and records shalt be kept in accordance with
generally accepted accounting principles, and the same shall be reviewed at least once a year by an
accountant retained by the Board of Directors who shall not be an Owner or an occupant of a
Lot. Upon the request of any Mortgaszee, any Secondary Mortgage Agency or upon a Majority
Vote of the members (or the written request of members entitled to cast more than fifty percent of
the total number ofvotes) or as otherwise determined by the Board ofDirectors, the books and
records shall be audited. The cost of such audit or review shall be a Common Expense. The
Association shall also file and maintain the annual reports required to be filed with the Virginia
State Corporation Commission by Section 13.1-936 of the Act and the Virginia Real Estate Board
in Section 55-516.1 of the Virginia Property Owner's Association Act or otherwise required by
law.

Section 102. Availability. The books and iuuds ofthe Association shall be available
for examination by the members, their attorneys, accountants, Mortgagees and authorized agents
during general business hours on business days at the time and in the manner established by the
Board offlirectors for the general knowledge of ofthe members in accordance with Section 13.1-
933 of the Act, and Section 55-510 of the Virginia Property Owners' Association Act. The list of
members required by Section 2.8 hereof shall be available for inspection for a period of ten days
prior to the meeting and at the meeting. Pursuant to Section 133 of the Declaration, all
Mortgagees or their representatives shall have the right to examine the books and records of the
Association on the same terms and conditions as the members. The Board ofDirectors may fix
from time to time a reasonable charge to cover the direct and indirect costs ofproviding any
documents.

Section 10.3, Accounting Report. Within ninety days afterthe end ofeach fiscal year,
the Board ofDirectors shall make available to all meobero, and to each Mortgagee requesting the
same, an itemized accounting of the Common Expenses fur each fiscal year actually incurred and
paid, together with a tabulation of the amounts collected pursuant to the budget adopted by the
Board of Directors for such fiscal year, and showing the net amount over or short of the actual
expenditures plus reserves.
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Sectidn 104. Fiscal Year, The first year ofthe Association shall beeinun the date of thefirst conveyance to an Owner other than the Declarant and end on the last day of December,
unless otherwise determined by the Board of Directors,

ARTICLE 1 j_

NPTICES

Except as specifically provided otherwise in the Act or the Asgorix6onDocumems, allnotices, demands, bills, statements or other communications under the Association Documentsshall be iii writirg and shall be deemed to have been duly ivooif hand delivered personally Lnthemember or the member's address of record or delivered by telegraph, teletype or other form ofwire or wireless communication or by private carrier or sent United States mail, postage prepaid
pursuant to Section 13.1-810 of the Act, or if notification is of a. default, hearing or licn, sent by
registered or certified United States mail, return receipt requested, postage prepaid: (a) if to amember, at the address which the member shall designate in writing and file with the Secretary or,if no such address is designated, at the address of the lot of such member; (b) if to the
Association, the Board of Directors or the managing aeent, at the principal office of the managingagent or at such other address as shall be designated by notice in writing to the members pursuant
to this section; or (c) if to a Mortgagee, at the address indicated by the Mortgagee in a writtennotice to the Association. Ifmailed, such notice shall be deeded to be given vvbcodcpooúcdiu
the United States mail addressed to the address shown in the Association recordu, lfaLot isowned by more than one Person, each such Person who so designates an address in writing to the
Secretary shall be entitled to receive all notices hereunder, otherwise, the Person receiving thenotice shall have the responsibility for notifying the other Persons comprising the Owner.

ARTICLE 12

AMENDMENTS

These Bylaws may be amended only by a Ma i Vote of the member if the proposedaiundrnent has been inserted in the notice of meeting or all of the members are present in personor by proxy. The Board ofDirectors shall send any amendment to the members within thirty daysafter adoption. No amendment to these Bylaws may diminish or impair the rights of the Declarant
under the Bylaws without the prior written consent of the Declarant. No amendment to theseBylaws may diminish or impair the rights of the Mortgagees under the Bylaws.
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CERTIFICATION

I, the unciersiuned, do hereby certify:

THAT I am the duly elected and acting secretary of SALEM RUN HOMEOWNERS

ASSOCIATION, INC:, a Virginia nonstock Corporation; and

THAT the foregoing Bylaws constitute the original Bylaws of the Association, as duly

Decemberadopted by the Board of Directors pursuant to the Organizational Minutes dated

December1995. IN WITNESS WHEREOF, I have hereunto subscribed my name onçJL, 1995.

SECRETARY
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DECLARATION

FOR

SALEM RUN HOMEOWNERS ASSOCIATION, INC.

THIS DECLARATION iuidc as of , 1995, by SALEM
RUN COMPANY. LIC. a Vfrginia United Liabiliy Company ('Dcdomm");SáLEMJDUN
ASSOCIATES, LP., a Virginia limited painership (Salem Associates), 1-lOMES FOR
FREDERICKSBURG L. P., x Virginia limited partnership ("Homoo"). CANNON/SALEM RUN,
L P , a Virginia limited partnership ("Cannon"), and
ASSOCIATION. |NC,o Virginia nnngock corporation ('áoauiaúnn^

u & Li A

RECITALS:

K'(. Sx\rmAon6x"sowns inE; simple tkotpvmdo[\].\O5Oacn; d,scrümd
hcreina8xr. which is a pnrtinno[|hrSuhmk(cd Lomd, und desires to subject such land to the

cn'cnon/s,rcgrio|inny.rocpmtion\cummoom.servitudm.||enoundchurgemmnmpxrticu|m\y
hcnjnuDcrset[onh

R-2. Cannon own in fee simple that parcel of O 8894 acres subdivided as Section 5,
Phase I-A of Salem Run Subdivision as described hereinafter, which is a part of the Submitted
Lond, and desires to subject such land to the covonxn/s, rcmhoinn, rescrvm\on, euxcmon/s,
scrvitiidcs. liens, and chargcs more particularly hcrcinafìcr set lortli.

R-3. Homes owns in fee simple that parcel of 4.||7V acres subdivided as Parcel F28.
Salem Run Subdivision as described herenaler, which is a part ofthe SubnÜttcdlund,ond
desires to subject such land to the covenants, restriction, reservation, easements, servitudes, liens,
and cliij ges more particularly hercinaller set forth.

The Declarant wishes to reserv the right to add the land designated as Additional
Land in the legal Jv,c/iptivn attached xo Exhibit 8, and may her after decide to subject all or any
portion ofthat Additional Land, to the provisions ofthisthis Declaration, as may be amended from
time to time,

R,5 TheD*c|nmq/dermokdesirab\cunúint6e best \morrmso[ all th*mvncrsn7iunú
subject tothixDcdxnniontopnx:c(tkcvu|ucond,hodesirÉÜhynfouoh|undbypnovidinâGnr
the development vf such |xnd |nuc:ordvncewid/^common plan und 1hu'muintonunoodycertuin

R-6. To provide a means for meeting the purposes and intents set forth herein, the

5

Any covenant, condition or restriction in this documentindicating a preference, limitation or discrimirati,.based on rara -*



Declarant has caused the Association to be incorporated under the laws ofthe Commonwealth ofVirginia. By its signature hereto the Association assumes the responsibilities assigned to the
Association herein,

NOW, THEREFORE, theDeclaram.Association,Can,on, Homes and Salem Associateshereby covenant and declare on behalf of themselves and their respective successors und assigns,that from the date this Declaration is recorded, the land designated as Submitted Land in ExhibitA hereto shall be held, conveyed, acquired and encumbered subject to the terms and provisions

kcprvf,oUofwhinhshuUmnv,\tht6r|ond(indo6in8xUimprovcmcnothcmnn)andhindandinure to UmhcncfiL of all Persons who may now or hereafter own or acquire any right, titl uxtc
ur¡n4ro,inortoonyo[m/nh|xnd.nrvvhnmoynn°nrhrrcoMcrocnxpyoronrcrupnnanypnnionUurnof, subject tnthmriâN o[LhcOoc|omnt or the Association momcndtkisDecbm(ionfrom time to time in accordance with the provisions for amendment set forth herein

ARTICLE

GENERAL PROVISIONS

Section \.\. Definitions. Terms used herein without definition shall have the meaningsspecified for such terms in Section ll|'8O]o[ the Act. Capialized tcrrns used herein shall havethe meanings specified for such terms below.

(a) "Act" means the Vi inia Nonstock Corporation Act, Chapter 10 ofTitle\l\n the Code o[ Virginia
(>V5o),uoumcndud,oupplemcn|xUorrcp|acedÜmm(imetnt¡me,"POA Act" means the v\nginia Property Owner's Association Ac .Chxpvcr26oyTidc55 of theCode n[ Virginia

(|V5O),uuumund*d,uupp}omrntudurrcp|occd0nmúmoCohmc

(b) "Approval of Secondary Mortgage Agencies or Mortgages" means: ( i )written approval; (ii) any written waiver of approval rights; (iii) a letter stating no objcction; or(iv) presumptive approval if a Secondary Mortgage Agency or Mortgagee does not respond to anotice by certified or registered United States mail, return receipt requested, within thirty daysaller the date the request for approval is transmitted in acco?dance with the notice requiremént ofArticle I I ofthc Bylaws and Sections 13.2 and 14.4 hereof.

ú1 'Articles ouincorporation" means the Articles ofincorporation for SalèmRun Homeowners As*o6u6on, Inc., filed with the Virginia State Corporation Commi,xion, asamended from time to time.

6
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(d) "Asscssments' means the sums Tevied against thoLo s to pay CommonExpenses as provided in Article 6 hereo1 Assessments include Annùal Assessments, AdditionalAssessments and ImÍ|v(dital Assessments and Special Aovu,sinomoßrwcd pursuant to Section 55-5|4n the POáAcA.

(e) "Association" menc Salem Run }Ionìcowncr Association, Inc., and, withrespect to the rights and obligations o(the Association set forth in this Declaration, its successorsand assigns

(0 Association Documents" means collectively, tile Articles of Incorporation.this Declaration, Supplementary Declarations, and the Bylaws, all as amended from time to time.Any ExhUbit, schedule, certification or amendment to an Association Document is an integral partof document,
condominium unit ownersassociation or cooperative association subject to the Declaration and governing some but less thanall, ofthe Property pursuant to covenants recorded among the Land Records.

(g) "Board ofDirectors" or "Board" means the executive and administrativeentity established by Article 5 of the Articles of incorporation as the governing body of theAssociation.

(h) "Builder" means a Person who purchases a portion ofthe Submitted Landfor the purpose ofeonstructing
improvements for resale or rental,

(¡) "Bylaws" means the Bylaws ofofthe Association. as arsinded from time totime

(j) .'CommonAroy means, at any given time, all ofilie Property then ownedby the Association and available to the Association for the benefit, use and enjoyment of theOwners.

(i) "Reserved Common Area" means a portion of the Common Area forwhich the Board ofDirectors has granted a revocable license for exclusive use pursuant toSection 3.7.

(ii) "Limited Common Area" means a poflion ofthe Common Areà whichhas been designated by the Declarant pursuant to Section 3.7 for the exclusive or primaryuse, asappropriate, ofO'mers afone or more but less than all ofthe Lots.

(k) "Common
means ail expenditures made by or on behalf of theAssociation, together with all funds determined by the Board of Directors to be reasonablynecessary for th ö nxndm^int*nu*ceor,eoorvcopumuunr to the provisions of theAssociation Documents Except when the context clearly requires otherwise, any refer nce toCommon Expenses includes Limited Common Expenses.

7
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(i) "Limited Common Expenses" means all expenditures made by or onbehalf of the Association and hmncfi6ngone nr more but less than oUo[ the Owners and assessedagainst the Lots owned by the Owners benefited
pursuant to Subsection 6 2(a) (ii) hereof

(ii) "Recreational Facilities Expenses" means all cpcnseS incurred by oron behalf othe Association for the management and upkeep ofnnd insurance br the RccreationaFacilities and such amounts as the Board of Directors may determine to be necessary to createreserves for the repair and replacement of the Recreational Facilities,

(\) "Covenants Committee" means the committee that may be establishedpursuant to Article 9 hereof to assure that the Property will be maintained in a manner consistentwith the purposes and intents of this Declaration.

(m) "Community Facilites" means facilities serving the Salem Run Communityincluding, without limitation the storiuwiter
management CuciUtiea, ponds and easement areas,landscaping (including associated irrigation xyxcmo if any), signage, (including entrancefeatures), paths, trails and sidewalks (including associated lighting or street furniture), fencing andstreet lights.

(n) "Dcclarartt" means the Salem Run Company LLC. a Virginia LimitedLiability Company. Following recordation of an instrument assigning to another Person all orsome oythe ri!hts reserved to the Declarant under the Association Documents, pursuant toSection 5.2 hereof the terni "Declarant" shall mean or include that assignee.

(o) "Declarant Control Period" means the period rndingon\hrondieo of(i)the later of(A) the tenth anniversary uy the date nf recordation of the Declaration or (B) the fifthanniversary of the date o[ recordation of the most reccot Supplementary Declaration addingAdditional Land (provided, however, that once the Declarant Control Period has expired, therecordation ofa subsequent Supplementary Declaration shall not reinstate the Declarant Control'Period; and pro jdvd, further, that if the Declarant is deloycd in the improvement anddevelopment of the Property due to a sewer, water or building permit moratorium or other causeor event beyond the Declarant's control, then the aforesaid period shall be extended for a periodo[ the delay or three years, whichever is less); (ii) the date seventy-live percent ofthe single familydetached and townhome residential dwellings permitted to be located on the Submitted Land orthe Additional Land are initially occupied or owned by Owners other than Declarant or a Builder(thc foregoing number may be increased or reduced in accordance with any aniendments to theDevelopment Pl4I affecting the number ofpermitted dwellings or ifExhibits A or B are amendedto describe land not originally described in Exhibits A or B which would result in an increasednumber of permitted single family detached and townhome dwellings); (iii) thc date specified bythe Declarant ino written notice tnthe Association that the Declarant Control Period is toterminate on that date; or (iv)(iv)the end ofthe Development Period.
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(p) "DcsiCn Standards' means the standards developed by the Covenants

Committee pursuant to Afticle 9 hereof and any standards established by the Declarant during the

Development Period.

(q) "Development Period' means the period oftirne that the Dedarant or

Builders are engaged in development or sales or activities relating thereto, anywhere on the

Property and the Declarant is entitled to exercise certain Special Declarant Rights under the

Association Documents. When all the Submitted Land has been conveyed to Owners other than

the Declarant or a Bui|drr, and all bonds held by a governmental agency with respect to thc

Property have been released, then the Development Period shall end.

(r) "Land Records" means the land recordsrds of Spotsylvania County, Virginia,

the jurisdiction in which the Property is located

(s) "Lot" means a portion ofthe Property which is a separate subdivided lot of

record or any other parcet of Submitted Land held in 3cparate ownership (but not including the

land designated as Common Area and owned by the Association or dedicated Curpuh}¡omnrt

purposes), together with any improvements now or herea[lcr appurtenant hereto.

(t) "Majority Vote" means a simple majority (moro than filly percent) of the

votes entitled to be cast by members present in person or by proxy at a duly held meeting of the

members at which a quorum is present. Any vote oía specified percentage ofmember means tha

percentage with respect to the total numberofvotes actually cast by menthers present in person

or by proxy at a duly held meeting at w\úchnuomm is present. Any vote by a specified:

percentage of the Board or Directors (or committee) means that percentage with respeCt to votes

entitled to be cast by directors (or committee members) present at a duly held meeting [ the

Board ofDirectors (or committee) at which a quorum is present. Any vote ofor approval by a

specified percentage ofthe Mort8nros means a vote oyorapproval (whether actual or presumed)

by the Mortgagees of Lots calculated based on one vote for each Lot on which a Mortgage is held

by a Mortgagee.

(u) "Mortgagee' means an institutional lender (one or more commercial or

savings banks, savings and loan asso iation, trust companies, credit unions, industrial loan

associations, insurance companies, Pension funds or business trusts, including but not limited to

real estate inves mcm trusts, any other lender regularly engaged in financing the purchase,

construction or improvement or real estate, or any assignee of loans made by such lender, or any

combination of any of the foregoing entities) holding a first mortgage or first deed of trust

("Mortgage)" encumbering a Lot which has notified the Board ofDircctor outs status in writing

pursuant to Section 13.2 hereofand has requested all rights under the Association Documents.

Only for the purposes ofihe notice and inspection rights in Article !], 14 and 75 of the

Declaration, the term "Mortgagee" shall also include the Federal Housing Administrajion (Fl-IA).

the Federal Home Loan Mortgage Corporation (FHLMC), The Federal National Mortgage

Association (FNMA), The Department of Veterans Affairs (VA), the Government National
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Mortgage Association (GNMA) and any other pu!l!ic ör private secondary mortgage marketentity participating úu purchasing, guaranteeing or insurinv, Mortgages which has notified the
Board of Dtrectors of such participation in wriIng ("Secondary Mortgage Agencies").

(v) "Officer means any Person holding °Bice pursuant to Article of theBylaws,

(w) "Owner" means one or more Persons who own a Lo in fee smp1e, butdoes not mean a Person having an interest in a Lot solely by virtue or a contract or as security foran obligation.

(x) "Person" means a natural person, cor omtion.pxrtmrdúp.xoodoion
tnist or other entity capable of holding title or any combination thereof.

(y) "Property" means, at any given time, the Submitted Lun6, together with allimprovements and appurtenances thereto now or hcreafer existing.

(7) "Recreational Facilities" weans the swimming pocis, tennis courts, tot lotsand associated community buildings and any other facilities owned by the Association available by
membership but not including any areas such as, playing fields and trails open to all Owners.

(aa) "RumunJKcâv*|nn:"mouns/henJx and regulations governing the use,occupancy, operation and physical appearance o[/ho Property adopted from time to time by theBoard of Directors.

(ab) "Submitted Land" means the Land designated asouch>n Exhibit /\hvm nand all land which is from tme to time submitted to the Declaration (inctudiii Lots and Common

(ac) "Upkeep"
repainting, remodeling, restoration, improvement, renovation, alteration, replacement andreconstruction.

Section 1.2. Cons(moikmn[ Association Documents

(a) Captions. The captions mr inserted only for reference, and in no waydefine, limit or describe the scope of any provision.

(b) Pronoxnu.
ThcuseoythomascuinogondcrdiaUhcdc*m,dtn|nxludnthe feminioeunJ vevtprge,J"rs, und thnuxon8keo|nQp|urshxU be deemed to include the pluraland vice versa, whenever the context so requires.

|O
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(c) Sr~omhUi(y. Each provision of an Association Document is severablefrom every other provision,' and the invalidity of any one. or more provisions shall not change the//'t:oningn[or otherwise affect any other provision. To the extent thai any provision of the

Association Documents is found to be overly broad or unenforceable and a narrower or .particularly enforceable construction may be given to such provision, then the narrower Orpartially enforceable construction shall be applied and to the extent practical , the provision shallbe enforced.

(d) Interpretation If there is any conflict among the Association Documents,the Declaration and thereafter the applicable Supplementary Declaration, the Declaration shallcontrol, except as to matters ofcompliance with the act, in which case the Articles of
Incorporation shall control, Particular provisions shall control general provisions, except thât aconstruction consistent with the Act shall in all cases control over any construction inconsistent
therewith. The provisions of the Bylaw shall control over any conflicting provision ofany rule,regulation or other recoltition adopted pur3ualll w any of the Association Documents. TheAssociation Document shall be construed together and shall be deemed to incorporate oneanother in OEil!. Any requirements as to the content of one shall be deemed satisfied if thedeficiency can be cured by reference to any of thc others.

Section 1,3. The. Association,

(a) Creation. The Association is a nonstock corporation organized andexisting under the laws ofthe Commonwealth ofVirginia, charged with the duties and vested withthe powers prescribed by law and set forth in ifte Associtiori Docutiients.

(b) Membership. Members ofthe Association shall at all times be, and belimited to, the Declarant (during the Development period) and the Persons who constitute Ownerso[ the Lots. Ifmore than one Person owns a Lot, then all ofthethe Persons who own such Lot shallcollectively constitute the Owner and be one member ofthe Association. Each such Person isentitled to uncnd;xU meetings of the Association. Membership in the Association is mandatoryand automatic with ownership or a Lot.

(c) Classes o[Members' Voting Rights The Association shall have the clausesof members with the voting rights set forth in Article 4 of the Articles of incorporation and as

The Class A meitiliers shall be the Owners ofLots other than the Declarant or Classmember. A Class A member shall have one vote for each Lot owned.

The Class Bmembcr Shall be the Dectarani. The Class B members shall have votes equalto the total number of total lots multiplied by three, less three votes for each vote held by a ClassA Member.

|\
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TheC]maCmcmhershaUbe\hoOwmonohho|otoJesignmcdúnmu|/i'fami|yunits The
Class C member shall have one vote for each ten (10) units owned.

After the Declarant Control Board expires, the Declarant as the Class B member shall be
entitled to one vote for each Lot owned by the Declarant After the Development Period ends,
the Class B membership shall cease to edst and all Class 13 membership shall become Class A
memberships.

(d) Board Authority to Act Unless otherwise specifically provided in the Act
or the Association Documents, all rights, powers, easements, obligations and duties of the
Association may be performed by the Board of Directors on behalf of the Association

(e) Merger or Consolidation, Upon merge or consolidation of the
Association with another association formed for similar purpose, the Associations properties,
rights and obligations may be trans1errd to the surviving or consolidated Association, or
o|tmnmively, the'

|Asxnoxúon as No o0\ anyAssociation, surviving corporation.
revocation, termination, clìanc or addition to this Declaration except pursuant to Articles 11 and
15 hereof.

ARTICLE 2

COMMON AREA

Section 2.1. Conveyance: Title. The Declarant shall convey Common Area to the
Association in fee simple released from any encumbrance securing the repayment of monetary
obligations incurred by the Declarant, but subject to all easements and other encumbrances then of
record (including those created by this Declaration). The Common Area within a particular
section or record plat shall be conveyed to the Association before the conveyance of'any Lot to an
Owner within that section or record p|x(, other than the Declarant or a Builder. The Asouoiuhön
shall accept title to any real estate or property offered to the Association by the Declarant.

Section 2.2. BoondatyAdjoo(nems. The Association, acting through its F3oard of
Directors without Owner or Mortgagee approvals, has the powe at any time or times, consistCnt
with the then existing zoning or subdivision ordinance of the applicable governmental authority, to
transfer part of the Area for the purpose ofadjusting Lot lines or otherwise in
connçtioi with the orderly »ohúiv\sionunddvvoopmcn(nythopmporty\pmvided[hovnvt
that: ( i ) such transfer shall not reduce the portion ofhe Property designated as "open space"
required in the subdivision comprising the Property at the time ofthc transfer, (ii) the Declarant or
other Person requesting the transfer shall transfer or cause to be transferred to the Association as
"Common Area" such portion of the Property as is necessary to maintain the total acreage
designated as "Common Arca" at that level existing at the time of the transfer or otherwise
reasonably compensate the Association; (iii) the appropriate governmental authorities approve

12
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such tot Tine adjtisiments; (iv)

documents showing each such lot lire adjustment are submited toVA fVA is ,euxon|eeingxmongagov,FRá|F FHA |s insuring u Mortgage onuLot affected bythe adjustment; and (y) the boundary line adjustment is approved by all Owners ofLots for whichthe boundarics are being adjustcd.

Section 2.3,
ßCLtuhú¡onnECnmnnonArea. The Board of Directors shall have tku.hghtto regulate use oy the Common Area pursuant to Section 8.3 hereof and to charge 1cc for the useof Common Area, specifically Recreational Faci|iÜos, on an annual or user fee basis and may enterinto arcements with neighboring property owncrs to provide for such use. The Board ofDirectors may also mortgage, dedicate or convey Common Area owned in fee simple by theAssociation or grant easements over and through the Common Area subject to the restrictions insection 1 4,4 hereof

ARTICLE 3

EASEMENTS

Section l|. Rescrvaton of' F,acmenJ Rihts by the Declarant. The Declarant hereby

nocnrxüoritodfundaUC|osBMomhcmunon'*xdu6vemusomxn\andhgh\nywoyin.\hrbuâh.over and across the Common Area for the following purposes: the storage ofbuilding suppliesand materials, construction development and sales activities; and in, through, over and acrosi theLots and Common Areas for the installation,
construction, maintenance, reconstruction and repairofsanitary sewer lines, water lines, cab\es, storm drains, storm water management facilities,footing drains, utilities and appurtenances to any of the same and for all other purposes reasonablyrelated to the completion uf construction and the provision of utility services, whether public'orprivNe, to the community and to other properly xdjxccnt N or in the vicinity of, /hnoomnmnxty;provided, however, that the Owners o[such adjacent properties agree to bear a portion or

oxpcnocoR}pkerp0,r/huued|it(masbrca' nably appr In addition, thrQodumn'reserves an easement and right on, over and unde the ground within any lot to ma ntain and tocorrect drainage ofsurface
or subsurface water in order to maintain reasonable standards of ,hrahh, safety and appearance. Such right includes the right to cut any trees bushes, or shrubberymake any grading oF the land, or to take any other similar action reasonably necessary. TheDeclarant ( or Builder) shall at its cost and epcnse restore the affected property to its originalcondition as near as practicable. The Declarant further reserves a non-exclusive ornamentalentrance easement and right o[ way in, through, over and across the Common Area for thepurpose ofconstructing and erecting signs on the Property. Upon completion o[ any activity

.

herein described on the Property, the Declarant shall repair and maintain same at its cost andexpense. Any and all instruments
ofconveyance made by the Declarant to the Aoociaüon,i,hrespect to any of the Common Area shall be conclusively deemed to incorporate thesereservations, whether or not specifically set forth in such instrument. Upon the written requet ofthe Declarant, the Association shall from time to time execute, acknowledge and deliver to the

13
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Declarant such further assurances of these reservations as may be necessary. Further the
bccarart hereby reserves to itsclfand us successor or assigns an easement and a right to grant
and reserve casements o, to vacate or terminate easements across all Lots and Common Area as
may be required by any governmcnta! agency or authority in connection with (lie reicase of bonds
or the acceptance of streets for public maintenance or otherwise held by a governmental agency

Section 3.2. Easements for UtUities and Related Purposes The Association, by and
through its !3oard of Directors, is authorized and empowered to grant (and shall from time Id time
grant) such other licenses, easement and rights ofway over the Common Area for the inst
constructing, operating, maintai regulating, repairing or replacing equipment used to pròvidc
any sanitary and storm sewer, mmeUighm, water lines, electrical cable, television or other

¡

communication cables, Uus lines, storm Jm|n,.cables, vvJw8,ound conduits and such oilier
purposes related to the provision of the utility services to the community as may be considered
necessary and appropriate by the Board of Directors for the orderly mxintcnnoco, preservation
and enjoyment o[thcCommon Area and for the proervaIon of the |/,vN`, safety, convenience
and welfare of tue Owners or the Dcclarant.

Section 3.3. Easement for governmental Personnel and l gr xs'EUrcos. A right of
entry nn, over and across any Lot orCnnnmnn Area is hereby granted to law enforcement officers,
animal control officers, and fire and rescue personnel as nccded to carry out their duties, including
enforcement of cleared emergency vehicle access. An easement "f ingress and egress is hereby
granted in favor of all Members, their invitees, guests and tenants on, over and across the private
streets within the Common Area as indicated on Subdivision Plats provided such Members,
invi<«*o, guests and tenants comply with the provisions ofthis Declaration and such other rules 45
the Board of Directors may promulgate in its discretion.

Section 3.4. Easements for F.ncroaçhment. If any improvement on any Lot or portion
ofihe Common Area nov,orhcmu0nrmno,naohconnunyuthorport|onof/hoPropcuyhynmoon
of: ( i ) the original construction thereof; (ii) deviations within normal construction tolerances in
the Upkcep of any improvement; or (iii) the settling or shifting of any land or improvement;
easement is hereby granlcd to the extent ofany such encroachment not in violation of the
Spotsylvania County, Virginia ordinances for the period n[ time dhoencroachment exists. The
Owner nf the encroaching improvement shall also have an casement for the limited purpose of
Upkeep oy the encroaching improvement. This easement does not relieve any Owner or any other
Person from availability fur such Owner's or other Person's negligence or willful misconduct.

14
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Section 3.5, Limiutios_Q_ILEm:rvilie of Ilighti_iinsi1:15mult5.

(a) 0.11)«LE8'iiDlmEi&. These easements are subject tn all other *u:erri*nuand
encumbrances o[record including those created by this Dccaration.

(b) no_tice. The Declaran or the Association, as a e, when exercising
the rights and easements granted by this Article, shall: (i ) give reasonable prior notice <u all
afíccted Owners, unless an emergency exists whichprecludes such notice; (ii) minimi
economic or aesthetic injury to the affected Lots or the Common Area; and (iii) not unreasonably
interfere with the affected Owner's use, enjoyment and benefit from such Owners' Lots or the
Common Area.

(c) Delusoúno ([uneasement is relocated, the cos ofsuch relocation shall be
paid by the party requestin the telocarion.

(d) Dam.gc. Any dncnage resulting from thc exercise ofthe aforesaid rights
and easements shall be promptly repaired and the site restored to the extent practicable by the
Declarant or the &oodxÜon, as appropriate, or at the option of Declarant or the Association,
the Person responsible for such damage. in either case, the cost olsuch repair and restoration
shall be paid hor6y,thc Person responsible for the damage.

Section lú Land Suhmiued by Perons Other than the Declarant Any Person other
than the Declarant submitting real estate to this Declaration het eby grants to the Declarant, the
Association and to each Owner all rights, easements and other interests with respect to such real
estate granted or reserved in this Article and shall provide such further assurances as may be
required.

Section 3.7 Reserved Common Area and Limited Common Area.

(a) Jeserved Common Area. The Board ofDirectors shall have the powe inits discretion from time to time to grant revocable licenses in the Common Area by designating
poilions ofthe Common Area as Reserved Common Area. Such Reserved Common Area shallbe subject to such ro$hnöonu, reasonable changes and conditions on the use thereof as the Board
may deem appropriate. Such Reserved Common Area shall be maintained by the Associàtion or,at the Board's option, by the Persons having the exclusive right to use the Reserved Cvm'monArea. The Recreational Facilities shalt also be deemed to be Reserved Common Area to be usedby the Owners pa ing an Assessment for Recreation Facilities Expenses, and other Persons
purchasing membership.
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(b) m ^xok The Declarant shall have the right. for as long as

the Declarant h h right Additional Land under Section 4, 1 to restrict poiions of the
'Common Area owned in fee simple by the Association in the nature of an easement for the

.

exclusive (if specifically designated) nr use of the 0wncnofoncormore
specific Lots by designating such portions of the Common Area as Limited Common Area, The
Declarant may describe the Limited Common Area or Common Area that may be assigned as

Limited Common Area in a Supplementary Declaration and, may thereafier unilaterally record an

instwmcnt assigning such Limited Common Area. The Declarant shall not, however, designate

Common Area as Limited Common Area or Common Arca that may be assigned as Limited

Common Arca once a Lot in that Section has been conveyed to an Owner other than the

Declarant or a Builder.

