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WATERSTONE
CONDOMINIUM INFORMATION STATEMENT

I. USEFUL NAMES AND NUMBERS

NAME OF CONDOMINIUM
Waterstone Condominiums
LOCATION OF CONDOMINIUM

1101 Ivean Pearson Road
Lago Vista, Texas 78645 (Travis County)

NAME & ADDRESS OF DECLARANT

Waterstone Development, L.P.

c/o Winston Capital Group

5956 Sherry Lane, Suite 1200

Dallas, Texas 75225

Tel (214) 360-7690 = Fax (214) 360-7691
www.winstoncapital.com

SALES CENTER

1114 Lohmans Ford Road

Lago Vista, Texas 78645

Website - www.waterstonelaketravis.com

email: sales@waterstonelaketravis.com

toll-free telephone: 866.520.LAKE (866.520.5253)

TITLE COMPANY USED BY SELLER AS ESCROW AGENT

Heritage Title Company of Austin « Westlake Branch
901 Mopac Expressway South

Barton Oaks Plaza V, Suite 100

Austin, Texas 78746

Tel (512) 329-3900 « Fax (512) 329-3999
www.heritagetitleofaustin.com

MANAGING AGENT FOR CONDOMINIUM ASSOCIATION

Huffman Asset Management, LLC

5956 Sherry Lane, Suite 1200

Dallas, Texas 75225

Tel (214) 360-7690 » Fax (214) 360-7691
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WATERSTONE
CONDOMINIUM INFORMATION STATEMENT

I1. DISCLOSURE NOTICE

This Condominium Information Statement presents certain information regarding the
condominium development and the units being offered for sale by the declarant. It consists of two
parts, a narrative portion and an exhibits portion. The exhibits include legal documents that are
required for the creation and operation of the condominium. The exhibits will control any
inconsistency between the exhibits and the narrative. The declarant’'s representatives are
prohibited from changing or attempting to interpret any of the terms and conditions of this
Condominium Information Statement. Similarly, representatives and agents of the condominium
association are not authorized to change or attempt to interpret any of the information in this
Condominium Information Statement.

The Condominium Information Statement is not intended to be all inclusive or to address
every significant feature of the condominium. Because purchasing real property is an important
decision, the purchaser is encouraged to review this Condominium Information Statement with an
attorney and to consult other sources for information not covered by the Condominium Information
Statement.

Under limited circumstances, a purchaser of a condominium unit has a 5-day period after
receiving the Condominium Information Statement during which the purchaser may cancel the
contract of sale and obtain full refund of any money deposited in connection with the contract. This
right to cancel does not apply if the purchaser received the Condominium Information Statement
before signing the contract or if the contract contains an underlined or bold-print provision
acknowledging the purchaser's receipt of the Condominium Information Statement and
recommending that the purchaser read the Condominium Information Statement before signing the
contract. If the purchaser elects to cancel, notice of cancellation must be given pursuant to Section
82.156 of the Texas Property Code, the Texas Uniform Condominium Act.

111. ISSUANCE DATE

The issuance date of this Condominium Information Statement is August 11, 2009.
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WATERSTONE
CONDOMINIUM INFORMATION STATEMENT

IV. NARRATIVE PORTION
1. DECLARANT

The developer or "declarant” of Waterstoneis Waterstone Development, L.P., a Texas limited
partnership. The managing general partner of Waterstone Development, L.P., is Waterstone
Development Management, L.L.C., a Texas limited liability company. Declarant may be reached at
the offices of Winston Capital Group, at 5956 Sherry Lane, Suite 1200, Dallas, Texas 75225,
telephone (214) 360-7690, fax (214) 360-7691.

2. LOCATION

Waterstone is located on a prime peninsula on the north shore of Lake Travis, directly across
from the Lakeway development, adjacent to the emerging residential development of Waterford on
Lake Travis. From Austin, take Hwy 183 north to FM 1431, then west to Lago Vista, turn left on
Lohman's Ford Road and continue in the direction of Point Venture Golf Course until you reach
Ivean Pearson Road. Watch for signs announcing Waterford on Lake Travis and Waterstone.

Located near the town of Lago Vista, Texas, Waterstone has a Lago Vista address and is
served by the Lago Vista Independent School District. However, on the date of this Condominium
Information Statement, Waterstone is not within the corporate boundaries of Lago Vista or any
other city in Travis County. Instead, Waterstoneis within the extraterritorial jurisdiction (the "ETJ")
of the City of Austin, Texas - the heart of which is approximately 35 miles away.

3. PRECONSTRUCTION DISCLOSURES

On the date of this Condominium Information Statement, construction of Waterstone has not
been completed and some aspects of the proposed development, such as specific construction
materials, the unit mix, and the unique identifying number of each unit, are subject to change. This
Paragraph applies only during Waterstone’s preconstruction period, before a purchaser can see a
completed building and the completed recreational features. Declarant intends to create a maximum
of 71 units in 7 buildings, for which the construction will be staged. Declarant will convey title to
a completed unit within two years of the effective date of a sales contract. Until constructed, every
aspect of Waterstone’s unit mix, construction materials, recreational features, and parking facilities
is subject to change as a result of engineering considerations, availability of skilled labor, marketing
studies, and the cost and availability of materials. 1f a purchaser's pre-construction decision
to buy a Waterstone home is based on a particular feature of the Property, the
purchaser is advised to identify the feature as a special provision and contingency of his
purchase contract. Otherwise, a purchaser is considered to be tolerant of substitutions,
modifications, or eliminations of proposed features or materials.

4. RECREATIONAL FEATURES

Declarant is developing Waterstone as a wholly residential community with recreational
features. All of the buildings will face Lake Travis - the better views being closer to the point of
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the peninsula. The best view of Lake Travis has been reserved for the enjoyment of all residents
of Waterstone - the view of the lake from the leisure deck. An infinity edge pool and heated spa
at the leisure deck level are planned for Waterstone. Family and friends of Waterstone residents
will enjoy the proposed firepit and outdoor kitchen. A lighted path is planned to connect the leisure
deck to a lakeside beach.

On the date of this Condominium Information Statement, Declarant expects to obtain
permission from the Lower Colorado River Authority to construct "day docks" for the temporary
mooring of watercraft on the Waterstone shore of Lake Travis. Declarant does not guaranty the
existence, number, location, or timing of day docks, which are largely governed by the LCRA.

5. OVERALL PLAN

On the date of this Condominium Information Statement, Declarant expects to develop the
property in phases, the first phase being a total of 24 units in portions of 4 buildings, and
culminating in a maximum of 71 units in 7 buildings. The quality of construction of all buildings and
improvements in future phases will be compatible with the buildings and improvements in the initial
phase. All units and common elements in future phases will be restricted to use in the same
manner and to the same extent as those of the initial phase.

6. FLOORPLANS

Waterstone has 5 floorplans. All references to square footage sizes of floorplans or homes in
this Condominium Information Statement and in the marketing literature are based on an architect's
pre-construction drawings and estimates of interior or exterior spaces, as applicable. After the
property is substantially complete, Declarant's surveyor will measure the units for preparation
of the plats and plans to be recorded with the Declaration. The actual dimensions of the unit
include areas that are not air-conditioned, such as the wall cavities. The table below states the
estimated and approximated sizes of air conditioned areas of the units based on initial proposed
unit mix and pre-construction drawings, all of which are subject to restatement based on as
built surveys. The 5 floorplans are expected to be distributed as follows:

PLAN NO. TOTAL
NAME DESCRIPTION A:';gg;( FIRST OF
PHASE PLAN

2 Bedroom - 2.5 Bath
big sur 2-story Townhome
on 2nd and 3rd Floors

1,422-
1,508

2 Bedroom - 2 Bath
la jolla 2nd Floor Flat - Balcony 1,470 5 14
(above garages)

3 Bedroom - 3 Bath
balboa Ground Floor Flat - Patio 1,915 5 14

3 Bedroom - 3 Bath
cypress 2-story Townhome 1,788 8 24
on 2nd and 3rd Floors
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PLAN NO. TOTAL
NAME DESCRIPTION APPROX. FIRST OF

A/C SF PHASE PLAN

3 Bedroom - 3 Bath
delmar Ground Floor Flat - Patio 1,819 2 5

7. PARKING

Waterstone has parking that will allow at least two cars per Waterstone unit. Some buildings
are configured in ways that create private garages - either one car or two car - for some units in
the building. Garages are a part of the Unit, but may be attached or detached.

8. DEVELOPMENT RIGHTS

In Appendix B of the Declaration, Declarant reserves for itself certain "Development Rights"
in order to respond to changing market conditions. Declarant discloses that it reserves the right
in the Declaration to change the numbers, sizes and types units, including the right to combine and
subdivide units. Declarant further discloses that it reserves the right to create units, common
elements, and limited common elements within Waterstone Condominiums.

The Development Rights may be exercised at any time, but not more than 12 years after
recording of the Declaration. Declarant may terminate some or all of the Development Rights prior
to the 12 year expiration date by a recorded instrument. No Development Right may be exercised
unless approved pursuant to Appendix B of the Declaration.

9. SPECIAL DECLARANT RIGHTS

In addition to Development Rights, Declarant has reserved for itself the following "Special
Declarant Rights" to facilitate the creation and marketing of units: (1) to complete improvements
indicated on the plats and plans filed with the Declaration; (2) to exercise any Development Rights;
(3) to make Waterstone part of a larger condominium or a planned community; (4) to maintain
sales, management, and leasing offices, signs advertising Waterstone, and models; (5) to use
easements through the common elements for the purpose of making improvements within
Waterstone; and (6) to appoint or remove any officer or director of the Association during the
period of Declarant control.

10. ASSOCIATION

Waterstone Owners Association (the “Association”) is or will be the Texas nonprofit
corporation that will administer Waterstone Condominiums. While Declarant is constructing and
marketing Waterstone, it retains certain rights to control the Association to ensure an orderly
operation during the initial population of this new community. Declarant intends to transition
control of the Association to the homeowners in a step-by-step process, so the homeowners can
participate in decision making while Declarant is still involved with Waterstone. At first, all the
officers and directors of the Association will be appointed by Declarant. The second stage occurs
within 120 days after Declarant closes the sale of half the homes in the anticipated full construction
of 71 units. At that time, the homeowners other than Declarant will elect one of the three
directors. The third stage of transition occurs within 120 days after Declarant closes the sale of
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three-fourths of the homes in the anticipated full construction of 71 units. At that time, Declarant
will invite the homeowners to the transitional meeting of the Association for the purpose of electing
the entire board of directors. The Declarant Control Period is described in Appendix B of the
Declaration of Waterstone, which is included in this Condominium Information Statement.

11. MANAGEMENT

The Association is or will be managed by a professional management company that focuses
on condominium and homeowner associations. On the date of this Condominium Information
Statement, Waterstone is to be managed by Huffman Asset Management, LLC with offices at 5956
Sherry Lane, Suite 1200, Dallas, Texas 75225. The president of Huffman Asset Management, Mr.
Doug Huffman may be reached by phone at (214) 360-7690.

12. PROJECTED OR PRO FORMA BUDGET

In preparing this Condominium Information Statement, Declarant obtained a proposed budget
for the operation of Waterstone as a fully constructed and fully occupied 71 unit condominium for
the entire fiscal year, but based on current rates and charges. The proposed budget, which is
attached as Exhibit E, is designed to give unit purchasers a picture of the types and relative sizes
of expenses that may be incurred by the Association in operating Waterstone after the Declarant
control period and assuming that Declarant completes the development as planned.

Some of the assumptions on which the budget is based are described in the budget certificate
at Exhibit E. The budget also assumes that the development will be managed by an independent
third-party management firm. The proposed budget at Exhibit E does not address the temporary
and fluctuating circumstances of the property as it is being constructed, marketed, phased, and
initially occupied.

The budget was prepared for Declarant by Mr. Doug Huffman of Huffman Asset Management,
LLC. By signing this Condominium Information Statement, Declarant affirms that, to the best of
Declarant's knowledge and belief, the assumptions on which the projected budget is based are
reasonable.

13. ASSESSMENTS

While the property is being constructed and Declarant controls the Association, the
Association is levying assessments based on the estimated budget for the fully developed 71 unit
condominium. During that period, Declarant will subsidize the actual operating expenses of the
Association as they are paid, if needed. The average regular monthly assessment obligation of each
Waterstone unit or floorplan type is stated in Exhibit E. Please keep in mind that the projected
budget is based on estimates and that the actual operating expenses of the Association may be
higher or lower.

14. INITIAL CAPITAL CONTRIBUTION

Consistent with the underwriting guidelines of Fannie Mae, the Declaration requires each
original purchaser of a unit to contribute the equivalent of at least 2 months' of assessments to the
Association's working capital fund. This is a one-time nonrefundable fee paid to the Association to
create a "start up" fund from which operating expenses and insurance premiums can be paid.
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Please be advised that the amount of working capital contribution may vary from time to time as
the budget is revised.

