


below, prior approval of the applicable Category of Owners shall not be required in order for the
Association to pay any such expenses, costs and fees.

For all purposes permitted in this Declaration and by applicable law, the Residential
Directors shall have the authority to lease or license any Limited Common Elements-Residential, the
Deed Restricted Residential Directors shall have the authority to lease or license any Limited Common
Elements-Deed Restricted Residential, and the Tourist Accommodation Directors shall have the authority
to lease or license any Limited Common Elements-Tourist Accommodation. Any lease or license granted
in accordance with this sub-section shall require the lessee or licensee to pay all costs and expenses,
including costs of maintenance, repair and replacement, resulting from its use of such Limited Common
Elements.

7.1.3  The Commercial Directors, on behalf of the Commercial Owners, shall be
responsible for the exclusive management, control, maintenance, repair, replacement and improvement of
the Limited Common Elements-Commercial. The expenses, costs and fees of such management,
operation, maintenance and repair of the Limited Common Elements-Commercial shall be part of the
Assessments to be-paid by the Commercial Owners for such Limited Common Elements-Commercial
and, subject to the budget approval procedures of Section 8.6 below, prior approval of the Commercial
Owners shall not be required in order for the Association to pay any such expenses, costs and fees. The
Commercial Directors, with the approval of the Commercial Owners representing a majority of the total
votes entitled to be cast on Association matters or, if such Limited Common Element is appurtenant to
one or more, but fewer than all the Commercial Units, the approval of the Commercial Owners to which
such Limited Common Element is appurtenant, shall have the authority to lease or license any Limited
Common Elements-Commercial to others for all purposes permitted in this Declaration and by applicable
law; provided, however, that any such lease or license shall require the lessee or licensee to pay all costs
and expenses, including costs of maintenance, repair and replacement, resulting from its use of such
Limited Common Elements.

Section 7.2  Reserve Account.

The Association shall establish and maintain, as part of its budget and out of the installments of
the annual Assessments, adequate reserve accounts for maintenance, repair or replacement of those
Common Elements that must be replaced on a periodic basis, the reserve funds to be designated for the
use of either the General Common Elements, Limited Common Elements-Residential, Limited Common
Elements-Tourist Accommodation, Limited Common Elements-Deed Restricted Residential or Limited
Common Elements-Commercial and segregated by account in these categories (collectively, the “Reserve
Account”).

Section 7.3  Owner’s Negligence.

Subject to the terms of Section 9.4 hereof, in the event that the need for maintenance, repair or
replacement of all or any portion of the Common Elements is due to the grossly negligent, reckless or
willful act or omission of an Owner, any member of an Owner’s family, or an Owner’s guests, invitees or
tenants, then the expenses incurred by the Association for such maintenance, repair or replacement shall
be a personal obligation of such Owner. To the extent that the area in need of maintenance, repair or
replacement is due to the negligent act or omission of an Owner, any member of an Owner’s family, or an
Owner’s guests, invitees or tenants, then such Owner shall be liable to the Association for the amount of
any applicable insurance deductible(s) and for any amounts in excess of insurance proceeds; provided,
however, if such area is not covered by insurance the expenses incurred by the Association for such
maintenance, repair or replacement shall be a personal obligation of such Owner. If the Owner fails to
repay any applicable expenses incurred by the Association within seven (7) days after notice to the Owner
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of the amount owed, then the failure to so repay shall be a default by the Owner under the provisions of
this Section, and such expenses shall automatically become a default Assessment determined and levied
against such Owner’s Unit or Fractional Ownership Interest, enforceable by the Association in accordance
with Section 8.11, Section 8.12 and Section 8.13 below.

Section 7.4 Delegation of Management and Maintenance Duties.

The Executive Board, with the approval of a majority of the Commercial Directors and a majority
of the Residential Directors, may delegate all or any part of its powers and duties to one or more
Managing Agents, including Declarant or aftiliates of Declarant or either of them; provided, however,
that if a Plan of Fractional Ownership has been created with respect to the Tourist Accommodation Units,
the Executive Board shall designate a Managing Agent as provided in this Section, and the Management
Agreement for such Managing Agent shall allow for either party to terminate, for cause, upon sixty (60)
days’ notice, or as required by applicable law. A Management Agreement entered into by the Executive
Board may only be terminated by the Executive Board by a majority vote thereof, including the approval
of a majority of the Commercial Directors and a majority of the Residential Directors and a vote of
Owners representing sixty percent (60%) or more of the total number of votes entitled to be cast on
Association matters. Notwithstanding the delegation by the Executive Board to a Managing Agent, the
Executive Board shall not be relieved of its responsibilities under this Declaration. Any Management
Agreement entered into by the Executive Board shall require the Managing Agent to maintain garage
keeper’s insurance for the benefit of the Tourist Accommodation Owners as a Limited Common Expense-
Tourist Accommodation to the extent such Managing Agent provides parking valet services to the Tourist
Accommodation Owners.