ARTICLE 4

EXPANSION OF TI-IF PROPERTY

Section 4.1. Expansion by the Declarant. The Declaran hereby reserves aright until
the twenty-fiflh anniversary of the date of recordation of this Declaration to expand the Property
from time to time without the approval ofthe Association or any Owner (except the òwncr of
such land) or Mortgagee by unilaterally submitting all or any portion of the Additional Land to the

provisions of this Declaration and the jurisdiction of the Association whether or not sUeh land is

owned by the Declarant. The right Noxpxnd may be terminated only upon the recordatiun by the

Declarant of an instrument relinquishing such right. The Declarant reserves the unilateral right
without the approval of the Association or any Owner (except the owner ofsucli land) or
Mortgagee to sign and record a Supplementary Declaration, subjecting any portion of the
Property to such additional covenants and restrictions as may be necessary to reflect the different
characteristics o[ such portion of the Property to such additional covenants and restrictions as
may be necessary to reflect the different characteristics ofsuch portion ofthe Properly as are not
inconsistent with the overall scheme oy the Declaration; provided, however, that the Declarant
shall not record a Supplementary Declaration affecting a Lot Mier the cOnveyance of such Lot to
an Owner other than the Declarant without the written consent of the Owner ofsuch Lot. The
Declarant shall add Additional Land in accordance with ikoprocodurm set forth in Section 4.3.
There are no liriiitations on the right ofexpand except as set forth in this ArtiJc lithe Declarant
dvc, not submit all v/my portion of the Additional Land to the oco|oo/|on, such land may be
developed in any manner allowable under local zoning ordinance without regard to the restrictions
in this Declaration.
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Section 42. Fxpunsionby the Association, Onty with the written consent ofthc fee
simple uvnovf such land (if not the Association), and upor approval by: ( i ) at least oSixty-
seven ycr7,cm vote ofOwners other than the Declarant during the Decl Control Period or the
w/ütonapprovx\ o[ Owners entitled to cast at least sixty-seven percen oY the total number of
votes entitled to be cast by Owners other than Declarant during the Declarant Control Period; and
(ii) the wdtten consent of the Declarant during the Development Period, the Association may
submit any additional land to the provisions of this Declaration and the jurisdiction of the
Association. in accordance with the procedures set. forth in Section 4.3 and subject to the
limitations of Section 14.4.

Section 4.3, 2/mc.wdoe for Iaxpmaic. The Association may record one or more
amendments to the Declaration su i \ i \ i to
the jurisdiction of the Association Ç' Supplementary Declarations'). Each Supplementarjr
Declaration shall include a legally sufficient description of the land added and shall designate such
land with the term Phase followed by a unique identifier so as to differentiate betwe
of the Any Supplementary may contain such additional provisions in this Declaration as
may be necessary to reflect the different character of the land described therein and as are not
inconsistent with the overall scheme of Declaration; provided, however, that such additions
shall not ap)ly to any Lot previously snbniited to this Declaration without the written consent of
the Owner ofthc Lot subject to the addtional provisions. Upon recording a Supplementary
Declaration submitting land to the Declaration, the provisions of the Declaration shall apply to the
land thereby added as if such land were originally part of the Submitted Land.

Section 4.4, V' .,vv | .n During the Development Period, the Declarant has
the unilateral right from time to time without the approval ofthe Assocation or any Owner or
Mongxâcc.¡osiânxndocnrdonxmcndmrnt(oihuDro|xmhonxiUhdmwinâxnyportiuno[Uhc
Submitted Land, i[ such land b( i ) dedicated or is to be dedicated to public use; (ii) conveyed to
a public agency; or (iii zoned for commercial use; pnnvded, however, that to withdraw a Lo not
owned by the Declarant, the consent of the Owner is required. Any land dedicated to a public
authority for public street purposes is automatically withdrawn and the Declarant may unilaterally,
without the approval of any Owner or Mortgagee, record an instrument confirming such
withdrawal.

The Declarant hereby al ri
such time as a Lot in such Section is owned by an Owner other than the Declarant or a Builder.
The Declarant may exercise such right without the approval of the Association or any Owner
(except the owner of the land withdrawn) or Mortgagee, and such right may be terminated only
upon the recordation by the Declarant of an instrument relinquishing such right as set forth herein
and Section 14.1. The Declarant may record one or more amendments to this Declaration ;

removing the Section described therein From the jurisdiction of the Declaration, and upon the
recordatinn of such amendment, this Declaration bhall thereupon cease to bind, run with or
otherwise affect the real estate within that Section.
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Section 4.5. Salem Associates, as owner of that parcel of 13.1050 fromSacrn Run Company. LL'C,hyDcrd dated November 28.)V94. and record in Deed Book |26%`at page 425. joins herein for the sole purpose oysubmitting said and to the provisions of this
Dcdamhon.us/h*mmxmxyhmomendcdhvmtimc(o(|mo

Section 4.8. Cannon, as owner ofthat parcel of 0,8894 acres acquired from Salem RunCompany, LIC. by Deed dated November 3, 1995, and recorded in Deed Book 1333 at page241, joins herein for the sole purpose of submitted said land to the provisions of this Declaration,as the same may be amended from time to time.

Section 4.7, Homes, as owne oy that parcel u[4.||7Vacres acquired Gmm8ulemRunCompany, L.LC. by Deed dated November 13, 1995, and recorded in Deed Book l3]5.'u,page62. joins herein for the sole purpose ofstibmtted said land m the provisions ofthis Dec|umhon,as tte same may be amended from time to time,

ARTICLE 5

SPECIAL DECLARANT RIGHTS: TRANSFER

Section 5.1. 5poiWDodnmnt Rights. Special declarant rights arc those rights reservedfor the benefit ofthe Declarant as provided for in the Association Documents, and shall includewithout limitation the following rights: ( i ) to grant. terninate or use enemcnts over andthrough thc property for the purpose of making improvements within the Property as provided inArticle 3 hereof ; (ii) to maintain models, management offices, construction offices, sales offices,customer service offices or offices for similar purposes and signs advertising the Property asprovided in' 3 hereof, (iii) to exercise ihe rights and votes ofihe Class 13 member of theAssociation; (iv) to remove and replace any director elected by the Class 13 member; (,) /ö makeunilateral amendments to the Association Documents
as provided in Sections 4.1, 4.4 and 14.1hereof, (vi) to withdraw Submitted Land pursuant to Section 4.4 hereof; and (vii) to exercise anyoilier rights given to the Declarant rights with respect to the land owned by such Declarantwithout the approval of the Association, Owners or Mortagces.

Section 5.2. Transfer oíSpccial Declarant Rights. The Dcc!arani may transtr SpecialDeclarant Rights created or reserved under the Association Documents to any Person acquiringLots by an instrument evidencing thc transfer recorded in the Land Records. The instrument isnot effective unless executed by the transferor and transferee; provided, however, that: (i)¡uPerson acquiring all the Lots owned by a declarant at the time o[ transfer under a mortgage ordeed of trust by foreclosures or deed in lieu uC foreclosure; or(ii)u Person acquiring all theremaining undeveloped Lots, may unilaterally sign an instrument to acquire some or all of the
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special. declarant rights with respect to the land acquired. A partial transfer ofspecial declarant
rights does not prevent the transferor declarant from continuing to exercise special declarant
riuhuv\Ú`respect to land' ,cmixrJ by such declarant. The instrument providing for a partial
transfer of Special Declarant Rights shall allocate ,ring rights between the transferor and the
transferee or such Persons shall agree among themselves and notify the Association. Each Person
having.declarant rights under the Asaociation Documents has the right to transfer such rights
unilaterally with respect to land owned by such Person. If at any time the Declarant ceases to
exist and has not made an assignment of the special declarant rights, a successor may be
appointed by an amendment to tho Declarant made pursuant to Section 15.2 hereof,

Section 5.1 NoOb|¡nl¡nn5, Nothing contained in the Association Documents
shall impose upon the Declarant or its successors or assigns any obligation of any nature to build,
construct, renovate or provide any iniprovements, Neither the Declarani nor its successors or
assigns shall be liable to any Owner or occupant by reason of any mistake in judgement,
negligence, unn[ro»xncc, action cr inaction or for the enforcement or l'alture to enforce any
provision of this Declaration
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(a) Fiscal Year. The first fiscal year of the Association shall be as determined in
accordance with Section 10 4 of the Bylaws.

(b) in4 A

(i) At least thirty days before the beginning of each fiscal year, the Board of
Directors shall adopt a budget for L 1 ot Association containing an catimitic attic total amount
considered necessary for the ensuing fiscal year to pay the cost of management and Upkeep of the
Common Area and, to he extent provided in the Association Documents Upkeep of the Lots,
and thc cost ef ether expenses that may be declared to be Common Expenses by the Association
Documents or by a resolution of the Board of Directors, including without limitation services
provided to the Owners, Lots or Common Area.

(ii) Such budget shall also include such reneonablu amounts an the Board of
Directors considers necessary to provide working capital (available cash for day-to-day expenses
which ìs otherwise uncommitted), a general operating reserve (including an amount to cover
operating losses due to insurance deductibles) and reserves for contingencies (potential costs or
liabilities which have not have incurred but which should be planned for) and reserves for
replacement. At least forty days before thu beginning or cat;11 rIscat year, the Board of Directors
shall make available a copy of the budget in a reasonably itemized form which sets forth the
amount of the Common Expenses Such budget shall constitute the basis Tor determining the
Assessment against each Lot

(iii) The budget shall also reflect the separate assessment of Limited Common
Expenses, including without limitation certain expenses (and reserves) relating to or benefiting
one or more but less than all of the lots, whether categorized by lotAiion or type of expense.
Such expenses shall be assessed only against the Lots benefited in accordance with Subsection
62(a) (ii) hereof.
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(c) Installment Poynmoso/vLa^Qs_D8ù: Any and aU such Assessments and othercharges shall be a lien against each Owner's Lot as provided in Section 12.2 hereof. On or beforethe first day o[each fiscal year, and UhcG/g dy of each succeeding payment pc/ioJ in such fiscalyear, each Owner shall pay to such Person, at stk;li place as the Board of Directors may direct,that installment of the Annual Aoc snen/ which is due during such period. The Board ofDirectors shall esablisI one or more payment periods and the di.ie dates for each such payment ineach fiscal year; pn/deú.however that payments shall be due not less than unnuuUyormom
frequently than monthly, unless specifically provided otk:rviooherein.

(d) Initial ',qu:mnu«and Initial Capital yu"mcvt.

(i) The first installment oî (he Annua! Assessment for Common Expenses shallbe prorated based upon the number oldays remaining in the payment period and shall be due onthe date the Lot is first subject to assessment pursuant to Section 6,2 hcreot Any AdditionalalTiounts due shall be divided by the number of full payment periods (ifany) remaining in thatfiscal year and paid in equal installments on ÚhwDn| day ofeach payment period remaining in thatfiscal year,

(ii) Notwithstanding the foregoing, the Declarant may, at the D:dorant'ssoleoption, decide to pay all ordinary operating costs of the Association for a period of time not toexceed Iwo years. If the Dcclarant so elects, the Association will incur no Common Expenses andthus no Assessments will be collected during such time.

(iii) Neither Annual Assessments
nor Special Assessments may be used forconstniction of Capital Improvements during the Development Period if value is to be given forsuch improvements.

(iv) Each initial purchaser, other than the Declarant or a Builder, shall pay atsettlement an "Initial Capital Payment".equal to $150 for such purchaser's Lot to providenecessary wortitt capital for the Association. Stich Funds niay be used for any operational costs,certain prepaid items, initial *quipmen$, supplies, organizational Gvm,and other start-up costs, asthe Board of birectors may determine, Such funds shall not be used to pay or offset expensesincurred by the Declarant in the development of the Pmperty.

(e) .Effect ofFailure to Prepare or Adopt Buet. For the first fiscal year of theAssociation following the first conveyance ofany Lot to an Owner other than the Declarant or aBuilder, and for all fiscal years thereafter, the Board ofDirectors shall cstbtih the AnnualA`,c'*,mont against each Lot (br Common expenses. The failure or delay of the Board ofDirectors to prepare or adopt a budget for any fiscal year shall not constitute a waiver or releasein any manner ofan Owner's obligation to pay the allocable share of the Common Expenses asherein p,vvideJ, wherever the same shall be determined, and in the absence ofany annual budgetor ed budget, each Owner shall continue to pay Assessments at the rate established for theprevous fiscal year until notified of the new payment which is due on the first day of the next
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payment period which begins more than ten daysu8er such neWmmual or adjusted budget isadopted and the Owner receives such notice.

Scuon62. ACs.miens.

(a) Purpose and Rate ofAxr,smrm.

(i) Subject io the provisions
ofSubscctions 6.2(a) (ii) and (iii) here [and Section 6.3 hereof', and oMer6*tcnn|n|nD the total amount of the estimated funds required forthe management and Upkeep of Property, for services to the Lots and Owners, to maintainadequate reserves, or to meet obligations oy the Association established pursuant to thisDeciarBtion or other shared maintenance agreements, subdivision document, easements forgovernmental requirements, the Board of Directors shall establish an Annual Assessment rate foreach Lot for Common Expenses. (n the same amount against all Lots succ/nxocmoon.subjectExcept as follows:

úo./ Any multi-family routaI uoim%vU) pay assessments for thecommon expenses at a rate ofone assessment per every two rental units. During the initial rentup period (limited to a period ofsix (6) months from (irst unit occupancy). the o'nr of themulti-family rental unhs will pay common cpenses at o rate of one assessment per every twounits occupied.

(ii) Limited Common Expense Assessment. Limited CommonExpenses shafl be assessed only against the Lots beneflued in proportion to their relative CommonExpense liability inter or based on usage, as appropriate. Such Limited Common Expensesshall be determined as follows:

(a.) Any servic or utilities to Lots which vary base on usageshall be assessed against the Lots served based on usage;

(h.) Any expenses proposed by the Board ofDirectors or aspecific group of Owners as Limited Common Expenses against a specific group of Lots andagecd to by members entitled to cast a majority ofthe total number ofvotes with respect to suchLots, shall be assessed against such Lots as such Owners may agree, or on the basis set forth inSubsection 6.2(u) (i) hereof, inter or

*J Any expenses designated in a Supplementar Declaration asLimited Common Expenses shall be paid by the Owners nf Lots subject thereto.

(iii) i n ^v n ^s.

(a.) Maximum Assessments For the first fiscal year follorecordation of this Declaration, thc maximum
Annual Assessments against Residential Lots for
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Common Expense, including Lmied Common Epcnsc and Recreation

Expenses shaH be EightHundred Twenty Dollars (%82000). p!us any additional amount set forth in a SupplementaryDeclaration with respect to such Lot (if any). For the first fiscal year following recordation of thisDeclaration, the maximum Annual Assessment against Multi-family units for Common Expense,including Limited Common Expense shall be One Hundred Dollars ($100.00),

(b) Automatic Increases in Maximum Assessment

[|.] For residential lots, each fiscal year therealier themaximum Annual Assessment
ew6orthubov*n,ioaSupJemrnuryDcdomuinnohu|}noreaschythe greater of;

[a.] ien percent, or

[b.] the increase in the U.S, Department of LaborConsumer Price Index - All Urban Consumers
(192-84-100) during the last twelve month periodfor which figures are avHabIe at /hodv,e when the Board adopts the budge ; or the increasenecessary duc to other governmental restrictions, casualty and other insurance premiums landfillfees, trash dumping fees or other governmental
fees payable by the Association which haveincreased over amounts payable the previous fiscal year. Wherever in the AssocIation Documentsthe U3. Department o[ Labor Consumer Price Index - All Urban Consumers

(1982-84-100) isused ilsuch index ceases to incorporate
a significant number ofitems

now incorporated therein,ceases reflect the increases in expenses of the Association, or if a substantial change is made inthe method ofestablishing such index, then such other reliable governmental or other nonpartisanindex designated by the Board of Directors shall be used.

[2.] For Multi-family unitseach fiscal year thcreafler themaximum Annual Assessment set for above or in a Supplementary Declaration
shall increase byno more than five percent from the umuu|Annva( Assessment applicable during the immediatelypreceding year.

/
/

[I] The Board vf Directors may determine to set AnnualAssessments at amounts less than tIte applicable maximum Annual Assessment for any fiscal yearif, after consideration of current expenses and future needs of the Association, it deems itadvisable, The actual Assessment set by the Board shall not affect calculation of automaticincreases in tue maximum Annual Assessments.

(o) ]nrrcx"oAnprvcribx Member Vntn, The Board uyDirectors t levy 4n *orma|Aocosmcntnr an Additional Ass osmem which ún\haggregate will exceed the applicable maximum Annual Assessment for such fiscal year unless anincrease in the Annual A t is approved Uy either. [/] the *mu obligated topay such Assessment by at least d sixty-seven percent vote of each class ofsuch members at ameeting 'where a sixty percent quorum is present and called for the purpose of approving suchincrease in the maximum Annual Assessment (if such quorum is not obtained at the meeting
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required by this subsection, n second meeting of the Association may be held within sixty days of
the first meeting at wkich,n\} u thirty percent quorum is required); ur[Z] with the written
'approval of FTkuit)crs Cr1RTCd to cast more than sixty-seven erccnt of the total number of
votes of each class of such members,

a)) Additional 5.5c5 ru15 The Board ofDirectors may levy Additional
Assessments on he Lots siibjcct to assessments pursuant to 6.2(a) hereof excluding multi-
family /vnulonit:; prIviduni.hnwovu[ that such Additional Assessment when added to the
Annual Asscssmcn shall not exceed the maximum Lot \

the members in iccoidancc vth Section 62(a) (iii) thereoF The Board ofDirectors shalt give
notice o any Additional Assessment to the Owners specifying hie amount and reasonsU/coGur,
and such Assessment shalt, unless otherwise specified in the notice, be payable in full with the next
periodic installment which ixduo more than ten days alter the date of such notice or in not more
than six equal periodic installmen s, as the Board may determine. Such Assessment shall be a lien
as set forth in Section 12.2 hereof,

(e) Individual Assessments. The Board of Directors shall have the power to
assess an Owner's Lot ¡nJividon||y, excluding multi-family mmo{ units: ( \) for the amount of any
costs incurred by the Association pursuant to Subject 72(u)hereof in performing Upkeep that
the Owner failed to perform as required by the section; (ii) for the amount ofany charges imposed
on that Owner pursuant to S \2.1(h) hereof, and (iii) for any costs incurred by the
Association because ofany violation or negligence for which that Owner is responsibleunder
Section 12.1 hereof Each such Assessment shall be due ten days aller notice thcreofis given to
the Owner unless the notice specifies a later date Individual Aessments are no included in or
subject to the applicable maximum Annual Assessment.

(d) Reserves The Board ofDirectnr shall establish, build up and
maintain reasonable reserves for working capital, contingencies and replacements. Such Rinds
shall he a Common Expense oftlic Association, Reserves for items serving only certain lots or
the Recreational Facilities shall be accounted for and funded solely hy the Owners nthe Lots
served (as a Limited Common Expense). /[ the reserves are inadequate to meet actual
expenditures for any reason tiicri the Board of Directors dmU, in accordance with Section 6.2 (h).
levy an Additional Assessment against the Lots.

(e) Surplus and Shojifall.

(i) Any amount accumulated in excess ofihe amount required for
actual expenses and reserves shall, at the discretion ofthe Board ofDirectors: (u)he placed in
reserve accounts; (b.) be placed in a special account to be expensed solely for the general welfare
v[/hc O~neo; (oj be credited to the next periodic installments due from Owner under the
current fiscal year's budget, until exhausted, (d)brheld to offset future deficits, or (e.) be
distributed to each Owner (including the Declarant) in proportion to the percentage (if any) of
Assessments paid by such Owner,
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(ii) Uncss the budget for the succccding fisca' year is adjusted to
amortize the deficit during such fiscal year or a surplus exists from a preceding fiscal year, any net
shortage in ,xp.`T1,p` (including reserves) shall be assessed promptly against he Owners as an
Additional Assessment in accordance with Section 6.2(h); provided, however, that if unoccupied
Lotx.u*nudhythe Declarant and t3ui!ders are exempt from Assessment in accordance with
section 6.3, then no Additional Assessment shall be levied rind during the Declarant Control
Period the Declarant shall make up any net shoriae (expenses but not reserves) in the
Association's budgeted income and the Associations ordinary operating expenses as provided in
Section 6].but the Declarant is not obligated to pay any expenses or reserve contributions that
the Association is unable m meet because of non-payment ofany Owner's Assessment or unusual
or extraordinary expenses noi part o[ the operating budget.

Section 6,3. Í\nxqmn
[xonp(iorn.

a`/. -" wvv^ ^ *

(a) Special One-time Assessment. The Btiidcr ifdctcrniincd by the Declarant,
shall make a one-time payment of One Hundred Fifty Dollars ($150,00) per dwelling unit
permitted tinder the Dcvelopinent P!an willi respect to each Lot. The foregoing sum shall be due
upon conveyance o[ the Lot hy the Declarant.

For so long as the Builders pay the one-time Assessment for the unoccupied Lots, the
Builder or Declarant, as appicabk, must maintain such Lot, In addition, during the Declarant
Control Period, the Declarant and Builder must fund all operating budget deficits, as determined
by the Board of Directors* The Dcc|xmn('sxnd Builder's obligation unJcr(kix Section does not
include ally expenses or reserve contributions that the Association is unab'e to meet because or
nonpayment of any Owner's Assessment or because of unusual or extraordinary expenses not part
ofthe operating budget. The obligations ofthe DecLarañi and Builders under this section shall be
n against the portion of Property owned by the Declarant or such Builder, as appropriate.
Alice such Lots or dwellings are initiallY occupied or conveyed to Owners other than the
Declarant or a Builder, such Lots shall be assessed at the annual rate for similar Lo s or dwellings
not o'wned by the Decldrant or a Builder.

(b) Exemptions. The Common Area and arty properties dedicated lo a public
am6oö\yorexemp\ from taxation by a public authority shall be exempt from Assessment and the
lien created hereby. Unoccupied Lots (Lots containing dwellings which have never been
occupied) owned by the Declarant or a Builder shall be exempt from further Annual or Additional
Asse5x,^mm for Common Expenses for 50 loii as the Declarant or Builder pays the one-time
Assessment in accordance with Section 6.3. (a). Lots usedfor model home purposes shall be
considered occupied and shall be subject to Ml Assessment

Section 6.4. Liability for Common Expenses.
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(a) r._)dû[ vvnor Ljnhili*. Each Owner ofu Lot shall pay to the
Association all Assessments and other charges assessed by the Board of Directors pursuant to the
provisions of this Each Owner shaH be personally flable for all Assessments against
stich Owner's Lot. muO°mu shall heexempted trom lIability for Assessment by reason of waiver
oF the use or enjoyment n[unyof\kcCnmmno&rcaorbyuhunJonmuntu[vhe Lot or by
temporary unavailability ofthe Common Area. No Owner shall be liable for the payment of any
part cfthe Common Expenses assessed against the Lot subsequent to the date of recordation o[u
conveyance by such Owner of such Lnt. Prior to or at the lime ofany such conveyance, all |icns,
unpaid charges and Assessments shall be paid in full and discharged, The purchaser oía Lot shall
hc jointly and severally liable with the selling Owner for all unpaid Assessments against the latter
for the proportionate share o[the Common Expenses tip to the time ofsuch recordation not to
exceed the greater of: (i ) one-sixth of the Annual Assessment for Common Expenses, including
Limited Common Expenses, or (ii) the amount shown on a Statement of Common Expcnsxo,
without prejudice to the purchaser's right to recover from the selling Owner amounts paid by the
purchaser therefor. Any such pirchascr may rely on a Statement of Common Expenses obtained
pursuant to Section 6 6.

(h) Mortgagee Liability, Each holder of Mor1gac who conics into

possodonn[uLothypirtucu[Gurcz|nsunonrbvdoodnrooiXmvcntin|ioun[6unr|oxure;orany purchaser at a foreclosure sale, shall take the Lm( free o[ any claims for unpaid Assessments
or charges against such Lot which accrue prior to the time such holder or purchaser comes into
possession thereof, except as provided below and for claims for op132m/u share v[such
Assessments ur charges resulting from u pro 0ùc reallocation ofsuch Assessments or charges to
all Lots, including the mortgaged lot assessed after the holder ola Monae or purchaser takes
possession. The lien created by Section 12.2 hereofchaU cease to exist with respect to
Assessments and charges levied prior lo the tinc title is transferred by foreclosure oc by deed or
assignment in lieu thereof; provided, however, that lithe proceeds ola foreclosure exceed the
total amount duc to the holder of MoÚgogc. the excess shall first be paid to d`oAooeix/iun
and applied to the satisfaction ofofihe Association's lien.

Section 6.5. - tt Any Assessment, or installment
thereof, not paid within tcn days atler the due date shall be delinquent and shall accrue a late
charge in the amount of Ten Dollars, or such other amount as may be established from timé totime by the Board of Directors. The Board of Directors, or the managing av,ent at the recp.iest of
the Board, shall take prompt action to collect any Assessments due from any Owner which, remain
unpaid tbr more thirty days after the due date for payment thereof.

Section 66 Statement o[ Common F,xponots. The Board ofDirectors or managingagent shall provide a Y Owner, contract purchases or Mortgagee. within Kmrtocndoysx0üro
written request therefor, with a written statement ofall unpaid Assessments due with respect to aspecific Lot (or a statement that the amount or unpaid Assessments is zero) as part of the
"Association Disclosure Packet" substantially in the form attached as Exhibit B to the Bylaws or
otherwise. No contract purchaser, K4nrtgngreorpu`rchxscr from a Mortgagee requesting such a
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statement shall bc liable 6r,' r sha l the Lot conveyed to such Person relying on such statementhe vubjet_, to a hen for, any unpaid

Assessments due prior to the date o[ such statement in excessofth amount sec forth on such statement; provided, however, that this section shall not beinterpreted to release any Person from personal liability for such Assessments levied while suchPerson Ow``oJ the Lot. The Board ofDirectors
may impose a reasonable charge for theprepanition ofsuch statement to cover the cost ofpreparaton.

Section 6.7 Assessment from Lots Subiut to Subassociations,
With respect toAnnual or Additional

Assessments provided for herein which are payable by Owners of Lotswhich are also members of a Subassociation,
the Board of Directors may elect by resolution tocollect Assessments directly from the Subassociation which also governs such Lots. In suchevent, payment ofofsuch Assessments shall be an obligation ofsuch Subassociatìort, but eachOwner shall remain personally liable for the Assessment against such Owner's Lot and each suchLot shall remain subject to a lien for Assessments.

If the Board elects to collect Assessmentsfrom such Subassociation, then all notices regarding
Assessments against such Lots shall be sentto ouokSuhnm000(utkon, but notices ofany intention to lien an Owner's Lot shall also be sent tothe Owner of the Lot. This Section shall not limit or waive any of the Association's

remedies fornon'poyMcntn[Assessments. Any Owner oía Lot subject xo the jurisdiction ofu3uhosxoc/utúouwhich did not pay the Assessment levied against such Subassociation hereunder, shall have theright to pay the portion ofsuch Assessment attributable to such Lot directly to the Association,and such Lot shall not be subject to further
Assessment or lien by Association of theSubassociation with respect to such Association.

ARTICLE 7

Section 7.1. Upkeep by Association.
(a) '

The Association shall be responsible for the management and Upkeep of allofthe Common Area. The Association shal not have any responsibility for the Upkeep ofany Lotexcept foe:those responsibilities and duties specifically enumerated within the AssociationDocuments, he subdivision documents or separate easements. Ifthe Board of Directorsdetermine ut certain Upkeep was necessitated by the negligence, misuse or misconduct of artOwner or for which an Owner is responsible
pursuant to Section 12.1 hereof. the cost ofcuchUpkeep shall be assessed against sneb Owners Lot pursuant to Subsections 6.2 and 12.1(b)h*^evC nie Board ofDirectors shall establish the standard for Upkeep ofthe Common Area in

its sole discretion.

(b) Entrance Features and Right-of-Way. The Association shall also providefor Upkeep ofthe road frontage (including public right-of-way to the extent not maintained by theappropriate governmental authorities and to the extent permitted by the appropriate governmentalauthorities) ofall public roads within the Property, such Upkeep to include, without limitation,entrance features, sidewalks, trails, community street, traffic and directional
signage, street lights,
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street lights, landscaping and assoCiated lighting and irrigation syste but not inckiding streetpavement arca.

(c) Ot}er Services. To the extent determined o be reasonably necessary àrdesirable by the Board of Directors, the Association may provide trash collection or cabletelevision or similar services to the Owners as a Common Expense or a Limited CommonExpense, uoappropriate.

Section 7.2
Each Owne shall keep such Owncrs Lot and allimprovements located on the Lot (including lead sidewalks, driveway aprons and utility lateralsservicing h L h h located on such Lot) i d order, condition and repair and ina clean and sanitary condition, including without limitation all necessary grounds maintenanceexcept within the easement areas maintained by the Association and except as may be otherwiseprovided in a Supplementary Declaration. Each Owner shall perform this responsibility sudhmanner as shall not unreasonably disturb or interfere with the other Owners. lf any Owner sflallfail to keep such Owner's Lot in as good repair and condition, as when acquired (normal wareand tear excepted) and in a neat and orderly

condition, consistent with such Rules andReguation ac the Board oføirectors may promulgate, then the Board or thc CovenantsCommittee may, pursuant to rcsu|udon, give notice to that Owner ofthe condition complained of,specifying generally the action to be taken to rectify that condition. (fate Owner fails to takeactions specified or otherwise to rectif5' the condition within thirty days aticr the date the notice isgiven, or such other period as may be specified in the notice, if the circumstances warrant adifferent period, the Board ofDircctors shall have the right, pursuant to Scction ].z andSubsection 12.1 herenfand any resoIution adopted by the Board ofDircctors, to rectiiy thatcondition by taking such action (or by causing such action to be taken) as was specified in thenotice. The costs incurred in rectìfving the condition shall bc assessed against such Owner's Lotin accordance with Subsection 6.2(o) and Section 12.1 hereof. The Owner shall reimburse theAssociation within thirty days after ru: <p«oyu statement for such expcnses from the Board.
Section 7.3 Additions_ Nmmtionznr/mpwv_emmts_by the 8ortrdo[Directors.Whenever in LhejLglgement ofthe Board ofDirectors the Common Arca shall require capitaladditions, alterations or improvements (other than for Upkeep) costing in excess of twenty-fiviepercent in the aggregate of the total Annual Assessment for Common Expenses for that fiscal Yearduring any period ofoftwelvc consecutive months, the making ofsuch addition, alterations or '

improvemcmxmquircoaMajnrityVotcofUwmem6crs,undthoBnmdofDircito/sshoUasn$all Owners benefited for the cost thereof omw Common Expense oru Limited Common Cxpcnkdepending on the nature of the improvement. Any capital additions, alterations or improvements(other than for Upkeep) costing in the aggregate twenty-five percent or less of the total AnnurilAssessment for Common E.xpenses for that fiscal year during any period of twelve consecutivemonths may be made by the Board of Directors
without approval of the members and thc cost!thereof shall constitute a Common Expense or a Limited Comrnon Expense depending on thc
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nature o the improvements, Any assessments resutin from expenditures auliorizcd under thissection alsoalso comply with Paragraph 6,2(a) (iii) hereofwhich imposes limitations nn increasesin Assessments above a puofi,J maximum. Ilmember approval is required to increase theapplicable maximum Annual Ax*rsumem, such approval shall be obtained simultaneously with thevote required by this section.

ARTICLE 8

RE37m7{7(ONq0N USE OF LOTS AND C0 ON

; Section 8 I. PennWcdl/oo, Except as otherwise provided in the Association
Docúments, no Lot shalt be used for non-residenrial purposes except for Association offices (ifany) and recreational uses associated with the dwelling.

Nut wRhstanding he foregoing, nothing in the Association Documents shall be construedto prohibit the Declarant or its designees from using any Lot owned by the Declarant (or anyother Lot with the permission ofthe Owner thereof) or any portion hwCnmmpnAnnforpmnm6onu|, mu,kr'ú/S, display or customer service purposes (such as a Visitor's center) or forthe oén|omcmo[ sales o[Lots, Further, the Declarant specifically reserves the right to operate aconstruction office or a rental, brokcrage and management office at any time on Lots owned orleased by the Declarant (or any other Lot with the permission o[ the Owner thereof) and on anyportion ofthe Common Area, to the extent permitted by law, The Declarant may assign its rightsunder this subsection to or share such rights with one or more other Persons, exclusively,simultaneously or consecutively with respect to the Common Area and Lots owned or leased bythe Declarant or such Persons,

(a) No Waste. Nothing shall be done or kept on the Property which willincrease the rate of insurance for the Common Area or any pari thereofapplicable for permitteduses without the prior written consent of the Board of Directors; including without limitation anyactivities which are unsafe or hazardous with respect to any person or property. No Person shallpermit anything to be done or kept on the Property which will result in the cancellation of anyinsurance on the Common Area or any part thereof or which would be in violation ofany law,regulation or administrative ruling. No waste will be committed on the Property.