15. EASEMENTS, RESTRICTIONS, LIENS, LEASES, OR ENCUMBRANCES

Title to the condominium and each unit is subject to all easements, restrictions, liens, leases,
and encumbrances recorded against the property. A description of recorded easements and
licenses is attached to the Declaration as Appendix E. Copies of documents listed in Appendix E
to the Declaration are available through the title company handling your home purchase.

Declarant subjected the entire property to a deed of trust lien to secure construction
financing. As Declarant sells units, Declarant expects to obtain a partial release -- unit by unit --
from the holder of the deed of trust, so that each unit will be conveyed free of the construction loan
lien. In this manner, when Declarant sells all the units the deed of trust lien for construction
financing will be completely released as to all parts of the property.

16. WRITTEN WARRANTY

As part of the purchase price, Declarant is providing a limited one-year warranty, which is
the only warranty -- express or implied -- offered by Declarant. A copy of the limited warranty is
attached as Exhibit H.

17. NO JUDGMENTS OR SUITS

Declarant has no actual knowledge of any unsatisfied judgments against Waterstone Owners
Association, nor of any pending suits to which the Association is a party, or which are material to
the land title and construction of Waterstone.

18. INSURANCE PROVIDED BY ASSOCIATION FOR UNIT OWNERS

Article 15 of the Declaration requires the Association to purchase, as a common expense,
certain insurance coverages and bonds for the benefit of unit owners. As required by State law for
condominium units that are stacked (one over, one under), the Association will obtain and maintain
property insurance on the individually owned units for the benefit of the unit owners. The initial
policies will be purchased by Declarant, for the benefit of the Association, owners, and mortgagees.

On the date of this Condominium Information Statement, the condominium and the
Association have not been created. Therefore, the requirements of Article 15 of the Declaration
are not yet effective. When policies are purchased, at a later date, Exhibit G of this Condominium
Information Statement will be supplemented with information about those policies.

The Association does not provide liability coverage for accidents or occurrences that occur
within the units. Also, the Association does not provide owners or residents with coverage for
household and personal property (including jewelry and fine art), betterments and improvements
to the unit made at the expense of an individual unit owner, additional living expenses, personal
injury, loss assessment coverage, and business interruptions. Because of the exclusions in the
Association's policies, you should consult with your own agent about purchasing a policy to cover
those exposures.
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19. INSURANCE TO BE OBTAINED BY INDIVIDUAL UNIT OWNERS

Because of the exclusions in the Association's policies, each owner and resident should
consult with his own agent about purchasing a policy to cover those exposures. Because the
Association does not insure anything other than the structure of the individually owned unit, the
unit owner is required to obtain property insurance for the uninsured components of his unit, such
as the refrigerator, washer & dryer, drapes, upgrades and enhancements that are not "standard"
for the property. Each owner must also obtain and maintain liability insurance for accidents or
occurrences that occur within or relating to the unit. Unit owners should also consider obtaining
loss assessment coverage. Occupants of a unit, whether owners or renters, should insure their
household goods and personal items, and should also consider obtaining coverage for additional
living expenses and business interruptions (if applicable).

20. FEEES OR CHARGES FOR USE OF COMMON ELEMENTS

The recreational features of Waterstone are common elements that are generally available
for use by residents of Waterstone at no additional charge. However, the Association may charge
a security deposit or cleaning fee for reserved uses of a recreational area, if reservations are
allowed. Also, the proposed day dock may have limited availability and possible user fees.

21. UNIT UTILITIES

a. Electricity. Each unit will be individually metered for electricity, which is provided by
Pedernales Electric. The resident will make payment directly to the utility company. Electricity for
the common area is a common expense of the Association.

b. Water. Each unit will be individually metered for water and wastewater, which are
provided by Travis County Municipal Utility District No. 10. The resident will make payment directly
to the utility company. Water for the common area is a common expense of the Association.

c. Wastewater. Sewerage service is provided by Travis County Municipal Utility District
No. 10. Residents are billed for sewerage service in connection with the water service. Wastewater
for the common area is a common expense of the Association.

22. ADDITIONAL DISCLOSURES

a. Intrusion Monitoring. The Waterstone units are pre-wired for intrusion monitoring
systems. However, the monitoring equipment is NOT installed as part of the standard finish-out
of the unit. If you want your unit to have an intrusion monitoring system, it is entirely up to you
to purchase and install the equipment and to subscribe to a service. Equipment and services are
not included in the price of your unit or in your Association fees.

b. Notice of Possible Annexation. Although Waterstone is located outside the limits of a
municipality, the Property is within the extra-territorial jurisdiction of the City of Austin on the date
of this statement. Each municipality maintains a map that depicts its boundaries and extraterritorial
jurisdiction. To determine if the Property is or is likely to be located within a municipality's
extraterritorial jurisdiction, contact all municipalities in the general proximity of the Property.
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C. Property Taxes. Although Waterstone is not within the boundaries of any municipality
and is, therefore, not subject to city taxes, the homes in Waterstone are within the jurisdictions of
several taxing authorities, such as:

Travis County

Lago Vista Independent School District
Travis County Municipal Utility District No. 10
Travis County Hospital District

Travis County Emergency Services District No. 1

d. No Relationship to Marina. Waterstone does not have (and is not expected to have)
a relationship with any existing or proposed marina near the Property. Negotiations between
purchasers and Declarant for off-site boat slips are unrelated to the development, marketing, and
operation of Waterstone, even though the Waterstone purchase contract may be used for both the
Waterstone unit and the off-site boat slip at a marina that is not related to Waterstone.

e. No Relationship to Declarant's Other Developments. This Condominium Information
Statement does not pertain to any other development by Declarant, its affiliated entities, or its
principals. The content of this Condominium Information Statement pertain solely to Waterstone.

f. Declarant Identity. The name of Declarant, Declarant's general partner, and/or the
name of the individual signing for the general partner may change during the development of
Waterstone.

23. EXHIBITS

The exhibits that accompany this Narrative Portion include a number of documents that are
slated for public recording or filing. Because this Condominium Information Statement is issued
before those documents have completed the recording process, draft, executed, or file-marked
copies of those documents may be included as exhibits. At any time after recording, Declarant may
but is not obligated to replace unrecorded documents with copies of the recorded documents. The
following exhibits are attached to this Condominium Information Statement and incorporated by
reference:

ExhibitA Amended and Restated Declaration of Waterstone Condominiums, recorded
on April 20, 2009, as Document No. 2009062904, as amended by the First
Amendment to Amended and Restated Declaration of Waterstone
Condominiums, recorded May 29, 2009, as Document No. 2009087680, and
as amended by that Second Amendment to Amended and Restated
Declaration of Waterstone Condominiums, recorded August 6, 2009, as
Document No. 2009133726, Real Property Records of Travis County, Texas.

Exhibit B Bylaws of Waterstone Owners Association, adopted by declarant for the
benefit of the Association, and recorded on December 31, 2008, as
Document No. 2008205748, in the Real Property Records of Travis County,
Texas.
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Exhibit C  Articles of Waterstone Owners Association, filed with the Secretary of State
of Texas as a nonprofit corporation on December 31, 2008, and to be
recorded in the Real Property Records of Travis County, Texas.

Exhibit D  Waterstone Community Manual, adopted by declarant for the benefit of the
Association, and recorded on December 31, 2008, as Document No.
2008205749, in the Real Property Records of Travis County, Texas.

Exhibit E  Budget Information.

Exhibit F  Purchaser's Certificates Regarding Condominium Information Statement.

Exhibit G Insurance Information.

Exhibit H Warranty Information.

Except for the Purchaser's Certificates, Declarant does not require purchasers to sign
documents other than loan documents at closing. The purpose of the Purchaser's Certificates is
to induce lenders to make mortgage loans on the units, to induce title insurance companies to issue
policies with respect to the units, and to affirm purchasers' understanding of the nature and
condition of the property they are purchasing.

24. PREPARER

By signing below, Declarant certifies that Declarant is the preparer of this Condominium
Information Statement within the meaning of Section 82.152 of the Texas Uniform Condominium
Act. Declarant has no actual knowledge of any false or misleading statement or any omission of
material fact in any portion of this Condominium Information Statement, including the exhibits.

25. GENERAL INFORMATION

The exhibits which follow this Narrative Portion provide a more detailed description of the
condominium and the rights and obligations of the unit owner. The purchaser should carefully
consider the exhibits, as well as this Narrative Portion of the Condominium Information Statement.
If the purchaser does not understand any aspect of this Condominium Information Statement, the
sales contract, and any other materials provided in connection with the sale of units, the purchaser
should obtain competent legal counsel.

Declarant reserves the right to amend, in writing, the terms of this Condominium Information
Statement. If the change may adversely affect a purchaser under contract who has received a
Condominium Information Statement but who has not yet closed, Declarant will furnish a copy of
the amendment to that purchaser before closing. This Condominium Information Statement may
not be changed or modified orally.

This Condominium Information Statement was published in the law offices of SETTLEPOu, 3333
Lee Parkway, Eighth Floor, Dallas, Texas 75219.
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Dated: August 11, 2009

WATERSTONE DEVELOPMENT, L.P., a Texas
limited partnership

By: WATERSTONE DEVELOPMENT MANAGEMENT,
L.L.C., a Texas limited liability company, its
general partner

By:

Richard M. Bar@er
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AMENDED AND RESTATED DECLARATION
OF
WATERSTONE CONDOMINIUMS

This Amended and Restated Declaration of Waterstone Condominiums is made by Waterstone
Development, L.P., a Texas limited partnership ("Declarant"), on the date signed below. Declarant
owns the real property described in Appendix A of this Declaration, together with the improvements
thereon. Declarant has previously recorded that certain Declaration of Waterstone Condominiums on
December 31, 2008, as Document No. 2008205747, in the Real Property records of Travis County,
Texas ("Original Declaration"). By recording this Declaration, Declarant now supersedes, amends and
restates in its entirety the Original Declaration. Declarant submits the property described in Appendix
A to the provisions of the Texas Uniform Condominium Act, Chapter 82 of the Texas Property Code,
for the purpose of creating Waterstone Condominiums.

Declarant desires to develop the real property with a residential condominium to be known as
Waterstone Condominiums. Declarant further desires to provide for the preservation and maintenance
of portions of Waterstone Condominiums, and to protect the value, desirability, and attractiveness of
Waterstone Condominiums. As required by State law, Declarant is creating a condominium association
to perform the functions and activities more fully described in this Declaration.

Declarant DECLARES that the property described in Appendix A will be held, transferred, sold,
conveyed, leased, occupied, used, insured, and encumbered subject to the terms, covenants,
conditions, restrictions, and easements of this Declaration, including Declarant's representations and
reservations in the attached Appendix B, which run with the real property and bind all parties having
or acquiring any right, title, or interest in the property, their heirs, successors, and assigns, and inure
to the benefit of each owner of the property.

ARTICLE 1
DEFINITIONS

DEFINITIONS. Unless defined otherwise in this Declaration, words and phrases defined in
Section 82.003 of the Act have the same meaning when used in this Declaration. The following words
and phrases, whether or not capitalized, have specified meanings when used in the Governing
Documents, unless a different meaning is apparent from the context in which the word or phrase is
used.

1.1. "Act" means Chapter 82 of the Texas Property Code, the Texas Uniform Condominium
Act, as it may be amended from time to time.

1.2. "Applicable Law" means the statutes and public laws and ordinances in effect at the
time a provision of the Governing Documents is applied, and pertaining to the subject matter of the
Governing Document provision. Statutes and ordinances specifically referenced in the Governing
Documents are "Applicable Law" on the date of the Governing Document, and are not intended to
apply to the Property if they cease to be applicable by operation of law, or if they are replaced or
superceded by one or more other statutes or ordinances.
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1.3. "Architectural Reviewer" means the entity having jurisdiction over a particular
application for architectural approval. During the Development Period, the Architectural Reviewer is
Declarant, Declarant's designee, or Declarant's delegatee. Thereafter, the Association's board of
directors is the Architectural Reviewer.

1.4. "Assessment” means any charge levied against a unit or owner by the Association,
pursuant to the Governing Documents, the Act, or other public law, including but not limited to Regular
Assessments, Special Assessments, Insurance Assessments, Individual Assessments, and Deficiency
Assessments, as defined in Article 6 of this Declaration.

1.5. "Association" means the association of owners of all units in the Property and serving
as the "association" defined by the Act, and as the "property owners' association" defined in applicable
law, such as Section 202.001(2) of the Texas Property Code. The initial name of the Association is
Waterstone Owners Association.

1.6. "Board" means the board of directors of the Association.

1.7. "Bylaws" means the bylaws of the Association, as they may be amended from time to
time.

1.8. "Common Element" means all of the Property, save and except the units. All Common

Elements are "General Common Elements" except, if any, "Limited Common Elements" allocated
by this Declaration for the exclusive use of one or more but less than all of the units. "Common
Area" and "Common Amenity" are included within the term "Common Element."