Section 7.5 Acquiring and Disposing of Personal Property.

The Association may acquire, own and hold for the use and benefit of all Owners tangible and
intangible personal property, including without limitation, membership rights, services and benefits for
the use, enjoyment security, comfort and convenience of Owners and any Class or Category thereof and
may dispose of the same by sale or otherwise, and the beneficial interest in any such property shall be
deemed to be owned by the Owners in the same undivided proportion as their respective undivided
interests in the Common Elements. Such interests shall not be transferable except with the transfer of a
Unit or Fractional Ownership Interest. A conveyance of a Unit or Fractional Ownership Interest shall
transfer ownership of the transferor’s beneficial interest in such personal property without any reference
thereto. Each Owner may use such personal property in accordance with the purposes for which it is
intended, without hindering or encroaching upon the lawful rights of other Owners. The transfer of title
to a Unit or Fractional Ownership Interest under foreclosure shall entitle the purchaser to the interest in
such personal property associated with the foreclosed Unit or Fractional Ownership Interest.

Section 7.6  Cooperation with District, Master Association and Other Associations.

The Association may contract or cooperate with the District, the Master Association or with other
homeowners’ associations or entities within Aspen Highlands Village as convenient or necessary to
provide services and privileges, such as access to recreational facilities in Aspen Highlands Village, and
to fairly allocate costs among the parties utilizing such services and privileges which may be administered
by the Association or such other organizations, for the benefit of Owners and their family members,
guests, tenants and invitees. The costs associated with such efforts by the Association (to the extent not
chargeable to other organizations) shall be a General Common Expense if for the benefit of all Owners or
shall be a Limited Common Expense if for the benefit of one or more but less than all Owners.
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Section 7.7 [ssuance of Rules and Regulations.

The Executive Board may, by a majority of the voting Directors, including the approval of a
majority of each Class of Directors consistent with Section 6.7 above, make and amend reasonable rules
and regulations governing the use and rental of the Units and the use and operation of the Common
Elements. Notwithstanding the foregoing, any such rules and regulations shall not be inconsistent with
the terms of this Declaration, including, but not limited to Article 13. In addition, such rules and
regulations shall, when applied to each of the Units considering the use of such Unit, be equitable and
reasonable as applied to the Unit with respect to the use thereof. After the adoption of the initial rules and
regulations, which may be approved by the Executive Board with the consent of the Declarant prior to the
conveyance of the first Unit or Fractional Ownership Interest in the Project, the Executive Board shall
provide thirty (30) days written notice prior to the adoption or amendment of any rules and regulations
and provide for a reasonable opportunity for Owners to comment at a meeting of the Executive Board on
the proposed adoption or amendment of any rules and regulations.

Section 7.8 Enforcement of Association Documents.

7.8.1 This Declaration and the bylaws of the Association constitute a general scheme
benefiting each Unit and the Property as a whole and may be enforced by Declarant, the Association or an
aggrieved Owner. A violation of any of the provisions of this Declaration causes irreparable damage to
the Property. Therefore, subject to the terms and conditions of this Section 7.8 and except as otherwise
expressly provided elsewhere in this Declaration, Declarant, the Association and any aggrieved Owner
may prosecute a proceeding at law or in equity against anyone violating or attempting to violate the
provisions of this Declaration, including, without limitation, an action for a temporary restraining order,
preliminary injunction and permanent injunction.

7.8.2 The Association may recover from anyone violating or attempting to violate any
provision of this Declaration reasonable attorneys’ fees and other legal costs incurred by the Association
in successfully enforcing the provision, regardless of whether suit is initiated. If such person is an Owner,
the amount of the fees and costs constitute a lien against the Owner’s Unit or Fractional Ownership
Interest which may be foreclosed in accordance with Section 8.13. In addition, if any Owner fails to
comply with this Declaration, the bylaws or the rules and regulations of the Association, the Association
may (i) temporarily suspend the Owner’s right to use or enjoy the Common Elements, and (ii) impose
other appropriate measures; provided, however, that before imposing any of those measures (other than
late charges, interest and reasonable collection costs relating to delinquent-payments), the Executive
Board will promulgate rules and regulations relating to those measures including provisions affording a
defaulting Owner notice of the claimed default and an opportunity to be heard by the Executive Board
prior to the imposition of the disciplinary measure.