(b) Compliance with Laws No improper, offensive, or unlawful use shall bemade of the Property or any part thereof, and all valid laws, zoning ordinances and regulations ofall gOviernmental agencies having jurisdiction thereof shall h*observed. All laws, orders, rules,regulation3 or requirements of any governmental agency having jurisdiction thereof relating to anyportion ofthe Property shall be complied with, by and at the sole expense ofthethe Owner, theAssociation or the Declarant, whichever shall have the obligation for the Upkeep of such portion
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of the Property, and, i the Association, then the «ost.of such compliance shall hcuCoiti
Expeine or Limited Common Expense, as appropriate.

(d flmmful Discharges. There shall be no emissions of dust, sweepings, Jix,
cinders, odvn` gases or other substances into the atmospher (other than normal residential
chimney or outdoor grill emissions), no production,production, storage or discharge ofhazardous wastes onthe Property or discharges of liquid, solid wastcs or other harmful matter into thc ground or any
body of water, if such emission, production, storage or discharge may adversely affect the use or
intended use of any portion of the Property or may adversely affect the health safety or comfort ofthe occupants ofthe Lots. No waste nor any substance or materials olany kind shall be
discharged into any public sewer 5erving the Property or any part thereof in violation of any
regulation of any public body having jurisdiction over such public sewer

(J) Noise No Person shall cause any unreasonably kmd noise (except for
security devices) anywhere on the Property, nor shall any Person permit or engage in any activity,
practice or behavior for the purpose ofcausing unnnyuncc, discomfort or disturbance to anyPerson lawfully present on any portion oftlic Property.

(e) Obstructions. No Person shall obstruct any ofthe Common Arca orotherwise impede the rihifuI access ofany other Person on any portion oftlie Property uponwhich stich person has thc right to be. No Person shall place or cause or permit anything to beplaced on or in any portion ofthe Common Arca without thc approval of the 13oard of Directors.Nothing shall be altered or constructed in or removcd (rani the Common Area except with theprior written approval ofthe Board olDireclors,

(f) Asasiahnn Properly. The Common Area shall be used only for thfurnishing of the services and facilities for which the same is reasonably suited and which areincident to the use and occupancy of the Lots. The improvements located on the Common Area,if any, shall be used only fur their intended purposes. Except as otlirvise expressly provided inthe ausndxtiun Dooumcntm, no Owner shall make any private, exclusive or proprietary use of anyof the Common Arca without the prior written approval of the Board of Directors, and then onlyon a temporary basis. No Person shall engage,or direct any employee of the Association On anyprivate business ofihe Owner or otherwise direct, supervise or in any manner attempt /oasoertcontrol over such employee during the hours such employee is employed by the Association.

(g) 0 Siva. for signs as xyhpomcd by Declarant ' aBuilder (as permitted by the Declarant) for promotional or marketing purposes or by theAssociation. no signs ofany character shall be erected. posted or displayed inv location that isvisible from ón[bmmon Area or any other Lot that does not comply with the Design Standardswithout the written approval ofihe Covenants Committee.
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(h) Tmsli, Trash storage and collec

innd`x||hein,ocooJanco with the Rules
and Regulations. Except in

nokum\nguy any (mdhand
v

.noxccumu|mion or Úomgeo[|knr, refuse, bulk materials, building materials or trash oy any other
kind shalt be permitted on any L.ot. Trnsh containers shall not be perni(ted (o remain in publicview from the Common Area or another Lot except on days of trash collection,

The Board ofDirectors may determine
to negotiate x trash service contract on bchalfof5onie or alt uhhcOwners; the cost of which shall be a Common Expense or a Limited Common

Expense, asappropriate, No incinerator shall be kept or maintained upon any lot without the written approval
of the Declarant during the Development Period or the Board of Directors thereafter.

( ¡ ) Landscaping: Utility Lines, No tree, hedge or other landscape feature shallhcp|nn/ednrmxinminoJinulucm\oov/hichobamnudâhr'Unca for vehicular <m[Doun public or
private s,nc$ yuvcnxm, plantings and other landscape

materials shall not be placed orpermitted to rernai upon any Lot: ( i)i[p.rh mtertl may damac or interfere with anym,rm^nt for the installation
or maintenance or utilities; (ii) in violation of requirements of

such easements; (hi) unless in conformity with pubic utility standards; or (iv) irsuch materials may
unreasonably change, obstruct or retard direction or flow ofdny drainage channels. Otherwise,
the installation o6va materials within utility easements shall be permitted, Except for hoses and
temporary lines and the like which are reasonably necessary in connection

with constructionactivities or normal
landscape maintenance, no water pipe, sewer pipe, gas pipe, drainage pipe,

television or telephone cabic, electric tine or other similar transmission line shall be installed or
maintained upon any Lot above the surface ofihe ground without the written approval of the
Declarant during the Development Period or the Board of Directors therru8or.

0) TcmpomryS(mCtuni No structure of.a temporary character, and no
trailer,

pen. kennel, run, stied or other temporary
eccesory building shalt be erected,

used or maintained on any Lot except in
connection with construction activities or as approved in

writing by the Declarant during the Development Period or the Covenants Committee thereafter.
(k) Trees and Lawns No live trees with a diameter in excess offour inches,

measured twelve inches above ground, nor trees ¡n excess oftwo inches in diameter, similarly
mroa/rcd, which are generally known as flowering trees (such usdv-gwnod or redbud) or as broad
leafevergreens (such as holly, laurel. or rhododendron), no live vegetation on slopes of greater
than twenty percent gradient or marked "no cut" areas on approved site plans may be cut without
prior approval of the Covenants

Committee unless necessary to construct
improvements based on

plans approved in writing by the Dcclwmm or the
Covenants Committee. The Association shall

set rules for cutting of trees (u allow for selective clearing or cutting.
(I) Antenna. No oulside antenna shall be maintained upon the Property unless

such antenna' shall be so located that it is not visible
from Neighboring Property and the consent

of the Board
ors is obtained. Outside

antenna, satellite antenna dishes greater than 24
inches in di or amateur radio equipment generally wilt not be allowed upon the Property;provided, however, that the Covenants

Committee may approve such antenna in the appropriate
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circumstances; and provided, _-''' that the Covenants Committee may csabIisli iddtionaIguidelines for . ennas as tech changes. Notwithstanding the foregoing, the Board ofDirectors may instalL and moinóuin`un antenna, sateUite dish or similar equipment on the CommonArea to serve the Property.

\

`

|
(m) Fence. Except for any nooinoUndby the DcdumnucxaBuú\rAf``permitted bŷ

written approval ofthe Covenants Committee, No chain link fence shall bc permitted on theProperty; provided, howevet, that the Declarant or its designees may erect a chain link fence forthe temporary storage o[building materials, for the purpose ofbuik1in sites or storm watermanagement ponds or for other construction or safety purposes.

(n) Vehicles. Except in connec km with cons ruction activities, no trucks brvans tipon which commercial signago
recreational vehicles, boats or other large vehicles, including

grounds maintenance equipment,may be parked on any portion of Ihe Common Area or any portion of a Lot visible from thcCommon Area or another Lot or on any public right-of-way within or adjacem to the Propunless expressly permitted by the Board of Directors and only in such parking areas or for suchtime periods (ifany) as may be designated for such purpose. Parking ofall such vehicles andrelated eqo|pmont, other than on a temporary and non-recurring basis, shall be in garages orscreened enclosures approved by the Covenants (ifany). No junk or derelict vehicle or othervdticle on which current registration plates and current county and stale inspection permits arenot displayed shall be kept upon any portion ofthe Common Arca or any portion ofa Lot visiblefrom the Common Area Of another Lot or any public right-of-way
to the~ adjacentProperty. Vehicle repairs are not permitted. exccpt in accordance with the Rules and Ko8ubúOno;yru«Wod, however. that noncommercial repair ofvehicles is permitted within enclosed structures.All motor vehicles, including without limitation, trail bikes. motorcycles. dune buggiesies andsnowmobiles, shall be dri,en only upon paved streets and parking lots, No motor vehicles shall bedriven on paths and walkways or unpaved portions of the Common Area, except such vehicles asauthorized by the Board of Directors for the Upkeep ofthe Common Area.

(o) Timeshare. No Lot shall be subjected (o or used for any timesharing,cooperative, licensing or other arrangement that would entail wcok|y, monthly or other typerevolving or periodic occupancy by multiple
owners, cooperators, licensees or timesharingparticipants.

`

(p) The maintenance keeping hourdi isi of animalivestock, poultry or reptiles or any kind, regardless of number, is prohibited on any Lot or uponthe Common Area, except that the keeping of guide animals and a reasonable number of orderlydomestic pets (e.g., dogs, cats or caged birds) is permitted, subject to thc Rules and RegulationS ,
adopted by the Board "' Directors; provided, however. that such pets are not kept u"maintainedfor commercial purposes or for breeding; and

provided, fitrther, that any such pet causing orcreating a nuisance or unreasonable
disturbance or noise may be permanently removed from the
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Pn`pertyupnntcndo}nwri|tcnnoúccüom(hxBom6of Direcum. Pe(oxhu\ not bcp,'mioxdopon/he

Con/monArcn6)csyaccnmpvn(qÍhysonuonxwknounonntrn|thrpetondun|mocxnieJor|eaohcú Pet droppings smU
bodcancdophyU/oOwnurncuponsiNchx\hopo beingon t Pmpo1y.

AnyO`vnorwhokccpuormoin$uinsanypetopononypunionu[\hcP,ppertyshuU be deemed
to havuiwdcmniGod and ^grccd to hold the Association, each Owner and (huDedamot

frconnJkxnn|css6omuny|oo.c|oimn,>¡x6¡>hyofunykindurckmruoorwhmcverorisingbyrcuonnn[krcpinSarnmimx¡ninâ such pmwkhintkcPmperty. All poxshaUhnregistered and inoculated as required by law. The
appropriate governmental authorities shall haveunrammcnracrumtk:Pmpertytocn(oroc|uoa|

on¡mu}oontnd|uwsuodopJinxnc:a.
(q) Whin. No exterior lighting shall be directed outside the boundaries of aLot without the written approva ofihe Covenants Committee.

(r) Mailboxes and Newspaper Tubes. Only mailboxes and newspaper tubesmeeting the Design Standards or approved in writing by the Covenants Committee arc permitted.
(s) .'' ` ` o¡pmcnt. No exterior clotheslines or other clothesdrying apparatus shall be permpermitted on any Lot, unless approved in writing by the CovenantsCommittee. It is initially contemplated that no exterior clotheslines or other exterior clothesdrying apparatus will be permitted,

(t) Lois No swimming pool shall be erected or maintained on any Lot unlessapproved in writing by the COvenants
Committee and unless screened from view and enclosed bya fence

(v) Professional (l[nrcs, No Lot shall be iiccl for any business, onimerciat,manufacturing, mercantile, ,to,ing, vcndinâ, or other non-residential
purpose; pruvdod,hownyerthat an Owner may maintain an office or home business in the dwelling constructed on iuchOwner's Lot if (i ) such ofilce or business generates no significant number nrvivhv(asdetermined by the Board of Directors) by clients, customers or other persons related to thehusinosS; (ii) no equipment or other items related to the business are stored, parked or otherwisekept on such Owner's Lot or the Property outside of an approved enclosure; and Oh) such Owner

has obtained approvals for such use as may be required by the appropriate local governmentalagency., As a condition to such use, the Board may require the Owner to pay any increase in therate ofinsurance or other costs ofthe Association which may result from such use.

k1 Construction Activities, This Section shall not be constructed as forbiddingany work involved in the construction or Upkeep on any portion of the Property so long as such
work is undertaken and carried out: ( I ) with the minimum

practical disturbance to Personsoccupying other portions oftlic Property; (ii) in such a way as does not violate the rights of any
Person under

o,hcrpruv|o|onxo[thisDodumdon;ond(Q)¡ouonordunc*withuUupp>ioxb|ercotrio\\

nxinthwRulouundDx&u|uhono.thun:on|u<ionspythe8oardoyDirecxomundth*ot6erprovisions of this Declaration. The Board ofDirectors may approve temporary structures for
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construction purposes which may therwse be in violation of the Assodation Documents or theRules and Reettlations.

°

`Section 8.3, % ` oL ^° *w^' The Board ofDirectors shall have the powe {Öadopt, arneid and repeat ,m |u\ng and regulating the use and enjoymentof the Property or ofany portion thereof and the actions of the Owners and occupants whichaffect the Property, which may supplement, but may not be consistent with the provisions of theAssociation Documents. For the purposes ofinterpretation and enlorcemcnt ofthe Rutes andRegulations, the term Property shalt be deemed to include the land immediately adjacent to theProperty within the public rights-of-ways or otherwise to the extent an Owner or occupant's
actions affect the appearance of the Property. Rules and Regulations governing the actions ofOwners or occupants on land adjacent to the Property shall be consistent with and rcosonvNe|
necessary to the maintenance ofa uniform quality ofappearance for the Property. Copies of rheRules and Regutations shall be furnished by the Board "[Directors ,n cach Owner. Changes to/hc Rules arid Regulations shall be published prior to the time when the same shall becomeeffective and copies thereof shall be provided to each Owner. The Rules and Re!uIations shalT notunreasonably interfere with the use or enjoyment attic Lots or Common Area. Also, the Boardof Directors may issue temporary exceptions to any prohibitions expressed or implied by thisArticle, for good cause shown

Section 8.4. Eclttsion for the Declarant and De5inecs oltbe Declarant.Notwithstanding any other provision ofthe Association Documents, neither the restrictions in thisArticle nor the Rules and Regulations of the Association shall apply to any otherwise lawful actsor omissions of the Declarant n,orany Builder during the Development Period. This exceptionfor Builders shall be subject to such rules as may be established by the Declarant for safety or tomaintain the appearance ofthe Property.

Section 8.5. Leasing and Resale ofl.ot,

, (ü) leanku. No dwetlin or any portIon thercoishall be used or occupied rrevolving use, transient or hotel purposes or in any event leased for an initial period of less thansix months. No portion of any dwelling (other than the entire dwelling) shall be leased for any;period; provided. however, that urxmoonöbre numbcro[roommates is permitted. No Owner shalllease a Lot other than on a written form of lease: (i) requiring the lessee to comply with thcAssociation Documents; and (ii) providing that failure to comply constitutes a default under thelease, The Board of Directors may stia,,est or require a standard provision for use by Owners.'The Board may require eaeh Owner to forward a conformed copy of any such lease subsection,except the restriction against use or occupancy for hotel or tranient or revolving use purposes.shall not apply to Mortgagee in possession of Lot as o,qv|t v[ foreclosure, judicial sale or a:proc**d)ng|n lieu n[foreclosure.
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(|). Reference |oDsChlutiûD. The deed or instrument transferring titleto any Lot shall contain a provision iouo/yomÜngby reference provisions oythis Declaration, aswell as any appJicabe Supplemcntary Declaration. Notwithstanding failure (o include areferenceto this Declaration in a deed or instrument transferring tick to a Lot, the covenants, /cÚrisÜnns,
easements, conditions, charges and liens set forth herein shall encumber the Lot as though `reference thereof was set forth in such deed or instrument.

(2) Notification. The contract seller oía Lot shall noti1y tite Board of'Directors of the contract purchaser and the scheduled date and place conveyance will beaccomplished.

(3) Association Disclosure Packet. The Board ofDirectors shall, uponwritten request from a contract seller ofa Lo(, and upon payment of the ür, furnish anassociation Disclosure Packet as required by applicable Virginia law and a Statement of CommonEApenses In accordance with Section 6 6 hereof

ARTICLE 9

AKCR(TEC?ORACR6VlEVY

Section 9.I.' Covenants Committee.

(a) Purpose The Board of Directors shall establish a Covcnant Committee,consisting n[xt least three person dppoinced by the Board, each to serve for a terni from one tothree years as may be determined by the Board of Directors, in order to assure that the Propertyshall always be maintained in a manner: (i) providing for ViSUai harmony and soundness of repair;(ii) avoiding activities deleterious to the aesthetic or property values of the Property; and (iii)promoting the general welfare and safety ofthe Owners, such Owners' tenants and such Owners'(or tentnts') households,
guests, employees, agents and invitees. tfthe Board ofDirectors fail toappoini a Covenants Committee, then thc Buard of Directors shall perform the duties of theCovenants Committee.

(i) The Covenants Committee shall regulate the eternaI design. signage,appearance, use and maintenance of the Property (including establishing minimum floor areaspecifications and building set backs); provided, however, that neither the Covenants Committeenor the'Boarduf Directors shall have the power to reuIate the activities ôfthe Declarant o[theCominonAreu or any Lot owned by the Declarant or construction on any Lot owned by a Builderwhich Ijas been approved by the Declarant.
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(d) Time'Pqrftc,i1zunye; Variances, The Covenan a Committee shall act on allmatters properly before it.within forty-tive days afler receipt of a complete application in the l'ormprescribed by the Covenants Committee, Failure to do so within the stipulated time shallconstitute an automa io referral to the Board ofOirectors. Except when a request is beinghandled by thc Covenants Committee, the Board of Directors shall be obligated to answer anyproperly submitted written application for approval ofa proposed structural addition, alteration orimprovement within fifteen days aller the first Board of Directors meeting held following suchreferral to the Bo:nd, and failure to do so within the stipulated time shall constitute nconsent bythe Board of Directors to the proposed struttural addition, alteration or improvement; provided,hopooer. that neither he Board of Directors

nor Covenants Committee has she right or power,either by action or failure io act, to waive enforcement or grant variances from the written DesignStandards without a specific finding stating he variance and the reasons therefor inx writteninstrument which shall be part ofihe records oltbe Association. Upon such written approval ofany sPecific variance or exception from the requirements of Design Standards, all developmentconforming to such variance or excepion shall b deemed to comply.

Section 9.2
Compensation of(hoCovenants Committoe. One or mor members of theCovenants Committee, other than an Owner or an occupant of the Prnprny,

muybecompcnsut:d
hy&vAcwcimiunfórtheiroomicoon,hcCovonumuCon`núureaomxyhodetcrmincdhytheBoard of Directors.

Section l Initial Construction

(a) Authority. The Declarant shall have the righ to review and approve ordiipprovc hc plins for the initial construction ofany structure or improvement to be localed on
the PrOperty,

inc|udingowithouti\mknúnn.theohodmelopmrn(p(on.umhhcc\um|drdXn.architectural materials, landscaping plans, minimum square footage, non-structural improvements
and general appearance, in order to ensure the quality and compatibility of style of all theimprovements to be located on the Property. The Declarant may establish the Design Standards
proposed by the Covenants Comniitee shall be submitted to the Declarant for review andapproval Such Design Standards are hereby incorporated

herein by this reference and shall be
enforceable as it'sct forth herein in full, The Declarant

may establish a committee or boardappointed by the Declarant to review initia) construction or the Declarant may delegate suchresponsibility to the Covenants Committee at the Declarant's sole discretion. The Declarant'sright loreview the initial construction shall cease to exist when the
Development Period ends. Ifinitial cOnstruction

onthnPvopm1yocuum/horcuftur'ouchnon^tn^"t(vnwU\bor*vi*woúhythe

(b) -V n , The Declarant shall act ori ali matterswithin. sicly days alter receipi ofa cumptete application in the form prescribed by the Declarant;failure to do so within the stipulated time shall constitute
an approval by the Declarant or theproposed structure, addition, alteration or improvement; provided, however,, that the Declarantmay only grant exceptions

or variances from the written Design Standards (whether by action or
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(ii) The Covciarìts Committee may from time to time estabUshmqoi,cm*núo regarding the form and content uf plans and specifications to he submitted for

approval. The Covenants Committee shall have the power to impose reasonabic App1icalon fees
as well as the costs of reports, analyses or consultations required in connection withimprovements or chances proposed by an Owner. Such fees shall be assessed against the Lots
owned by the Owner making

application; provided. however, that before incurring such costs, the
Committee shall provide an estimate to the applicant Owner and the Owner shall have the
opportunity to withdraw such Owner s application without incurring such costs.

(Hi) The Covenants Committee shall have the power pursuant toSubsection 12. 1(h) hereof (upon petition of any member or upon its own motion) to impose
reasonable charges upon, and issue a cease and desist request to an Owner, such Owner'semployees, agents and invitees whose actfrns are ¡nconistcnr with the provisions oítheAssociation Documents Or the Rules and Regulations.

;(iv) Subject to the review ofthc I3oard of Directors, the CovenantsCommittee shall from time to time provide
interpretations orthe Association Documents pursuant

to the intents, provisions and qualifications thereof when requested so do so by an Owner or the
Board n[Directors. The Committee may publish and record such interpretations in order to
establish precedents for application of the Association

Documents or the Design Standards or
other matters relative o architectural control and protection oltlic aesthetic or property values nf
(hoProperty.

(v) The Covenants
Committee shall propose the Design Standards Kn

approval
hythoBoardoYDirecom. Such Design Standards as approved by the Board of

Dircv\omon:hnrc6y\nco,pomtcJhydÜon:0ornnceon6ohaUbocnfhmcu6loos¡[nwOorthhrrcin
in full,

(i") A Majority Yn
enF\hrCnv*nun(oCummi<\c*shuU be required in

order to take any action. The
Covenants Committee shall keep written records of all im ooiono

Anyochnn`nu|ingordco|sionn[,hnCnvcnantoComm¡Ucomoyhoappex|cdto|hoÚnondof
Directors by any party who appeared at a hearing with respect to such

ucúnn.m|in8ordenbiun
or who submitted a written protest prior to the action, decision or ruling. The Covenants
Cn»nmh,nexndxhc8oandoFDir*momxhaUhuvenouothndtyur,egu|xtvcrnmrun|nnhydhcDrdnnnturcongnmhnnopp,nvodhyU/xDccbmn<.

(c) Authority. The Covenants Committee shall have such additional duties,
powers and authority as the Board vyDirectors may from time to time provide by resolutions. The .

Board uy Directors may relieve the Covenants Committee ofany outs duties, powers and
authority either generally or on a case-by-case

basis. The
Covenants Committee shall carry out its

duties and exercise its powers and authority |n accordance with Subsections |2|.(h) and (|)
hereof and |n the manner

pmv|dcdfor |nthe
Ru{nsnndRogu\uhonsudo\todb' the Board of

Directors or by resolution of the Board of Directors.
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failure to act) in writing stating the exception ur variance and thc reasons therefor. Upon suchwrittcn approval ofany specific variance or exception from the requirements ofthe DesignSmndxrds, all development conforming to such variance nr exception shall be deemed to comply,
Section 9,4

(a) Approval.

A Llmorosementsly the Owners

(i) No person shalt make any addition, alteration, improvement
or'change of ofgrade ¡n or to any LOI (other than for norma! Upkeep or natural landscaping and nritincluding areas within a building visible from the exterior only because of the transparency ofglass doors, walls o,w\odo~,). without the prior written consent of the Covenants Committee.No Person shall puint, affix a sign not permitted by the Rules and Regulations to or alter theexterior ofany improvement, including the door and windows without the prior written eoncntof' the Covenants Committee. Approval hy the Board of Directors or the Covenants CommittFeshall not relieve an Owner from any obligation to obtain required governmental permits. TheOwner shall deliver all approvals and permits required by law to the Covenants Committee oriBoard of Directors, as appropriate, prior to the commencement (Idle construction requiring suchapproval or permit, lyany application to any governmental authority for imake anystich structural odd¡don, alteration or improvement to any Lot or improvement located on anyLotrequired signature by the Amocn|\on, and provided consent has been given by the Board ofDirectors or the covenants Committee, as appropriate, then the application shall be signed onbchalfofthe Association by an Oulicer or Agent only, without incurring

any liabiliiy on the part ofthe Officer, Agent, Board of Directors, the Association, tue Covenants Committee or any oydiemto any contractor, subcontractor
or niaterialman ort account o[ such addition, alteration orimprovement, or to any Person having a claim for personal i

therefrom. Anyaddition, alteration. or improvement upon any Lot in violation w7 the Associationdocuments shall be removed or altered to conform to the Association Documents (including theDesign Standards) within thirty days afler notice ofthe violation.

(ii) The provisiomnytyomction
shallnotupplyb¿mxmwnedhvthe

Dcdumntnr(o\mprovem*ntoonunyLot¡fouchimprovxmnntshmv*hccn approved by theDeclarant. The Declarant uro Builder, ifupnn"vrd by the D^c|x,vm, shall have the right to
oonm,vct|mpmmvomen\onrmxkexhcmhnnowit6ou\UhocnnscntuyxheBnordo[Dipco<omnrthc
[ov*nunaComm|nonandxnuuthorizcdOfGo*rshaUsigvunysu*hopp||cahonoqv|n:d.

(iii) The provisions of this section shall not upp4\na Mortgagee Un¡'possession oía Lot as a result offoreclosure,judicial
sale or proceeding in lieu offoreclosure)affixing a sign or taking any other actions that may be necessary to sell or lease all or any portiö ,of the Lot, if such actions are in accordance with applicable zoning and not detrimental to thevalue ofihe Property.
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(¡) Any Person obtaining approva o[ the covenants committee shallcommence construction to alteration in accordance with the approved plans and specifications
within ,is months after the date nyapproval and shall

substantially complete any construction or
alteration within eighteen months aller the date ofapproval, or within such other period as may be
specified in the approvaL Notwithstanding the foregoing, the approval may provide for a different
period during which to commence or complete construction.

Ifany such Person does notcommence work within six months aller approval. or such other time period determined by the
Cornmiuee. then the approval shall lapse.

(ii) Any Person obtaining the approval ofihe Covenants Committee
shall not deviate materially from the

approved plans and specifications 'idmut the prior writtenconsent of the Committee,
%uel` Person shall notify the Committee when the alterations or

improvements are complete. Approval of any particular plans and specifications or design does
not waive the right ofLhe Committee to disapprove such plans nd specifications, or any elements
or features thereof. if such plans and specifications are subsequently submitted for use in any other
instance or by any other Person.

(c)
Certificate o[Compliance. Upon the completion

ofany construction or
alteration in accordance with plans and

specilications approved by the Covenants
Committee, the

Conìrnittee shall, at the request ofthe
Owner thereof, issue a Certificate

ofConipliance which
shall be prima facie evidence that such construction

or alteration referenced in such certificate has
been approved by the Committee

and construàted or installed in fttll compliance with the
provisions of this Article and with such other provisions and requirements of the AssociationDuoumopouxmuyhe applicable. The cro|Uca|cohal\ not be used and may not be rdliedupon for
w,y other purpoxc, and shall not constitute representation either as to the accuracy

orsufticiency
oîthe plans and specifications reviewed by the Covenants Committee or the quality or soundness
oy the co i

alterations o,|n`y,n,onoenm. The Covenants Committee may impose ann,unohloohuqAe to cover the costs ofpreparation and inspection.

(d) Initial Construction.
Notwithstanding anything (o the contrary in the

Association Documents, including Articles S and 9, the Declarant has the right to review all initial
construction pursuant to Section 9.3, and with respect (oouch initial construction, all references
to the Covenants

Committee shall be deemed to mean the Declarant.

Section 9.5. Restriction on Further Subdivision.
No Lo shall be Further cubdivided or

separated jnto smaller Lots s by any Owner except with the approval ofofthc Declarant, during the
Developm'ent Period, or the Board of

Directors thereafter. Any open space parcel created by the
subdivision shall be conveyed by the subdivider to the Association

or shall be otherwise
conveyed

as appro d by the Declarant or the Board, This provision shall not require the approval ofthe
Declarant ór the Board of Directors to deeds olcorrection,

deeds to resolve boundary line
disputes or similar

corrective instruments. No portion ofany such Lot (other than the entire
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unsubdivided Lot), nor any easement or other interest therein, excep casements for utilities,
x|urmwn|crdminuân and management, street dedications and other easemenis or dedications to
ati'y utility or public authority oi the Declarant, shall be conveyed or transferred by an Owner
without the approval of Me Declarant, during the Development Period, or the Board of Directors
thereafter.

ARTICLE JO

INSURANCE

Section 10.1 Physical Damage and Liability_ Insurance. The Board ofofDircctors, or its
duly autlioried agent. have the autliorky lo and lall obutin nurance for all insurable
improvements on the Common Area to the extent available at a reasonable cost. This insurance
shall cover loss or damage by fire or other hazards, including extended coverage, vandalism and
malicious mischief, and shall be in amounts sufficient to cover the 6^U insurable replacement cost
of any repair or reconstruction in the event of damage or destruction from any such hazard. The
Board of Directors shall obtain a public liability policy applicable to the Common Area. Thi;
public liability policy shall have a combined single limit of at least one million dollars. The Bard
may also purchase additional umbrella coverage. |[ reasonably available, the Board of Directors
shall obtain directors' and officers' liability insurance. Premiums for all Association insurance
shall be a Common Expense. The payment o[ the deductible for any claim shall be a Common

Such insurance shall be governed by the follo provisions:

(a) Exclusive authority to adjust losses tinder policies obtained by the
Association haII be vested in the Board ofDirectors; provided, however that no Mortgagee
having an interest ¡n such loc5 my be prohibited form participating in the settlement
negotiations, if any, related thereto.

(b) In no event shall the insurance coverage obtained and maintained by the
Board of Directors hereunder be brought into contribution with insurancc purchased by individual
Owners, occupants ofLots or their Mortgagees, and the insurance carried by the Association shallbe primary.

(e) All casualty insurance policies shall have an inflaiion guard endorsements
and an agreed amount endorsement if reasonable available. .

(d) The Board of Directors shall be required to make every reasonable efTori to
secure insurance policies that will provide for the following:

( i ) a waiver of subrogation ("right ofrecovery") by the insurer as to
any claims against the Board of Directors, any OWner, any Owner's ten,ant or such Owner'S co-
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tenant, household, company, guests, employees, agents and invitees;

(0 a waiver by the insurer of its rights to repair and reconstruct insteadof paying cash;

(iii) that no policy may be cancelled, invalidated or suspended due tothe conduct of any Owner, or such Owner's tenant or such Owner's (or tenant's) household,
guests. employees, agents and invitees, or of the managing agent ("no control clause") without aprior demand in writing that the Board or the managing agent cure the defect and neithr shall
have so cured such defect within thirty days after such demand;

(iv) that no policy may be cancelled (including for failure to pay thepremium) or substantially modified without at least ten days prior written notice to the Board ofDirectors;

(Iv) the Declarant, so long at the Declarant shall own any Lot, shall beprotected by all such policies as an Owner;

(vi) the Owners shall be treated as insured and the policies sha'll containa "cross-liability" clause and a "severability on interest" clause; and

(vii) reasonable deductibles.

Section 10 2. Fidelity Insurance. In addition to the other insurance required by thisArticle, the Board shall obtain adequate fidelity insurance coverage to protect against dishonestacts on the part of Officers, directors,
trustees and employees of the Association and all otherswho handle, or are responsible for handling, funds of the Association, including the managingagent. Such fidelity bonds shall (i) name the Association as an obligee; (ii) be written in anamount not less titan one-fourth of thc total annual assessments for the year or the amountrequired by any Secondary Mortgage Agency, whichever is greatest; and (iii) contain waivers ofany defense based upon the exclusion of persons who serve without compensation from anydefinition of "employee" or similar expression. Such coverage may not be canceled orsubstantially modified without at least ten days prior written notice to the Association.

Section 103, titer Insurance. To the extent necessary to satisfy the requirements of theSecondary Mortgage Market Agencies, the Board ofDirectors shall also obtain construction codeendorsements and flood insurance or any other insurance as determined to be necessary órdesirable by the Board of Directors.

Section 10,4 ' V . To protect adjoining Owners andto ensure that there are sufficient funds available to an Owner to restore the improvements onsuch Owner's Lot in case of damage or destruction, each Owner of a Lot containing a party wallshall maintain a fire and extended replacement
cost (exclusive ofland, excavation and other items
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normally excluded from of all improvements oonx(nuctu1onmrhLot. The Owner shall
provide evidence of such insurance to the Board of Directors upon request.