1.9. "Community Manual” means the initial compilation of policies and rules pertaining to
the use, operation, and maintenance of the Property. In the event of conflict between this Declaration
and the Community Manual, this Declaration controls.

1.10. "Declarant" means Waterstone Development, L.P., a Texas limited partnership, which
is developing the Property, or the successors and assigns of Waterstone Development, L.P., which
acquire any portion of the Property for the purpose of development and which are designated a
Successor Declarant by Waterstone Development, L.P., or by any such successor and assign, in a
recorded document.

1.11. "Declarant Control Period" is defined in Appendix B of this Declaration.

1.12. "Declarant's Mortgagee" means a holder of any bonafide indebtedness which is the
result of an arm's length negotiation that is secured by a first lien or encumbrance upon any portion
of the Property owned by Declarant.

1.13. "Declaration" means this document, as it may be amended from time to time.

1.14. "Development Period" is defined in Appendix B of this Declaration.

During the Development Period,
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1.15. "Governing Documents" means, singly or collectively as the case may be, this
Declaration, the Plat and Plans recorded pursuant to the Act, the Bylaws of the Association, the
Association's Articles of Association, the Rules, the Community Manual, and the Maintenance
Responsibility Chart, as any of these may be amended from time to time. An appendix, exhibit,
schedule, or certification accompanying a Governing Document is a part of that Governing Document.

1.16. "Majority" means more than half.

1.17. "Member" means a member of the Association, each member being an owner of a unit,
unless the context indicates that member means a member of the board or a member of a committee
of the Association.

1.18. "Mortgagee" means a holder, insurer, or guarantor of a purchase money mortgage
secured by a recorded senior or first deed of trust lien against a unit.

1.19. "Owner" means a holder of recorded fee simple title to a unit. Declarant is the initial
owner of all units. Sellers under contracts for deed are owners. Mortgagees who acquire title to a unit
through a deed in lieu of foreclosure or through judicial or nonjudicial foreclosure are owners. Persons
or entities having ownership interests merely as security for the performance of an obligation are not
owners. Every owner is a member of the Association.

1.20. "Property" means all the land subject to this Declaration and all improvements,
easements, rights, and appurtenances to the land. The name of the Property is Waterstone
Condominiums. The Property is located entirely in Travis County, Texas. The Property is located on
land described in Appendix A to this Declaration, as it may be amended or supplemented from time
to time, and includes every unit and common element thereon.

1.21. "Resident" means an occupant of a unit, regardless of whether the person owns the
unit.

1.22. "Rules" means rules and regulations of the Association adopted in accordance with the
Governing Documents or the Act. The initial Rules adopted by Declarant for the benefit of the
Association are contained in the Community Manual.

1.23. "Underwriting Lender" means a national institutional mortgage lender, insurer,
underwriter, guarantor, or purchaser on the secondary market, such as Federal Home Loan Mortgage
Corporation (Freddie Mac), Federal National Mortgage Association (Fannie Mae), Federal Housing
Administration (HUD/FHA), or Government National Mortgage Association (Ginnie Mae), singly or
collectively. The use of this term and these institutions may not be construed as a limitation on an
Owner's financing options nor as a representation that the Property is approved by any institution.

1.24. "Unit" means a physical portion of the Property designated by this Declaration for
separate ownership, the boundaries of which are shown on the Plat and Plans attached hereto as
Appendix D, as further described in the Unit Boundaries Section of this Declaration. Declarant intends
to construct 71 units.

During the Development Period, Appendix B has priority over the main bodly of this Declaration.

AMENDED AND RESTATED DECLARATION OF WATERSTONE CONDOMINIUMS Page 3
pdc\05-6714\docs\WS-Declaration.014 04/2/09



ARTICLE 2
PROPERTY SUBJECT TO DOCUMENTS

2.1. SUBJECT TO DOCUMENTS. The real property described in Appendix A is held,
transferred, sold, conveyed, leased, occupied, used, insured, and encumbered subject to the terms,
covenants, conditions, restrictions, liens, and easements of this Declaration, including Declarant's
representations and reservations in the attached Appendix B, which run with the Property, bind all
parties having or acquiring any right, title, or interest in the Property, their heirs, successors, and
assigns, and inure to the benefit of each owner of the Property. In Phase 1, Declarant has constructed
twenty-two (22) units in Buildings D and E. In Phase 2 and successive phases thereafter, Declarant
anticipates the construction of an additional forty-nine (49) units in Buildings A, B, C, F and G, for a
total of seventy-one (71) units on the Property, although these additional units need not be built. As
additional units are built, they will be part of Waterstone condominium and added to this Declaration
by Amendment of Appendix C and Appendix D.

2.2. LAND USE. Although this Declaration contains a limited number of disclosures about the
Property and its location on the date of this Declaration, Declarant makes no representation that these
are the only noteworthy features of the Property or its location. A prospective owner or resident must
make his own inspection of the Property and its location, and make inquiries of anything that concerns
him. Except for the express disclosures stated in this Declaration, Declarant makes no representation
of any kind as to current or future uses - actual or permitted - of any land that is adjacent to or near
the Property, regardless of what the plat shows as potential uses of adjoining land. Declarant and the
Association can not and do not guaranty scenic views, volumes of traffic on arteries around and
through the Property, availability of schools or shopping, or any other aspect of the Property that is
affected by the uses or conditions of adjacent or nearby land, water, or air.

NOTICE
This Declaration and the other Governing Documents are subject to change
from time to time. By owning or occupying a unit, you agree to remain in
compliance with the published restrictions and rules as they change.

2.3.  CHANGE OF CIRCUMSTANCE. This Declaration discloses some characteristics of the
Property that may change or that may cease to apply because of acts or decisions by authorities
external to the Property, such as whether the Property is located within a city. If the change of
circumstance is of public record or is capable of independent verification by any interested person, the
board of directors, without a vote of the owners, may issue a Notice of Change that references the
provision of this Declaration that ceases to apply to the Property. The Notice may be recorded in the
Real Property Records of Travis County, Texas, and does not constitute an amendment of this
Declaration. If such a Notice is issued, the Association will notify owners of its existence and will make
it available to owners as an Association record. This provision may not be construed to give the board
unilateral amendment powers, nor to prevent an amendment of this Declaration by a vote of the
owners to achieve the same purpose.

2.4, NOT IN CITY. On the date of this Declaration, Waterstone is located in an
unincorporated portion of Travis County, which means the Property is not located within the city limits
of any municipality. Not being in a city, the owners in Waterstone are not subject to city property
taxes or city sales taxes. Nor do the residents receive taxpayer-supported city services. Instead, the
Water District - under contract with several service providers - furnishes the basic property services
for the Waterstone units. The initial services provided by or through the MUD (described below), or
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under agreements negotiated by the MUD, include (without limitation) drinking water, wastewater
(sewerage), storm sewers, storm water drainage, meter reading and billing, trash pick-up, street
maintenance, street signs, and street lights.

2.5. NOTICE REQUIRED BY COUNTY. This covenant is required by the Travis County
Department of Transportation and Natural Resources, and may not be amended or terminated without
the prior written consent of an authorized representative of Travis County, Texas. Every future lease
or rental agreement on a unit must inform tenants that Travis County will never maintain any road,
driveway, street, or drainage improvement in Waterstone under any circumstance. Also, no part of
the living space in any Waterstone unit will be allowed below the 722 MSL elevation.

2.6. NOTICE OF SPECIAL DISTRICT. Waterstone is located in Travis County Municipal Utility
District No. 10 (the "MUD™"). In addition to assessments levied by the Association, and property taxes
levied by traditional governmental taxing authorities, such as the school district and the county, every
Waterstone owner is subject to a number of charges that may be levied by the MUD, such as (1)
deposits for utility services, (2) charges for utility services, (3) a maintenance tax (similar to city
taxes), (4) bond debt service tax, (5) special contract tax, (6) interest and penalties on delinquent
charges, and (7) standby fees on undeveloped property, if any.

2.7. NOTICE OF POTENTIAL ANNEXATION. All or part of the Property may now or later be
included in the extraterritorial jurisdiction of a municipality and may now or later be subject to
annexation by a municipality. Each municipality maintains a map that depicts its boundaries and
extraterritorial jurisdiction. To determine if the Property is or is likely to be located within a
municipality's extraterritorial jurisdiction, contact all municipalities in the general proximity of
Waterstone for further information. This Section will automatically cease to apply to any part of the
Property that is annexed by a municipality, without the necessity of amending this Declaration.

2.8. ADDITIONAL PROPERTY. Additional real property may be annexed to the Property and
subjected to the Declaration and the jurisdiction of the Association on approval of owners representing
at least two-thirds of the units in the Property, or, during the Development Period, by Declarant as
permitted in Appendix B. Annexation of additional property is accomplished by recording a declaration
of annexation, including an amendment of Appendix A, in the Real Property Records of Travis County,
Texas. If units are added to the Property, amendment of Appendix C and Appendix D are also
required.

2.9. MERGER. Merger or consolidation of the Association with another association must be
evidenced by an amendment to this Declaration. The amendment must be approved by owners
representing at least two-thirds of the total allocated votes. On merger or consolidation of the
Association with another association, the property, rights, and obligations of another association may,
by operation of law, be added to the properties, rights, and obligations of the Association as a
surviving corporation pursuant to the merger. The surviving or consolidated association may
administer the provisions of the Governing Documents within the Property, together with the covenants
and restrictions established on any other property under its jurisdiction. No merger or consolidation,
however, will effect a revocation, change, or addition to the covenants established by this Declaration
within the Property.

2.10. NOTICE OF VARIABLE WATER LEVEL. Waterstone's most prominent feature is its
proximity to and view of Lake Travis. By acquiring an ownership or occupancy interest in the Property,
each owner and resident acknowledges that Declarant, the Association, and their respective directors,
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officers, committees, agents, and employees have no control over the quality or depth of the water
in Lake Travis. Depending on numerous conditions beyond the control of the Association, the water
level in the lake may be very high or very low from time to time.

2.11. NOTICE OF LCRA. Because Waterstone enjoys a lakeside setting, the Property's shoreline
is regulated by the Lower Colorado River Authority. By acquiring an ownership or occupancy interest
in the Property, each owner and resident acknowledges that Declarant, the Association, and their
respective directors, officers, committees, agents, and employees have no control over the LCRA or
its regulations and requirements pertaining to Lake Travis and its banks. Additionally, Declarant for
itself and for the Association, covenants and agrees that the Association will make a good faith effort
to comply with all applicable requirements of the LCRA as pertains to the Property. The Association
should stay informed about the LCRA's requirements.

2.12. RECORDED EASEMENTS AND LICENSES. In addition to the easements and restrictions
contained in this Declaration, the Property is subject to all easements, licenses, leases, and
encumbrances of record, including those described in the attached Appendix E, and any shown or
referenced on a recorded plat, each of which is incorporated herein by reference. Each owner, by
accepting an interest in or title to a unit, whether or not it is so expressed in the instrument of
conveyance, covenants and agrees to be bound by prior-recorded easements, licenses, leases, and
encumbrances. Each owner further agrees to maintain any easement that crosses his unit and for
which the Association does not have express responsibility.

ARTICLE 3
PROPERTY EASEMENTS AND RIGHTS

3.1. GENERAL. In addition to other easements and rights established by the Governing
Documents, the Property is subject to the easements and rights contained in this Article.

3.2. NOTICE OF DIFFERENT LIFESTYLE & PROPERTY USES. In the era in which this
Declaration is drafted, Waterstone is expected to attract owners with different lifestyles. Some may
occupy their units as their primary residences. Others may use their units as their second homes or
vacation homes. Yet others may make their units available to friends and relatives for seasonal and
weekend use. Each lifestyle is imbued with different values, expectations, and tolerances.
Accordingly, each resident - whether permanent, seasonal, or temporary - is expected to be cognizant
of the other uses and respectful towards and tolerant of the corresponding attributes.

3.3.  NOTICE OF COMMUNITY ENTERTAINMENT AREA. Waterstone is being developed with
a community entertainment area on the point overlooking Lake Travis, more or less in front of
Building D, and close to Building C. Notice is hereby given to the owners and residents of the
Property, particularly in Buildings C and D, that the expected use of the community entertainment
area may result in periodic noise levels and food fragrances that are customary for social activities in
a lakefront setting.

3.4. NOTICE OF CARBON MONOXIDE RISK. Waterstone is designed with attached garages
for some ground floor units, and parts of some second floor units over garages. In the era in which
this Declaration is written, the public has a heightened awareness of carbon monoxide poisoning, such
as may be caused by running an automobile engine in an attached garage. Carbon monoxide can also
be produced from a spectrum of home appliances. To protect against carbon monoxide poisoning,
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each resident should maintain a properly working carbon monoxide detector inside the unit. For more
information about carbon monoxide detectors, the owner should consult a reliable source, such as the
U. S. Environmental Protection Agency and the Product Safety Commission. Neither Declarant nor the
Association is liable for installing, maintaining, or checking carbon monoxide detectors, which
obligations rest solely with the owner of a unit.