7.8.3 Before an aggrieved Owner may prosecute any proceeding at law or in equity
enforcing the provisions of this Declaration or the bylaws of the Association or seeking other relief
relating to a violation or attempted violation of the provisions of this Declaration or the bylaws of the
Association, the Owner will first give written notice to the Executive Board specifying the violation or
attempted violation of the provisions of this Declaration or the bylaws, the facts and circumstances
surrounding the violation, and the name of the person alleged to have violated or attempted to violate the
provisions of this Declaration or the bylaws. The Executive Board may initiate a proceeding in law or in
equity to enforce the provisions of this Declaration or the bylaws of the Association, to prevent a violation
or to obtain damages for damage to the Common Elements resulting from the violation, or may otherwise
enforce the provisions of this Declaration. The aggrieved Owner may exercise any of its rights under
Section 7.8.1 if (i) the violation or attempted violation results or would result in direct and immediate
physical damage to the Owner’s Unit, or (ii) the Association fails to enforce or cause enforcement of the
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violated provisions of this Declaration or the bylaws of the Association within sixty (60) days afier the
Executive Board receives the Owner’s notice.

Section 7.9  Identity of Executive Board and Managing Agent.

From time to time, but no less than annually, the Association shall mail to each Owner a notice
containing the names and addresses of the members of the Executive Board and the Managing Agent(s),
ifany.

Section 7.10  Implied Rights.

The Association may exercise any and all other rights or privileges given to it by this Declaration,
or by the other Association Documents, or as may otherwise be given to it by law, and every other right or
privilege reasonably to be implied from the existence of any right or privilege given to the Association in

the Association Documents or reasonably necessary to effectuate any such right or privilege.

Section 7.11 Books and Records of the Association.

The Executive Board, directly or through its Managing Agent(s), as the case may be, shall keep
detailed, accurate records of the receipts and expenditures affecting the Common Elements and shall
maintain such other books and records as may be required under the Act. Owners and Mortgagees may
inspect the records of receipts and expenditures of the Managing Agent(s) or the Executive Board at
convenient weekday business hours. In addition, the other books, records and papers of the Association,
including this Declaration, the articles of incorporation and the bylaws of the Association, as well as any
Management Agreement and any rules and regulations of the Association, shall be available for
inspection by any Owner or Mortgagee at all times during convenient weekday business hours. Unless a
shorter time is required by law, inspection shall require three (3) days advance, written notice.

Section 7.12 Compliance with Liquor Laws.

To the extent necessary to comply with applicable requirements of the Liquor Code of the State
of Colorado, the Executive Board and any Managing Agent may grant exclusive possession and control of
any portion of the Common Elements and/or any Unit owned or leased by the Association to a duly
authorized licensee for the limited purpose of serving all types of alcoholic beverages.

Section 7.13 LIMITATION OF LIABILITY OF ASSOCIATION.

NOTWITHSTANDING THE DUTY OF THE ASSOCIATION TO MAINTAIN AND REPAIR
THE COMMON ELEMENTS, AND EXCEPT TO THE EXTENT COVERED BY ASSOCIATION
INSURANCE AS DESCRIBED IN ARTICLE 10, THE ASSOCIATION SHALL NOT BE LIABLE TO
OWNERS FOR INJURY OR DAMAGE, OTHER THAN FOR THE COST OF MAINTENANCE AND
REPAIR, CAUSED BY ANY LATENT CONDITION OF THE COMMON ELEMENTS TO BE
MAINTAINED AND REPAIRED BY THE ASSOCIATION OR CAUSED BY THE ELEMENTS OR
OTHER OWNERS OR PERSONS.

Section 7.14 Financial Statements..

The Association shall have the power and duty to cause to be regularly prepared financial
statements for the Association and copies thereof to be distributed to all Owners as provided in this
Section 7.14.
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7.14.1 The budgets prepared in accordance with Section 8.6 below shall be distributed
to Owners not less than forty-five (45) days nor more than sixty (60) days before the beginning of each
fiscal year, except the first fiscal year with respect to which the budget shall be distributed as soon as
reasonably possible. The advance budget shall contain at least the following information:

(a) Estimated revenue and expenses on an accrual basis;
(b) The balance of the Reserve Account;
(c) An itemized estimate of the remaining life of major components of the

Common Elements and the methods of funding to defray reserve expenses; and

(d) A general statement setting forth the procedures used by the Executive
Board in the calculation and establishment of the Reserve Account.