^

ARTICLE H

RECONSTRUCTION AND RFPAII,

Section ||.|. Common Area Except as oihcrvke provided herein, ifall or anypart of
any improvement located on the Common Area is damaged or destroyed by fire or ifihercasualty.
the Board of Directors shall arrange for and supervise the prompt repair and restoration thereof
(including without limitation any licor coverings, íixturcs and appliances) )[ destruction othe
im,rovcn1cI1ts located on the Common Arca is insubstantial. the Board n[ Directors mny!dco/ not
Io repair such insubstantial damage, Otherwise, any decision not to repair or restore
improvements on the Common Area shall be made in accordance with Section 14 4 hcreh[ If
damaged improvements are not repaired, then the Board of Directors shall remove all reqmants of
the damaged improvements and restore the site thereof to an acceptable condition compatible
with the mmaind*roNn Common Area and the balance ofany insurance proceeds received on
account o[ such damage shall be placed in the npproprialc rcervc ¿iccourit, The Association shall
not use the proceeds ofcasualty insurance received as a result ofdamagc or destruction of
improvements located on the Common Area for purposes other than Uhcopír. replacement or
reconstruction of such improvements except in accordance with this section and Section'14.4
hereof

Section 11.2. l.mi l[x building or other major improvement located upon oLO/io
daniaged or destroyed, the Owne thereof shall restore the site either: (i) by repairing mr;
reconstructing such building or oilier major impmvoment¡or(ii)hydcohnâo*nyUnJchriound
restoring the site to an acceptable condition compatible with the remainder attic Property,
Unless the Covenants Committee permits a longer titile period, such work mug be commenced
within six months after the casualty and substantially completed within twelve months after the
casualty

- ARTICLE 12

COMPLIANCE AND DEFAULT

Section 12 | nforccment Provisions. Each Owner shall be governed by and shall
comply with the Association Documents and Rules and Rogu\ohnnx,xoamended from time to
time A default by an Owner shall entitle the Association. acting through it s floard of Directors
or through the managing agent, to the following relief.

(a) Additional Liability. Each Owne shall be liable to the Association or to
any affected Owner for any costs incurred by the Association and the expense ofall Upkeep
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rcnúcrcdoccom/ybvsuchOwner'xmctormn,sinn.rzâonUroo[nc6ectoroJou6Uty; but only
W the extent that such expense is not covered by the proceeds o[ insurance carried by the
Association. Such liability shall include any increase in casua?y inn`,xnce rates occasioned by
use, m¡anm. occupancy nr abandonment o any Lot or its appurtenances. Nothing contained
herein, however, shall be construed as modifying any waiver by any insurance company cifits
rights nfsubrogation. Any costs, including without limitation legal fees, incurred moorcv|to[afailure to comply with thc Association Documents and Rules and Regulations by an Owner may
be assessed against such Owner's Lot.

(b) New Owner Address \[u new Owner does not give the Secretary written
notice of such Owner's name and the number or address of the Lot within thirty days after
acquiring title to such Lot, then reasonable record-keeping costs incurred by the Aoncx6on, asdetermined by the Board of Directors, may be assessed against such Owner's Lot. The Boardmay sci or change the amount of such Assessment from time io time. Such Assessment shall be alien against such Owner's Lot as provided ¡n Section 12.2 hereof

(o) Costs and Fees. In any proceedings arising out of any alleged default by anOwner or any suit brought by an Owner against the Association or any director or Officer, the
prevailing party shall be entitled to recover the costs ofsuch proxcding and rcu»onallouitomoyx`

|(d) 'No Waiver of Rights. The 6¡\urony the Aoocmn the Board nfDirectors or an Owner io enforce any right, provision, covenantmcondiiiunwNchmay begranted by the Association Documents shall not constitute a waiver of the right of the
Association, the Board of Directors or any Owner to enforce such right, provision, covenant orcondition in the future. All rights, remedies and privileges granted to the Association, the BoardofDircctors or any Owner pursuant to any term, provision, covenant or condition ouihe
Association documents shall be deemed tobe cumnhtk'e and the ccrcise ofany one or morethereof shall not be deemed to constitute an election ofremedics, nor shall it preclude the Personexercising the same from exercising such other privileges as may be granted to such Person by theAssociation Docunients, the Act or at law or in equity.

fees.

(e) ]ntvresr. Ifa default by any Owner ¡n paying any sum assessed agaihst suchOwner's Lot continues for a period in excess of ten days, interest from the due date at a rate notto exceed the lesser ofihe maximum
permissible interest rate which may be charged by aMortgagee under a Mortgage at such time or twelve percent per annum may be imposed at thediscretion n[the Board ofDirectors on the principal amount unpaid from the date due until paid.The imposition of interest shIt not preclude collection ofa late charge nor shall such cha ge beconsidered interest subject to the limitations of this subsection.

(f) Abating and Enjoining Violations. The violation ofany Rules andRegulations adopted by the Board olDirectors or the breach ofany provision ofthethe AssociationDocuments shall give the Board ofDirectors the right, in addition to any other rights set forth in
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the Association Documents: (i) to enter the portion ofthe Property (exduding any occupied
dwelling) pursuant to Section 33 Iicrçuîon wticti. or as to which, stich violation or breach exists
xndsummu6|ytmuhu/eandmmov*.at the expense of the defaulting Owner, any structure, thing
or condition that may exist therein contrary to the intent and meaning of thc provisions of the
Association Dntinient or the RUIC3 and Tcguldions, and itic Board of Directors shafl not
thereby be deemed guilty in any manner of trespass; (ii) to use self-help to remove or cure any
violation of the Association Documents or the Rules and Regulations on the Property (including
without limitation the towing ofvehicles); or (iii) to enjoin,enjoin, ahate or remedy by appropriate Ical
proceedings, either at law or in equity, the continuance o any such breach; mv,/xov.»v""v^
that before any construction may be altered or demolished (except in emergencies) judicial.
proceedings shall be instituted. The Board of Directors shall follow the due process procedures
set fourth in Subsections 12.1 (h) and (i) hereof.

(g) Legal proceedings FUure to comply with any of the terms of the
Association Documents or Rules and Regulations shall be grounds for relief. including without
limitation an action to recover any sums due for money damages, i foreclosure of
the lien for payment of all Assessments, any other relief provided for in the Association
Documents and any other relief afforded 6yx court uycompetent jurisdiction, all n[ which relief
may be sought by the Association, the Board of Directors, the manain agent or, if appropriate,
by any aggrieved Owner and shall not constitute an election of remedies.

(h) Charges and Suspension uyRights. The Board ofDirectors or the
Covenants Committee, as appropriate, has the power to impose chor8ro and to suspend the right
to vole in the Association (pursuant to Section 3.2 of the Bylaws) or other rights in the case of an
Owner found to be responsible for a violation ofthe Association Documents or Rules and
Regulations . The Board or Committee may suspend the right ofan 0m'n*, or other occupant,
and Ne /iSht of such Person's household, tonxn(x, guests, employees or invitees (nuse any
facilities located on the Common Arco (other than for access or utilities) for reasonable period
not to exceed sixty dxys, for any violation ofany provision n[ any o[the Association Documents
o, the Rules and Regulations or for any period during which any Assessment against an Owner's
Lot remains unpaid; provited, however, the Association may not suspend or interfere with the
ingress or egress to or from such Owner's Lot or access for utility services to such Owner's Lot.
Charges may not exceed Fifty Dollars for each violation or Ten Dollars perdoy for each violation
of a continuing nature or such greater amount as may be permitted by law. No charge may be
imposed for failure to pay an Assessment except as otherwise provided in the Declaration.
Charges are Individual Assessments and shall be collectibleas such and shall also constitute lien
against a Lot in accordance with Section 12.2 hereof No charie shall be imposed and no
construction altered or demolished until the Person charged with such a violation lias been given
notice and an Opportunity for a hearing as set forth in Subsection 12. I (i) below. In addition,
voting rights or other rights may not be suspended until the Person charged with the i b i has
been given notice and an opportunity for a hearing pursuant to Subsection |%.\ (i) below, u

.

such rights are suspended due to non-payment of Assessments, in which case the Person charged
with the violation is not entitled to notice and an opportunity for a hearing. The Board of
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Directors or Covenants
Committee may determine to take other actions, including withoutlimitation performing

maid<enonouon a Lot pursuant to Sections 6.2 and 7.2 hereof withoutproviding a hearing The Board ou Committee may deliberate privately, but shall either announce
its decision in the presence oftlie respondent or give the respondent

notice thereof.
`

(i) Due y,ocusi. The Board ofDirectors or the
Covenants Committee, before

Imposing any charge or before taking any action affecting one or more specific
Owners shall

aftord such Person the following basic Due Process rights.

(¡) Notice. The respondent shall be affor ed prior written notice of
any action (except when an emergency requires immediate action) and, if notice is of default or
violation, an opportunity to cure which is reasonable under the circumstances, prior to the
imposition ofany sanction. The hearing, ifa hearing is required pursuant tn Subsection ]2.1(6)
above, Notice of any violation or any hearing shall be sent by registered or certified United States
mxi|, return receipt requootcd, to the Owner at such Owner's

address o[record with the
Association at least fourteen days prior to such hearing.

(ii) ilrafiog. lithe respondent is entitled to a hearing purstint to
Subsection |] I (h) above and requests in writing a hearing before any charge is imposed or action
taken, then the imposition of the charge or the taking of the action shall be suspended until the
respondent has an opportunity to be heard at a hearing at which the Board of Directors or
Covenants Committee, as xppropdotc, discuss such charge or action, Each Person so appearing
shall have the right to be represented by such

Pcmon'suuunm:|. at such Person's own expense.
(iii) Appeal. Upon receipt or written request thereof made within ten

daysuAorthcdxtonyanüohunbythcCovcnxnMCnmmhton.thoBuurdo[Din:ntomnnuyaR6p6
the respondent the right to

uppool<o\hoBpurd.xnd the Board may modiFy confirm
or reverse any

action taken by thc Covenants Committee.

(i) New Owner Address. Ifa new Owner does not give the Secretary written
notice of such Owner's naine and the number or address of the Lot within thirty days Mier
acquiring title to such Lot then reasonable record-keeping costs incurred by the Association, as
determined by the Board of Directors, may be assessed against such Owner's Lot. The Board
may set or change

the amount of such Assessment from time to time. Such Assessment shall be a

lien against such Owner's Lot as provided in Section 12 2.

(k) En[ u ' ,^ ^ ". v o
l[aSubusazdn¡onfails to pay any

Assessment or charge due from such
Subassociation within thirty days afler due, then the

Association may attach any
assessments or charges due from the Owners to such

5uhaomndöhon,

and notify such Owners that all sscsinents or other
charges shall be paid directly to the

Association until such Owners are notified otherwise. The Association may then retain su
portion of the sums collected to satisfy the amount due from the Subassociation including atiy and

all costs ofcdllection and shall remit any sums collected in excess ofAssessments or charges due
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to such Subassociation.

Section 12 2 f.ien for Assessments.

(a) Liam The ota Annual
Assessment o[ each Owner foc CommonExpenses, any Additional

Assessment, any Individual Assessment or any other sum duly levied
(including without limitation charges, interest, late charges, contractual charges, etc.), made
pursuant to the Association Documents, s hereby declared o be a lien levied against any Lot
OwnCLI by such Owner in accordance with this Declaration. Until fully paid anJ satisfied, the lien
shall apply 10 and encumber all of the Lots that were owned, as of the date when payment was
due, by the Owner from whom payment was due, and shall also apply to and encumber any 'and all
Lots Ihercafler acquired by that Owner from ,h*únxo such Owner becomes the Owner thereof.
With respect tv Annual

Assessments, the lien is efFective on the l'irst day oyeach tiscal year of the
Association and, as to Additional

Assessments, Individual
Assessments and other sums dtily,

lcvicd, the lien is effective

tenduyooMcr\hedotrcfnohc*totheOwnc,ufmnhAsscsomrntor
levy The Board of Directors or the managing

agent may file or record such othcr or further
notice or any such lien, or such other or further document, as may be required to confirm the .

establishment and priority of such lien by Section 55-516 of the VPOA Act or otherwise by taw.
The lien created by this section shall be prior to all liens and

encumbrances hereafter recorded
except K4ongo8cs, real estate taxes and other

charges lcvicd by
governmental authority and made

superior by law. The personal obligation ofihe Owner Io pay such Asscssment shall, in addition,
remain such Owner's personal obligation and a suit to recover a money judgement for non-
puymcnt of any Assessment

or installment thereof, levied pursuant hereto, may be maintained
without Ibreclosing or waiving the lien herein created to secre the same.

(b) 8000hnVion. En any case wher
an Assessment against an Owner is

paymh|xininmmUmcms.upnnodc0m|thva/chQ"mxrinthohmelyp*ymonto[^ny\wo
consecutive i t Umnnts,

thenqtvhtyn[/hommuiningtotal of the unpaid
installments of such

Assessment
mzyhcuno*|enatcd.m thenptkmofrke Board ofDir*oom. und the entire balance of

,hcAsacxxmcntmayhedec(umddoeandpuvu6(einhuUby/hnscrvivoo[nuhoe to such effect
upon the defaulting Owner.

(c) Fnforcement The lien for Assessment may be
en8nordondfvrc|omdin

any manner permitted by the laws of Virginia
fu,ozrecknaur*n[murtgagw or deeds or trust

conminiogapoweroysn\unr6vunuu6nnint6enonnonrthnBoordorDiæctors.orthcmunxng
ogcnt.achnQnn behalf

uy<koAoonuiuóon. The
AxoociuhnnshuUhnv*thrpnwr,tvbidnnthe

Lot u, foreclosure
or other legal sale und to acquire, hold, |naon, mortgage, ounv .nruUzmi

`

deal with such Lot.

(d) Remedies Cumulative. A suit to recover a money judgement for unpaid
Assessments may be maintained

without forec d
ien securing the same and a

foreclosure may be maintained
notwithstanding the pendency of any suit to recover a money

judgement.
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Section 12,3,
Notwithstanding other

provision hercoflo the contrary, the lien ofariy Assessiiìent levied pursuant to the Association
Documents upon any Lo (and any charges, interest, ate charges or the like) haJI he subordinate
to, and shall in no way affect the rights of the holder of a Mortgage made in good faith for value
r:cei'eJ;prn«idcd. bowue[.t that such subordination shall apply only to Assessments Which have
become due and payable prior to a sale or transfer olsuch Lot pursuant to foreclosure or any

proceeding in lieu oCa Mortgage or the purchaser ofihe Lot as such sale from liability for any
Assessments thereafler becoming due, nor from the lien ofany such subsequent Assessment,
which lien shall have the same effect and be enforced in the same manner as provided herein.

ARTICLE 13

MORTGAGEES

Section |].|. Notice to Board ofDirec1or Upon request, an Owner who mortgages
such Owner's Lot shall notify the Board ofDirectors ofthe name and address ofihe
No Mortgagee shall be entitled to any Mnrtaee ri8hts under thc AsocìatIon Documents unless
such Mortagce has notified the Board outs address as required by Section |J.2 below 'and has
requested all rights under the Association Documents.

Section 13,2, Notices toMortgaycc:. Any Mortgagee who desires notice from the
Association shall notify the Secretary of the Association to that effect by certified or registered
United States mail, postage prepaid Any such notice shall contain the name and addrcufthe
person or office address of such Mortgagee and the name of the person or otlice to whom notices
from the Association should be directed. The Mortgagee shall be responsible forkecpin such
information up-to-date. The Board olDírectors shall notify Mortgageec ofthe following:

(o) Any default by an Owner of Lot, upon which the Mortgagee hasMortgage, in paying Assessments (which remains uncured for sixty days) or ny other default,
simultaneously with the notice bent to the defaulting Owner;

(b) All Mortgagees shall be notified promptly ofany event giving dse to aclaim under the Association's policy arising from damage to improvements located on theCommon Area in excess of ten percent of the total Annual Assessment for Common Expenses forthat fiscal year.

(c) All actions taken by the Association with respect to reconstruction of theCommon Area or a Lot upon which the Mortgagee has a Mortgage;

(d) Any termination, lapse or material modification in an insurance policy heldby the Association;
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(e) Any taking in condemnation or by eninent domain of the Conmon Ant

ld the actions of the Association in connection therewith;

(f) Any proposal to terminate the 1)ecaration, at ese sixty days bcl'orc any
action is taken to terminate in accordance with Article 15 hereof, and

(g) Any proposal to amend materially the Articles ny Incorporation, this.
Declaration or the Bylaws, at easi ten days before any action is taken pursuant to Section 14.4
hereof

Section 113. Other Rights nFMortmoos. Upon request a Mortgagee or such
Mortgagee's representatives shall have the right to receive notice oland to attend and in speak at
meetings oythe Association. MI such Mortgagees shall have the right moxamine the Association
Documents, Rules and Regulations and books and records of the Association and to require the
submission olannual linancial reports and other budgetary informaiion

ARTICLE 14

AU LPu 1.40L1 11.41.

Section 14.1. Amendment by the Declaran During the Developmen Period, the
Dectarant may unilaterally. without the approv& ofOie AssocIation, any Owner, ;Mnrtgagee:or
Secondary Mortgage Agency, amend any provisionprovision cithis Declaration or any Supplementai'
Declaration to: (i) make non-material, clari,'ing or corrective changes; (ii) satisfy the requirement
o[ any Government, Governmental Agency, Secondary Mortgage Agency or Mortgagee (iii)
reflect the relocation of boundary lines between the Common Area and any Lots or among any
Lots; provided, however, that such relocation is reflected in an approved reou6divioiunoyall or
any part of the Property; and (iv) withdraw Submitted Land in accordance with Section 4.4
hereof.

Section 14.2 Amendment by Association.
(a) Member Approva . Subject to Sections 14.3 and 144 hereof, the

Association may amend this Declaration with the written approval of mcnibcis entitled to cast at
least sixty-seven percent of the total number of votes.

(b) Certification. Ari amendment by the AssocIation slinlJ not he effective until,certified by the President a to compliance with the procedures set forth in this Article, signed and
acknowledged by the President and Secretary of the Association, and recorded among the LandRecords. Any procedural challenge to an amendment must be made within one year afterrecordation.
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(c) Supplementary Declaration. Amendment ola Supplementary Declaration
is governed by the provisions for amendment contained therein and the requirements of Section
14 4 hereof, A Supplemdntary Declaration may not be amended to reduce the maximum annual
Limited Common Expense assessment sct forth /|'rr6n. A Supplementary Declaration may not
include provisions in conflict with the Declaration. Although the Declaration and 3u p|omcntury
Declaration should be construed to give effect to both, in the case of conflicting provisions, the
Declaration shall control

Section 14.3, Prereyisi\e5. Written notice ofany proposed amendment by the
Association shall be sent to every Owner at least fi0oon days before any action is taken. No
amendment shall increase the financial obligations ofan Owner in a discriminatory manner orfurther restrict development on existing Lots in a discriminatory manner. No amendment to theDeclaration shall diminish or impair the right of the Declarant during the Development Period
ondeUhw Declaration without the prior written consent of the Declarant. No amendment to theDeclaration shall diminish or impair the express rights of the Mortgagees under the Declaration
without the prior written approval o[uleast fifty-one percent of the Mortgagees. No amendment
may modify this Article or the rights ofany Person hereunder. Except as specifically provided in
the Declaration, no provision of the Declaration shall be construed to grant to any Owner or to
any other Person any priority over any rights ofMortgagees.

Section 14.4. Extraordinary Actions ofthe Association. The provisions of this section
shall not be construed to reduce the vote that must be obtained from members where a greater
vote is required by the Act or other provisions ofihe Association Documents nor shall it be
construed to lessen the unilateral rights given to the Declaration pursuant to Articles 3,4 and 14hereof to amend the Declaration

uraSupplrmcnmryDroamt¡on without the consent of anyOwner or 'Mortgagee.. To the extent this section applies to amendments to a Supplementary
Declaration, the approval of the Owners or Mortgagees required shall be deemed to refer only tothe Owners of Lots or Mortgagees holding Mortgages on Lots subject to such Supplementary
Declaration

(a) Mortgage and Owner Approval. Without the approval ola least fifty-onepercent of the Morijaees and Owners entitled to cast at least sixty-seven percent of the totalnumber of votes of each class ofmember, the Association shall not, by act or omission:

(i) seek to abandon, partition, subdivide, encumber dedicate sell or transferthe Common Area owned in fee simple by the Association (except for making dedicatiòns togovernmental entities. granting easements for utilities or other public purposes to benefit theProperty or the adjoining land not inconsistent with the intended use of such Common Area ormaking boundary-line adjustments pursuant to Section 2.2 hereof);.

(ii) add (except inn Supplementary Declaration) or change the method ofdetermining the obligations, assessments or other charges which may be levied against an Owneror voting rights of any member (except to reduce the Declarant voting rights with the consent of
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the Declarant);

(iii) add (excep in a Supplementary Declaration), change waive or
abandon any scheme or regufation or enforcement thereof, pertaining to architectural design or
exterior appcirancc Ql Upkeep ofthe Lots or Common Area;

(iv) fail to maintain fire and extended coverage on insurable Comnion
Area on a current replacement cost basis in an amount at least 108 percent uy the inuumb\evn\ue
(based on current replacement cost), in accordance with Article 10 hereof,

(v) use hazard insurance proceeds for losses to the Common Area for any
purpose other than repair, replacement u, restoration o[ such Common Area substantially ip
accordance with the Association Documents and the original plans and specifications, except as
provided in Article I hereof

(vi) terminate the Declaration or dissolve the Association or merg mconsolidate with another association (except pursuant to a merger or consolidation with anöther
entity formed for similar purposes); or

(vii) add (except in Supplementary Declarations) or amend any materialprovisions of the Association Documents which estnblish, provide for, govern or regulate any orthe following.

consent of the Declarant),

Common Arca;

(a.) voting (except to reduce thc Declarant's voting rights with the

(b.) Assessment liens r priority of such licns;

(c.) reserves for maintenance, repair and reconstruction of tle
'

(d.) insurance or fidelity bonds;

(e.) rights to use of the Common Area

(f) maintenance responsibility:

(g.) leasing of Lots;

(h.) im or similar restriction onthe right of an Owner to sell, transfer or otherwise convey such Owner's Lot;
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(L) expansion or contraction ofthe Property or he addition,antiexation or withdrawa(ofIard to or from the Property;

(i) the convertibility olLots into Common Area or vice versa; or

<kjonypmvioionswhickamKxthocxpæmhuneG of Mortgagees.

(b) Nonmaterial Amendments. Any amendment to theAssociation Documentsshall not be considered material if made only for the purpose of correcting technical emirs or forclarification,

(c) Presumptive Approval. Any Mortgagee who is notified ofamenments oractions ofthc Association by ccrliticd or rcgisicrcd United States mail, return recei | requested,and who does not deliver a ncgatve response to the Secretary of the Association within thirtydays thereafter shall he deemed to have approved such amendment or action.

(d) VA or Fl IA When a VA guarantee is in effect on a Mortgage,without the consent of VA. or when FHA insurance }o)n effect on a Mortgage, without the
consent ofFHA during the Declaration Control Period, the Association may not take any actiondescribed in Section |4.4(u) hereoforannex any additional land. The foregoing shall only'upplyfor so long as a Lot.within the Property is encumbered by a loan guaranteed by VA or insured byFHA. In addition, during the Declarant Control Period, VA or FHA must be informed of allamendments to the Association Documents is such Documents have been previously approved bysuch agency.

ARTICLE 15

TERMINATION

Se6tion.11I `
' i ^

'
~ ^ ^ '° |/ The Covenants andKmxkxk/nsofthis Declaration shall run with the land and bind the Property ¡n perpetuity, unlessamended as provided above or terminated as hereinafler provided. Subject to Section 14i4hereof, the Association may terminate this Declaration only with the written approval of membersentitled to cast at least eighty percent of the total number ofvotes. The termination ohxU'not beeffective until certified by the President as to compliance with the procedures set forth in thisArticle, signed and acknowledged by the President and Secretary ofthc Association and recordedamong the Land Records

Section 15 2. Prerequisites. Written notice ofihe proposed termination shall be sent toevery Owner and Mortgagee at tease sixty days before any action is taken. The Declaration maynot be terminated during the Development Period without the prior written consent of theDeclarant. Such termination shall not affect any permanent easements or other permanent rightsor interests relating to the Common Area created by or pursuant to the Association Documents.
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To the extent nconsmry, the termination
agreemen shall provide for the transfer or assignment ofthe czomcntx, rights or interests granted to the Association herein o a weresp», entity which |:Aounú` the Association's m3¡xt"n«^cc^nd regulatory responsibilities, Any lien which has arisen

pursuant to the provisions o[the Declarant shall remain in 6N force and effect despite termination
of the Declaration until the amounts secured thereby are paid in full

Section 15.3 Cnnmune_ ^ . ' ^ a 0*" 0'-` .`^ Upon dissoluiion ofthe Association, the assets ofthe ia.moiu,iun must hconovcyxd to another nonprolt entity.governmental or public agency formed for purposes similar to the purposes for which theAssociation was formed.

ARTICLE 16

2ARIYYLADS AND FENCES
Section 16.1. Applicable Law: Easement. Alt matters arising in connection with any wall

which would constitute a party wall at common law smU, to the extent consistent with theprovisions uy this Article, hcsubject to the common law ofVirginia as modified by statute fromtime to time and as modified by this Article. Ifthe centerline ola party wall now or hereafter failsto coincide with the boundary between the Lots it serves. as easement for 'tiny resultingencroachment i,h*m6ySmm
'md.

\[upunywuUs*neothreeo,mureLots,cxchscgmcntofitserving two Lots shall be treated for the purposes of this Article as a separate party wall.
Section 16.2. Upkeep. The owners u[Lots served by a party wall shall provide for the

Upkeep Qfparty walls and shall share equally the cost of its Upkeep except as otherwise provided
in this Anide, No owner shall impair the structural integrity ofany priy wall nor dimnisb thefire protection afforded by any party wall.

Section 16.3 Destruction by Fire or Other Casualty. Ifa parly wall is destroyed ordamaged by fire or other casualty, the following procedures shall be followed in order to restore
such partj wall.

(a) Either Owner served by the party wall shall notify the other Owner served
by the party wall ofany proposal to repair the wall. Ifwithin ten days afler such notice (or in an
cmergenoy, within twenty-four hours after such notice or a bona fide attempt to give such notice)
the other Owner has not responded to the notice, then the Owner giving notice may proceed with
the=poin\. Suchrepairs must be substantially similar to the original construction and installation
and offlrst class quality, but may be made with

contemporary materials.

(b) If the other owner served by the party wall responds to the notice, theOwners shall act together to repair the party wall. 1f the Owners are unable lo agree upon theaction to be taken, they shall submit the issue to arbitration in accordance with Section 16,5.
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(c) Harty Owner restores x party wall in accordance with this section, then the

other Owner shall contribute one-halforthe cost thereof.' An Owner may, however, demand a
larger cOntribution from 11{e other Owner or refuse to contribute one-half of such costs;under anyrule of or equity regarding liability for negligent Of wilful acts or ornissons.

(d) To the extent that any failure to repair a party wall affects the use and
enjoyment o[ the Common Area or appearance v[the Property, the Association may participate n
the repair of the party wall, and in an emergency situation threatening life or property, may make
such repair without notice to the Owners. The Association may assess the cost of such repair
against the Owners responsible for the damage or benefiting from the repair pursuant to Sections

Section 16,4 Liability Any Owner who by a negligen or willful act or omission causes
or permits a partywall to be damaged shall pay the cost ofrestoring such party wall to the
condition prior to such damage.

Section |05. Arbitration In the even of any dispute between Owners conc ng a
party wall, the Owners on each side shall each selec on arbitrator, and the arbitrators thus
selected shalt be qualified by experience and education to serve as such. Once selected, the
arbitrators shall promptly agree upon and notify the parties of the discovery procedures and rulesofevidence to be used in the arbitration. The arbitrators shall 6e requested to reach udcc|sinn,/hin twenty days xMrrtheir appointment. The decision of majority arbitratorsoriyoyth urhiosh. U bindthe Owners and their successors in interest. The cost ofarbitration shall be paid by the losing
party unless the arbitrators determine that the cost should be otherwise allocated between theparties, in which case that allocation shall be binding.

Section )ú6. i7ences ondO(hcrBxnicc The provisions ofihis Article pertaining to partywalls shall also govern any fenoc, other hunicrorshared
improvement originally installed by theDeclarant or a Builder (except Co, fences or barriers installed in connection with constructionactivities) and to any replacement thereof authorized by the Board of Directors or the CovenantsCommittee. Otherwise, the upleep ofany fence, other barrier or improvement shall be the

responsibility of the Owner installing such fence, barrier or improvement unless different
arrangements are agreed to by the adjoining Owners.

Section 107 Right to Con ribo ion Runs With Land. Rights and duties of con ributkmset forth in this Article and any such rights and duties arising under the laws of Virginia shall runwith the land and bind successor in interest. This Article shall not prejudice any right of asuccessor in interest to recover any amount from a predecessor in title for which such predecessorwas liable. Any rights olcontribution set forth in this Article shall constitute against any Ownerobligated to pay such contribution. Until fully paid and satisfied, the lien shall apply to andencumber all of ofthe Lots that were owned, as ofthe date when payment was du; by the Ownerfrom the timc ucli Owner becomes the Owner thereof. The lien created by this section s beprior to all liens and encumbrances except mortgages, real estate taxes and other charges levied by
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governmental authority made sulierior by law and the Association's lien established pursuant to
Scctiun 12.2

ARTICLE \7

COMMON DRIVEWAYS

Section 17 I adüiboDo.

(a) "Common Driveways" shall be the arcas within the Ingress and Egress
Easements as shown on the plats of the Property attaclexi to the Deeds of Declaration,
Subdivision, and Easement for Lots.

(b) "Affected Lots" shall 6= the Lots that use the Common Drivowayxfor
access to the dwellings constricted on such Lots. Lots which arc subject to the Ingress and
Egress ments but which do no use tkeCo;nn^on Driveways for access to the dwelling
construcrted on such Lot are not Affected Lots and are not subject to the maintenance provisions
of Section 17.4 of this Article, unless the Owners of such Lots, or their respective households,
guests, tenants or agents make regular use oy the Common Dr|vrwny.

Scction 17.2. Restrictions

(a) </SQ. Common Driveways shall be used exclusively t'or the purpose oC
ingress and egres to the AiTected Lots and for thc construction and maintenance of utilities for
the Lotslubject to the Easements.

(b) Restrictions. No act shall be performed by any Owner, member of such
Owner's household or such Owner's tenants, guests or agents which would in any manner affect
or jeopardize the free and continuous use and enjoyment of any other Owner of an Affected Lotin and to the Common Driveway.

(c) Parking. There shall be no parking within Common Driveways at xnytime
except for delivery and/or emergency vehicles, unless the Board of Directors, by Resolution,
determines otherwise upon petition ofan Ownerofan Affected Lot.

Section 17.3 Mointenxoxe.DxmouonrDnmmn1ion lnthnevont ,hm any Common
Orivowmynoedomaintenunceorisdumaâedovdestrovrú(ino|ud>ngdetedomónnhnmodinury
vvrmund,*urund\upoeof time nrprnventatfvnmuintcnanoc):

(a) through the act of omission of an Owner, such Owner's household or any of
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uuohO,vncr'o 8ucgo, employees, is negligent
oruthcnvsc oulpu6le, it shall be the obligation of

such r to maintain, *cbui\ú and repair the Common Driveway without cost to the otherOmers of Affected Lots served by that Common Driveway;

(b) other than by the act or oison ohm Owner for which such Owner isresponsible, it shall he the obligation of all Owners of Affected Lots served by that CommonDriveway to maintarl, rebufld and repair such Common Driveway a their joint and equal expense.
Section 17.4 "U cnnnoo

(a) Association Maintenance. lithe Owner o[Affected Lots do not
perforin all necessary maintenance, rebuilding and repairs to any Common Driveway. at thediscretion o the Board o[ Directors ur upon the request o[o/Affected Lots, the Associaiion may do so as their agent, using any funds escrowed for thatCommon Driveway and for levying

individual Assessments pursuant to this section and Section
6.2 (e) against

ÚhcAOecnd Lots served by such Common Driveway as may be needed to cover
the cost of the work. The Individual

Assessment may be levied prior to performing the work,based on a good faith estimate of the cost as determined by the Board of Directors. lithe Board
ofDrectors so deter-mines, the Board may establish an escrow fund and levy an assessment
againstihe Owners ofAffcctcd Lots not to exceed a maximum annual charge computed as
follows: $.25 multiplied by the number ofsquare feet nfpaved area within the pertinent Common
Driveway divided by tho number

ofAliccied Lots for that Common Driveway. This maximum
charge shall be increased by ten percent each fiscal year.