3.5.  NOTICE OF FLOODPLAIN. According to recorded plats of the Property, portions of
Waterstone are in a 100-year floodplain. Please refer to the plat for information about the flood plain.
Neither the Association nor the Declarant has any responsibility or liability for (1) the location,
relocation, or maintenance of the easement or flood plain, or (2) the consequences of rising waters
or flood-related damage. No improvements of any kind, including fences and berms, may be installed
or maintained in any portion of the floodplain nor may the grading or drainage in those areas be
changed. Any owner, the Association, or public officials may effect the removal of any item or
improvement that violates this provision. The Association cannot and should not be liable for acts
of God or for property damage from causes for which the Association cannot obtain insurance at a
reasonable cost, or for which its members refuse to fund reserve accounts at levels sufficiently high
to pay the damages for which a governmental entity may seek to make the Association liable

3.6. NOTICE OF SOUND TRANSMISSION BETWEEN FLOORS AND WALLS. Insome floorplans,
the sleeping areas of the ground floor units are beneath the living areas of the second floor units. The
flooring in some areas of the second floor units of Waterstone consists of hard flooring material, such
as tile or wood, over acoustical material. Hard flooring does not have the sound-absorbing acoustical
gualities of carpet, nor the footstep cushioning qualities of padding. In addition, all floorplans will
have one or more walls between units, also known as party walls. The proximity of your neighbors
is part of condominium living. Accordingly, residents should expect some sound transmission from
adjoining units.

3.7. OWNER'S EASEMENT OF ENJOYMENT. Every owner is granted a right and easement of
enjoyment over the general common elements and to use of improvements therein, subject to other
rights and easements contained in the Governing Documents. An owner who does not occupy a unit
delegates this right of enjoyment to the residents of his unit, and is not entitled to use the general
common elements. Notwithstanding the foregoing, if a portion of the general common elements, such
as a recreational feature, is designed for private use, the Association may temporarily reserve the use
of such area for certain persons and purposes.

3.8. OWNER'S MAINTENANCE EASEMENT. Every owner is granted an easement over
adjoining units and common elements for the maintenance or reconstruction of his unit, subject to the
consent of the owner of the adjoining unit, or the Association in the case of common elements, and
provided the owner's use of this easement does not damage or materially interfere with the use of the
adjoining unit or common element. Requests for entry to an adjoining unit or common element will
be made in advance for a time reasonably convenient for the adjoining owner, who may not
unreasonably withhold consent. If an owner damages an adjoining unit or common element in
exercising this easement, the owner is obligated to restore the damaged property to its original
condition, at his expense, within a reasonable period of time.

3.9. FIRE SPRINKLER EASEMENT. Each owner, by accepting an interest in or title to a unit,
whether or not it is so expressed in the instrument of conveyance, grants to public fire safety
personnel and to the Association an easement across his unit for access to and testing of all systems
and equipment located therein for the purposes intended by public fire safety authorities.
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3.10. OWNER'S INGRESS/EGRESS EASEMENT. Every owner is granted a perpetual easement
over the Property, as may be reasonably required, for vehicular and pedestrian ingress to and egress
from his unit or the appurtenant limited common elements.

3.11. OWNER'S ENCROACHMENT EASEMENT. Every owner is granted an easement for the
existence and continuance of any encroachment by his unit on any adjoining unit or common element
now existing or which may come into existence hereafter, as a result of construction, repair, shifting,
settlement, or movement of any portion of a building, or as a result of condemnation or eminent
domain proceedings, so that the encroachment may remain undisturbed so long as the improvement
stands.

3.12. UNIT-TO-UNIT MAINTENANCE & ACCESS EASEMENT. By acquiring an interest in a
Waterstone unit, each owner acknowledges the possibility that the owner may need access to an
adjoining unit or common element for certain limited purposes related to the support, maintenance,
repair, and improvement of his unit. Similarly, the owner of an adjoining unit may need access to
the owner's unit for the support, maintenance, repair, and improvement of a component of the
adjoining unit. Also, each owner acknowledges that wires, cables, conduit, and pipes serving one unit
may run through another unit. For the foregoing reasons, each owner covenants and agrees as
follows:

3.12.1. Owner Grants Easement. Each owner hereby grants an easement across and
through his unit - as necessary - for the support, maintenance, repair, replacement, and
improvement of wires, cables, conduit, and pipes as initially installed or replacements thereof,
that serve another unit, but only to the extent that use of this easement is reasonable and
necessary. The owner of a unit containing wire, cables, conduit, or pipes that serve one or more
other units or common elements has a duty to refrain from interfering with or damaging those
items.

3.12.2.  Owner Benefitted by Easement. Every owner is granted an access easement
over adjoining units and common elements for the support, maintenance, repair, reconstruction,
or improvement of his unit, provided exercise of the easement does not damage or materially
interfere with the use of the adjoining unit or common element.

3.12.3. Permission. Requests for entry to an adjoining unit or common element must
be made to the owner of the adjoining unit, or the Association in the case of common elements,
in advance for a time reasonably convenient for the adjoining owner. If an owner damages an
adjoining unit or common element in exercising this easement, the owner is obligated to restore
the damaged property to its original condition, at his expense, within a reasonable period of
time.

3.12.4. Bona Fide Need. This Section anticipates that an owner's need for access to
an adjoining unit will rarely if ever occur, and that the necessity will be determined by a licensed
contractor or building trade professional after evaluating options, if any, that do not require
access. In the event of dispute between owners regarding the exercise of this easement, the
board is the arbiter of whether the anticipated use of this easement is reasonable and necessary.
Each owner and resident will endeavor to cooperate with the owners of other units in the
building to effect the purposes and intent of this Section.

3.13. ASSOCIATION'S ACCESS EASEMENT. Each owner, by accepting an interest in or title to
a unit, whether or not it is so expressed in the instrument of conveyance, grants to the Association
an easement of access and entry over, across, under, and through the Property, including without
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limitation all common areas and the owner's unit and all improvements thereon for the below-
described purposes. In exercising this easement on an owner's unit, the Association is not liable to
the owner for trespass.

a. To perform inspections and/or maintenance that is permitted or required of the
Association by the Governing Documents, public authorities, or applicable law.

b. To perform maintenance that is permitted or required of the owner by the Governing
Documents, public authorities, or applicable law, if the owner fails or refuses to perform
such maintenance.

C. To enforce the Governing Documents, including without limitation the architectural
standards and use restrictions.

d. To exercise self-help remedies permitted by the Governing Documents or by applicable
law.

e. To respond to emergencies.

f. To grant easements to utility providers as may be necessary to install, maintain, and

inspect utilities serving any portion of the Property.

g. To perform any and all functions or duties of the Association as permitted or required
by the Governing Documents, public authorities, or applicable law.

3.14. UTILITY EASEMENT. The Association may grant permits, licenses, and easements over
the common elements for utilities, roads, and other purposes necessary for the proper operation of
the Property. A company or entity, public or private, furnishing utility service to the Property, is
granted an easement over the Property for ingress, egress, meter reading, installation, maintenance,
repair, or replacement of utility lines and equipment, and to do anything else necessary to properly
maintain and furnish utility service to the Property; provided, however, this easement may not be
exercised without prior notice to the board. Utilities may include, but are not limited to, water, sewer,
trash removal, electricity, gas, telephone, master or cable television, and security.

READERS, PLEASE PAY PARTICULAR HEED TO
THE PROVISIONS TITLED "SECURITY" & "RISK".

3.15. SECURITY. The Association may, but is not obligated to, maintain or support certain
activities within the Property designed, either directly or indirectly, to improve safety in or on the
Property. Each owner and resident acknowledges and agrees, for himself and his guests, that
Declarant, the Association, and their respective directors, officers, committees, agents, and employees
are not providers, insurers, or guarantors of security within the Property. Each owner and resident
acknowledges and accepts his sole responsibility to provide security for his own person and property,
and assumes all risks for loss or damage to same. Each owner and resident further acknowledges that
Declarant, the Association, and their respective directors, officers, committees, agents, and employees
have made no representations or warranties, nor has the owner or resident relied on any
representation or warranty, express or implied, including any warranty of merchantability or fitness
for any particular purpose, relative to any fire, burglary, and/or intrusion systems recommended or
installed, or any security measures undertaken within the Property. Each owner and resident
acknowledges and agrees that Declarant, the Association, and their respective directors, officers,
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committees, agents, and employees may not be held liable for any loss or damage by reason of failure
to provide adequate security or ineffectiveness of security measures undertaken.

3.16. RISK. Each resident uses all common areas at his own risk. All common amenities are
unattended and unsupervised. Each resident is solely responsible for his own safety and that of his
guests. The Association disclaims any and all liability or responsibility for injury or death occurring
from use of the common amenities.

3.17. CONTRACT SERVICES DISCLOSURE. In connection with construction of the Property, the
units may have been wired or fitted for one or more services to be provided by vendors to the
individual owners on a contract basis, such as intrusion monitoring and cable or satellite television. The
Association is not the service provider and has no responsibility or liability for the availability or quality
of the service, or for the maintenance, repair, or replacement of the wires, conduits, equipment, or
other fittings relating to the contract service. This Section may not be construed to prohibit the
Association from serving as the conduit between owners and service providers for the service fees and
payments, which may be considered individual assessments.

3.18. EASEMENT TO INSPECT & RIGHT TO CORRECT. For a period of 10 years after expiration
of the Development Period, Declarant reserves for itself and for Declarant's architect, engineer, other
design professionals, builder, and general contractor the right, but not the duty, to inspect, monitor,
test, redesign, correct, and relocate any structure, improvement, or condition that may exist on any
portion of the Property, including the units, and a perpetual nonexclusive easement of access
throughout the Property to the extent reasonably necessary to exercise this right. Declarant will
promptly repair, at its sole expense, any damage resulting from the exercise of this right. By way of
illustration but not limitation, relocation of a utility meter may be warranted by a change of
circumstance, imprecise siting of the original meter, or desire to comply more fully with public codes
and ordinances. This Section may not be construed to create a duty for Declarant or the Association,
and may not be amended without Declarant's written and acknowledged consent. In support of this
reservation, each owner, by accepting an interest in or title to a unit, hereby grants to Declarant an
easement of access and entry over, across, under, and through the Property, including without
limitation all common elements and the owner's unit and all improvements thereon for the purposes
contained in this Section.

ARTICLE 4
COMMON ELEMENTS

4.1. OWNERSHIP. Although the common elements of Waterstone are owned in undivided
interests by the unit owners, the use of common elements is regulated by the Association acting
through its board of directors. Declarant may install, construct, or authorize certain improvements on
common elements in connection with the initial development of the Property, and the cost thereof is
not a common expense of the Association. Thereafter, all costs attributable to common elements,
including maintenance, insurance, and enhancements, are automatically the responsibility of the
Association, unless this Declaration elsewhere provides for a different allocation for a specific common
element.

4.2. MAINTENANCE ORIENTATION. Within 60 days of the transition meeting, Declarant will
invite a non-Declarant representative of the Association to an orientation on the maintenance aspects
of the Property. The Association's managing agent is qualified to serve as the Association's
representative at the orientation, even if having been hired by the Declarant-appointed board. One
purpose of the orientation is to provide continuity of maintenance information during the period in
which control of the Association transfers from Declarant to the other owners. A typical orientation
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occurs during a site inspection and is formalized with a writing signed by the representatives of
Declarant and the Association.

4.3. ACCEPTANCE. Because the common elements are owned by the owners, collectively and
in undivided interests, the common elements are not capable of being separately conveyed. The
transfer of control of the Association at the end of the Declarant Control Period is not a transfer of the
ownership of the common elements. Because ownership of the common elements is not conveyed by
Declarant to the Association, there is no basis for the popular misconception that owners may "accept"
or "refuse" the common elements. By accepting an interest in or title to a unit, each owner is deemed
(1) to accept the common elements of Waterstone, and any improvement thereon, in its then-existing
"as is" condition; (2) to acknowledge the authority of the Association, acting through its board of
directors, for all decisions pertaining to the common elements; (3) to acknowledge that transfer of
control of the Association by Declarant to the owners is a ministerial task that does not require
acceptance of the common elements by the Association; and (4) to acknowledge the continuity of
maintenance of the common elements, regardless of changes in the Association’'s board of directors
or management.

4.4, COMPONENTS. The common area of the Property consists of the following components
on or adjacent to the Property, even if located on a public right-of-way:

a. All of the Property, save and except the units.

b. Any modification, replacement, or addition to any of the above-described areas and
improvements.

C. Personal property owned by the Association, such as books and records, office

equipment, and supplies.

4.5. DAY DOCK. On the date of this Declaration, it is anticipated that the Property will have
one or more day docks for temporary mooring of watercraft. All aspects of such day docks, such as
their existence, location, appearance, access, and use, are under the authority of the board, subject
to rules and regulations promulgated by the Lower Colorado River Authority.