7.14.2 An annual report as defined by this Section 7.14.2 shall be distributed within 120
days after the end of each fiscal year. The annual report shall be prepared by a certified public accountant
in any fiscal year in which the gross income to the Association exceeds $75,000.00. If the annual report
is not prepared by such a certified public accountant, the annual report shall be prepared by the Managing
Agent or by an officer of the Association and shall be accompanied by the certificate of the person
preparing the annual report that the annual report was prepared without audit from the books and records
of the Association. The annual report is a report to the Owners consisting of;

(a) A balance sheet relating to the Association as of the last day of the fiscal
year;

(b An operating statement for such fiscal year;

(c) A statement of changes in financial position for such fiscal year; and

(d) A list of the names, mailing addresses and telephone numbers of the
members of the Executive Board,

Section 7.15 Limitation on Power of Managing Agent.

The Managing Agent shall not enter into a contract with a third person or entity whereby such
person or entity will furnish goods or services for the management and operation of the Project or for the
maintenance and repair of the Project, for a term longer than one (1) year without the consent of a
majority of the Owners other than Declarant, except for:

7.15.1 A contract with a public utility company; provided, however, that the term of the
contract shall not exceed the shortest term for which the supplier will contract at the regulated rate.

7.15.2 Prepaid casualty and/or liability insurance policies not to exceed three (3) years
duration provided that the policy permits short-rate cancellation by the insured.

7.15.3 The following types of contracts provided that the lessor or provider is not an
entity in which the Declarant or the Managma Agent has a direct or indirect interest of ten percent (10%)

or more:

7.15.4 a lease of furniture, furnishings, appliances and other personal property;
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7.15.5 agreements for cable television services and equipment or satellite television
services and equipment; and

7.15.6 agreements for burglar alarm services and equipment.

ARTICLE 8.
ASSESSMENTS

Section 8.1 Covenant of Personal Obligation of Assessments.

Declarant, by creating the Units pursuant to this Declaration, and every other Owner, by
acceptance of Lhe deed or other instrument of transfer of his Unit or Fractional Ownership Interest
(whether or not it shall be so expressed in such deed or other instrument of transfer), is deemed to
personally covenant and agree with the Association, and hereby does so covenant and agree to pay to the
Association, the (a) annual Assessments, (b) special Assessments, (c) personal Assessments and (d)
default Assessments applicable to the Owner’s Unit or Fractional Ownership Interest. No Owner may
waive or otherwise escape personal liability for the payment of the Assessments provided for in this
Declaration by not using the Common Elements or the facilities contained in the Common Elements or by
abandoning or leasing his Unit or Fractional Ownership Interest. Pursuant to the Master Association
Documents, the Association (i) is empowered and authorized, and upon the request of the Master
Association shall be required, to levy and collect from Owners of Units within the Association the
assessments owing to the Master Association as part of the Association’s own assessment procedures and
to promptly remit such assessments collected by the Association to the Master Association; and (ii) is
required to levy and collect from Owners of Fractional Ownership Interests within the Association the
assessments owing to the Master Association as part of the Association’s own assessment procedures and
to promptly remit such assessments collected by the Association to the Master Association. The
Association is also required to levy and collect from Owners of Fractional Ownership Interests the annual
dues for The Ritz-Carlton Membership Program payable to The Ritz-Carlton Travel Company, L.L.C. as
Program Manager of The Ritz-Carlton Club Membership Program pursuant to the Membership Program
Documents. The Association is responsible for paying assessments levied by the Parking Association
with respect to any and all parking units in the Parking Facility and all such assessments shall be
considered Common Expenses of the Association and assessed by the Association against the Owners as
part of its Assessments (provided, however, that assessments of the Parking Association shall be allocated
only to Owners of Units (including Owners of Fractional Ownership Interests therein) to whom parking
rights are allocated).

Section 8.2  Purpose of Assessments.

The Assessments levied by the Association shall be used for the purpose of promoting the health,
safety, convenience and general welfare of the Owners, including the improvement and maintenance of
the Property and of the services and facilities located on the Property. Proper uses of the Assessments
shall include, but are not limited to, the following:

8.2.1 Repairing, replacing, renovating, rebuilding, improving and maintaining any of
the Common Elements not made the responsibility of the Owners by Section 7.3 above, Section 9.2

below, or other provisions of this Declaration;

8.2.2 Installing, maintaining and repairing underground utilities upon, across, over and
ander any part of the Project which are not conveyed to and accepted by utility companies;

8.2.3 Furnishing garbage and trash pickup and water and sewer services to the Project;
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