(b) Lim l[cm
the annua charge shaU be paid with and be a part of

the first payment ofche regular
assessment in each fiscal year, and shall be subject to thc sarnepenalty, interest, lien, and other provisions a.s the

r*gu|ooasseoxmcot. The failure of any Omer ,u
pay the ännua chwge within thiriy days from the start ofeach fiscal year shalt result in an
assessment lien against such Owner's Lot.

(c) Escrow. The Association sha hold any annual charge in escrow and shall
maintain a separate accounting for the escrowed funds for each Common Driveway.

(d) mCnmdh
uymddmhsoycomhnnohtN:An6ondonyuuchr'

hounddut¡csurhin8under the laws ofVirginia shall run with the land
and bind successors ¡ri interest. This Article shall not prcjudice arty right ofa successor in interest
to recover any amount from a predecessor in title for which such predecessor was liable. Any
rights of contribution

set forth in this Article shall constitute a lien in favor ofany Owner entitled
to oontribü ionu&uino any Ovier obligated to pay such contribuUofl.

Until fully paid and
satisfied. the lien shall apply to and encumber aU ofihe Lots that were owned, as oltbe date when
payment was due, by thc Owner from whom payment was due, and shall also apply to and
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encumber any and all Lots thereafter acquired by that Owner from the time such Owner becomes
the Owner thereof. The Hen created by this section shall be prior to all liens and encumbrancesexcept Mortgages, real estate taxes and other charges levied by governmental authority madesuperior by law and the Association's lien establislicd pursuant to Section 12.2.

ARTICLE 18

ADDENDUM

Section 18.1. incorporation of Addendum. The Addendum, consisting of pages A-1 andA-2, attached hereto, is hereby incorporated into and made a part of this Declaration as is fully setforth in this Section 18.1.

IN WITNESS WHEREOF, the undersigned has caused this Declaration to be signedpursuant to due and proper authority as of the date first set forth above.

SALEM RUN COMPANY, LLC
a Virginia Limited Liahilit

Name: Edward O.
Title: Member

SALEM RUN HOMEOWNERS
ASSOCIATION, INC.

a Virginia nonstock corpo

Name: Ed

Title: Presiden
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SALEM RUN ASSOCIATES, L.P.
a Virginia Limited Partnership

By: CASTLE DEVELOPMENT
CORPORATION, a Virginia
corporation, as an authorized
general partner

By:
Name: Michael L. McNamara
Title: President

HOMES FOR FREDERICKSBURG
LIMITED PARTNERSHIP
a Virginia Limited Partnership

By: FIRST CENTRUM CORPORATION
Managing General Partner

By:
. Name! Michael T. lihíiaupL

Title: Executive Vice President

CANNON/SALEM RUN, L.P.
a Virginia Limited Partnership

By:
Name: Jeffrey Petagna
Title: General Partner
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SALEM RUN ASSOCIATES, L.P.
a Virginia Limited Partnership

By: CASTLE DEVELOPMENT
CORPORATION, a Virginia
corporation, as an authorized
general partner

By:
Name: Michael L. McNamara
Title: President

HOMES FOR FREDERICKSBURG
LIMITED PARTNERSHIP
a Virginia Limited Partnership

By: FIRST CENTRUM CORPORATION
Managing General Partner

By:

Name: Michael T. Milhaupt
Title: Executive Vice President

CANNON/SALEM RUN, L.P.
a Virginia Limited Partnership

By:
Name: Jeffrey4 1btigna
Title: General Parto
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SALEM RUN ASSOCIATES, L.P.
a Virginia Limited Partnership

By: CASTLE DEVELOPMENT
CORPORATION, a Virginia
corporation, as an authorized
general partner

By: MV't'iLt-
Name: Michael L. McNamara
Title: President

HOMES FOR FREDERICKSBURG
LIMITED PARTNERSHIP
a Virginia Limited Partnership

By: FIRST CENTRUM CORPORATION
Managing General Partner

By:
Name: Michael T. Milhaupt
Title: Executive Vice President

CANNON/SALEM RUN, L.P.
a Virginia Limited Partnership

By:
Name: Jeffrey Petagna
Title: General Partner
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COMMONWEALTH OF VIRGINIA

COUNTY OF SPOTSYLVANIA

6 13 3 9p 7. q.^

)

)

)

os

[ the undersigned, a Notary Public in and for the jurisdiction aforesaid, do hereby certify
that SALEM RUN COMPANY LL[ u Virginia Limited Liability Corpor 6on, whose name is
signed to the forcoing instrument, has acknowledged the same before me in the aforesaid
jurisdiction as a duly authorized officer of the corporation.

GIVEN under my hand and seal on , 1995.

[SEAL]

COMMONWEALTH OF VIRGINIA

OF j' (.../ '^r ,
)
)
)

os

I, the undersigned,
uNotam9ubUoinxndfoxthejurisdictiona6,,esaid'dohcrÁy cm)yythat Michael L.MoMumum.P#oidentorC&3TLGDEV2LOPK8ENT CORPORATION, aVirginia corporation as an authorized general partner of SALEM RUN &33OC\ATE8,L.P~/k

Virginia Limkedpurtnurohip.whos*num*ixögned to the Gnregn\nginvtmm,vt, hu,
ucknov,hdGeJthexumebchornm*in\houOornouid'udxd|chonusuduiyuudhorizndoffivoruy:he

GIVEN under my hand and sea on / /
ú, \9Y5/

/
' .
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COMMONWEALTH OF VIRGINIA

) o

I. the und i nrd a Notary Public in and for the jurisdiction aforesaid, do hereby certify
that SALEM RUN COMPANY LLC, a Virginia Limited Liability Corporation, whose name is
signed to the foregoing instrument, has acknowledged the same before me in the aforesaid
jurisdiction as a duly authorized officer o1he corporation.

GIVEN under my hand and seal on

Cd"Ay

)

)

COMMONWEALTH OF VIRGINIA

COUNTY OF

995.

[SEAL]

so:

L the undersigned, a Notary Public in and for the jurisdiction uOnncoid, do hereby certify
that Michael L. McNamara, President ofCASTLE DEVELOPMENT CORPORATION, a
Virginia corporation as an authorized general partner of SALEM RUN ASSOCIATES, L.P., A
Virginia Limited partnership, whose name is signed to the foregoing instrument, has
ackriowledged the same before me in the aforesaid jurisdiction as a duly authorized officer of the

GIVEN under my hand and seal on , 1995.

[SEAL)
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COMMONWEALTH OF VIRGINIA

COUNTY OF
) ss:

I, the undersigned, a Notary Public in and for the jurisdiction aforesaid, do hereby
certify that Jeffrey Petagna, General Partner of CANNON/SALEM RUN L.P. a Virginia
limited partnership, whose name is signed to the foregoing instrument, has acknowledged the
same before me in the aforesaid jurisdiction as a duly authorized partner.

GIVEN under my hand and seal on

DISTRICT OF COLUMBIA ss:

, 1995.

[SEAL]

I, the undersigned, a Notary Public in and for the jurisdiction aforesaid, do hereby
certify that Michael T. Milhaupt, Executive Vice President of First Centrum Corporation, the
managing general partner of HOMES FOR FREDERICKSBURG LIMITED PARTNERSHIP,
a Virginia limited partnership, whose name is signed to the foregoing instrument, has
acknowledged the same before me in the aforesaid jurisdiction as a duly authorized officer of
the corporation.

GIVEN under my hand and seal ,S1995.

11%.
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1, the undersigned, a Notary Public in and for the jurisdiction aforesaid, do herebycertify
that Jeffrey Petagna, General Partner nyCANNON/SALEM RON,L9. a Virginia limitedpurtnership, whose name is signed to the foregoing ins,rvment, has acknowledged the same before
me in the aloresaid jurisdiction as a duly authorized partner.

GIVEN under my hand and seal on
1995.

mc

` ^^---7`~,

G_ao'9g

I, the undersigned,
a Notary Public in and for thejurisdiction

aforesaid, do hereby certify
that Michael T. Milhaupt, Executive Vice President of First Centrum

Corporation, the managcncml partner oIHOMES FOR
FREDERICKSBURG, LP, a Virginia limited partnership,whose name is signed to the foregoing instrument, has acknowledged the sanie before me in theaforesaidjurisdiction as a duly authorized officer of the corporation

GIVEN under my hand and seal on
, 1995.
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COMMONWEALTH OF VIRGINIA
ss:

f-spoTsyt1LAN4A

the undersigned, a Notary Public in and for the jurisdiction aforesaid, do hereby certify
that SALEM RUN HOMEOWNERS ASSOCIATION, INC a Virginia nonstock corporation
whose name is signed to the foregoing instrument, has acknowledged the same before me in the
aforesaid jurisdiction as a duly authorized officer of the corporation.

GIVEN under my hand and seal on , 1995.

60

SEAL1

c,; -.5 -



ACREEMENT TO PARTICIFATE
TN COMN AREA. EXPENSES AND

- CERTAIN CREATIONAL FACTLTTIES
1:1-1C7

This _a=1.t made this -v of April, 1957,

GRE: C LIMITED PA7,INERSHIP, ar Ohio Limited

Pnrtnrs, hereina e- :::d to as "Greens", and ALEM RUN

HOEIET11; ASSOCIATION, INC., hereinafter referred to

"Asociation".

RECITAL

=7A_; , the Association is the owner certain real

EL te htetofcre deeded to the Association by Salem Run

Comcany, L.L.C.; and

1.2 WHEREAS, it is anticipated that additional real es

may be t.,.-ar.2Eerred to the .-tion; and

1.3 wHza:-EAs, all real estate presently owned by c hereafter

deede to the Association shall be held as common area

for th ue and enjoyment of the rneniber of the

Association. All land pre owned or hereaffoe,-

acquired "ìy the Association is herein called "gener

ocuiLon area"; and

1.4 WHEREAS, the Association, as set out in Dec1araton fox:-

Salem. Run Homeowners Association recorded on May 5, 1995,

in the Clerks Office cf the Circuit Court

SQQLzylvani county, /--as tha resloonsibility of

maintaining the general common area (hereinafter called

"General Common rea Maintenance-) wilich 17-4,Lnz

consists of the expenditures for the following:

(-) Maintenance Of the twO existing stormwatsr de:en:ion



ponds.

(b) Maintenance of the lands rAng and
.1vard.

(c)

along both is of Salem

Electric bill
- GM Run Ecil

the street lights plane.

Ur/lrp o t:r.S '- monuments, sgns and
asznc1,.0:ed 1-

' - s m ,./71, :oulevar,-'

CnrOLC es onto ' ol C_ 1-..oa.d.

(e) Maintenance ot the planned 6.1:JI.:alt walking trails.

(f) Ownership and upke
property.

any general common area

(g) A sinking fund or reserve for

above facilities (ponds, trees, signs, trails).
&cement for the

(h) "Overhead" costs, including general liability

insurance, management company fees and accounting

1 5 WHEREAS, Greens is the developer of two parcels of real

estate which real estate when developed will derive some

benefits from the proper maintenance of the general

common area

NOW THEREFORE WITNESS, that or valuable ccnsi

receiptrecelot of which is hereby acknowledged by both parties, che

parties agree to the following:

2.0 A_ssociattcns FE:on5jbjlitv to Maintain the General

Common Area:

2.1 The Association shall be responsible for the

adoption of tha necessary -budget, ,herein called

"General Ccrrmon 2udget", cclLeci7i_or from the

Association Members of each Member's share of the

budgeted costs and for the General Common Area

Maintenance.



3.0 Grr Hesponsibility to Pay ocrtio of ra1 Common

Area Maintenance Costs.

3.1 The C-eens anticipates the development

estate to include 200 townhouse apaments, The

d t of the 200 units will be over a eriod

ct time.

3.2 The Greens will pay to the Association a fractional

share of the General Common Eudget, which fraction shall

be one share for each townhouse apartment developed and

initially occupied.

3.3 The calculation of the share shall be one divided by

the total numlnpr nf built residential units cr homes

existing in Salem Run, with the multi-family aoart.rnents

calculated as one unit per each two built apartIT,ents.

3.4 During the development phase of the Greens project,

and until initially occupied, it '11 pay for each of its

proposed 200 units 259 of one share he General Common

Bud,zet.

4.0 Adoption of General Common Ilcicet.

4.1 The parties agree that the General C mmcn

shall contain only such costs as are reasonably necessary

to provide General Common Area Maintenance and that no

for the maintenance cf any other item shall be

in cluded ir. the tudget without Lhe e;-,;z r4

consent of Greens.

4.2 The ?ssociatior. agrees that pric to the aoçticn cf

the General Corr-non Area E udget it will provide a copy of

1



5.0

6.0

he proai bu budget the Greens and consult with the

c cerning each budgot

snt of Default.

In the even: th c..-1,-.=ns fail to pa'.'

contri-ut on, the Association's rameciv hi1 he an

action at law tc obtain a Judgment against the Greens for

Such SUMS with ir:.e the lawful ratC from the date

originally due as it might owe the Associa

treenn

6.1 In the event the Association fails to perform its

obligation hereunder the Greens shall have the right, but

not the duty, to maintain, repair or pay flor any cr all

cE the items cf common area maintenance set forth in

paragraph 1.4 hera.of.

6.2 In the event the Greens expends any funds on the

maintenance cf the common area items, hv reason of

failure of the Association to perform the proper

matntenance. it shall be entitled to recover against the

h Event of Default.

ation the actual costs expended plus 20% as

liquidated damages.

6.3 The Greens shall have both its

agreed

actions at law and

equity against the Association. The right of specific

performance t combel the Association to ad.=:.

reasonable general common area budget and to collect the

share of 61.2.(;11 --,;(:g t. from indivial msmhrs is

specifically reserved.

LC Miscellaneous Provisions.



7.1

shall n:-.112: to the

their succe

7.2 The pa

, that

the

n fit of th(

1-5 and assigns.

f this heme

es hetto and

- executing this rm: arrant to each

. have the a, t _., to execute tl.ls

ag-eament and to bind the parties to the terms he-.

7.3 The parties agree that in the event legal action

instituted by either party hereto that the sole -enue for

such action shall be in the Circuit Court cf Spotsylvania

County, Virginia.

The parties agree that in the event legal action is

instituted by either party, that both parties

specifically waive trial hy jury, and that the prevailing

party in such action shall be entitled to recover from

the losing party, as part of its jUdgment, its reasonable

attorneys fees, court costs, trial preparation costs and

witness fe

8.0 21.vai a " itv of Greenq Racreational

0.1 The Greens will construct within their project a

pool, clubhouse, tennis courts, mini-ps.-%, arid

ballfields. The owners of the 58 Clanned (or emisting)

single family units in Salem Run ,shall have the
option to

use the forgoing facilities. The single family unit

owners, electing use said facilities, shall pav to

:cens a reasonabLe annual fee f the 1:).7.-..7.-rd ccst cf

the operation and maintenance of these facilities.

pro-rated fee shall not exceed 1/258th cf the total cost,



The use 11.EG he first year shall be the lesLier cf

1/2587.h of the total cost or $240.00.

fo11owing ignal-u-e.! and sea's:

C-REEN OF SAT.FM RI7N LIMITED P_L.7NERSHTP

By:

SA_EM. RUN dTATTON, INC.



The use fee for the first yea" 1. 'ce the lesser oE

1/25Et.h of the tote]. cost or $240.00.

w:TNMES the o11wirg 54-natures and saala:

ZO'd 2,3n3a7.20r-3

GRIME OF SALEM RUN

By:

FARTNBRSaIP

SALEM B.Z.N - -NZAS A.SDCITIN, INC.

Ey:
sider.t

2t:717.,



ADDENDUM
TO

DECLARATION
FOR

SALEM RUN HOMEOWNERS ASSOCIATION, INC.

In the fourth (4th) line of the definition of "Mortgagee" in Section 1.1(u), the words 'Wany
other lender regularly engaged in financing", is changed to "any other entity whose regular
business includes providing financing for".

In Section 1.3(c), the first two sentence at the top of page 12 are changed to read as follows:
"The Class C members shall be the Owners of the Lots designated for multi-family units.
Each Class C member shall have one vote for each ten (10) units owned".

Article 3 is hereby modified to confirm that any rights on the part of the Declarant orAhe
Association to grant or create easements or rights on, over, in, or with respect to any Lot shall
terminate upon the conveyance of such Lot to a Builder or Owner.

In lines 10, II, and 12 of Section 4.1, the phrase "to such additional covenants and
restrictions as may be necessary to reflect the different characteristics of such portion of the
Property" is repeated twice, and the second repetition of such phrase is hereby deleted.

In the fifth (5th) line of Section 6.1(b)(ii), the words "have not have incurred" are changed to
"have not been incurred".

In the third (3rd) line of Section 6.2(a)(i)(a.), the word "owner" is changed to "Owners"; and
at the end of the Section, add the following sentence: "The Owners of the multi-family units
(the Class C members) will not be subject to special assessments, additional assessments, or
other charges, ,except only for violations of this Declaration to the extent provided herein."

At the end of Section 6.2(a)(iii)(a.), add the words "for every two (2) units".

In Section 6.2(a)(iii))(b.)[1.][b.), the parentheticals for the Consumer Price Index are changed
to "(1982-84 = 100)".

The "(c.)" on page 23 is changed to "(c.)".

In Section 6.2(c) "Subjection 12.1(h)" is changed to "Section 12.1(h)".

A-1 (Pages A-2 and A-3 follow
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The first (1st) sentence of Section 6.4(b) is hereby changed by replacing from the word"except" in the fifth (5th) line through the end of the sentence with the following: "except thatunpaid Assessments for a period extending both before and after the time such holder orpurchaser comcs into possession of such Lot shall be pro rated on a daily basis over thenumbcr of days in the period covered by the Assessment, and such holder or purchaser shallbe responsible only for the pro rated portion of the Assessment applicable to the period afterthe time such holder or purchaser comes into possession of such Lot."

In the second (2nd) line of Section 6.6, the word "purchases" is changed to 'purchaser".
In the eighth (8th) line of Section 7.2, the word "ware" is changed to "wear".
Sections 8.1 and 8.2(u) are amended to allow each Class C member to include a leasing officeand such other attendant commercial uses as arc allowed by applicable zoning ordinances inthe multi-family buildings constructed on such member's Lots.

Section 8,2(j) is amended to grant each Class C member the right to maintain a marketing andleasing trailer on its Lots.

In the first (1st) line of Section 8.2(v), the word "constructed" is changed to "construed"; andin the third (3rd) line the "(I)" is changed to "(i)".

In fourth (4th) line of Section 8.3, the word "consistent" is changed to "inconsistent".
In the sixth (6th) line of Section 9.3(a), the words "Declarant may establish the" are deleted.Section 11.2 is amended to provide that for the multi-family Lots, the restoration or clearingaway periods shall bc extended for such longer periods as are necessary assuming reasonablediligence on the part of the applicable Owner in pursuing such restoration or clearing away.

In the seventh (7th) line of Section 12.3, before the word "Mortgage" add: "foreclosure, andnothing herein shall relieve any".

Clause (iii) of Section 14.1 is hereby changed to read as follows: "(iii) to reflect in the legaldescriptions of the Submitted Land or the Additional Land, as necessary, any changes resultingfrom therelocation of boundary lines between the Common Area and any Lot or between Lotscaused by an approved resuhdivision of all or any of the Property;.

The provisions of Article 17 shall not be applicable to any common driveway or ingress andegress easement/area which is the subject of a separate, recorded casement agreement to whichthe Declarant or the Association is a party.

A-2 (Page A-3 follows)
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The provisions of the following Sections shall not apply to the Owners of the multi-family
units (Class C member): 6.1(d)(iv), 6.2(a)(iii))(c.), 6.2(d), 6.3(a), 7.3, 8.2(h), 8.2(k), 8.5(a),
and 9.4.

The Declarant and dic Assix-iation acknowledge and agree that the development of the
property known as Parcel F2B, Salem Run, shown on the plat dated October 6, 1995, by
Harry A.V. Lundstrom, Jr., recorded in Plat File 5, Pages 393 and 394, among the land
records of Spotsylvania County, Virginia, and of the property known as Parcel F2A of Salem
Run (also shown on the said plat recorded in Plat File 5, Pages 393 and 394, among the land
records of Spotsylvania County, Virginia, substantially in accordance with the site 'plan and
architectural plans submitted in connection with the Conditional Use Permit CP95-1,.approved
by the Spotsylvania County Board of Supervisors on April 25, 1995, will satisfy all
architectural review and construction review and approval iequirements under this Declaration
or at any time imposed by this Declaration, the Declarant, the Association, or any '
architectural review or covenants committee established hereunder or by the Declarant or the
Association.

A-3

H:TLIENTS.250107 \110AADDE.AOR
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EXR/BIT "A"

submitted Land

1. Owned by Cannon/Salem Run Limited Partnership:

All that parcel of 0.8894 acres which is subdivided as Section 5,
Phase lA of Salem Run Subdivision as shown on plat of Joseph C.
Coppedge, L.S., dated June 26, 1995, and recorded in the Clerk's
Office of the Circuit Court of Spotsylvania County, Virginia, in
Plat File 5, at Page 325.

Being a portion of the same property acquired by Cannon/Salem Run
Limited Partnerehip, a Virginia limited partnership, by Deed of
Salem Run Company, L.L.C., a Virginia limited liability company,
dated November 3, 1995, and recorded in the aforesaid Clerk's
Office in Deed Book 1333, at Page 241.

2. Owned by Salem Associates, L.P.:

All that certain tract or parcel of land, with all improvements
thereon and all appurtenances thereto, situate, lying and being
in the Courtland Magisterial District, Spotsylvania County,
Virginia, and containing 13.1050 acres, being Parcel E of Salem
Run Subdivision, designated as "Parcel "E" on that certain plat
prepared by Harry A. V. Lundstrom, Jr., dated November, 1994,
14st revised November 29, 1994, -consisting of three sheets,
entitled "Plat Showing Parcel E & F, Salem Run, Courtland
District, Spotsylvania County, Virginia," and recorded in the
Clerk's Office of the Circuit Court of Spotsylvania County,
Virginia, in Plat File 4, at Pages 761 through 763.

Being the same property acquired by Salem Run Associates, L.P., a
Virginia limited partnership, by Deed of Salem Run Company,
L.L.C., a Virginia limited liability company, dated November 28,
1994, and recorded November 30, 1994, in the aforesaid Clerk's
Office in Deed Book 1262, at Page 425.

3. Owned by Homes for Fredericksburg Limited Partnership:

All that certain plot, piece or parcel of land situate, lying and
being in Spotsylvania County, Virginia, and more particularly
deacribcd as Parcel F2B, Salem Run, containing 4.1179 acres,
shown on the plat dated October 6, 1995, prepared by Harry A. V.
Lundstrom, Jr., and recorded in the Clerk's Office of the Circuit
Cóurt of Spotsylvania County, Virginia, in Plat File 5, at Page
393.

Being the same property acquired by Homes for Fredericksburg
Limited Partnership, a Virginia limited partnership, by Deed of
Salem Run Company, L.L.C., a Virginia limited liability company,
dated November 13, 1995, and recorded November 15, 1995, in the
aforesaid Clerk's Office in Deed Book L535 , at Page 62
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EXHIBIT "B"

Additional Land

All of the remainder of that parcel of land lying in theCourtland Magisterial District, Spotsylvania County, Virginia,shown as 97.7638 acres on plat of Salem Run by Harry A. V.Lundstrom, Jr., C.E., dated September 26, 1994, and recorded inthe Clerk's Office of the Circuit Court of Spotsylvania County,Virginia, in Plat File 4, at Page 683;

Less and except, however:

1. Section 5, Phase lA of Salem Run, consisting of 0.8894 acreson plat of Joseph C. Coppedge, L.S., dated June 26, 1995, andrecorded in Plat File 5, at Page 325;

2. That parcel of 13.1050 acres conveyed unto Salem RunAssociates, L.P., by Deed dated November 30, 1994, and recordedin Deed Book 1262, at Page 425; and

4. That parcel of 4.1179 acres described au Parcel. F2B, SalemRun, conveyed unto Homes for Fredericksburg Limited Partnershipby Deed dated November 13, 1995, and recorded in Deed Book 13.35at Page 62 .

Leaving a tract of 79.6515 acres, more or lees, as AdditionalLand.

;

.07;',!TAii, !'.11,61..f.:11.011111.ii County, to-vit:
54k3:1 1.1.,4 (1.1'¡(;Cfice of the Ccilnty tird LA...'.te aCorerAid th .7 . ...,-daY of1\-roonrk-f , 1.9.!...1.. at It' .(1.-.. G ' e ;ovk ___!..1_._ IL the
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.:.nexcri certificate iir ddkilewleclirpent.
i:-.e tax II:posed by Seetion 58.V.-1 in the ar:ount (it' E two been paid
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FIRST AMENDMENT TO DECLARATION FOR
SALEM RUN HOMEOWNERS ASSOCIATION, INC.

This First Amendment to Declaration for Salem Run

Homeowners Association, Inc., made this Q7 däy of

1996, by Salem Run Company, L.L.C., a

Virginia limited liability company ( "Declarant "), provides:

WHEREAS, by Declaration for Salem Run Homeowners

Association, Inc. recorded on May 5, 1995, in the Clerk's

office of the Circuit Court of Spotsylvania County in Deed

Book 1339 at page 683 (the "Declaration "), the Declarant

established the Dec],axation for 8aldm Run subdivision as

described therein, and

WHEREAS, in Section 14.1 of Article 14 of the

Declaration, the Declarant reserved the right to

unilaterally amend any provision of the Declaration or any

Supplementary Declaration in order to satisfy the

requirement of any Government, Government Agency, Secondary

Mortgage Agency or Mortgagee; and

WHEREAS, the Declarant desires hereby to amend the

Declaration in order to satisfy the requirements of the

Department of Veterana Affairs for Planned Unit

Developments.

Now, therefore, the Declarant does hereby amend the

Declaration as follows;

1. That subparagraph (iv) of Paragraph (d) ;nitial

1 Ca P of Section 6.1

Poel-It Fax Note 7671
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De ernin- , Co L t3 Er e ses tria = -.d -et of Article VI be

amended and restated as follows:

(d) Initial Assessment and Initial Capital,

Payment.
(iv) Each initial purchaser, other than

the Declarant or a Builder, shall pay at settlement an

"Initial Capital Payment" equal to $100 for such

purchaser's Lot to provide necessary working capital

for the Association. Such funds may be used for any

operational costs, certain prepaid items, initial

equipment, supplies, organizational coats and other

start -up costs, as the board of Directors may

determine. Such funds shall not be used to pay or

offset expenses incurred by the Declarant in the

development of the Property.

2. That Paragraph (a) Special one -tim' Ageeeajpent of

Section 6.3 :tees- +tent A
b th

and Builders E4emptiene of Article VI shall be appended and

restated as follows:

Section 6.3 A
Declarant a d Builders Exempt on

(a) Special One -time Assessment. The

Builder if determined by the Declarant, shall make a

one -time payment of One Hundred Fifty Dollars ($150.00)

per dwelling unit permitted under the Development plan

with respect to each Lot. The foregoing sum shall be

this upon conveyance of the lot by the Declarant.

b h

For no long as the Builders pay the one-time

Assessment for the unoccupied Lots, the Builder or

Declarant, as applicable, must maintain such Lot. In

addition, during the Declarant Control Period, the

Declarant and Builder must fund all operating budget

deficits, as determined by the Board of Directors. The

Declarant's and Builder's obligation under this Section

does not include any expenses or reserve contributions

that the association is unable to meet because of

nonpayment of any Owner's Assessment or because of

unusual or extraordinary expenses not part of the

operating budget. The obligations of the Declarant and

Builders under this section shall be a lien against the

portion of the Property owned by the declarant or euch

Builder, as appropriate. Lots owned by the Declarant

or a Builder shall be assessed at 25% of the annual
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rate until initially occupied or convoyed to Owners
other than the Declarant or a Builder. After such Lots
or dwellings are initially occupied or conveyed to
Owners other than the Declarant or a Builder, such Lots
shall be assessed at the annual rate for similar Lots
or dwellings not owned by the Declarant or a Builder.

In all other respects the Declaration is ratified and

restated.

IN WITNESS WHEREOF, the undersigned has caused the

Declaration to be signed pursuant to due and proper

authority as of the date first set forth above.

COMMONWEALTH OF VIRGINIA
City/eeenty-of

SALEM RUN COMPANY, LLC
a Virginia Limited Li

Company

Edward O.
Ma mber

I, ..

for the on aforesaid, do hereby certify that
Edward O. Minniisar, of Salem Run Company, LLC,

. personally appeared e e me and acknowledged the foregoing
instrument this ,..,27ay Q f 4 ,C,.. ,, 1996.

to-wit:

, a notary public in and

My Commission expires:

Public



Design Document

SALEM RUN HOA INC.



OVERVIEW OF VILLAS OF SALEM RUN HOA REGULATIONS

The “articles of incorporation” for the Villas of Salem Run HOA specify certain restrictions 
intended to protect the interests of all homeowners/HOA members.  Highlights are listed below.

Article 8 Restrictions

Section 8.1 No non-residential use of property.

Section 8.2 Restrictions related to:
(a)  Waste
(b) Improper, offensive or unlawful use of property
(c) Harmful discharges
(d) Unreasonable loud noise
(e) Obstruction of common areas
(f) Temporary use of common areas must be approved by the Board
(g) Posting of signs (political, yard sale, etc.)
(h) Restriction related to when to set out trash/recycle containers.
(i) Landscape plantings
(j) Temporary structures such as tents, shacks, kennel runs, etc.
(k) Removal of trees from lots or “no cut” designated area
(l) Installation of TV or radio antennas/max size of satellite dish
(m) Fencing; also see article 16
(n) No commercial vehicles, trailers, campers, boats or derelict vehicles
(o) No timesharing or short-term by multiple parties
(p) Animals other than domestic pets
(q) Exterior lighting
(r) Design of mailboxes and newspaper tubes
(s) No exterior clotheslines
(t) Pools
(u) Professional offices
(v) Construction activities

Article 9 Architectural Review

Section 9.1
(a) All modifications to property and structure must be approved in advance by the Board

Article 12 Compliance & Fines

Section 12.1 Homeowners must comply with HOA regulations
 (f) HOA right to enter property (other than house) related to violations
 (h) Violations can result In a $10 per day fine and lien on property

For complete information related to these topics, and others not mentioned above, refer to your 
copy of the homeowners’ documents (notebook you received after closing on property)
(July 2013 version)
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Regular Meeting Minutes

SALEM RUN HOA INC.



November 1, 2016 

Board of Directors Meeting 

 

Meeting called to order at 6:10pm with proof of quorum 

Meeting agenda approved- Shenan motions, Kathy seconds, all in favor 

October 5, 2016 meeting minutes approved-Ashley motions, Shenan seconds, all in favor 

No homeowner comments 

No financials to review 

Officer Reports-Kathy noted that there were several driveways that might need to be power washed. 
This will be revisited in the spring.  

No management report 

No old business to discuss 

New Business: 

-Action Lawns contract coming up for review. Will table for now and possibly get additional quotes to 
compare. Discussed edging on sidewalks and driveways being too wide and inquired about leaf removal 

-2017/2018 Management Agreement was approved-Kathy motions, Shenan seconds, all in favor 

-Audit proposal was approved-Ashley motions, Kathy seconds, all in favor 

-2017 Budget approved-Shenan motions, Ashley seconds, all in favor. Slight raise in dues to help in 
increased expenses. Will send letter letting homeowners know with payment coupons 

Enter into executive session at 7:24pm to discuss hearings- Kathy motions, Shenan seconds, all in favor 

Exit executive session at 7:54pm-Shenan motions, Kathy seconds, all in favor 

Decisions regarding hearings: 

Case A-C 39483-6124/7213/7077: Property to assess $10 a day not to exceed 90 days for mold/dirt on 
side of house and overgrowth/weeds in beds. Property to assess one time fee of $50.00 for trash can 
not being stored properly (Shenan motions, Ashley seconds, all in favor) 

Case D 38682-6148: No violation seen at this time (Ashley motions, Kathy seconds, all in favor) 

Case E-F 44433-5424/6155: Property to assess $10 a day not to exceed 90 days for various items being 
stored in the front of the house as well as overgrowth/weeds in beds. (Shenan motions, Kathy seconds, 
all in favor. 