4.6. PERSONAL RESPONSIBILITY. Each owner, by accepting an interest in or title to a
Waterstone unit, whether or not it is so expressed in the instrument of conveyance, and each resident
of Waterstone, by occupying a Waterstone home, acknowledges, understands, and agrees to each of
the following statements, for himself, the members of his household, and his and their guests:

a. Each owner and resident agrees to be informed about and to comply with the published
or posted common area rules of Waterstone Condominiums.

b. The use and enjoyment of any common amenity of Waterstone Condominiums involves
risk of personal injury, risk of death, and risk of damage or loss to property.

C. Each person using any common amenity in Waterstone Condominiums assumes all risks
of personal injury, death, and loss or damage to property resulting from the use and
enjoyment of any common area or common amenity in Waterstone Condominiums.

d. Parents, guardians, hosts, caretakers, and supervisors are at all times responsible for the

well being and safety of their children and guests in their use of the common areas and
amenities of Waterstone Condominiums. The parent, guardian, host, caretaker, and
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supervisor assumes responsibility for having skills appropriate for the facility being used
by his charges.

e. Declarant, the Association, and their respective directors, officers, committees, agents,
and employees are not providers, insurers, or guarantors of personal safety in or on the
common areas of Waterstone Condominiums.

f. Declarant, the Association, and their respective directors, officers, committees, agents,
and employees have made no representations or warranties - verbal or written - relating
to safety or lack of risks pertaining to the common elements of Waterstone
Condominiums.

g. Each owner and resident agrees to educate the members of his household and his and
their guests about the risks, responsibilities, and releases from liability contained in this
Article.

4.7. LIABILITY RELEASE. Each owner and resident of Waterstone Condominiums further
acknowledges, understands, and agrees to each of the following statements, for himself, the members
of his household, and his and their guests:

THE DECLARANT & ASSOCIATION
ARE RELEASED FROM LIABILITY.

4.7.1. Consideration. Each owner and resident grants the releases from liability
contained in this Article as consideration for, and as a condition to, the owner and resident's use
and enjoyment of the common elements of Waterstone Condominiums. Each owner and resident
acknowledges and agrees that the releases from liability contained in this Article are a material
inducement to Declarant to sell, convey, lease, or allow the use of Waterstone units.

4.7.2. Release for Injury or Loss. Declarant, the Association, and their respective
directors, officers, committees, agents, and employees may not be held liable to any person
claiming any loss or damage including, without limitation, indirect, special, or consequential loss
or damage arising from personal injury or death, destruction of property, trespass, loss of
enjoyment, or any other wrong or entitlement to remedy based upon, due to, arising from, or
otherwise relating to the design, construction, maintenance, or use of any common element,
expressly including every recreational facility and item of equipment used in connection with
Waterstone's common elements. This section is not intended to release gross negligence of a

party.

4.7.3. Indemnity for Common Area Operations. The Association indemnifies, defends,
and holds harmless Declarant against any loss, claim, demand, damage, cost, and expense
relating to or arising out of the management and operation of the Association, including without
limitation, the collection of assessments, the enforcement of the Governing Documents, and the
operation and maintenance of Waterstone Condominiums' common areas. Indemnified expenses
include, without limitation, reasonable attorneys fees, whether or not a lawsuit is filed, and costs
at all court levels, including expenses incurred by Declarant in establishing the right to be
indemnified, defended, and held harmless pursuant to this Declaration.

4.7.4. Violation. Each owner and resident understands and agrees that the owner
or resident's violation of the release agreement contained in this Article may result in suspension
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or termination of the use of any common element amenity by the owner or resident, the
members of his household, and his and their guests.

ARTICLE 5
UNITS, COMMON ELEMENTS & ALLOCATIONS

5.1. UNIT BOUNDARIES. Each unit has as part of the unit a garage. The boundaries and
identifying number of each the twenty-two (22) units and garages - whether attached or detached -
are shown on the Plat and Plans attached as Appendix D. As Declarant constructs additional units,
Appendix D will be amended from time to time to show such additional units and garages. The
boundaries are further described as follows:

5.1.1. Lower Boundary: On ground floor units, the unit's lower boundary is the top
surface (sky facing side) of the concrete slab foundation so that anything on or affixed to the
top of the slab is part of the unit. On the second and third floor units, the unit's lower boundary
is the underside (earth facing side) of the subflooring, being the bottom of the plywood or other
material that rests on the floor joists. The subflooring material is part of the unit.

5.1.2. Upper Boundary: The unit's upper boundary is the exterior (sky-side) surface
of the sheetrock comprising the unit's perimeter ceilings. The sheetrock is part of the unit.

5.1.3. Lateral Boundaries - Exterior Walls: On perimeter walls other than party walls
between 2 units, the unit's lateral boundaries are the planes defined by (1) the exterior (outside)
surfaces of the sheetrock comprising the perimeter walls; (2) the interior (inside) surfaces of
window glass and window frames; (3) the interior (inside) surfaces of closed perimeter doors.
In other words, the sheetrock on perimeter walls is part of the unit, but windows and doors in
the perimeter walls are part of the common element.

5.1.4. Lateral Boundaries - Party Walls: On party walls -- walls between 2 units --
the unit's lateral boundaries are the planes defined by the midpoints of the party wall. The unit
on each side of a party wall extends to the middle of the party wall.

NOTICE
The individually owned units, which includes a garage, created by this
Declaration include some portions of the building outside of the traditional
air-conditioned living areas, such as flooring and subflooring, wall cavities,
windows, and doors.

5.1.5. What the Unit Includes: Each unit includes a garage, and also includes the
spaces and improvements within the above-described vertical and horizontal boundaries of the
unit. Each unit also includes improvements and equipment serving the unit exclusively, whether
located inside or outside the physical boundaries of the unit, whether or not attached to or
contiguous with the physical boundaries of the unit, including the following: shower pans, water
heaters, air conditioners, utility meters, fuse boxes, electrical switches, wiring, pipes, ducts,
conduits, smoke or fire detectors, security systems, lighting fixtures, receptacle for telephone,
television, and electricity, skylights, and any utility-related item from the point of its connection
with common lines or systems. In other words, in addition to the inside of his unit, an owner
also owns certain physical components of the Property that exclusively serve the unit even
though located outside the boundaries of the unit.
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5.1.6. Exclusions: Except as specifically included above, each unit excludes the
spaces and improvements lying outside of the vertical and horizontal boundaries. Balconies,
patios, and walkways appurtenant to the unit are also excluded. Each unit further excludes any
chute, pipe, flue, duct, wire, or conduit running through a unit for the purpose of furnishing
utility and similar services to other units and/or common elements.

5.1.7. Inconsistency with Plans: If the foregoing description of unit boundaries is
inconsistent with the Plats and Plans, then this Section will control.

SIZE OF UNIT

The size of a unit may be measured different ways for different purposes, such
as for tax purposes, appraisal purposes, sales purposes, and for purposes of
carpeting and paint. No single measurement is definitive for all purposes.
Measurements may be of the area under roof, or the air conditioned space, or
the area within the unit's legal boundaries. The unit's partition wall cavities
and/or its perimeter wall cavities may or may not be included. The unit's
garage, patio, and/or balcony space may or may not be included in the size
measurement.

5.1.8. Representations of Size. The space contained within the unit's vertical and
horizontal boundaries may not match the size of the unit's living areas. Similarly, the units are
initially marketed on the basis of representational floorplans, each of which is marked with a
rounded and estimated size of air-conditioned space of traditional living areas, taken from
pre-construction architectural drawings. Those marketing sizes may vary from the size of the
actual space contained within the unit's vertical and horizontal boundaries.

5.1.9. Sizes in Appendix C. The "Relative Size of Pre-Construction Floorplan” stated
in Appendix C of this Declaration refers to a rounded calculation for a prototype floorplan drawn
by a design professional before the buildings were constructed. As used in Appendix C, the
purpose of the "Relative Size of Pre-Construction Floorplan” is to facilitate the calculation of
approximate relationships among the floorplans - which ones are smaller, which ones are larger -
for the calculation of percentages of ownership and assessment liability. The numbers in the
"Relative Size of Pre-Construction Floorplan" column are not intended to be accurate statements
of actual sizes of units. If there is a discrepancy between a size in Appendix C and the
measured area of a constructed unit, the number used in Appendix C controls for the intended
purpose. If there is a discrepancy between all the "Relative Sizes" and the actual sizes of units
in relation to one another, the numbers used in Appendix C control for the purposes of this
Declaration. During the Development Period, Declarant may amend Appendix C to correct
errors. Thereafter, amendment of Appendix C requires the consent of owners representing at
least 67 percent of the ownership interests, including the owner of every unit whose allocated
interest would be changed by the amendment.

5.2. COMMON ELEMENTS. The common elements of the Property consist of all of the
Property, save and except the units. As a general rule, all of the common elements are owned
collectively by the unit owners - the Association, as a legal entity, does not own the common elements.

5.2.1. Ownership & Maintenance. The designation of common elements is
determined by this Declaration. The Declarant may install, construct, or authorize certain
improvements on common elements in connection with the initial development of the Property,
and the cost thereof is not a common expense of the Association. Thereafter, all costs
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attributable to common elements, including maintenance, insurance, and enhancements, are
automatically the responsibility of the Association, unless this Declaration elsewhere provides for
a different allocation for a specific common element.

5.2.2. Acceptance. By accepting an interest in or title to a unit, each owner is
deemed (1) to accept the common elements of the Property, and any improvement thereon, in
its then-existing condition; (2) to acknowledge the authority of the Association, acting through
its board of directors, for all decisions pertaining to the common elements; (3) to acknowledge
that transfer of a common element's title (if any) to the Association by or through the Declarant
is a ministerial task that does not require acceptance by the Association; and (4) to acknowledge
the continuity of maintenance of the common elements, regardless of changes in the
Association's board of directors or management.

5.3.  ASSOCIATION'S RIGHT TO RESERVE, REGULATE & LICENSE. As a limitation on the
owners' right and easement of enjoyment over the general common elements, the Association may
reserve, condition, and regulate the use of each and every general common element in a manner that
is consistent with the nature of the element. For example, the Association may reserve designated
parking spaces for use by visitors only.

5.4. INITIAL DESIGNATIONS OF LIMITED COMMON ELEMENTS. The following portions of the
common elements are limited common elements assigned to the units.

5.4.1. Shown on Plats and Plans. Portions of the common elements may be allocated
as limited common elements on the Plats and Plans, attached hereto as Appendix D, by use of
"LCE" and the identifying number of the unit to which the limited common element is
appurtenant, or by use of a comparable method of designation.

5.4.2. Balconies & Patio. The balcony or patio appurtenant to a unit, being those
which are accessed by or through a unit, are limited common elements, whether or not so
designated on Plats and Plans.

5.4.3. Stairways and Landings. Stairways and landings, the use of which is limited
to certain units, are limited common elements appurtenant to those units, whether or not so
designated on Plats and Plans.

5.5.  SUBSEQUENT ALLOCATION OF LIMITED COMMON ELEMENTS. A common element not
allocated by this Declaration as a limited common element may be so allocated only pursuant to the
provisions of this Article. Declarant reserves the right, under Appendix B of this Declaration, to
subsequently allocate unassigned parking spaces as limited common elements. If a parking space is
so allocated, it may be assigned to a particular unit by amendment to this Declaration. On termination
of the Development Rights period, the right to assign parking spaces passes from Declarant to the
board and Declarant may not thereafter exercise the right. Parking spaces that have not been
allocated by Declarant at the termination of the Development Rights period may be allocated as limited
common elements by the Association, requiring amendment of the Declaration; or may be assigned
by the board, from time to time, to different units; or may be limited by Rule to use by visitors only.

5.6. REALLOCATION OF LIMITED COMMON ELEMENTS. A limited common element may not
be reallocated, except by amendment. An amendment of reallocation requires the approval of all
owners and mortgagees of units whose interests are to be allocated or reallocated. The parties
executing the amendment will provide an executed copy of the amendment to the Association, which
will record it, provided that the amendment complies with the provisions of this Declaration and the
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Act. The amendment must contain words of conveyance and must be recorded and indexed in the
names of the parties and the Property. The amendment will specify to which unit or units the limited
common element is allocated. The parties executing the amendment are responsible for the
preparation of the amendment and will reimburse the Association for its reasonable attorneys' fees in
connection with review and recording of the amendment.

5.7. ALLOCATION OF INTERESTS. The table showing the identifying number and allocated
interests of each of the twenty-two (22) units is attached as Appendix C. The date on which the
amendment creating additional units is recorded in the Real Property Records of Travis County, Texas,
is the effective date for assigning allocated interests to those units. The interests allocated to each
unit are calculated by the following formulas.