Case G 33530-7206: No violation seen at this time (Ashley motions, Shenan seconds, all in favor) 

Meeting Adjourned At 7:58pm-Ashley motions, Kathy seconds, all in favor  



HOA Meeting Notes 10/5/16 

Meeting called to order at 6:00pm- Kathy motions, Ashley seconds, all in favor 

Quorum preset 

Agenda Approved- Kathy motions, Ashley seconds, all approved 

Meeting Notes from July 6th, 2016 Approved- Ashley motions, Kathy seconds, all approved 

Homeowner Comments: 

- 11726 Collinwood New homeowner: received welcome packet, just wanted to introduce himself 

- Landscaping issues: 

o Bagger not being used in some areas causing debris to be thrown 

o When baggers are used, clippings are being emptied at pond area on Abingdon Ct 

o Down spouts are being chewed up by weed eating 

Financials: Patrick reviews  

Officer Reports: 

- Kathy: Abingdon Ct-compliance issues are being addressed 

- Ashley: Street light out on Abingdon between 11509 & 11511 (lamp #GC26) 

- Shenan: Nothing to report 

Management Report: Patrick reviews 

- Inspections were completed 10/5/16 and letters were sent out 

- If hearings are needed for compliance issues, will be held on November 1st 

Old Business: 

- Reviewed ARC Guidelines: Sections 3.5 to 3.6.1 

- Will continue next sections at next meeting 

New Business: Reviewed Compliance Due Process Procedure 

Executive Session: Begins at 7:17pm-Ashley motions, Shenan seconds, all in favor 

Exit Executive Session at 7:47pm- Ashley motions, Shenan seconds, all in favor 

Meeting Adjourned at 7:53pm-Kathy motions, Ashley seconds, all in favor 



HOA Meeting 7/6/16 
Meeting called to order at 6:03pm 
Quorum is present 
Approval of Agenda: Kathy motions, Shenan seconds, all in favor 
Approval of Meeting Minutes: Kathy motions, Ashley seconds, all in favor 

- April 6, 2016 & June 22, 2016 
Homeowner Comments 
-Complaints regarding Abingdon Ct: 
 - Tractor trailer parked in driveway 
 - Truck half parked on driveway and lawn 
 - Soliciting (advised to call Sheriff’s Office is sellers do not leave property as asked) 
Patrick reviews the financials for first quarter March 31, 2016 
Officer Reports 
 -Kathy: need updated listings of violations and inspections completed- to be done next week 
 -Ashley/Shenan: nothing to report 
Management Report 
 -Patrick review street light outages; total of 10 lamps. Should be repaired within next two weeks 
Old Management 
 -2015 Final Audit 
 -Draft ARC Guidelines-will need to schedule meeting to review updates as of June 22, 2016 
New Business 
 -Sperlonga Data and Analytics: Decided to table indefinitely. Shenan motions, Kathy seconds, all 
in favor 
Executive Session begins 6:35pm:  Kathy motions, Ashley seconds, all in favor 
Exit Executive Session at 6:59pm: Ashley motions, Kathy seconds, all in favor 
Acct #41907- waived late fee: Shenan motions, Ashley seconds, all in favor 
Meeting adjourns at 7:00pm: Kathy motions, Shenan seconds, all in favor 



HOA Special Meeting 6/22/16   

Board of Directors Meeting 

-6:02pm Meeting call to order 

-Quorum present 

-Agenda Approved: Ashley motions, Kathy seconds, all approved 

Homeowner Comments: 

- Abingdon Ct house: issue with trash cans and covered trailer 

- Two guys with big dogs are allowing their dogs to defecate in yards-not from neighborhood 

- Bald spots in lawn, lawn ornaments have gone missing-possibly stolen 

- Mowers digging into lawn scalping several areas because of how they cut the grass 

- Kids hanging out in Halifax Ct around 11-12 at night 

Officer Reports: Nothing to discuss 

Unfinished Business: 

- ARC Guidelines 

o Will make effective January 1 2017 

o Open discussion on items included in ARC Guidelines-review about half of the 

document and made revisions 

Meeting Adjourned 7:30pm: Kathy motions, Shenan seconds, all in favor 
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Description.  Salem Run HOA is located in Fredericksburg, Virginia.  
Constructed in 1995, the community consists of 696 single family homes 
and townhomes.  The survey examined the common elements of the 
property, including: 
 

• Perimeter fencing 
• Storm water management system 
• Asphalt trail 
• Entrance signs 
 

Level of Service.  This study has been performed as a Level 2 Update 
with Site Visit/On-Site Review as defined under the National Reserve 
Study Standards that have been adopted by the Community 
Associations Institute.  As such, the component inventory is based on 
the study that was performed in 2010 by Richard J. Schuetz, AIA.  The 
inventory was adjusted to reflect changes as provided by the Community 
Manager or adjustments were made based on the site visit and visual 
inspection performed by the Analyst.  The included fund status and 
funding plan have been developed from analysis of the adjusted 
inventory. 
 

Section A 
 

Replacement Reserve Analysis 
 

Executive Summary - A1 
General Information - A2 

Current Funding - A3 
Cash Flow Method Funding - A4 

Inflation Adjusted Funding - A5 
Comments - A6 

 
 

Section B 
 

Replacement Reserve Inventory 
 

Replacement Reserve Inventory  
General information - B1 

Replacement Reserve Inventory  
Comments - B2 

Schedule of Projected Replacements  
and Exclusions - B3 

 

Section C 
 

Projected Annual Replacements 
 

Projected Annual Replacements  
General Information - C1 

Calendar of  
Projected Annual Replacements - C2 

 

Section D 
 

Condition Assessment 

 

Appendix 
 

Accounting Summary - CF1 
Component Method - CM1 

 
Overview, Standard Terms, and Definitions 

 
Video Answers to Frequently Asked Questions 

 

 



 

To aid in the understanding of this report and its concepts and practices, on our web site, we have 
developed videos addressing frequently asked topics.  In addition, there are posted links covering a 
variety of subjects under the resources page of our web site at mdareserves.com. 
 
Purpose.  The purpose of this Replacement Reserve Study is to provide Salem Run HOA (hereinafter 
called the Association) with an inventory of the common community facilities and infrastructure 
components that require periodic replacement.  The Study includes a general view of the condition of 
these items and an effective financial plan to fund projected periodic replacements. 
 
• Inventory of Items Owned by the Association.  Section B lists the Projected Replacements of the 

commonly owned items that require periodic replacement using funding from Replacement Reserves.  
The Replacement Reserve Inventory also provides information about excluded items, which are items 
whose replacements are not scheduled for funding from Replacement Reserves. 

 
• Condition of Items Owned by the Association.  Section B includes our estimates of the normal 

economic life and the remaining economic life for the projected replacements.  Section C provides a 
year-by-year listing of the projected replacements.  Section D provides additional detail for items that 
are unique or deserving of attention because of their condition or the manner in which they have been 
treated in this study. 

 
• Financial Plan.  The Association has a fiduciary responsibility to protect the appearance, value, and 

safety of the property and it is therefore essential the Association have a financial plan that provides 
funding for the projected replacements.  In conformance with American Institute of Certified Public 
Accountant guidelines, Section A, Replacement Reserve Analysis evaluates the current funding of 
Replacement Reserves as reported by the Association and recommends annual funding of 
Replacement Reserves by the Cash Flow Method.  Section A, Replacement Reserve Analysis 
includes graphic and tabular presentations of the Association’s current funding and the recommended 
funding based on the Cash Flow Method.  An Executive Summary of these calculations is provided 
on Page A1.  The alternative Component Method of funding is provided in the Appendix. 

 
Basis.  The data contained in this Replacement Reserve Study is based upon the following: 
 
• The Request for Proposal submitted and executed by the Association. 

 
• Miller - Dodson performed a visual evaluation on July 20, 2015 to determine a remaining useful life 

and replacement cost for the commonly owned elements of this facility. 
 
• This study contains additional recommendations to address inflation for the Cash Flow Method only.  

For this recommendation, Miller - Dodson uses the Producers Price Index (PPI), which gauges 
inflation in manufacturing and construction.  Please see page A5 for further details. 

 
To-Scale Drawings.  Site and building plans were not used in the development of this study, since this 
was a Level 2 Update.  We recommend the Association assemble and maintain a library of site and 
building plans of the entire facility.  Record drawings should be scanned into an electronic format for safe 
storage and ease of distribution.  Upon request for a nominal fee, Miller - Dodson can provide scanning 
services. 
 
Current Funding.  This reserve study has been prepared for Fiscal Year 2016 covering the period from 
January 1, 2016 to December 31, 2016.  The Replacement Reserves on deposit as of May 18, 2015 are 
reported to be $27,178.27.  The planned contribution for the fiscal year is $5,865.  This results in a 
Reserve Fund balance at the start of the fiscal year as follows: 
 
 
 
   

http://mdareserves.com/video-library�
http://mdareserves.com/resources/links�
http://mdareserves.com/resources/links�


 

May 18, 2015 balance $27,178.27 
7 months contribution $3,421.25 
Planned expenditures $0 
FY 2016 opening balance $30,599.52 

 
The balance and contribution figures have been supplied by the managing agent and confirmation or 
audit of these figures is beyond the scope of the study.  For the purposes of this study, it is assumed that 
the annual contribution will be deposited at the end of each month. 
 
Acknowledgement.  Miller - Dodson Associates would like to acknowledge the assistance and input of 
the Community Manager, Ms. Michelle Bolte who provided very helpful insight into the current operations 
of the property and clarified the components to be included. 
 
Analyst’s Credentials.  Mrs. Heather N. Naples holds a Bachelors Degree in Civil Engineering and a 
Masters Degree in Engineering Administration from Virginia Tech.  A registered Professional Engineer, 
Mrs. Naples has experience in all phases of project design, contract administration, and inspection of 
public and private facilities.  As an Engineer, she has completed multiple facilities engineering studies, life 
cycle cost studies, and analysis for repair versus replacement of facilities and systems.  She is currently 
an Engineer and Reserve Specialist for Miller - Dodson Associates. 
 
Respectfully submitted, 

 
 
 
 

 
 
 
 
Heather Naples, RS, PE 
Reserve Specialist 
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EXECUTIVE SUMMARY

The Salem Run HOA Replacement Reserve Analysis uses the Cash Flow Method (CFM) to
calculate Replacement Reserve funding for the periodic replacement of the 6 Projected Replacements
identified in the Replacement Reserve Inventory.

$3,590 RECOMMENDED REPLACEMENT RESERVE FUNDING FOR THE STUDY YEAR, 2016
$0.43 Per unit (average), minimum monthly funding of Replacement Reserves

We recommend the Association adopt a Replacement Reserve Funding Plan based on the annual funding
recommendation above.  Inflation adjusted funding for subsequent years is shown on Page A5.

Salem Run HOA reports a Starting Balance of $30,600 and Annual Funding totaling $5,865.
Current funding is greater than the funding necessary for the $159,360 of Projected Replacements scheduled in 
the Replacement Reserve Inventory over the 40-year Study Period. See Page A3 for more detailed information.

#1 - Cumulative Replacement Reserve Funding and Expenditures Graph

The Current Funding Objective as calculated by the Component Method (Fully Funded) is $30,303 making the reserve 
account 101.0% funded.  See the Appendix for more information on this method.
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REPLACEMENT RESERVE ANALYSIS - GENERAL INFORMATION

The Salem Run HOA Replacement Reserve Analysis calculations of recommended funding of
Replacement Reserves by the Cash Flow Method and the evaluation of the Current Funding are based upon the
same Study Year, Study Period, Beginning Balance, Replacement Reserve Inventory and Level of Service.

2016  STUDY YEAR

The Association reports that their accounting year begins on January 1, and the Study Year, the first year
evaluated by the Replacement Reserve Analysis, begins on January 1, 2016.

40 Years  STUDY PERIOD

The Replacement Reserve Analysis evaluates the funding of Replacement Reserves over a 40-year Study Period.

$30,600  STARTING BALANCE

The Association reports Replacement Reserves on Deposit totaling $30,600 at the start of the Study Year.

Level Two  LEVEL OF SERVICE

The Replacement Reserve Inventory has been developed in compliance with the National Reserve Study
Standards for a Level Two Study, as defined by the Community Associations Institute (CAI).

$159,360  REPLACEMENT RESERVE INVENTORY - PROJECTED REPLACEMENTS

The Salem Run HOA Replacement Reserve Inventory identifies 6 items that will require periodic
replacement, that are to be funded from Replacement Reserves.  We estimate the cost of these replacements will
be $159,360 over the 40-year Study Period. The Projected Replacements are divided into 8 major categories
starting on Page B3.  Pages B1-B2 provide detailed information on the Replacement Reserve Inventory.

#2 - Annual Expenditures for Projected Replacements Graph 
This graph shows annual expenditures for Projected Replacements over the 40-year Study Period.  The red line shows the average annual expenditure
of $3,984.  Section C provides a year by year Calender of these expenditures.

40-year Average

$3,984
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UPDATING

UPDATING OF THE FUNDING PLAN
The Association has a responsibility to review the Funding Plan annually.  The review should include a comparison
and evaluation of actual reserve funding with recommended levels shown on Page A4 and A5.  The Projected 
Replacements listed on Page C2 should be compared with any replacements accomplished and funded from  
Replacement Reserves.  Discrepancies should be evaluated and if necessary, the Reserve Study should be updated
or a new study commissioned.  We recommend annual increases in replacement reserve funding to account for the 
impact of inflation.  Inflation Adjusted Funding is discussed on Page A5.  

UPDATING OF THE REPLACEMENT RESERVE STUDY
At a minimum, the Replacement Reserve Study should be professionally updated every three to five years or after
completion of a major replacement project.  Updating should also be considered if during the annual review of the 
Funding Plan, discrepancies are noted between projected and actual reserve funding or replacement costs.  Updating
may also be necessary if there is a meaningful discrepancy between the actual inflation rate and the inflation rate 
used for the Inflation Adjusted Funding of Replacement Reserves on Page A5. 

ANNUAL EXPENDITURES AND CURRENT FUNDING
The annual expenditures that comprise the $159,360 of Projected Expenditures over the 40-year Study Period and
the impact of the Association continuing to fund Replacement Reserves at the current level are detailed in Table 3.

#3 - Table of Annual Expenditures and Current Funding Data - Years 1 through 40
Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Starting Balance $30,600
Projected Replacements ($9,300) ($15,750) ($5,000)

Annual Deposit $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865

End of Year Balance $27,165 $33,030 $23,145 $29,010 $34,875 $40,740 $41,605 $47,470 $53,335 $59,200

Cumulative Expenditures ($9,300) ($9,300) ($25,050) ($25,050) ($25,050) ($25,050) ($30,050) ($30,050) ($30,050) ($30,050)
Cumulative Receipts $36,465 $42,330 $48,195 $54,060 $59,925 $65,790 $71,655 $77,520 $83,385 $89,250

Year 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Projected Replacements ($20,100) ($11,280) ($5,000) ($15,750) ($10,750)

Annual Deposit $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865

End of Year Balance $65,065 $70,930 $56,695 $62,560 $57,145 $63,010 $63,875 $53,990 $59,855 $54,970

Cumulative Expenditures ($30,050) ($30,050) ($50,150) ($50,150) ($61,430) ($61,430) ($66,430) ($82,180) ($82,180) ($92,930)
Cumulative Receipts $95,115 $100,980 $106,845 $112,710 $118,575 $124,440 $130,305 $136,170 $142,035 $147,900

Year 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Replacements ($9,300) ($5,000) ($10,800)

Annual Deposit $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865

End of Year Balance $60,835 $66,700 $72,565 $78,430 $74,995 $80,860 $81,725 $76,790 $82,655 $88,520

Cumulative Expenditures ($92,930) ($92,930) ($92,930) ($92,930) ($102,230) ($102,230) ($107,230) ($118,030) ($118,030) ($118,030)
Cumulative Receipts $153,765 $159,630 $165,495 $171,360 $177,225 $183,090 $188,955 $194,820 $200,685 $206,550

Year 2046 2047 2048 2049 2050 2051 2052 2053 2054 2055
Projected Replacements ($27,030) ($14,300)

Annual Deposit $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865 $5,865

End of Year Balance $94,385 $100,250 $79,085 $84,950 $90,815 $96,680 $88,245 $94,110 $99,975 $105,840

Cumulative Expenditures ($118,030) ($118,030) ($145,060) ($145,060) ($145,060) ($145,060) ($159,360) ($159,360) ($159,360) ($159,360)
Cumulative Receipts $212,415 $218,280 $224,145 $230,010 $235,875 $241,740 $247,605 $253,470 $259,335 $265,200

EVALUATION OF CURRENT FUNDING
The evaluation of Current Funding (Starting Balance of $30,600 & annual funding of $5,865), is done in today's
dollars with no adjustments for inflation or interest earned on Replacement Reserves.  The evaluation assumes
Replacement Reserves will only be used for the 6 Projected Replacements identified in the Replacement Reserve
Inventory and that the Association will continue Annual Funding of $5,865 throughout the 40-year Study Period. 

The Component Method (provided in the Appendix) is a little used Replacement Reserve funding 
methodology generally recognized for calculating MAXIMUM rational funding.  The $5,865 annual funding is
approximately 188 percent of the $3,117 Component Method recommended funding in 2016, the Study Year
Evaluation of the 6 Projected Replacements calculates an average annual expenditure over the next 40 years
of $3,984.  Annual funding of $5,865 is 147 percent of the average annual expenditure.

In summary, Current Funding as reported by the Association and outlined above, is greater than what is needed 
to provide timely and adequate funding for the $159,360 of Projected Replacements scheduled in the
Replacement Reserve Inventory over the 40-year Study Period.
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CASH FLOW METHOD FUNDING

$3,590 RECOMMENDED REPLACEMENT RESERVE FUNDING FOR 2016
$0.43 Per unit (average), minimum monthly funding of Replacement Reserves

Recommended Replacement Reserve Funding has been calculated using the Cash Flow Method (also called 
the Straight Line or Threshold Method).  This method calculates a constant annual funding between peaks in 
cumulative expenditures, while maintaining a Minimum Balance (threshold) in the Peak Years.

 Peak  Years.  The First Peak Year occurs in 2048 with Replacement Reserves on Deposit dropping to the
Minimum Balance after the completion of $145,060 of replacements from 2016 to 2048.  Recommended
funding declines from $3,590 in 2048 to $3,575 in 2049. Peak Years are identified in Chart 4 and Table 5.

 Minimum Balance.  The calculations assume a Minimum Balance of $4,000 in Replacement Reserves.  This
is approx. 12 months of average expenditures based on the $3,984, 40-year average annual expenditure.

 Cash Flow Method Study Period.  Cash Flow Method calculates funding for $159,360 of expenditures
over the 40-year Study Period.  It does not include funding for any projects beyond 2055 and in 2055, the end of 
year balance will always be the Minimum Balance.

#4 - Cash Flow Method - Graph of Cumulative Receipts and Expenditures - Years 1 through 40

#5 - Cash Flow Method - Table of Receipts & Expenditures - Years 1 through 40
Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Starting Balance $30,600   
Projected Replacements ($9,300) ($15,750) ($5,000)

Annual Deposit $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590

End of Year Balance $24,890 $28,479 $16,319 $19,909 $23,498 $27,088 $25,678 $29,268 $32,857 $36,447

Cumulative Expenditures $9,300 $9,300 $25,050 $25,050 $25,050 $25,050 $30,050 $30,050 $30,050 $30,050
Cumulative Receipts $34,190 $37,779 $41,369 $44,959 $48,548 $52,138 $55,728 $59,318 $62,907 $66,497

Year 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Projected Replacements ($20,100) ($11,280) ($5,000) ($15,750) ($10,750)

Annual Deposit $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590

End of Year Balance $40,037 $43,626 $27,116 $30,706 $23,015 $26,605 $25,195 $13,035 $16,624 $9,464

Cumulative Expenditures ($30,050) ($30,050) ($50,150) ($50,150) ($61,430) ($61,430) ($66,430) ($82,180) ($82,180) ($92,930)
Cumulative Receipts $70,087 $73,676 $77,266 $80,856 $84,445 $88,035 $91,625 $95,215 $98,804 $102,394

Year 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Projected Replacements ($9,300) ($5,000) ($10,800)

Annual Deposit $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590 $3,590

End of Year Balance $13,054 $16,643 $20,233 $23,823 $18,112 $21,702 $20,292 $13,082 $16,671 $20,261

Cumulative Expenditures ($92,930) ($92,930) ($92,930) ($92,930) ($102,230) ($102,230) ($107,230) ($118,030) ($118,030) ($118,030)
Cumulative Receipts $105,984 $109,573 $113,163 $116,753 $120,342 $123,932 $127,522 $131,112 $134,701 $138,291

Year 2046 2047 1st Peak - 2048 2049 2050 2051 2nd Peak - 2052 2053 2054 2055
Projected Replacements ($27,030) ($14,300)

Annual Deposit $3,590 $3,590 $3,590 $3,575 $3,575 $3,575 $3,575

End of Year Balance $23,851 $27,440 $4,000 $7,575 $11,150 $14,725 $4,000 $4,000 $4,000 $4,000

Cumulative Expenditures ($118,030) ($118,030) ($145,060) ($145,060) ($145,060) ($145,060) ($159,360) ($159,360) ($159,360) ($159,360)
Cumulative Receipts $141,881 $145,470 $149,060 $152,635 $156,210 $159,785 $163,360 $163,360 $163,360 $163,360

$1
59

,3
60

 

$4,000

$163,360

20
16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

20
42

20
43

20
44

20
45

20
46

20
47

20
48

20
49

20
50

20
51

20
52

20
53

20
54

20
55

$0

$50,000

$100,000

$150,000

$200,000

Cash Flow Method - Cumulative Receipts Cash Flow Method - Year End Balance Cumulative Expenditures Peak Year



Miller + Dodson Associates, Inc. Replacement Reserve Analysis - Page A5
Salem Run HOA July  24, 2015

13086402SALEM RU16

INFLATION ADJUSTED FUNDING

The Cash Flow Method calculations on Page A4 have been done in today's dollars with no adjustment for inflation.  At 
Miller + Dodson, we belive that long-term inflation forecasting is effective at demonstrating the power of compounding,
not at calculating appropriate funding levels for Replacement Reserves.  We have developed this proprietary model to 
estimate the short-term impact of inflation on Replacement Reserve funding.  

$3,590  2016 - CASH FLOW METHOD RECOMMENDED FUNDING  #6 - Inflation Adjusted Funding

The 2016 Study Year calculations have been made using current replacement costs
(see Page B2), modified by the Analyst for any project specific conditions.

$3,781  2017 - INFLATION ADJUSTED FUNDING
A new analysis calculates 2017 funding based on three assumptions; 
 Replacement Reserves on Deposit totaling $24,890 on January 1, 2017.
 All 2016 Projected Replacements listed on Page C2 accomplished at a cost to 

Replacement Reserves less than $9,300.
 Construction Cost Inflation of 4.50 percent in 2016.
The $3,781 inflation adjusted funding in 2017 is a 5.32 percent increase over the
non-inflation adjusted 2017 funding of $3,590. 

$3,996  2018 - INFLATION ADJUSTED FUNDING
A new analysis calculates 2018 funding based on three assumptions;
 Replacement Reserves on Deposit totaling $28,670 on January 1, 2018.
 No Expenditures from Replacement Reserves in 2017.

 Construction Cost Inflation of 4.50 percent in 2017.
The $3,996 inflation adjusted funding in 2018 is a 11.33 percent increase over the
non-inflation adjusted 2018 funding of $3,590. 

$4,186  2019 - INFLATION ADJUSTED FUNDING
A new analysis calculates 2019 funding based on three assumptions; 
 Replacement Reserves on Deposit totaling $15,467 on January 1, 2019.
 All 2018 Projected Replacements listed on Page C2 accomplished at a cost to 

Replacement Reserves less than $17,199.
 Construction Cost Inflation of 4.50 percent in 2018.
The $4,186 inflation adjusted funding in 2019 is a 16.62 percent increase over the
non-inflation adjusted funding of $3,590. 

YEAR FIVE & BEYOND
The inflation adjusted funding calculations outlined above are not intended to be a substitute for periodic evaluation 
of common elements by an experienced Reserve Analyst.  Industry Standards, lender requirements, and many state 
and local statutes require a Replacement Reserve Study be professionally updated every 3 to 5 years.

INFLATION ADJUSTMENT
Prior to approving a budget based upon the 2017, 2018 and 2019 inflation adjusted funding calculations above,
the 4.50 percent base rate of inflation used in our calculations should be compared to rates published by the Bureau
of Labor Statistics.  If there is a significant discrepancy (over 1 percent), contact Miller Dodson + Associates prior to 
using the Inflation Adjusted Funding.

INTEREST ON RESERVES
The recommended funding calculations do not account for interest earned on Replacement Reserves.
In 2016, based on a 1.00 percent interest rate, we estimate the Association may earn $277 on an average balance
of $27,745, $268 on an average balance of $26,780 in 2017, and $221 on $22,069 in 2018. The 
Association may elect to attribute 100 percent of the earned interest to Reserves, resulting in a reduction in the 2016 
funding from $3,590 to $3,312 (a 7.73 percent reduction), $3,781 to $3,513 in 2017 (a 7.08 percent
reduction), and $3,996 to $3,776 in 2018 (a 5.52 percent reduction). 
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REPLACEMENT RESERVE STUDY - SUPPLEMENTAL COMMENTS

 Salem Run HOA has 696 units.  The type of property is a home owner association.

 The Cash Flow Method calculates the minimum annual funding necessary to prevent Replacement Reserves from
dropping below the Minimum Balance.  Failure to fund at least the recommended levels may result in funding not 
being available for the Projected Replacements listed in the Replacement Reserve Inventory.

 The accuracy of the Replacement Reserve Analysis is dependent upon expenditures from Replacement Reserves
being made ONLY for the 6 Projected Replacements specifically listed in the Replacement Reserve Inventory.
The inclusion/exclusion of items from the Replacement Reserve Inventory is discussed on Page B1.
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REPLACEMENT RESERVE INVENTORY
GENERAL INFORMATION

Salem Run HOA - Replacement Reserve Inventory identifies 43 items.  Two types of items are
identified, Projected Replacements and Excluded Items:

 PROJECTED REPLACEMENTS.  6 of the items are Projected Replacements and the periodic
replacements of these items are scheduled for funding from Replacement Reserves.  The Projected Replacements
have an estimated one-time replacement cost of $62,880.  Replacements totaling $118,030 are scheduled
in the Replacement Reserve Inventory over the 40-year Study Period.

Projected Replacements are the replacement of commonly-owned physical assets that require periodic 
replacement and whose replacement is to be funded from Replacement Reserves. 

 EXCLUDED ITEMS.  37 of the items are Excluded Items, and expenditures for these items are NOT
scheduled for funding from Replacement Reserves.  The accuracy of the calculations made in the Replacement
Reserve Analysis is dependent on expenditures NOT being made for Excluded Items.  The Excluded Items
are listed in the Replacement Reserve Inventory to identify specific items and categories of items that
are not to be funded from Replacement Reserves.  There are multiple categories of items that are typically
excluded from funding by Replacement Reserves, including but not limited to:

Tax Code.  The United States Tax Code grants very favorable tax status to Replacement Reserves, conditioned
on expenditures being made within certain guidelines.  These guidelines typically exclude maintenance
activities, minor repairs and capital improvements.

Value.  Items with a replacement cost of less that $1,000 and/or a normal economic life of less than 3 years 
are typically excluded from funding from Replacement Reserves.  This exclusion should reflect Association
policy on the administration of Replacement Reserves.  If the Association has selected an alternative level,
it will be noted in the Replacement Reserve Inventory - General Comments on Page B2.

Long-lived Items.  Items that when properly maintained, can be assumed to have a life equal to the property
as a whole, are typically excluded from the Replacement Reserve Inventory. 

Unit improvements.  Items owned by a single unit and where the items serve a single unit are generally
assumed to be the responsibility of that unit, not the Association.

Other non-common improvements.  Items owned by the local government, public and private utility companies,  
the United States Postal Service, Master Associations, state and local highway authorities, etc., may be
installed on property that is owned by the Association.  These types of items are generally not the 
responsibility of the Association and are excluded from the Replacement Reserve Inventory.

The rationale for the exclusion of an item from funding by Replacement Reserves is discussed in more detail in
the 'Comments' sections of the Section B - Replacement Reserve Inventory.

 CATEGORIES.  The 43 items included in the Salem Run HOA Replacement Reserve Inventory
are divided into 8 major categories.  Each category is printed on a separate page, Pages B3 to B9.

 LEVEL OF SERVICE.  This Replacement Reserve Inventory has been developed in compliance with the standards
established for a Level Two - Update (with site visit and on-site review), as defined by the National Reserve Study
Standards, established in 1998 by Community Associations Institute, which states:

Level II Studies are based entirely on the component inventory from a prior study. This information
is adjusted to reflect changes to the inventory that are provided by the Association, and the 
quantities are adjusted accordingly from field measurement and/or quantity takeoffs from to-scale
drawings that are made available to us. The condition of all components is ascertained from a site
visit and the visual inspection of each component by the analyst. The Remaining Economic Life and
replacement cost of components are provided based in part on these observations.  The fund 
status and Funding Plan are derived from analysis of this data.
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REPLACEMENT RESERVE INVENTORY - GENERAL INFORMATION  (cont'd)

 INVENTORY DATA.  Each of the 6 Projected Replacements listed in the Replacement Reserve Inventory
includes the following data:

Item Number.  The Item Number is assigned sequentially and is intended for identification purposes only.

Item Description.  We have identified each item included in the Inventory.  Additional information may be
included in the Comments section at the bottom of each page of the Inventory.

Units.  We have used standard abbreviations to identify the number of units including SF-square feet, 
LF-lineal feet, SY-square yard, LS-lump sum, EA-each, and PR-pair.  Non-standard abbreviations are 
noted in the Comments section at the bottom of the page.

Number of Units.  The methods used to develop the quantities are discussed in "Level of Service" above.

Unit Replacement Cost.  We use four sources to develop the unit cost data shown in the Inventory; actual
replacement cost data provided by the client, information provided by local contractors and suppliers,
industry standard estimating manuals, and a cost database we have developed based upon our detailed
interviews with contractors and service providers who are specialists in their respective lines of work.  

Normal Economic Life (Yrs).  The number of years that a new and properly installed item should be
expected to remain in service.  

Remaining Economic Life (Yrs).  The estimated number of years before an item will need to be 
replaced.  In "normal" conditions, this could be calculated by subtracting the age of the item from the 
Normal Economic Life of the item, but only rarely do physical assets age "normally".  Some items
may have longer or shorter lives depending on many factors such as environment, initial quality of the 
item, maintenance, etc.

Total Replacement Cost.  This is calculated by multiplying the Unit Replacement Cost by the Number of Units.

Each of the 37 Excluded Items includes the Item Description, Units, and Number of Units.  Many of the
Excluded Items are listed as a 'Lump Sum' with a quantity of 1.  For the Excluded Items, this indicates that
all of the items identified by the 'Item Description' are excluded from funding by Replacement Reserves.

 REVIEW OF EXPENDITURES.  This Replacement Reserve Study should be reviewed by an accounting 
professional representing the Association prior to implementation.

 PARTIAL FUNDING.  Items may have been included in the Replacement Reserve Inventory at less than 
100 percent of their full quantity and/or replacement cost.  This is done on items that will never be replaced
in their entirety, but which may require periodic replacements over an extended period of time.  The assumptions 
that provide the basis for any partial funding are noted in the Comments section.