5.7.1. Common Element Interests. The percentage of undivided interest in the
common elements allocated to each unit is based on estimated square footage of architectural
drawings for each plan type, compared to the total estimated square footage for all units then
existing (by plan type) in the Property. Percentages may be rounded up or down to facilitate
calculations. Also, units of the same plan type may have allocations that differ slightly to
facilitate the calculation of 100 percent. The same formulas are to be used in reallocating
interests if units are added to the Property at which time Declarant will amend Appendix C.

5.7.2. Common Expense Liabilities. The percentage of liability for common expenses
allocated to each unit is not based on the same formula for common element interests, until all
seventy-one (71) units have been constructed. Declarant has allocated, expense liabilities based
on the anticipated construction of seventy-one (71) units in Waterstone. The owners of the
existing twenty-two (22) units are allocated only their pro-rata share of the expense liabilities
based on the anticipated construction of seventy-one (71) units. As such additional units are
constructed, Declarant will amend Appendix C to reflect such Amendment of expense liability
responsibility. Declarant responsibilities for expense liabilities are governed by Appendix B.

5.7.3. Votes. Each unit has one vote, the weight of which is uniform or equal for all
units, regardless of the other allocations appurtenant to the unit.

ARTICLE 6
COVENANT FOR ASSESSMENTS

6.1. PURPOSE OF ASSESSMENTS. The Association will use assessments for the general
purposes of preserving and enhancing the Property, and for the common benefit of owners and
residents, including but not limited to maintenance of real and personal property, management and
operation of the Association, and any expense reasonably related to the purposes for which the
Property was developed. If made in good faith, the board's decision with respect to the use of
assessments is final.

6.2. PERSONAL OBLIGATION. An owner is obligated to pay assessments levied by the board
against the owner or his unit. Payments are made to the Association at its principal office or at any
other place the board directs. Payments must be made in full regardless of whether an owner has a
dispute with the Association, another owner, or any other person or entity regarding any matter to
which this Declaration pertains. No owner may exempt himself from his assessment liability by waiver
of the use or enjoyment of the common elements or common services, or by abandonment of his unit.
An owner's obligation is not subject to offset by the owner, nor is it contingent on the Association's
performance of the Association's duties. Payment of assessments is both a continuing affirmative
covenant personal to the owner and a continuing covenant running with the unit.
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IF YOU OWN A WATERSTONE UNIT, YOU MUST
PAY ASSESSMENTS TO THE ASSOCIATION.

6.3. CONTROL FOR ASSESSMENT INCREASES. This Section of the Declaration may not be
amended without the approval of owners representing at least 67 percent of the votes in the
Association. In addition to other rights granted to owners by this Declaration, owners have the
following powers and controls over the Association's budget. At least 30 days prior to the effective
date of a special assessment or increase in regular assessments, the board will notify an owner of each
unit of the amount of, the budgetary basis for, and the effective date of the special assessment or
increase. The special assessment or increase will automatically become effective unless owners
representing at least a majority of the votes in the Association disapprove the special assessment or
increase by petition or at a meeting of the Association. In that event, the last-approved budget will
continue in effect until a revised budget is approved by the board.

6.4. TYPES OF ASSESSMENTS. There are 5 types of Assessments: Regular, Special,
Insurance, Individual, and Deficiency.

6.5. REGULAR ASSESSMENTS.

6.5.1. Purpose of Reqular Assessments. Regular assessments are used for common
expenses related to the reoccurring, periodic, and anticipated responsibilities of the Association,
including but not limited to:

a. Maintenance, repair, and replacement, as necessary, of the common elements,
and improvements, equipment, signage, and property owned by the
Association.

b. Utilities billed to the Association.

C. Services obtained by the Association and available to all units.

d. Taxes on property owned by the Association and the Association's income
taxes.

e. Management, legal, accounting, auditing, and professional fees for services

to the Association.

f. Costs of operating the Association, such as telephone, postage, office
supplies, printing, meeting expenses, and educational opportunities of benefit
to the Association.

g. Insurance premiums and deductibles.

h. Contributions to the reserve funds.

i Any other expense which the Association is required by law or the Governing
Documents to pay, or which in the opinion of the board is necessary or proper

for the operation and maintenance of the Property or for enforcement of the
Governing Documents.
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6.5.2. Annual Budget. The board will prepare and approve an estimated annual
budget for each fiscal year. The budget will take into account the estimated income and
common expenses for the year, contributions to reserve funds, and a projection for uncollected
receivables. The board will make the budget or its summary available to an owner of each unit,
although failure to receive a budget or summary does not affect an owner's liability for
assessments. The board will provide copies of the detailed budget to owners who make written
request and pay a reasonable copy charge.

6.5.3. Basis of Regular Assessments. Regular assessments will be based on the
annual budget, minus estimated income from sources other than regular assessments. Each unit
will be liable for its allocated share of the annual budget. If the board does not approve an
annual budget or fails to determine new regular assessments for any year, or delays in doing
so, owners will continue to pay the regular assessment as last determined.

6.5.4. Supplemental Increases. If during the course of a year the board determines
that regular assessments are insufficient to cover the estimated common expenses for the
remainder of the year, the board may increase regular assessments for the remainder of the
fiscal year in an amount that covers the estimated deficiency.

6.6. SPECIAL ASSESSMENTS. In addition to regular assessments, and subject to the owners'
control for assessment increases, the board may levy one or more special assessments against all units
for the purpose of defraying, in whole or in part, common expenses not anticipated by the annual
budget or reserve funds. Special assessments do not require the approval of the owners, except that
special assessments for the following purposes must be approved by at least a majority of the votes
in the Association: (1) acquisition of real property, (2) construction of additional improvements to the
Property -- not repair or replacement of existing improvements, and (3) any expenditure that may
reasonably be expected to significantly increase the Association's responsibility and financial obligation
for operations, insurance, maintenance, repairs, or replacement.

6.7. INSURANCE ASSESSMENTS. The Association's insurance premiums are common expenses
that must be included in the Association's annual budget. Nevertheless, the board may levy an
Insurance Assessment - separately from the regular assessment - to fund (1) insurance premiums, (2)
insurance deductibles, and (3) expenses pertaining to the Fire Riser Closets and the fire sprinkler
system for the buildings. If the Association levies an Insurance Assessment, the Association must
disclose the Insurance Assessment in resale certificates prepared by the Association.

6.8. INDIVIDUAL ASSESSMENTS. In addition to regular and special assessments, the board
may levy an individual assessment against a unit and its owner. Individual assessments may include,
but are not limited to: interest, late charges, and collection costs on delinquent assessments;
reimbursement for costs incurred in bringing an owner or his unit into compliance with the Governing
Documents; fines for violations of the Governing Documents; transfer-related fees and resale
certificate fees; fees for estoppel letters and project documents; insurance deductibles; reimbursement
for damage or waste caused by willful or negligent acts; common expenses that benefit fewer than
all of the units, which may be assessed according to benefit received; fees or charges levied against
the Association on a per-unit basis; and "pass through" expenses for services to units provided through
the Association and which are equitably paid by each unit according to benefit received.

6.9. DEFICIENCY ASSESSMENTS. The board may levy a deficiency assessment against all
units for the purpose of defraying, in whole or in part, the cost of repair or restoration if insurance
proceeds or condemnation awards prove insufficient.
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6.10. DUE DATE. Regular assessments are due on the first calendar day of each month, and
are delinquent if not received by the Association on or before the first day of the month. Special and
individual assessments are due on the date stated in the notice of assessment or, if no date is stated,
within 10 days after notice of the special or individual assessment is given.

6.11. RESERVE FUNDS. The Association will establish, maintain, and accumulate reserves for
operations and for replacement and repair. The Association will budget for reserves and may fund
reserves out of regular assessments.

6.11.1. Operations Reserves. The Association may maintain operations reserves at
a level determined by the board to be sufficient to cover the cost of operational or maintenance
emergencies or contingencies, including deductibles on insurance policies maintained by the
Association.

6.11.2. Replacement & Repair Reserves. The Association will maintain replacement
and repair reserves at a level that anticipates the scheduled replacement or major repair of
components of the common elements.

6.12. DECLARANT'S RIGHT TO INSPECT & CORRECT ACCOUNTS. For a period of 5 years after
termination of the Declarant Control Period, Declarant reserves for itself and for Declarant's
accountants and attorneys, the right, but not the duty, to inspect, correct, and adjust the Association
financial records and accounts from the Declarant Control Period. The Association may not refuse to
accept an adjusting or correcting payment made by or for the benefit of Declarant. By way of
illustration but not limitation, Declarant may find it necessary to recharacterize an expense or payment
to conform to Declarant's obligations under the Governing Documents or applicable State law. This
Section may not be construed to create a duty for Declarant or a right for the Association, and may
not be amended without Declarant's written and acknowledged consent. In support of this
reservation, each owner, by accepting an interest in or title to a unit, hereby grants to Declarant a
right of access to the Association's books and records that is independent of Declarant's rights during
the Declarant Control and Development Periods.

6.13. ASSOCIATION'S RIGHT TO BORROW MONEY. The Association is granted the right to
borrow money, subject to the consent of owners representing at least a majority of the votes in the
Association and the ability of the Association to repay the borrowed funds from assessments. To assist
its ability to borrow, the Association is granted the right to encumber, mortgage, pledge, or deed in
trust any of its real or personal property, and the right to assign its right to future income, as security
for money borrowed or debts incurred, provided that the rights of the lender in the pledged property
are subordinate and inferior to the rights of the owners hereunder.

6.14. LIMITATIONS OF INTEREST. The Association, and its officers, directors, managers, and
attorneys, intend to conform strictly to the applicable usury laws of the State of Texas.
Notwithstanding anything to the contrary in the Governing Documents or any other document or
agreement executed or made in connection with the Association's collection of assessments, the
Association will not in any event be entitled to receive or collect, as interest, a sum greater than the
maximum amount permitted by applicable law. If from any circumstances whatsoever, the Association
ever receives, collects, or applies as interest a sum in excess of the maximum rate permitted by law,
the excess amount will be applied to the reduction of unpaid special and regular assessments, or
reimbursed to the owner if those assessments are paid in full.

6.15. HOA SALE FEES. This Section addresses the expenses, fees, charges, and contributions
(hereafter, collectively, the "HOA Sale Fees") that are charged by the Association or its manager, and
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that arise at the time of a home's sale or purchase. As used in this Section, "HOA Sale Fees" does not
include a buyer's prepaid and/or pro-rata assessments. HOA Sale Fees are not refundable by the
Association or the Association's manager, and may not be regarded as a prepayment of or credit
against assessments. HOA Sale Fees generally fall into two types of categories - budget enhancing
fees, such as contributions to the reserve or operating funds of the Association, and administrative
fees, such as fees for resale certificates, estoppel certificates, copies of governing documents,
compliance inspections, ownership record changes, and priority processing.

6.15.1. Notice of HOA Sale Fees. The Association will publicly record a Notice of HOA
Sale Fees. The initial Notice is recorded with this Declaration as an Appendix. The Notice may
be recorded independent of the Declaration, and may be recorded as part of the Management
Certificate.

6.15.2. Manager's Fees. HOA Sale Fees may be charged by the Association's manager,
managing director, or managing agent (collectively, "manager"), pursuant to a contract
between the Association and the manager, and provided there is no duplication of fees by type
or amount with fees charged by the Association. This Article does not obligate the manager to
levy HOA Sale Fees. The number, types, and amounts of HOA Sale Fees charged by a manager
(1) must have the prior written approval of the board, (2) are not subject to the Association's
assessment lien, (3) should not exceed what is customary in amount, kind, and number for the
local marketplace, and (4) are not payable by the Association unless the management contract
so stipulates.

6.15.3. Amendment of Notice. Although the initial Notice of HOA Sale Fees is recorded
as an appendix of this Declaration, the Notice is not subject to the amendment requirements of
this Declaration. After the Development Period, the board, without a vote of the owners, may
amend the Notice of HOA Sale Fees for the following two purposes: (1) to change a stated
amount or formula for an HOA Sale Fee, or (2) to conform the Notice of HOA Sale Fees with
applicable law regarding HOA Sale Fees. Any other amendment of the Notice requires the
approval of owners of two-thirds of the units represented at a meeting of the Association at
which a quorum is present, provided notice of the proposed amendment is given with the notice
of meeting. During the Development Period, the Notice of HOA Sale Fees may be amended by
Declarant only.

6.15.4.  Effective. To be effective, an amendment or restatement of the Notice of HOA
Sale Fees must be in the form of a written instrument (1) referencing the name of the Property,
the name of the Association, the recording data of this Declaration, and the recording data of
the most recent previously recorded Notice of HOA Sale Fees, (2) signed and acknowledged by
Declarant during the Development Period, and thereafter by an officer of the Association,
certifying the requisite approval of owners or directors, and (3) recorded in the Real Property
Records of Travis County, Texas.

6.15.5.  Applicability. If the amended or restated Notice of HOA Sale Fees results in
an overall reduction of HOA Sale Fees for a conveyance that is pending at the time of the
amendment, the lower rate is effective immediately for any closing that occurs after the date
the amendment is publicly recorded. If the amended or restated Notice of HOA Sale Fees results
in an overall increase of HOA Sale Fees for the unit being conveyed, the increased amount is not
effective until the 90th day after the date on which the amended or restated Notice of HOA Sale
Fees is publicly recorded.
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6.15.6.  Distribution. Within 60 days after the amended or restated Notice of HOA Sale
Fees is publicly recorded, a copy or report of, or electronic link to, the recorded amended Notice
of HOA Sale Fees must be delivered or made available to an owner of each unit.

ARTICLE 7
ASSESSMENT LIEN

7.1. ASSESSMENT LIEN. Each owner, by accepting an interest in or title to a unit, whether
or not it is so expressed in the instrument of conveyance, covenants and agrees to pay assessments
to the Association. Each assessment is a charge on the unit and is secured by a continuing lien on the
unit. Each owner, and each prospective owner, is placed on notice that his title may be subject to the
continuing lien for assessments attributable to a period prior to the date he purchased his unit.

The HOA can foreclose!
If you fail to pay assessments to the Association, you may lose title to your
home if the Association forecloses its assessment lien against your unit.

7.2. SUPERIORITY OF ASSESSMENT LIEN. The assessment lien is superior to all other liens
and encumbrances on a unit, except only for (1) real property taxes and assessments levied by
governmental and taxing authorities, (2) a deed of trust or vendor’s lien recorded before this
Declaration, (3) a recorded deed of trust lien securing a loan for construction of the original unit, and
(4) a first or senior purchase money vendor's lien or deed of trust lien recorded before the date on
which the delinquent assessment became due. The assessment lien is superior to a lien for
construction of improvements to the unit, regardless of when recorded or perfected. It is also superior
to any recorded assignment of the right to insurance proceeds on the unit, unless the assignment is
part of a superior deed of trust lien. The assessment lien is subordinate and inferior to a recorded
deed of trust lien that secures a first or senior purchase money mortgage, an FHA-insured mortgage,
or a VA-guaranteed mortgage.

7.3. EFFECT OF MORTGAGEE'S FORECLOSURE. Foreclosure of a superior lien extinguishes
the Association's claim against the unit for unpaid assessments that became due before the sale, but
does not extinguish the Association's claim against the former owner. The purchaser at the foreclosure
sale of a superior lien is liable for assessments coming due from and after the date of the sale, and
for the owner's pro rata share of the pre-foreclosure deficiency as a common expense. Declarant's
Mortgagee is not liable for any pre-foreclosure deficiency upon foreclosure of its lien on the Property,
however, Declarant's Mortgagee is liable for assessments coming due from and after the date of the
sale.

7.4. NOTICE AND RELEASE OF NOTICE. The Association's lien for assessments is created by
recordation of this Declaration, which constitutes record notice and perfection of the lien. No other
recordation of a lien or notice of lien is required. However, the Association, at its option, may cause
a notice of the lien to be recorded in the Real Property Records of Travis County, Texas. If the debt
is cured after a notice has been recorded, the Association will record a release of the notice at the
expense of the curing owner. The Association may require reimbursement of its costs of preparing and
recording the notice before granting the release.

7.5. POWER OF SALE. By accepting an interest in or title to a unit, each owner grants to the
Association a private power of nonjudicial sale in connection with the Association's assessment lien.
The board may appoint, from time to time, any person, including an officer, agent, trustee, substitute
trustee, or attorney, to exercise the Association's lien rights on behalf of the Association, including
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the power of sale. The appointment must be in writing and may be in the form of a resolution
recorded in the minutes of a board meeting.

7.6. FORECLOSURE OF LIEN. The assessment lien may be enforced by judicial or nonjudicial
foreclosure. A nonjudicial foreclosure must be conducted in accordance with the provisions applicable
to the exercise of powers of sale as set forth in Section 51.002 of the Texas Property Code, or in any
manner permitted by law. In any foreclosure, the owner is required to pay the Association's costs and
expenses for the proceedings, including reasonable attorneys' fees. The Association has the power
to bid on the unit at foreclosure sale and to acquire, hold, lease, mortgage, and convey same.

ARTICLE 8
EFFECT OF NONPAYMENT OF ASSESSMENTS

An assessment is delinquent if the Association does not receive payment in full by the
assessment's due date. The Association, acting through the board, is responsible for taking action to
collect delinquent assessments. From time to time, the Association may delegate some or all of the
collection procedures and remedies, as the board in its sole discretion deems appropriate, to the
Association's manager, an attorney, or a debt collector. Neither the board nor the Association,
however, is liable to an owner or other person for its failure or inability to collect or attempt to collect
an assessment. The following remedies are in addition to and not in substitution for all other rights
and remedies which the Association has.

8.1. INTEREST. Delinquent assessments are subject to interest from the due date until paid,
at a rate to be determined by the board from time to time, not to exceed the lesser of 18 percent per
annum or the maximum permitted by law. If the board fails to establish a rate, the rate is 10 percent
per annum.

8.2. LATE FEES. Delinquent assessments are subject to reasonable late fees, at a rate to be
determined by the board from time to time.

8.3. COLLECTION EXPENSES. The owner of a unit against which assessments are delinquent
is liable to the Association for reimbursement of reasonable costs incurred by the Association to collect
the delinquent assessments, including attorneys fees and processing fees charged by the manager.

8.4. ACCELERATION. If an owner defaults in paying an assessment that is payable in
installments, the Association may accelerate the remaining installments on 10 days' written notice to
the defaulting owner. The entire unpaid balance of the assessment becomes due on the date stated
in the notice.

8.5. SUSPENSION OF USE AND VOTE. If an owner's account has been delinquent for at least
30 days, the Association may suspend the right of the owner and the residents of the owner's unit to
use common elements and common services during the period of delinquency. The Association may
not suspend an owner or resident's right of access to the unit. Subject to the below-described
limitations, the Association may also suspend the owner's right to vote appurtenant to the unit during
the period of delinquency. Suspension does not constitute a waiver or discharge of the owner's
obligation to pay assessments. When the Association suspends a member's right to vote, the
suspended member may nevertheless participate as a member for the following activities: (1) be
counted towards a quorum, (2) attend meetings of the Association, (3) participate in discussion at
Association meetings, (4) be counted as a petitioner for a special meeting of the Association, and (5)
vote to remove a director, and for the replacement of the removed director. If the number of
suspended members exceeds 20 percent of the total members (co-owners of a unit constituting one
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H-8.

H-9.

H-10,

H-11.

H-12.

I-1,

Disturbances Prohibited. No loud sounds or boisterous conduct is permitted in any Facility any
time. The reasonable use of a radio, television, tape player or similar device is permitted in
any Facility only during periods when a resident and his party are the sole users of that Facility.
If others share the Facility, privacy earphones should be used.

Glass Containers Prohibited. Because of the potential for breakage, containers made of glass
are not permitted at any time in the Facilities.

Suspension of Privileges. The Board may suspend use of a Facility by any owner, resident or
guest who violates the Facility Rules more than two times within a twelve-month period. The
length of the suspension will be solely determined by the Board, based on the Facility in
question and the nature and frequency of the violations. Notice of such suspension will be
delivered in writing and will entitle the suspended Facility user to a hearing before the Board.

Suspension for Nonpayment. The Board may suspend use of a Facility by an owner or by the
residents of that owner's unit for any period during which assessments against that unit are
unpaid.

Reservation. A Facility may be reserved for up to two months in advance through the
Association's manager. Advance notice of at least one week must be given for any reservation.
A unit's residents, whether one or mare, are limited to total of one reservation per month. The
Board may refuse reservations for certain days of the week or seasons of the year, if to do so
is in the best interests of the Association as a whole.

a. Location. Reserved functions must be contained in the specific Facility reserved, and
the host resident must guard that his guests do not use the other Facilities except as
these Rules apply.

b. Lease and Deposit. The Association may require a resident to sign an agreement and
post a security deposit, or a nonrefundable cleaning fee.

C. Use or Function. In requesting a reservation, the resident must describe the purpose
for which Facility will be used. The right of residents to reserve a Facility for private
use is subject to the right of the Board to prohibit or condition certain uses or
functions, or to require additional security deposits.

d. Cleaning. The resident who reserves a Facility must restore the Facility to a neat and
clean condition within two hours after the end of the period reserved, or no later than
8:00 a.m. following evening reservations. If the condition of the Facility is not
satisfactory to the Association's manager upon his or her inspection, the cost of
cleaning or repair will be deducted from the security deposit.

I. ARCHITECTURAL CONTROL
Common Elements. Without the written approval of the Board, an owner or resident may NOT
change, remodel, decorate, destroy, or improve the common elements, nor do anything to
change the appearance of the common elements, including without fimitation the entry door,
patio, balcony, windows, garage doors, and driveway, appurtenant to the unit.

Prohibited Acts. A person may not:
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I-6.

J-1.

a. Post signs, notices, or advertisements on the common elements or in a unit if the sign
is visible from outside the unit.

b. Place or hang an object in, on, from, or above any window, interior window sill, balcony
or patio that, in the sole opinion of the Board, detracts from the appearance of the
Property.

C. Hang, shake, or otherwise display linens, clothing, towels, rugs, shoes, mops, bedding,

ot other similar items from windows, doors, balconies, patios, or passageways.

d. Place, hang or otherwise store any water equipment, inciuding skiis, life jackets, ropes,
tanks, wetsuits, or other similar items from windows, doors, balconies, patics, or
passageways.

e. Erect or install exterior homns, lights, speakers, or aerials, or cause anything to protrude

through an exterior wall or roof.

f. Place decorations on exterior walls, doors, and fences, or on the general common
elements.

g. Enclose or cover a patio, deck, or yard area.

h. Install or construct a storage shed or any other improvement in a yard area if visible

from another unit, a common element, or a street.

Satellite Dishes. Exterior satellite dishes of less than 1 meter in diameter and receiving
antennas are permitted in the fenced patio yards below the height of the fence for units with
a patio or as permitted by the Association’s guidelines for satellite dishes and antennas.

Window Treatments. An owner may only install window treatments inside his unit that are a
Heavy Duty Motorized Roller shade either Charcoal Bronze Sunscreen 5% openness factor or
black-out shade material. The exterior color will be determined by the Association. The
Architectural Reviewer may require an owner to change or remove a window treatment,
window film, window screen, or window decoration that the Architectural Reviewer determines
to be contrary to this section.

Window Mullions. Mullions originally installed in the windows to create a "pane” effect may
not be removed except temporarily for cleaning or repair.

Board Approval. To obtain the Board's written consent for an alteration or modification, an
owner must comply with the architectural control requirements of the Declaration. An
applicant may not rely on verbal assurances of an Association manager, director, or officer.

3. VEHICLE RESTRICTIONS

Permitted Vehicles. To be permitted on the Property, a vehicle must be operable, and must
display a current license tag and inspection sticker. For purposes of these Rules, vehicles
include automobiles, motorcycles, motorized bikes, passenger trucks, small vans, and similar
passenger vehicles. The following are not permitted on the Property without the Board's
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J-3.

1-4.

J-5.

J-6.

J-7.

1-8.

J-9,

J-10.

consent: trailers, boats, recreational vehicles, buses, large commercial trucks, industrial
vehicies,

Speed. A speed limit of 20 miles per hour will be observed, unless posted differently.

Repairs. Washing, repairs, restoration, or maintenance of vehicles is prohibited on driveways,
the private streets, and in offstreet parking areas, except for emergency repairs, and then only
to the extent necessary to enable movement of the vehicle to a repair facility.

Proper Placement. No vehicle, including motorcycles, may be driven, parked, or placed
anywhere on the Property except in designated areas. Each vehicle must be parked straight-in
(not angled or sideways), so that it does not occupy more than one parking space.
Motorcycles may not be chained to buildings, fences, or any other part of the Property, unless
designated for that purpose.

Nuisances. Each vehicle must be muffled and must be maintained and operated to minimize
noise, odor, and oil emissions. The use of car horns on the Property is discouraged. No
vehicle may be kept on the Property if the Board deems it to be unsightly, inoperable,
inappropriate, or otherwise violative of these Rules.

Motorbikes. Motorcycles, motorbikes, or other motorized vehicles may not be operated on the
Property except to provide transportation to and from a unit.

Private_Firelanes/Obstructions. No parking is permitted along the private street, except in
designated offstreet parking areas. All streets, roadways, and cul-de-sacs in the Property are
private firelanes and utility easements on which parking of vehicles is prohibited at all times.
No vehicle may be parked in a manner that impedes or prevents ready access to the Property,
driveways, or parking spaces. No vehicle may obstruct the flow of traffic, constitute a
nuisance, or otherwise create a safety hazard. No vehicle may be parked, even temporarily,
in spaces reserved for others, in firelanes, or in any area designated as "No Parking."