 REMAINING ECONOMIC LIFE GREATER THAN 40 YEARS.  The calculations do not include funding for initial
replacements beyond 40 years. These replacements are included in this Study for tracking and evaluation.  They
should be included for funding in future Studies, when they enter the 40-year window.  
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SITE COMPONENTS
PROJECTED REPLACEMENTS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

1 Stockade fence, north boundary ft 470 $24.00 18 14 2 $11,280
2 Decorative white fence, Salem Run Blvd ft 430 $25.00 30 19 2 $10,750

5

3 Entrance signage (3 ea) sf 90 $120.00 15 12 2 $10,800
5

4 Asphalt trail, resurface sf 2,480 $3.75 12       none 2 $9,300
5

5 Stormwater drains & structures (10%) unit 70 $225.00 15 2 2 $15,750
5

6 Dry pond concrete structures, allow ls 1 $5,000.00 10 6 2 $5,000
5

5

5

5

5

5

5

5

5

5

5

5

5

5

SITE COMPONENTS - Replacement Costs - Subtotal $62,880

SITE COMPONENTS
COMMENTS

 Entry signs are located at the entrance to the community and at both Village of Salem Run entrances.

 The wet pond is owned solely by the Greens of Salem Run.
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VALUATION EXCLUSIONS
EXCLUDED ITEMS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

Entrance sign lighting ls 1 3 EXCLUDED
Property identification signage ls 1 3 EXCLUDED
Miscellaneous signage ls 1 3 EXCLUDED

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

VALUATION EXCLUSIONS
COMMENTS

 Valuation Exclusions.  For ease of administration of the Replacement Reserves and to reflect accurately how 
Replacement Reserves are administered, items with a dollar value less than $1,000.00 have not been scheduled for 
funding from Replacement Reserves.    Examples of items excluded from funding by Replacement Reserves by this 
standard are listed above.

 The list above exemplifies exclusions by the cited standard(s) and is not intended to be comprehensive.
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LONG-LIFE EXCLUSIONS
EXCLUDED ITEMS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

Masonry features ls 1 3 EXCLUDED
5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

LONG-LIFE EXCLUSIONS
COMMENTS

 Long Life Exclusions.  Components that when properly maintained, can be assumed to have a life equal to the property as
a whole, are normally excluded from the Replacement Reserve Inventory.  Examples of items excluded from funding by 
Replacement Reserves by this standard are listed above.

 Exterior masonry is generally assumed to have an unlimited economic life but periodic repointing is required and we have 
included this for funding in the Replacement Reserve Inventory.

 The list above exemplifies exclusions by the cited standard(s) and is not intended to be comprehensive.
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UNIT IMPROVEMENTS EXCLUSIONS
EXCLUDED ITEMS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

Domestic water pipes serving one unit ls 1 3 EXCLUDED
Sanitary sewers serving one unit ls 1 3 EXCLUDED
Electrical wiring serving one unit ls 1 3 EXCLUDED
Cable TV service serving one unit ls 1 3 EXCLUDED
Telephone service serving one unit ls 1 3 EXCLUDED
Gas service serving one unit ls 1 3 EXCLUDED

5

Driveway on an individual lot ls 1 3 EXCLUDED
Apron on an individual lot ls 1 3 EXCLUDED
Sidewalk on an individual lot ls 1 3 EXCLUDED
Stairs on an individual lot ls 1 3 EXCLUDED
Curb & gutter on an individual lot ls 1 3 EXCLUDED
Retaining wall on an individual lot ls 1 3 EXCLUDED
Fence on an individual lot ls 1 3 EXCLUDED

5

Unit exterior ls 1 3 EXCLUDED
Unit interior ls 1 3 EXCLUDED
Unit systems ls 1 3 EXCLUDED

5

5

5

5

5

5

UNIT IMPROVEMENTS EXCLUSIONS
COMMENTS

 Unit improvement Exclusions.  We understand that the elements of the project that relate to a single unit are the 
responsibility of that unit owner.  Examples of items excluded from funding by Replacement Reserves by this standard are
listed above.

 The list above exemplifies exclusions by the cited standard(s) and is not intended to be comprehensive.
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UTILITY EXCLUSIONS
EXCLUDED ITEMS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

Primary electric feeds ls 1 3 EXCLUDED
Electric transformers ls 1 3 EXCLUDED
Cable TV systems and structures ls 1 3 EXCLUDED
Telephone cables and structures ls 1 3 EXCLUDED
Site lighting ls 1 3 EXCLUDED
Gas mains and meters ls 1 3 EXCLUDED
Water mains and meters ls 1 3 EXCLUDED
Sanitary sewers ls 1 3 EXCLUDED

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

UTILITY EXCLUSIONS
COMMENTS

 Utility Exclusions.  Many improvements owned by utility companies are on property owned by the Association.  We have 
assumed that repair, maintenance, and replacements of these components will be done at the expense of the appropriate 
utility company.  Examples of items excluded from funding Replacement Reserves by this standard are listed above.

 The list above exemplifies exclusions by the cited standard(s) and is not intended to be comprehensive.
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MAINTENANCE AND REPAIR EXCLUSIONS
EXCLUDED ITEMS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

Janitorial service ls 1 3 EXCLUDED
Repair services ls 1 3 EXCLUDED
Partial replacements ls 1 3 EXCLUDED
Capital improvements ls 1 3 EXCLUDED

5

Exterior painting ls 1 3 EXCLUDED
5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

MAINTENANCE AND REPAIR EXCLUSIONS
COMMENTS

 Maintenance activities, one-time-only repairs, and capital improvements.  These activities are NOT appropriately funded 
from Replacement Reserves.  The inclusion of such component in the Replacement Reserve Inventory could jeopardize 
the special tax status of  ALL Replacement Reserves, exposing the Association to significant tax liabilities.  We 
recommend that the Board of Directors discuss these exclusions and Revenue Ruling 75-370 with a Certified Public 
Accountant. 

 Examples of items excluded from funding by Replacement Reserves by this standard are listed above.

 The list above exemplifies exclusions by the cited standard(s) and is not intended to be comprehensive.
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GOVERNMENT EXCLUSIONS
EXCLUDED ITEMS

UNIT NORMAL REMAINING
ITEM ITEM NUMBER REPLACEMENT ECONOMIC  ECONOMIC REPLACEMENT

# DESCRIPTION UNIT OF UNITS COST ($) LIFE (YRS)  LIFE (YRS) COST ($)

Government, roadways & parking ls 1 3 EXCLUDED
Government, sidewalks & curbs ls 1 3 EXCLUDED
Government, lighting ls 1 3 EXCLUDED
Government, stormwater mgmt. ls 1 3 EXCLUDED

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

5

GOVERNMENT EXCLUSIONS
COMMENTS

 Government Exclusions.  We have assumed that some of the improvements installed on property owned by the 
Association will be maintained by the state, county, or local government, or other association or other responsible entity.  
Examples of items excluded from funding by Replacement Reserves by this standard are listed above.

 Excluded right-of-ways, including all roads within the community, and adjacent properties.

 The list above exemplifies exclusions by the cited standard(s) and is not intended to be comprehensive.
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PROJECTED ANNUAL REPLACEMENTS
GENERAL INFORMATION

CALENDAR OF ANNUAL REPLACEMENTS.  The 6 Projected Replacements in the Salem Run HOA
Replacement Reserve Inventory whose replacement is scheduled to be funded from Replacement Reserves are 
broken down on a year-by-year basis, beginning on Page C2.

REPLACEMENT RESERVE ANALYSIS AND INVENTORY
POLICIES, PROCEDURES, AND ADMINISTRATION

 REVISIONS.  Revisions will be made to the Replacement Reserve Analysis and Replacement Reserve Inventory
in accordance with the written instructions of the Board of Directors.  No additional charge is incurred for the 
first revision, if requested in writing within three months of the date of the Replacement Reserve Study.  It is our
policy to provide revisions in electronic (Adobe PDF) format only.  

 TAX CODE.  The United States Tax Code grants favorable tax status to a common interest development (CID)
meeting certain guidelines for their Replacement Reserve.  If a CID files their taxes as a 'Corporation' on
Form 1120 (IRC Section 277), these guidelines typically require maintenance activities, partial replacements, 
minor replacements, capital improvements, and one-time only replacements to be excluded from Reserves.
A CID cannot co-mingle planning for maintenance activities with capital replacement activities in the Reserves
(Revenue Ruling 75-370). Funds for maintenance activities and capital replacements activities must be held in
separate accounts.  If a CID files taxes as an "Exempt Homeowners Association" using Form 1120H (IRC
Section 528), the CID does not have to segregate these activities.  However, because the CID may elect to
change their method of filing from year to year within the Study Period, we advise using the more restrictive
approach.  We further recommend that the CID consult with their Accountant and consider creating separate
and independent accounts and reserves for large maintenance items, such as painting.

 CONFLICT OF INTEREST.  Neither Miller - Dodson Associates nor the Reserve Analyst has any prior or existing
relationship with this Association which would represent a real or perceived conflict of interest.

 RELIANCE ON DATA PROVIDED BY THE CLIENT.  Information provided by an official representative of the
Association regarding financial, physical conditions, quality, or historical issues is deemed reliable.

 INTENT.  This Replacement Reserve Study is a reflection of the information provided by the Association and the 
visual evaluations of the Analyst.  It has been prepared for the sole use of the Association and is not for the
purpose of performing an audit, quality/forensic analyses, or background checks of historical records.

 PREVIOUS REPLACEMENTS.  Information provided to Miller - Dodson Associates regarding prior replacements
is considered to be accurate and reliable.  Our visual evaluation is not a project audit or quality inspection.

 EXPERIENCE WITH FUTURE REPLACEMENTS.  The Calendar of Annual Projected Replacements, lists
replacements we have projected to occur over the next thirty years, begins on Page C2.  Actual experience in
replacing the items may differ significantly from the cost estimates and time frames shown because of conditions
beyond our control.  These differences may be caused by maintenance practices, inflation, variations in pricing
and market conditions, future technological developments, regulatory actions, acts of God, and luck.  Some
items may function normally during our visual evaluation and then fail without notice.

 REVIEW OF THE REPLACEMENT RESERVE STUDY.  For this study to be effective, it should be reviewed by 
the Salem Run HOA Board of Directors, those responsible for the management of the items
included in the Replacement Reserve Inventory, and the accounting professionals employed by the Association.
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PROJECTED REPLACEMENTS - YEARS ONE TO FIFTEEN

Item 2016 - STUDY YEAR $     Item 2017 - YEAR 2 $     Item 2018 - YEAR 3 $     
4 Asphalt trail, resurface $9,300 5 Stormwater drains & structur $15,750

Total Scheduled Replacements $9,300 No Scheduled Replacements Total Scheduled Replacements $15,750

Item 2019 - YEAR 4 $     Item 2020 - YEAR 5 $     Item 2021 - YEAR 6 $     

No Scheduled Replacements No Scheduled Replacements No Scheduled Replacements

Item 2022 - YEAR 7 $     Item 2023 - YEAR 8 $     Item 2024 - YEAR 9 $     
6 Dry pond concrete structures $5,000

Total Scheduled Replacements $5,000 No Scheduled Replacements No Scheduled Replacements

Item 2025 - YEAR 10 $     Item 2026 - YEAR 11 $     Item 2027 - YEAR 12 $     

No Scheduled Replacements No Scheduled Replacements No Scheduled Replacements

Item 2028 - YEAR 13 $     Item 2029 - YEAR 14 $     Item 2030 - YEAR 15 $     
3 Entrance signage (3 ea) $10,800 1 Stockade fence, north bound $11,280
4 Asphalt trail, resurface $9,300

Total Scheduled Replacements $20,100 No Scheduled Replacements Total Scheduled Replacements $11,280
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PROJECTED REPLACEMENTS - YEARS SIXTEEN TO THIRTY

Item 2031 - YEAR 16 $     Item 2032 - YEAR 17 $     Item 2033 - YEAR 18 $     
6 Dry pond concrete structures $5,000 5 Stormwater drains & structur $15,750

No Scheduled Replacements Total Scheduled Replacements $5,000 Total Scheduled Replacements $15,750

Item 2034 - YEAR 19 $     Item 2035 - YEAR 20 $     Item 2036 - YEAR 21 $     
2 Decorative white fence, Sale $10,750

No Scheduled Replacements Total Scheduled Replacements $10,750 No Scheduled Replacements

Item 2037 - YEAR 22 $     Item 2038 - YEAR 23 $     Item 2039 - YEAR 24 $     

No Scheduled Replacements No Scheduled Replacements No Scheduled Replacements

Item 2040 - YEAR 25 $     Item 2041 - YEAR 26 $     Item 2042 - YEAR 27 $     
4 Asphalt trail, resurface $9,300 6 Dry pond concrete structures $5,000

Total Scheduled Replacements $9,300 No Scheduled Replacements Total Scheduled Replacements $5,000

Item 2043 - YEAR 28 $     Item 2044 - YEAR 29 $     Item 2045 - YEAR 30 $     
3 Entrance signage (3 ea) $10,800

Total Scheduled Replacements $10,800 No Scheduled Replacements No Scheduled Replacements
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PROJECTED REPLACEMENTS - YEARS THIRTY-ONE TO FORTY-FIVE

Item 2046 - YEAR 31 $     Item 2047 - YEAR 32 $     Item 2048 - YEAR 33 $     
1 Stockade fence, north bound $11,280
5 Stormwater drains & structur $15,750

No Scheduled Replacements No Scheduled Replacements Total Scheduled Replacements $27,030

Item 2049 - YEAR 34 $     Item 2050 - YEAR 35 $     Item 2051 - YEAR 36 $     

No Scheduled Replacements No Scheduled Replacements No Scheduled Replacements

Item 2052 - YEAR 37 $     Item 2053 - YEAR 38 $     Item 2054 - YEAR 39 $     
4 Asphalt trail, resurface $9,300
6 Dry pond concrete structures $5,000

Total Scheduled Replacements $14,300 No Scheduled Replacements No Scheduled Replacements

Item 2055 - YEAR 40 $     Item 2056 (beyond Study Period) $     Item 2057 (beyond Study Period) $     

No Scheduled Replacements No Scheduled Replacements No Scheduled Replacements

Item 2058 (beyond Study Period) $     Item 2059 (beyond Study Period) $     Item 2060 (beyond Study Period) $     
3 Entrance signage (3 ea) $10,800

Total Scheduled Replacements $10,800 No Scheduled Replacements No Scheduled Replacements
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CONDITION ASSESSMENT 
 
General Comments.  Miller - Dodson Associates conducted a Reserve Study at Salem Run HOA in July 
2015.  Salem Run HOA is in generally good condition for a community constructed in 1995.  A review of the 
Replacement Reserve Inventory will show that we are anticipating most of the components achieving their 
normal economic lives. 
 
The following comments pertain to the larger, more significant components in the Replacement Reserve 
Inventory and to those items that are unique or deserving of attention because of their condition or the manner 
in which they have been treated in the Replacement Reserve Analysis or Inventory. 
 
General Condition Statements. 
 
Excellent.  100% to 90% of Normal Economic Life expected, with no appreciable wear or defects. 
 
Good.  90% to 60% of Normal Economic Life expected, minor wear or cosmetic defects found.  Normal 
maintenance should be expected.  If performed properly, normal maintenance may increase the useful life of a 
component.  Otherwise, the component is wearing normally. 
 
Fair.  60% to 30% of Normal Economic Life expected, moderate wear with defects found.  Repair actions 
should be taken to extend the life of the component or to correct repairable defects and distress.  Otherwise, 
the component is wearing normally. 
 
Marginal.  30% to 10% of Normal Economic Life expected, with moderate to significant wear or distress 
found.  Repair actions are expected to be cost effective for localized issues, but normal wear and use are 
evident.  The component is reaching the end of the Normal Economic Life.  
 
Poor.  10% to 0% of Normal Economic Life expected, with significant distress and wear.  Left unattended, 
additional damage to underlying structures is likely to occur.  Further maintenance is unlikely to be cost 
effective. 
 
SITE COMPONENTS 
 
Entry Monument and Signage.  The Association maintains an entry monument at the intersection of Salem 
Run Blvd and Salem Church Rd and two entry signs for the Villas of Salem Run.  All other Salem Run signs 
are owned by individual Associations within the Salem Run community. 
 
The entry monument is made of brick and is in good condition, with no observed open masonry joints or loose 
or broken masonry units.  The monument holds a 2-sided sign made of synthetic material that is expected to 
have a useful life of 10 to 15 years. 
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We recommend repointing and replacement of defective areas of the masonry as needed.  The Association 
may want to consider applying a coat of Siloxane or other appropriate breathable sealant to mitigate water 
penetration and degradation of the masonry work.  For additional information, please see the appropriate links 
on our web site at http://mdareserves.com/resources/links/building-exterior. 
 
The 2 entrance signs are made of the same type of foam board material as the entrance monument sign and 
are in good condition, with no damaged areas or visible weathering.  These signs appear to have been 
replaced since the 2010 Reserve Study.  In order to keep the monument fresh and appealing, we recommend 
replacement every 10 to 15 years.  The signs are mounted on vinyl posts. 
 

 

 

 
 
Fencing.  The Association maintains wood and vinyl fencing that is in generally good condition.  The wood 
fence is located at Halifax Court and functions as a boundary separating the Villas from the Apartments.  The 
vinyl fence is a decorative fence that runs along Salem Run Blvd. 
 
Fencing systems have a large number of configurations and finishes that can usually be repaired as a 
maintenance activity by replacing individual components as they become damaged or weathered.   
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Protection from string machine damage during lawn maintenance can extend the useful life of some fence 
types.  Protection from this type of damage is typically provided by applying herbicides around post bases or 
installing protective sheathing. 
 
Pressure treated wood fencing should be cleaned and sealed every year or two.  Typically the least cost 
fencing option, this type of fence can last 15 to 20 years if maintained properly.  The wood fencing appears to 
have been replaced since the 2010 Reserve Study and is structurally stable.  We noted a few boards that have 
been replaced and/or fence structure enhanced by additional bracing. 
 
Vinyl fencing made of 100% virgin material can last 30 to 35 years, and periodic cleaning will keep the fence 
looking attractive.  Vinyl components with ticker walls can provide a longer useful life.  
 
For more information on fencing, visit our website link to the American Fence Association.  
 
Asphalt Pavement.  The Association is responsible for the 
path leading from the end of Abington Court around the dry 
pond to Salem Run townhomes.  This path contains 2,480 
square feet of asphalt.  Full replacement is recommended for 
FY 2016. 
 
All roadways are maintained by the City, County, or other 
municipality.  The asphalt trail is in poor condition, with wide 
cracking and significant distress in many locations including 
edge raveling. 
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Miller - Dodson Associates, Inc.  Condition Assessment - Page D4 
Salem Run HOA  July 24, 2015 

Asphalt paths are typically constructed on native soil.  As a result, defects can begin to develop in a few years, 
leading to costly repairs or early replacement.  Additionally, paths typically do not have proper edge 
confinement and support resulting in longitudinal cracking along the edges of the path.  Compacted soil or 
gravel can mitigate this problem.  Lastly, tree root damage is a common issue with asphalt paths, and some 
communities have had success with a process called root trimming. 
 
As a rule of thumb, asphalt should be overlaid when approximately 5% of the surface area is cracked or 
otherwise deteriorated.  The normal service life of asphalt trails is 12 to 16 years. 
 
In order to maintain the condition of the pavement throughout the community and to ensure the longest life of 
the asphalt, we recommend a systematic and comprehensive maintenance program that includes: 
 

• Crack Repair.  All cracks should be repaired with an appropriate compound to prevent water 
infiltration through the asphalt into the base.  This repair should be done annually.  Crack repair is 
normally considered a maintenance activity and is not funded from Reserves.  Areas of extensive 
cracking or deterioration that cannot be made watertight should be cut out and patched. 

 
• Seal Coating.  The asphalt should be seal coated every five to seven years.  For this maintenance, 

activity to be effective in extending the life of the asphalt, cleaning and crack repair should be 
performed first. 

 
The pricing used is based on recent contracts for a full mill and two-inch overlay, which reflects the current 
local market for this work. 
 
For seal coating, several different products are available.  The older, more traditional seal coating products are 
simply paints.  They coat the surface of the asphalt and they are minimally effective.  However, the newer 
coating materials, such as those from Total Asphalt Management, Asphalt Restoration Technologies, Inc., and 
others, are penetrating.  They are engineered, so to speak, to ‘remoisturize’ the pavement.  Asphalt pavement 
is intended to be flexible.  Over time, the volatile chemicals in the pavement dry, the pavement becomes brittle, 
and degradation follows in the forms of cracking and potholes.  Remoisturizing the pavement can return its 
flexibility and extend the life of the pavement. 
 
Lastly, the resource links provided on our website may provide insight into the general terms and concerns, 
including maintenance related advantages and disadvantages, which may help the Association better manage 
the asphalt pavements throughout the community: http://mdareserves.com/resources/links/site-components. 
 
Storm Water Drains and Structures.  The Association is 
responsible for the maintenance of the collection system and 
underground utility lines, including the storm water 
management pipes.  Engineering drawings were not used in 
the determination of these underground components.  Instead, 
we have provided an estimate of the approximate replacement 
costs based on our experience with other facilities of similar 
size and configuration and using the previous reserve study as 
a guide.  The inspection and evaluation of underground lines 
and structures is beyond the scope of work for this study. 
 
 
 
 
Storm Water Ponds.  The community is served by several storm water ponds, 2 of which are owned and 
maintained by Salem Run HOA.  Note that the retention (wet) pond is owned by the Greens of Salem Run and 
is not included in the Replacement Reserve Inventory.  The 2 included detention ponds are located at the end 
of Abington Court and behind the homes on Colllinwood. 
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Please note that the periodic removal of overgrown vegetation from the pond is considered a maintenance 
activity and has not been reserved for or included in this study.  We have included an allowance to repair or 
replace the concrete components of the ponds every 10 years as needed. 
 
 
This Condition Assessment is based upon our visual survey of the property.  The sole purpose of the visual 
survey was an evaluation of the common elements of the property to ascertain the remaining useful life and 
the replacement costs of these common elements.  Our evaluation assumed that all components met 
building code requirements in force at the time of construction.  Our visual survey was conducted with care 
by experienced persons, but no warranty or guarantee is expressed or implied. 
 

End of Condition Assessment 
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CASH FLOW METHOD ACCOUNTING SUMMARY
This Salem Run HOA - Cash Flow Method Accounting Summary is an attachment to the
Salem Run HOA - Replacement Reserve Study dated July  24, 2015 and is for use by
accounting and reserve professionals experienced in Association funding and accounting principles.
This Summary consists of four reports, the 2016, 2017, and 2018 Cash Flow Method Category Funding
Reports (3) and a Three-Year Replacement Funding Report.

 CASH FLOW METHOD CATEGORY FUNDING REPORT, 2016, 2017, and 2018.  Each of the 6 Projected
Replacements listed in the Salem Run HOA Replacement Reserve Inventory has been
assigned to one of 1 categories.  The following information is summarized by category in each report:

 Normal Economic Life and Remaining Economic Life of the Projected Replacements.

 Cost of all Scheduled Replacements in each category.

 Replacement Reserves on Deposit allocated to the category at the beginning and end 
of the report period.

 Cost of Projected Replacements in the report period.

 Recommended Replacement Reserve Funding allocated to the category during the 
report period as calculated by the Cash Flow Method.

 THREE-YEAR REPLACEMENT FUNDING REPORT.  This report details the allocation of the $30,600
Beginning Balance (at the start of the Study Year) and the $10,769 of additional Replacement Reserve
Funding in 2016 through 2018 (as calculated in the Replacement Reserve Analysis) to each of the 6
Projected Replacements listed in the Replacement Reserve Inventory.  These allocations have been made 
using Chronological Allocation, a method developed by Miller Dodson Associates, Inc., and discussed below.
The calculated data includes:

 Identification and estimated cost of each Projected Replacement scheduled in years 2016 through 2018. 

 Allocation of the $30,600 Beginning Balance to the Projected Replacements by Chronological Allocation.

 Allocation of the $10,769 of additional Replacement Reserve Funding recommended in the 
Replacement Reserve Analysis in years 2016 through 2018, by Chronological Allocation.

 CHRONOLOGICAL ALLOCATION.  Chronological Allocation assigns Replacement Reserves to Projected
Replacements on a "first come, first serve" basis in keeping with the basic philosophy of the Cash Flow Method.
The Chronological Allocation methodology is outlined below.

 The first step is the allocation of the $30,600 Beginning Balance to the Projected Replacements in the
Study Year.  Remaining unallocated funds are next allocated to the Projected Replacements in subsequent
years in chronological order until the total of Projected Replacements in the next year is greater than the  
unallocated funds.  Projected Replacements in this year are partially funded with each replacement
receiving percentage funding.  The percentage of funding is calculated by dividing the unallocated funds 
by the total of Projected Replacements in the partially funded year.

At Salem Run HOA the Beginning Balance funds all Scheduled Replacements in
the Study Year through 2027 and provides partial funding (3%) of replacements scheduled in 2028.

 The next step is the allocation of the $3,590 of 2016 Cash Flow Method Reserve Funding calculated
in the Replacement Reserve Analysis.  These funds are first allocated to fund the partially funded
Projected Replacements and then to subsequent years in chronological order as outlined above.

At Salem Run HOA the Beginning Balance and the 2016 Replacement Reserve
Funding, funds replacements through 2027 and partial funds (20.6%) replacements in 2028.

 Allocations of the 2017 and 2018 Reserve Funding are done using the same methodology.

 The Three-Year Replacement Funding Report details component by component allocations made by 
Chronological Allocation.
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2016 - CASH FLOW METHOD CATEGORY FUNDING REPORT

Each of the 6 Projected Replacements included in the Salem Run HOA Replacement Reserve
Inventory has been assigned to one of the 1 categories listed in TABLE CF1 below.  This calculated data is a
summary of data provided in the Three-Year Replacement Funding Report and Replacement Reserve Inventory.
The accuracy of this data is dependent upon many factors including the following critical financial data:

 A Beginning Balance of $30,600 as of the first day of the Study Year, January 1, 2016.

 Total reserve funding (including the Beginning Balance) of $34,190 in the Study Year.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

 All Projected Replacements scheduled in the Replacement Reserve Inventory in 2016 being
accomplished in 2016 at a cost of $9,300.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson Associates
to arrange for an update of the Replacement Reserve Study.

2016 - CASH FLOW METHOD CATEGORY FUNDING - TABLE CF1
NORMAL REMAINING ESTIMATED 2016 2016 2016 2016

ECONOMIC  ECONOMIC REPLACEMENT BEGINNING RESERVE PROJECTED END OF YEAR
CATEGORY LIFE  LIFE COST BALANCE FUNDING REPLACEMENTS BALANCE

SITE COMPONENTS 10 to 30 years 0 to 19 years $62,880 $30,600 $3,590 ($9,300) $24,890
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2017 - CASH FLOW METHOD CATEGORY FUNDING REPORT

Each of the 6 Projected Replacements included in the Salem Run HOA Replacement Reserve
Inventory has been assigned to one of the 1 categories listed in TABLE CF2 below.  This calculated data is a
summary of data provided in the Three-Year Replacement Funding Report and Replacement Reserve Inventory.
The accuracy of this data is dependent upon many factors including the following critical financial data:

 Replacement Reserves on Deposit totaling $24,890 on January 1, 2017.

 Total reserve funding (including the Beginning Balance) of $37,779 from 2016 through 2017.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson Associates
to arrange for an update of the Replacement Reserve Study.

2017 - CASH FLOW METHOD CATEGORY FUNDING - TABLE CF2
NORMAL REMAINING ESTIMATED 2017 2017 2017 2017

ECONOMIC  ECONOMIC REPLACEMENT BEGINNING RESERVE PROJECTED END OF YEAR
CATEGORY LIFE  LIFE COST BALANCE FUNDING REPLACEMENTS BALANCE

SITE COMPONENTS 10 to 30 years 1 to 18 years $62,880 $24,890 $3,590 $28,479
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2018 - CASH FLOW METHOD CATEGORY FUNDING REPORT

Each of the 6 Projected Replacements included in the Salem Run HOA Replacement Reserve
Inventory has been assigned to one of the 1 categories listed in TABLE CF3 below.  This calculated data is a
summary of data provided in the Three-Year Replacement Funding Report and Replacement Reserve Inventory.
The accuracy of this data is dependent upon many factors including the following critical financial data:

 Replacement Reserves on Deposit totaling $28,479 on January 1, 2018.

 Total Replacement Reserve funding (including the Beginning Balance) of $41,369 from 2016 to 2018.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

 All Projected Replacements scheduled in the Replacement Reserve Inventory in 2018 being
accomplished in 2018 at a cost of $15,750.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson Associates
to arrange for an update of the Replacement Reserve Study.

2018 - CASH FLOW METHOD CATEGORY FUNDING - TABLE CF3
NORMAL REMAINING ESTIMATED 2018 2018 2018 2018

ECONOMIC  ECONOMIC REPLACEMENT BEGINNING RESERVE PROJECTED END OF YEAR
CATEGORY LIFE  LIFE COST BALANCE FUNDING REPLACEMENTS BALANCE

SITE COMPONENTS 10 to 30 years 0 to 17 years $62,880 $28,479 $3,590 ($15,750) $16,319
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CASH FLOW METHOD - THREE-YEAR REPLACEMENT FUNDING REPORT

TABLE CF4 below details the allocation of the $30,600 Beginning Balance, as reported by the Association and
the $10,769 of Replacement Reserve Funding calculated by the Cash Flow Method from 2016 to 2018, to the 6
Projected Replacements listed in the Replacement Reserve Inventory.  These allocations have been made by
Chronological Allocation, a method developed by Miller Dodson Associates, Inc., and outlined on Page CF1.
The accuracy of the allocations is dependent upon many factors including the following critical financial data:

 Replacement Reserves on Deposit totaling $30,600 on January 1, 2016.

 Replacement Reserves on Deposit totaling $24,890 on January 1, 2017.

 Replacement Reserves on Deposit totaling $28,479 on January 1, 2018.

 Total Replacement Reserve funding (including the Beginning Balance) of $41,369 from 2016 to 2018.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

 All Projected Replacements scheduled in the Replacement Reserve Inventory from 2016 to 2018 being
accomplished as scheduled in the Replacement Reserve Inventory at a cost of $25,050.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson
Associates, Inc., to arrange for an update of the Replacement Reserve Study.

CASH FLOW METHOD - THREE-YEAR REPLACEMENT FUNDING - TABLE CF4
Description of Estimated Allocation 2016 2016 2016 2017 2017 2017 2018 2018 2018

Item Projected Replacement  of Beginning Reserve Projected End of Year Reserve Projected End of Year Reserve Projected End of Year
# Replacement Costs Balance Funding Replacements Balance Funding Replacements Balance Funding Replacements Balance

SITE COMPONENTS

1 Stockade fence, north boundary 11,280
2 Decorative white fence, Salem Run Blv 10,750
3 Entrance signage (3 ea) 10,800 296 1,929 2,224 1,929 4,153 1,929 6,082
4 Asphalt trail, resurface 9,300 9,554 1,661 (9,300) 1,915 1,661 3,576 1,661 5,237
5 Stormwater drains & structures (10%) 15,750 15,750 15,750 15,750 (15,750)
6 Dry pond concrete structures, allow 5,000 5,000 5,000 5,000 5,000
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COMPONENT METHOD

 $3,117
COMPONENT METHOD RECOMMENDED ANNUAL FUNDING OF REPLACEMENT 
RESERVES IN THE STUDY YEAR, 2016.
$0.37 Per unit (average), recommended monthly funding of Replacement Reserves

General.  The Component Method (also referred to as the Full Funded Method) is a very conservative
mathematical model developed by HUD in the early 1980s.  Each of the 6 Projected Replacements listed in the
Replacement Reserve Inventory is treated as a separate account.  The Beginning Balance is allocated to each of the
individual accounts, as is all subsequent funding of Replacement Reserves.  These funds are "locked" in these 
individual accounts and are not available to fund other Projected Replacements.  The calculation of Recommended 
Annual Funding of Replacement Reserves is a multi-step process outlined in more detail on Page CM2.

Component Method - Cumulative Receipts and Expenditures Graph
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COMPONENT METHOD (cont'd)

 Current Funding Objective.  A Current Funding Objective is calculated for each of the Projected Replacements
listed in the Replacement Reserve Inventory.  Replacement Cost is divided by the Normal Economic Life to
determine the nominal annual contribution.  The Remaining Economic Life is then subtracted from the
Normal Economic Life to calculate the number of years that the nominal annual contribution should have
been made.  The two values are then multiplied to determine the Current Funding Objective.  This is repeated for 
each of the 6 Projected Replacements.  The total, $30,303, is the Current Funding Objective.

For an example, consider a very simple Replacement Reserve Inventory with one Projected Replacement, a fence
with a $1,000 Replacement Cost, a Normal Economic Life of 10 years, and a Remaining Economic Life of 2 years.
A contribution to Replacement Reserves of $100 ($1,000 + 10 years) should have been made in each of the
previous 8 years (10 years - 2 years).  The result is a Current Funding Objective of $800 (8 years x $100 per year).

 Funding Percentage.  The Funding Percentage is calculated by dividing the Beginning Balance ($30,600)
by the Current Funding Objective ($30,303).  At Salem Run HOA the Funding Percentage is 101.0%

 Allocation of the Beginning Balance.  The Beginning Balance is divided among the 6 Projected Replacements
in the Replacement Reserve Inventory.  The Current Funding Objective for each Projected Replacement is
multiplied by the Funding Percentage and these funds are then "locked" into the account of each item.

If we relate this calculation back to our fence example, it means that the Association has not accumulated $800
in Reserves (the Funding Objective), but rather at 101.0 percent funded, there is $808 in the account for the fence.

 Annual Funding.  The Recommended Annual Funding of Replacement Reserves is then calculated for each
Projected Replacement.  The funds allocated to the account of the Projected Replacement are subtracted from the  
Replacement Cost.  The result is then divided by the number of years until replacement, and the result is 
the annual funding for each of the Projected Replacements.  The sum of these is $3,117, the Component Method
Recommended Annual Funding of Replacement Reserves in the Study Year (2016).

In our fence example, the $808 in the account is subtracted from the $1,000 Total Replacement Cost and divided 
by the 2 years that remain before replacement, resulting in an annual deposit of $96.  Next year, the deposit
remains $96, but in the third year, the fence is replaced and the annual funding adjusts to $100.

 Adjustment to the Component Method for interest and inflation.  The calculations in the Replacement Reserve
Analysis do not account for interest earned on Replacement Reserves, inflation, or a constant annual increase 
in Annual Funding of Replacement Reserves. The Component Method is a very conservative method and 
if the Analysis is updated regularly, adequate funding will be maintained without the need for adjustments.

Component Method Data - Years 1 through 30
Year 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Beginning balance $30,600   
Recommended annual funding $3,117 $3,983 $3,983 $4,024 $4,024 $4,024 $4,024 $4,026 $4,026 $4,026

Interest on reserves
Expenditures $9,300 $15,750 $5,000

Year end balance $24,417 $28,399 $16,632 $20,656 $24,680 $28,704 $27,727 $31,753 $35,779 $39,805
Cumulative Expenditures $9,300 $9,300 $25,050 $25,050 $25,050 $25,050 $30,050 $30,050 $30,050 $30,050

Cumulative Receipts $33,717 $37,699 $41,682 $45,706 $49,730 $53,754 $57,777 $61,803 $65,829 $69,855

Year 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
Recommended annual funding $4,026 $4,026 $4,026 $4,027 $4,027 $4,028 $4,028 $4,028 $4,028 $4,028

Interest on reserves
Expenditures $20,100 $11,280 $5,000 $15,750 $10,750

Year end balance $43,831 $47,857 $31,783 $35,810 $28,557 $32,585 $31,614 $19,892 $23,920 $17,198
Cumulative Expenditures $30,050 $30,050 $50,150 $50,150 $61,430 $61,430 $66,430 $82,180 $82,180 $92,930

Cumulative Receipts $73,881 $77,907 $81,933 $85,960 $89,987 $94,015 $98,044 $102,072 $106,100 $110,128

Year 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Recommended annual funding $4,030 $4,030 $4,030 $4,030 $4,030 $4,030 $4,030 $4,030 $4,030 $4,030

Interest on reserves
Expenditures $9,300 $5,000 $10,800

Year end balance $21,228 $25,258 $29,288 $33,318 $28,048 $32,078 $31,108 $24,338 $28,368 $32,398
Cumulative Expenditures $92,930 $92,930 $92,930 $92,930 $102,230 $102,230 $107,230 $118,030 $118,030 $118,030

Cumulative Receipts $114,158 $118,188 $122,218 $126,248 $130,278 $134,308 $138,338 $142,368 $146,398 $150,428
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COMPONENT METHOD ACCOUNTING SUMMARY
This Salem Run HOA - Component Method Accounting Summary is an attachment to the
Salem Run HOA - Replacement Reserve Study dated July  24, 2015 and is for use by
accounting and reserve professionals experienced in Association funding and accounting principles.
This Summary consists of four reports, the 2016, 2017, and 2018 Component Method Category Funding
Reports (3) and a Three-Year Replacement Funding Report.

 COMPONENT METHOD CATEGORY FUNDING REPORT, 2016, 2017, and 2018.  Each of the 6 Projected
Replacements listed in the Salem Run HOA Replacement Reserve Inventory has been
assigned to one of 1 categories.  The following information is summarized by category in each report:

 Normal Economic Life and Remaining Economic Life of the Projected Replacements.

 Cost of all Scheduled Replacements in each category.

 Replacement Reserves on Deposit allocated to the category at the beginning and end 
of the report period.

 Cost of Projected Replacements in the report period.

 Recommended Replacement Reserve Funding allocated to the category during the 
report period as calculated by the Component Method.

 THREE-YEAR REPLACEMENT FUNDING REPORT.  This report details the allocation of the $30,600
Beginning Balance (at the start of the Study Year) and the $11,082 of additional Replacement Reserve
funding from 2016 to 2018 (as calculated in the Replacement Reserve Analysis) to each of the 6
Projected Replacements listed in the Replacement Reserve Inventory.  These allocations have been made
using the Component Method as outlined in the Replacement Reserve Analysis.
The calculated data includes:

 Identification and estimated cost of each Projected Replacement schedule in years 2016 through 2018. 

 Allocation of the $30,600 Beginning Balance to the Projected Replacements by the Component Method.

 Allocation of the $11,082 of additional Replacement Reserve Funding recommended in the 
Replacement Reserve Analysis in years 2016 through 2018, by the Component Method.
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2016 - COMPONENT METHOD CATEGORY FUNDING REPORT

Each of the 6 Projected Replacements included in the Salem Run HOA Replacement Reserve
Inventory has been assigned to one of the 1 categories listed in TABLE CM1 below.  This calculated data is a
summary of data provided in the Three-Year Replacement Funding Report and Replacement Reserve Inventory.
The accuracy of this data is dependent upon many factors including the following critical financial data:

 A Beginning Balance of $30,600 as of the first day of the Study Year, January 1, 2016.

 Total reserve funding (including the Beginning Balance) of $33,717 in the Study Year.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

 All Projected Replacements scheduled in the Replacement Reserve Inventory in 2016 being
accomplished in 2016 at a cost of $9,300.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson Associates
to arrange for an update of the Replacement Reserve Study.

2016 - COMPONENT METHOD CATEGORY FUNDING - TABLE CM1
NORMAL REMAINING ESTIMATED 2016 2016 2016 2016

ECONOMIC  ECONOMIC REPLACEMENT BEGINNING RESERVE PROJECTED END OF YEAR
CATEGORY LIFE  LIFE COST BALANCE FUNDING REPLACEMENTS BALANCE

0 to 19 years
SITE COMPONENTS 10 to 30 years 0 to 19 years $62,880 $30,600 $3,117 $9,300 $24,417
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2017 - COMPONENT METHOD CATEGORY FUNDING REPORT

Each of the 6 Projected Replacements included in the Salem Run HOA Replacement Reserve
Inventory has been assigned to one of the 1 categories listed in TABLE CM2 below.  This calculated data is a
summary of data provided in the Three-Year Replacement Funding Report and Replacement Reserve Inventory.
The accuracy of this data is dependent upon many factors including the following critical financial data:

 Replacement Reserves on Deposit totaling $24,417 on January 1, 2017.

 Total reserve funding (including the Beginning Balance) of $37,699 from 2016 through 2017.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson Associates
to arrange for an update of the Replacement Reserve Study.

2017 - COMPONENT METHOD CATEGORY FUNDING - TABLE CM2
NORMAL REMAINING ESTIMATED 2017 2017 2017 2017

ECONOMIC  ECONOMIC REPLACEMENT BEGINNING RESERVE PROJECTED END OF YEAR
CATEGORY LIFE  LIFE COST BALANCE FUNDING REPLACEMENTS BALANCE

SITE COMPONENTS 10 to 30 years 1 to 18 years $62,880 $24,417 $3,983 $28,399
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2018 - COMPONENT METHOD CATEGORY FUNDING REPORT

Each of the 6 Projected Replacements included in the Salem Run HOA Replacement Reserve
Inventory has been assigned to one of the 1 categories listed in TABLE CM3 below.  This calculated data is a
summary of data provided in the Three-Year Replacement Funding Report and Replacement Reserve Inventory.
The accuracy of this data is dependent upon many factors including the following critical financial data:

 Replacement Reserves on Deposit totaling $28,399 on January 1, 2018.

 Total Replacement Reserve funding (including the Beginning Balance) of $41,682 from 2016 to 2018.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

 All Projected Replacements scheduled in the Replacement Reserve Inventory in 2018 being
accomplished in 2018 at a cost of $15,750.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson Associates
to arrange for an update of the Replacement Reserve Study.

2018 - COMPONENT METHOD CATEGORY FUNDING - TABLE CM3
NORMAL REMAINING ESTIMATED 2018 2018 2018 2018

ECONOMIC  ECONOMIC REPLACEMENT BEGINNING RESERVE PROJECTED END OF YEAR
CATEGORY LIFE  LIFE COST BALANCE FUNDING REPLACEMENTS BALANCE

SITE COMPONENTS 10 to 30 years 0 to 17 years $62,880 $28,399 $3,983 $15,750 $16,632
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COMPONENT METHOD - THREE-YEAR REPLACEMENT FUNDING REPORT

TABLE CM4 below details the allocation of the $30,600 Beginning Balance, as reported by the Association and the
$11,082 of Replacement Reserve Funding calculated by the Cash Flow Method from 2016 to 2018, to the 6
Projected Replacements listed in the Replacement Reserve Inventory.  These allocations have been made by
Chronological Allocation, a method developed by Miller Dodson Associates, Inc., and outlined on Page CF1.
The accuracy of the allocations is dependent upon many factors including the following critical financial data:

 Replacement Reserves on Deposit totaling $30,600 on January 1, 2016.

 Replacement Reserves on Deposit totaling $24,417 on January 1, 2017.

 Replacement Reserves on Deposit totaling $28,399 on January 1, 2018.

 Total Replacement Reserve funding (including the Beginning Balance) of $41,682 from 2016 to 2018.

 No expenditures from Replacement Reserves other than those specifically listed in the
Replacement Reserve Inventory.

 All Projected Replacements scheduled in the Replacement Reserve Inventory from 2016 to 2018 being
accomplished as scheduled in the Replacement Reserve Inventory at a cost of $25,050.

If any of these critical factors are inaccurate, do not use the data and please contact Miller Dodson
Associates, Inc., to arrange for an update of the Replacement Reserve Study.

COMPONENT METHOD - THREE-YEAR REPLACEMENT FUNDING - TABLE CM4
Description of Estimated Allocation 2016 2016 2016 2017 2017 2017 2018 2018 2018

Item Projected Replacement  of Beginning Reserve Projected End of Year Reserve Projected End of Year Reserve Projected End of Year
# Replacement Costs Balance Funding Replacements Balance Funding Replacements Balance Funding Replacements Balance

SITE COMPONENTS

1 Stockade fence, north boundary 11,280 1,898 625 2,524 625 3,149 625 3,775
2 Decorative white fence, Salem Run Blv 10,750 3,618 357 3,975 357 4,332 357 4,688
3 Entrance signage (3 ea) 10,800 1,454 719 2,173 719 2,892 719 3,611
4 Asphalt trail, resurface 9,300 9,391 (91) (9,300) 775 775 775 1,550
5 Stormwater drains & structures (10%) 15,750 12,723 1,009 13,732 1,009 14,741 1,009 (15,750)
6 Dry pond concrete structures, allow 5,000 1,515 498 2,013 498 2,510 498 3,008
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1. COMMON INTEREST DEVELOPMENTS - AN OVERVIEW 
 
Over the past 40 years, the responsibility for community facilities and infrastructure around many of our homes has shifted 
from the local government to Community Associations.  Thirty years ago, a typical new town house abutted a public street 
on the front and a public alley on the rear.  Open space was provided by a nearby public park and recreational facilities 
were purchased  ala carte from privately owned country clubs, swim clubs, tennis clubs, and gymnasiums.  Today, 60% of 
all new residential construction, i.e. townhouses, single-family homes, condominiums, and cooperatives, is in Common 
Interest Developments (CID).  In a CID, a homeowner is bound to a Community Association that owns, maintains, and is 
responsible for periodic replacements of various components that may include the roads, curbs, sidewalks, playgrounds, 
streetlights, recreational facilities, and other community facilities and infrastructure.    
 
The growth of Community Associations has been explosive.  In 1965, there were only 500 Community Associations in the 
United States.  According to the 1990 U.S. Census, there were 130,000 Community Associations.  Community 
Associations Institute (CAI), a national trade association, estimates there were more than 200,000 Community 
Associations in the year 2000, and that the number of Community Associations will continue to multiply. 
 
The shift of responsibility for billions of dollars of community facilities and infrastructure from the local government and 
private sector to Community Associations has generated new and unanticipated problems.  Although Community 
Associations have succeeded in solving many short-term problems, many Associations have failed to properly plan for the 
tremendous expenses of replacing community facilities and infrastructure components.  When inadequate replacement 
reserve funding results in less than timely replacements of failing components, home owners are exposed to the burden of 
special assessments, major increases in Association fees, and a decline in property values.  
  
2. REPLACEMENT RESERVE STUDY   
 
The purpose of a Replacement Reserve Study is to provide the Association with an inventory of the common community 
facilities and infrastructure components that require periodic replacement, a general view of the condition of these 
components, and an effective financial plan to fund projected periodic replacements.  The Replacement Reserve Study 
consists of the following: 
 
• Replacement Reserve Study Introduction.  The introduction provides a description of the property, reviews the intent of 

the Replacement Reserve Study, and lists documents and site evaluations upon which the Replacement Reserve 
Study is based. 

 
• Section A Replacement Reserve Analysis.  Many components owned by the Association have a limited life and require 

periodic replacement.  Therefore, it is essential the Association have a financial plan that provides funding for the 
timely replacement of these components in order to protect the safety, appearance, and value of the community.  In 
conformance with American Institute of Certified Public Accountant guidelines, a Replacement Reserve Analysis 
evaluates the current funding of Replacement Reserves as reported by the Association and recommends annual 
funding of Replacement Reserves by two generally accepted accounting methods; the Cash Flow Method and the 
Component Method.  Miller - Dodson provides a replacement reserve recommendation based on the Cash Flow 
Method in Section A, and the Component Method in the Appendix of the report. 

 
• Section B Replacement Reserve Inventory.  The Replacement Reserve Inventory lists the commonly owned 

components within the community that require periodic replacement using funding from Replacement Reserves.  The 
Replacement Reserve Inventory also provides information about components excluded from the Replacement 
Reserve Inventory whose replacement is not scheduled for funding from Replacement Reserves.  

 
 Replacement Reserve Inventory includes estimates of the normal economic life and the remaining economic life for 

those components whose replacement is scheduled for funding from Replacement Reserves. 
 
• Section C Projected Annual Replacements.  The Calendar of Projected Annual Replacements provides a year-by-year 

listing of the Projected Replacements based on the data in the Replacement Reserve Inventory. 
 
• Section D Condition Assessment.  Several of the items listed in the Replacement Reserve Inventory are discussed in 

more detail.  The Condition Assessment includes a narrative and photographs that document conditions at the 
property observed during our visual evaluation. 

 
• The Appendix is provided as an attachment to the Replacement Reserve Study.  Additional attachments may include 

supplemental photographs to document conditions at the property and additional information specific to the property 
cited in the Conditions Assessment (i.e. Consumer Product Safety Commission, Handbook for Public Playground 
Safety, information on segmental retaining walls, manufacturer recommendations for asphalt shingles or siding, etc).  
The Appendix also includes the Accounting Summary for the Cash Flow Method and the Component Method. 
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3. METHODS OF ANALYSIS  
 
The Replacement Reserve industry generally recognizes two different methods of accounting for Replacement Reserve 
Analysis.  Due to the difference in accounting methodologies, these methods lead to different calculated values for the 
Minimum Annual Contribution to the Reserves.  The results of both methods are presented in this report.  The Association 
should obtain the advice of its accounting professional as to which method is more appropriate for the Association.  The 
two methods are: 
 
• Cash Flow Method.  The Cash Flow Method is sometimes referred to as the "Pooling Method."  It calculates the 

minimum constant annual contribution to reserves (Minimum Annual Deposit) required to meet projected expenditures 
without allowing total reserves on hand to fall below the specified minimum level in any year.  

 
 First, the Minimum Recommended Reserve Level to be Held on Account is determined based on the age, condition, 

and replacement cost of the individual components.  The mathematical model then allocates the estimated 
replacement costs to the future years in which they are projected to occur.  Based on these expenditures, it then 
calculates the minimum constant yearly contribution (Minimum Annual Deposit) to the reserves necessary to keep the 
reserve balance at the end of each year above the Minimum Recommended Reserve Level to be Held on Account.  
The Cash Flow Analysis assumes that the Association will have authority to use all of the reserves on hand for 
replacements as the need occurs.  This method usually results in a Minimum Annual Deposit that is less than that 
arrived at by the Component Method. 

 
• Component Method.  This method is a time tested mathematical model developed by HUD in the early 1980s, but has 

been generally relegated to a few States that require it by law.  For the vast majority of Miller - Dodson’s clients, this 
method is not used. 

 
 The Component Method treats each item in the replacement schedule as an individual line item budget.  Generally, 

the Minimum Annual Contribution to Reserves is higher when calculated by the Component Method.  The 
mathematical model for this method works as follows: 

 
 First, the total Current Objective is calculated, which is the reserve amount that would have accumulated had all of the 

items on the schedule been funded from initial construction at their current replacement costs.  Next, the Reserves 
Currently on Deposit (as reported by the Association) are distributed to the components in the schedule in proportion 
to the Current Objective.  The Minimum Annual Deposit for each component is equal to the Estimated Replacement 
Cost, minus the Reserves on Hand, divided by the years of life remaining. 

 
4. REPLACEMENT RESERVE STUDY DATA 
 
• Identification of Reserve Components.  The Reserve Analyst has only two methods of identifying Reserve 

Components; (1) information provided by the Association and (2) observations made at the site.  It is important that the 
Reserve Analyst be provided with all available information detailing the components owned by the Association.  It is 
our policy to request such information prior to bidding on a project and to meet with the individuals responsible for 
maintaining the community after acceptance of our proposal.  After completion of the Study, the Study should be 
reviewed by the Board of Directors, individuals responsible for maintaining the community, and the Association’s 
accounting professionals.  We are dependent upon the Association for correct information, documentation, and 
drawings.  

 
• Unit Costs.  Unit costs are developed using nationally published standards and estimating guides and are adjusted by 

state or region.  In some instances, recent data received in the course of our work is used to modify these figures.  
 
 Contractor proposals or actual cost experience may be available as part of the Association records.  This is useful 

information, which should be incorporated into your report.  Please bring any such available data to our attention, 
preferably before the report is commenced. 

 
• Replacement vs. Repair and Maintenance.  A Replacement Reserve Study addresses the required funding for Capital 

Replacement Expenditures.  This should not be confused with operational costs or cost of repairs or maintenance. 
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5. DEFINITIONS 
 
Adjusted Cash Flow Analysis.  Cash flow analysis adjusted to take into account annual cost increases due to inflation and 
interest earned on invested reserves.  In this method, the annual contribution is assumed to grow annually at the inflation 
rate. 
 
Annual Deposit if Reserves Were Fully Funded.  Shown on the Summary Sheet A1 in the Component Method summary, 
this would be the amount of the Annual Deposit needed if the Reserves Currently on Deposit were equal to the Total 
Current Objective.  
 
Cash Flow Analysis.  See Cash Flow Method, above. 
 
Component Analysis.  See Component Method, above. 
 
Contingency.  An allowance for unexpected requirements.  Roughly the same as the Minimum Recommended Reserve 
Level to be Held on Account used in the Cash Flow Method of analysis. 
 
Critical Year.  In the Cash Flow Method, a year in which the reserves on hand are projected to fall to the established 
minimum level. See Minimum Recommended Reserve Level to be Held on Account. 
 
Current Objective.  This is the reserve amount that would have accumulated had the item been funded from initial 
construction at its current replacement cost.  It is equal to the estimated replacement cost divided by the estimated 
economic life, times the number of years expended (the difference between the Estimated Economic Life and the 
Estimated Life Left).  The Total Current Objective can be thought of as the amount of reserves the Association should now 
have on hand based on the sum of all of the Current Objectives. 
 
Cyclic Replacement Item.  A component item that typically begins to fail after an initial period (Estimated Initial 
Replacement), but which will be replaced in increments over a number of years (the Estimated Replacement Cycle).  The 
Reserve Analysis program divides the number of years in the Estimated Replacement Cycle into five equal increments.  It 
then allocates the Estimated Replacement Cost equally over those five increments.  (As distinguished from Normal 
Replacement Items, see below) 
 
Estimated Economic Life.  Used in the Normal Replacement Schedules.  This represents the industry average number of 
years that a new item should be expected to last until it has to be replaced.  This figure is sometimes modified by climate, 
region, or original construction conditions. 
 
Estimated Economic Life Left.  Used in the Normal Replacement Schedules.  Number of years until the item is expected 
to need replacement.  Normally, this number would be considered to be the difference between the Estimated Economic 
Life and the age of the item.  However, this number must be modified to reflect maintenance practice, climate, original 
construction and quality, or other conditions.  For the purpose of this report, this number is determined by the Reserve 
Analyst based on the present condition of the item relative to the actual age. 
 
Estimated Initial Replacement.  For a Cyclic Replacement Item (see above), the number of years until the replacement 
cycle is expected to begin.   
 
Estimated Replacement Cycle.  For a Cyclic Replacement Item, the number of years over which the remainder of the 
component's replacement occurs.   
 
Minimum Annual Deposit.  Shown on the Summary Sheet A1.  The calculated requirement for annual contribution to 
reserves as calculated by the Cash Flow Method (see above). 
 
Minimum Deposit in the Study Year.  Shown on the Summary Sheet A1.  The calculated requirement for contribution to 
reserves in the study year as calculated by the Component Method (see above). 
 
Minimum Recommended Reserve Level to be Held on Account.  Shown on the Summary Sheet A1, this number is used 
in the Cash Flow Method only.  This is the prescribed level below which the reserves will not be allowed to fall in any year.  
This amount is determined based on the age, condition, and replacement cost of the individual components.  This number 
is normally given as a percentage of the total Estimated Replacement Cost of all reserve components. 
 
Normal Replacement Item.  A component of the property that, after an expected economic life, is replaced in its entirety.  
(As distinguished from Cyclic Replacement Items, see above.)  
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Normal Replacement Schedules.  The list of Normal Replacement Items by category or location.  These items appear on 
pages designated. 
 
Number of Years of the Study.  The numbers of years into the future for which expenditures are projected and reserve 
levels calculated.  This number should be large enough to include the projected replacement of every item on the 
schedule, at least once.  This study covers a 40-year period. 
 
One Time Deposit Required to Fully Fund Reserves.  Shown on the Summary Sheet A1 in the Component Method 
summary, this is the difference between the Total Current Objective and the Reserves Currently on Deposit. 
 
Reserves Currently on Deposit.  Shown on the Summary Sheet A1, this is the amount of accumulated reserves as 
reported by the Association in the current year. 
 
Reserves on Hand.  Shown in the Cyclic Replacement and Normal Replacement Schedules, this is the amount of 
reserves allocated to each component item in the Cyclic or Normal Replacement schedules. This figure is based on the 
ratio of Reserves Currently on Deposit divided by the total Current Objective. 
 
Replacement Reserve Study.  An analysis of all of the components of the common property of the Association for which a 
need for replacement should be anticipated within the economic life of the property as a whole.  The analysis involves 
estimation for each component of its estimated Replacement Cost, Estimated Economic Life, and Estimated Life Left.  
The objective of the study is to calculate a recommended annual contribution to the Association's Replacement Reserve 
Fund. 
 
Total Replacement Cost.  Shown on the Summary Sheet A1, this is total of the Estimated Replacement Costs for all items 
on the schedule if they were to be replaced once. 
 
Unit Replacement Cost.  Estimated replacement cost for a single unit of a given item on the schedule. 
 
Unit (of Measure).  Non-standard abbreviations are defined on the page of the Replacement Reserve Inventory where the 
item appears.  The following standard abbreviations are used in this report: 
 
 EA: each  FT: feet  LS: lump sum  PR: pair  SF: square feet  SY: square yard  
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What is a Reserve Study? 
Who are we? 

 

What kind of property uses a Reserve Study? 
Who are our clients? 

 

Who conducts a Reserve Study? 
Reserve Specialist (RS) what does this mean? 

 

When should a Reserve Study be updated? 
What are the different types of Reserve Studies? 

 

What is in a Reserve Study and what is out? 
Improvement vs Component, is there a difference? 

 
 
 

What is my role as a Community Manager? 
Will the report help me explain Reserves to my 

clients? 
 

 

http://bcove.me/nc0o69t7 http://bcove.me/stt373hj 

http://bcove.me/81ch7kjt http://bcove.me/ixis1yxm 

http://bcove.me/81ch7kjt http://bcove.me/fazwdk3h 

http://bcove.me/nc0o69t�
http://bcove.me/stt373h�
http://bcove.me/81ch7kj�
http://bcove.me/ixis1yx�
http://bcove.me/81ch7kj�
http://bcove.me/fazwdk3�
http://bcove.me/nc0o69t7�
http://bcove.me/stt373hj�
http://bcove.me/81ch7kjt�
http://bcove.me/ixis1yxm�
http://bcove.me/81ch7kjt�
http://bcove.me/fazwdk3h�
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What is my role as a Board Member? 
Will a Reserve Study meet my community’s needs? 

 

Community dues, how can a Reserve Study help? 
Will a study help keep my property competitive? 

 

How do I read the report? 
Will I have a say in what the report contains? 

 

Where do the numbers come from? 
Cumulative expenditures and funding, what?  

 

How are interest and inflation addressed? 
What should we look at when considering inflation? 

 

A community needs more help, where do we go? 
What is a Strategic Funding Plan? 

 

 
 

http://bcove.me/s2tmtj9b http://bcove.me/iqul31vq 

http://bcove.me/n6nwnktv http://bcove.me/2vfih1tz 

http://bcove.me/wb2fugb1 http://bcove.me/7buer3n8 

http://bcove.me/s2tmtj9�
http://bcove.me/iqul31v�
http://bcove.me/n6nwnkt�
http://bcove.me/2vfih1t�
http://bcove.me/wb2fugb�
http://bcove.me/7buer3n�
http://bcove.me/s2tmtj9b�
http://bcove.me/nc0o69t7�
http://bcove.me/n6nwnktv�
http://bcove.me/2vfih1tz�
http://bcove.me/wb2fugb1�
http://bcove.me/7buer3n8�


Rules and Regulations

SALEM RUN HOA INC.



 
 

 
 

Article 8 
 

RESTRICTIONS ON USE OF LOTS AND COMMON AREA: 
RULES AND REGULATIONS 

 
 
           
 
         
Amendment to; Section 8.2 - Restriction on Use,  (n) Vehicles: 
 
      
      Except in connection with construction activities, no commercial vehicles, no 
trucks or vans upon which commercial signage or equipment or materials is visible, 
or trailers, camper, recreational vehicles, boats or other large vehicles, including 
grounds maintenance equipment, may be parked on any portion of the Common 
Area or any portion of a Lot visible from the Common Area or another Lot or on 
any public right-of-way within or adjacent to the Property, unless expressly 
permitted by the Board of Directors and only in such parking areas or for such time 
periods (if any) as may be designated for such purpose.  Parking of all such vehicles 
and relate equipment, other than on a temporary and non-recurring basis, shall be 
in garages or screened enclosures approved by the Covenants (if any).  No junk or 
derelict vehicle or other vehicle on which current registration plates and current 
county and state inspection permits are not displayed shall be kept upon any portion 
of the Common Area or any portion of a Lot visible from the Common Area or 
another Lot or any public right-of-way within or adjacent to the Property.  Vehicle 
repairs are not permitted, except in accordance with the Rules and Regulations; 
provided, however that noncommercial repair of vehicles is permitted within 
enclosed structures.  All motor vehicles, including without limitation, trail bikes, 
motorcycles, dune buggies and snowmobiles, shall be driven only upon paved streets 
and parking lots.  No motor vehicles shall be driven on paths and walkways or 
unpaved portions of the Common Area, except such vehicles as authorized by the 
Board of Directors for the Upkeep of the Common Area. 
 
 
 
 
 
_______________________________                                    __________________ 
President                                                                                  Date 



Yearly Meeting Schedule

SALEM RUN HOA INC.



Salem Run 
HOMEOWNERS ASSOCIATION, INC 

 

2016 MEETING SCHEDULE 
 

Date       Time Type of Meeting  Location 

 

February 3, 2016     6:00 pm       Board    Salem Church Library 
 

April 6, 2016         6:00 pm Board    Salem Church Library 
 

July 6, 2016        6:00 pm Board    Salem Church Library 
  

October 05, 2016     6:00 pm Board    Salem Church Library 
 

November 9, 2016     6:00 pm Annual    Salem Church Library 

 

Meetings of the Board of Directors are held at Salem Church Library located at 2607 

Salem Church Rd, Fredericksburg, VA 22407. 

 

The 2016 Annual Meeting will be held on November 9, 2016 at Salem Church Library. 

Notice of the annual meeting will be sent out in late October. 

 

Salem Run Community Association Manager, Michelle Bolte at 540-371-3406, Ext. 221 

or mbolte@e-landmarc.com. 

 

St. George’s Accounts Manager, Tracy Hymes at 540-371-3406 Ext. 211 or thymes@e-

landmarc.com. 

 

 Meeting dates are subject to change at the Board’s discretion. 

 

mailto:mbolte@e-landmarc.com
mailto:thymes@e-landmarc.com
mailto:thymes@e-landmarc.com


Salem Run Villas HOA Meeting Schedule 2015

Meeting Date Time Location Room Type  

Wednesdays   

February 4, 2015 6:00 p.m. Salem Church Library A Board
 

April 1, 2015 6:00 p.m. Salem Church Library A Board
  

July 1, 2015 6:00 p.m. Salem Church Library A Board
 

October 7, 2015 6:00 p.m. Salem Church Library A Board

November 4, 2015 6:00 p.m. Salem Church Library A Annual

Meeting Dates and Location subject to change.  Please contact management to confirm.



Salem Run 
HOMEOWNERS ASSOCIATION, INC 

 

2017 MEETING SCHEDULE 
 

Date       Time Type of Meeting  Location 

 

February 8, 2017     6:00 pm       Board    Salem Church Library 
 

May 24, 2017         6:00 pm Board    Salem Church Library 
 

August 9, 2017       6:00 pm Board    Salem Church Library 
  

November 8, 2017     6:00 pm Annual    Salem Church Library 

 

Meetings of the Board of Directors are held at Salem Church Library located at 2607 

Salem Church Rd, Fredericksburg, VA 22407. 

 

The 2017 Annual Meeting will be held on November 8, 2017 at Salem Church Library. 

Notice of the annual meeting will be sent out in late October. 

 

Salem Run Community Association Manager, Michelle Bolte at 540-371-3406, Ext. 221 

or mbolte@e-landmarc.com. 

 

Salem Run Accounts Manager, Tracy Hymes at 540-371-3406 Ext. 211 or thymes@e-

landmarc.com. 

 

 Meeting dates are subject to change at the Board’s discretion. 

 

mailto:mbolte@e-landmarc.com
mailto:thymes@e-landmarc.com
mailto:thymes@e-landmarc.com
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