Garages & Driveways. Because of the lack of streetside parking and shortage of offstreet
parking, it is imperative that each resident maintain his unit's vehicle parking areas as such.
A resident may use his garage solely for the parking of operable vehicles. No garage may be
enclosed or used for any purpose that prevents the parking of the maximum number of
vehicles for which it was constructed. Garage doors must be kept closed at all times, except
when entering or exiting. . ‘ _ :

Visitor Spaces. The Property has a limited number of unassigned parking spaces. The use of
unassigned and visitor parking spaces must be rotated, may not be used for storage of
vehicles, and may not be used consistently by the same driver or vehicle. The Board may
designate some of the unassigned offstreet parking spaces as "visitor spaces” for use,
exclusively, by guests of residents.

Violations. A vehicle in violation of these Rules may be stickered, wheel-locked, towed, or
otherwise removed from the Property by the Board, at the expense of the vehicle's owner. The
Association expressly disclaims any liability for damage to vehicles on which the Association
exercises these remedies for Rules violations.
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L-2.

L-5.

K. TRASH DISPOSAL

General Duty. Resident will endeavor to keep the Property clean and will dispose of all refuse
in receptacles designated specifically by the Association or by the city for that purpose.
Resident may NOT litter common elements.

Hazards. Resident may NOT store trash inside or outside his unit in a manner that may permit
the spread of fire, odors, or seepage, or encouragement of vermin. Before discarding coals,
ashes, logs, or other materials used in barbecue grills or fireplaces, resident will ensure that
the debris is thoroughly cold.

Excess Trash. Resident will place trash entirely within the designated receptacle, and may NOT
place trash outside, next to, or on top of the receptacie. If a receptacle is full, resident should
locate another receptacle or hold his trash. Boxes and large objects should be crushed or
broken down before placed in a receptacle. Receptacies are to be closed at all times when not
in use. Resident must arrange privately for removal of discarded furnishings or any unusually
large volume of debris.

L. PETS

Subject to Rules. A resident may not keep or permit on the Property a pet or animal of any
kind, at any time, except as permitted by these Rules and the Governing Documents. '

Permitted Pets. Subject to these Rules, a resident may keep in his unit customary
domesticated housepets, such as domesticated dogs (not to exceed 40 pounds in weight), cats,
caged birds, and aquarium fish, provided there are not more than two cats, or two dogs, or
one cat and one dog. No farm animals are permitted at Waterstone. The Association may
grant a variance of this rule for good cause. In no event may this rule prohibit any Service
Animals as defined by the Americans with Disabilities Act.

Prohibited Animals. No resident may keep a dangerous or exotic animal, pit bull terrier, trained
attack dog, or any other animal deesmed by the Board to be a potential threat to the well-being
of people or other animals. No animal or housepet may be kept, bred, or maintained for any
commercial purpose or for food.

Indoors/Qutdoors. A permitted pet must be maintained inside the unit, and may not be kept,
ieashed or otherwise tied on a patio, balcony or fenced yard area. No pet is aliowed on
general common elements unless carried or leashed. No pet may be leashed or otherwise tied
to a stationary object on the common elements. No pet is allowed, at any time, in the
swimming pool area.

Limited Dog Privilege. Permitted dogs may be kept in fenced yards only if they do not disturb
or annoy people on the Property. The Board is the sole arbiter of what constitutes a
disturbance or annoyance. If the Board determines that a dog disturbs people, the Board may
permanently revoke the privilege of keeping the dog in the fenced yard. Thereafter, the dog
must be maintained inside the unit. This privilege may be extended to a cat that is physically
incapable of climbing the fence or leaving the fenced yard.
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L-7.

M-1.

M-2.

M-3.

Disturbance. Pets must be kept in a manner that does not disturb another resident's rest or
peaceful enjoyment of his unit or the common elements. No pet may be permitted to bark,
how!, whine, screech, or make other loud noises for extended or repeated periods of time.

Damage. Resident is responsible for any property damage, injury, or disturbance his pet may
cause or inflict. A resident who keeps a pet on the Property is deemed to indemnify and
agrees to hold harmless the Board, the Association, and other owners and residents, from any
loss, claim, or liability of any kind or character whatever resulting from any action. of his pet
or arising by reason of keeping or maintaining the pet on the Property.

Pooper Scooper. No resident may permit his pet to relieve itself on the Property, except in
areas designated by the Board for this purpose. Resident is responsible for the removal of his
pet’'s wastes from the common elements. The Board may levy a fine against a unit and its
owner each time feces are discovered on the common elements and attributed to an animal
in the custody of that unit's resident.

Remaval. If a resident or his pet violates these Rules, or if a pet creates a noise, odor, or
other disturbance or nuisance, the resident or person having control of the animal may be
given a written notice by the Board to correct the problem. If the problem is not corrected
within the time specified in the notice (not less than 10 days), the resident, upon written notice
from the Board, may be required to remove the animal. Each resident agrees to permanently
remove his violating animal from the Property within 10 days after receipt of a removal notice
from the Board.

M. MISCELLANEOUS

Right to Hearing. An owner may request in writing a hearing by the Board regarding an
alleged breach of these Rules by the owner or any person for whom the owner is responsible,
The Board will schedule a hearing within 30 days after recelving the owner's written request.
At the hearing, the Board will consider the facts and circumstances surrounding the alleged
violation. The owner may attend the hearing in person, or may be represented by another
person or written communication,

Mailing Address. An owner who receives mail at any address other than the address of his unit
must maintain with the Association his current mailing address. Notifications of change of
name or change of address should be clearly marked as such. All notices required to be sent
to owners by the Governing Documents may be sent to an owner's most recent address as
shown on the records of the Association. If an owner fails to provide a forwarding address,
the address of that owner's unit is deemed effective for purposes of delivery,

Revision. These Rules are subject to being revised, replaced, or supplemented. Owners and
residents are urged to contact the Association to verify the rules currently in effect on any
matter of interest. These Rules will remain effective until 10 days after an owner of each unit
has been given a notice of the amendment or revocation of these Rules.

Other Rights. These Rules are in addition to and in no way whatsoever detract from the rights
of the Association under the other Governing Documents and the laws of the State of Texas.
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ASSESSMENT COLLECTION POLICY
WATERSTONE CONDOMINIUMS

RECITALS

Waterstone is a condominiumn regime created by and subject to the Declaration of Waterstone
Condominiums, recorded or to be recorded in the Real Property Records of Travis County, Texas, as
it may be amended (the "Declaration”). As a condominium regime, Waterstone is also subject to
State laws, including Chapter 82 of the Texas Property Code — the Texas Uniform Condominium Act
("TUCA™). The operation of Waterstone is vested in Waterstone Owners Association (the
"Association™), acting through its board of directors (the "Board™). The Association is empowered
to enforce the covenants of the Declaration, inciuding the obligation of unit owners to pay
assessments. In addition to rights and remedies of the Association under the Declaration, TUCA gives
the Association, acting through the Board;

1. Authority to adopt and émend rules regulating the collection of delinquent
assessments and the application of payments. §82.102(a){(13)

2. Authority to impose interest and late charges for late payments of assessments,
and returned check charges. §82.102(a)(12)

3. Authority to suspend the voting privileges of or the use of certain general
common elements by an owner delinquent for more than 30 days in the payment of
assessments. §82.102(a}(18)

4, A private power of sale to foreciose the assessment lien nonjudicially, subject
to a limited right of redemption by the unit owner, §82.113

To establish equitable policies and procedures for the collection of delinquent assessments, the
declarant adopts this policy for the benefit of Waterstone Owners Association, as part of the initial
project documentation,

SECTION 1. DELINQUENCIES, LATE CHARGES & INTEREST

i1-A. Due Date. An owner will timely and fully pay reqular assessments and special assessments.
Regular assessments are due and payable on the first calendar day of each month.

1-B. Delinguent. Any assessment that is not fully paid when due is delinguent. When the account
of a unit becomes delinquent, it remains delinguent until paid in full -- including collection costs
and late fees.

1-C. Late Fees & Inferest. If the Association does not receive full payment of a regular assessment
by 5:00 p.m. on the fifth calendar day of the month, the Association may levy a late fee of
$100 per month and/or interest of 10 percent per annum from the first day of delinquency until
the delinquency is paid in full. After the initial month of delinquency, a late fee of $100 may
be levied on the first day of each month the account is delinquent until the account is current.
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1-D.

1-E.

1-F.

3-A.

3-B.

3-C,

Liability for Collection Costs. The defaulting owner is liable to the Association for the cost of
title reports, credit reports, certified mail, long distance calls, court costs, filing fees, and other
reasonable costs and attorney's fees incurred by the Association in collecting the delinguency.

Insufficient Funds. The Association may levy a charge of $25 for any check returned to the
Association marked "not sufficient funds” or the equivalent.

Waiver. Properly levied collection costs, late fees, and interest may not be waived by the
Board, unless a majority of the directors determines that extraordinary circumstances warrant
an adjustment to the account, in which case the adjustment must be described in detall in the
minutes of the Board's meeting. Because of the potential for inadvertently effecting a waiver
of the policies contained in this policy, the Board will exercise caution in granting adjustments
to an owner's account, '

Declarant Exemption. Notwithstanding anything to the contrary in these Rules, during the
Development Period, the Association may not levy late fees, interest, administrative fees, or
collection costs against Declarant. Also, Declarant's assessment account with the Association
will not be considered delinquent during the Development Period if Declarant's payment is
received within 60 days after a due date. During the Development Period, this Rule may not
be changed without Declarant's signed and acknowledged consent.

SECTION 2. INSTALLMENTS & ACCELERATION

If a special assessment is payable in instaliments, and if an owner defaults in the
payment of any instaliment, the Association may declare the entire assessment in
default and accelerate the due date on all remaining instaliments of that assessment.
A special assessment payable in installments may be accelerated only after the
Association gives the owner at least 15 days prior notice of the default and the
Association's intent to accelerate the unpaid balance if the default is not timely cured.
Fallowing acceleration of the indebtedness, the Association has no duty to reinstate the
instaliment program upon partial payment by the owner.

SECTION 3. PAYMENTS

Application of Payments. After the Association notifies the owner of a delinquency and the
owner's liability for late fees or interest, and collection costs, any payment received by the
Association may be applied in the following order, starting with the oldest charge in each
category, until that category is fully paid, regardless of the amount of payment, notations on
checks, and the date the obligations arose:

(1) Collection costs & attorneys fees {(5) Delinguent special assessments
{(2) Fines (6) Delinquent regular assessments
(3 Reimbursable expenses (7) Current special assessments
{(4) Late charges & interest (8 Current regular assessments

Form of Pavyment. The Association may require that payment of delinquent assessments be
made only in the form of cash, cashier's check, or certified funds.

Partial and Conditioned Payment. The Association may refuse to accept partial payment (i.e.,
less than the full amount due and payable) and payments to which the payer attaches
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3-E.

conditions or directions contrary to the Board's policy for applying payments. The Association's
endorsement and deposit of a payment does not constitute acceptance. Instead, acceptance
by the Association occurs when the Association posts the payment to the unit's account. If the
Association does not accept the payment at that time, it will promptly refund the payment to
the payer. A payment that is not refunded to the payer within 30 days after being deposited
by the Association may be deemed accepted as to payment, but not as to words of limitation
or instruction accompanying the payment. The acceptance by the Association of partial
payment of delinquent assessments does not waive the Association's right to pursue or to
continue pursuing its remedies for payment in full of all outstanding obligations.

Notice of Payment. If the Association receives full payment of the delinquency after recording
a notice of lien, the Association will cause a release of notice of lien to be publicly recorded,
a copy of which will be sent to the owner. The Association may require the owner to prepay
the cost of preparing and racording the release.

Correction of Credit Report. If the Association receives full payment of the delinquency after
reporting the defaulting owner to a credit reporting service, the Association will report receipt
of payment to the credit reporting service.

SECTION 4. LIABILITY FOR COLLECTION COSTS

The defaulting owner is liable to the Association for the cost of title reports, credit reports,
certified mail, long distance calls, filing fees, and other reasonable costs and attorney's fees
incurred in the collection of the delinguency, which amounts are secured by a lien against the
unit.

SECTION 5. COLLECTION PROCEDURES

Delegation of Coliection Procedures. From time to time, the Association may delegate some
or all of the collection procedures, as the Board in its sole discretion deems appropriate, to the
Association’s managing agent, an attorney, or a debt collector.

Delinguency Notices. If the Association has not received full payment of an assessment by the
due date, the Association may send one or more written notices of nonpayment to the
defaulting owner, by hand delivery, first class mail, and/or by certified mail, stating the amount
delinquent. The Association's delinquency-related correspondence may state that if full
payment is not timely received, the Association may pursue any or all of the Association’s
remedies, at the sole cost and expense of the defaulting owner,

Collection by Attorney. After giving the owner notice of the delinguency, the Association may
refer the delinguent account to an attorney for collection. In that event, the defaulting owner
will be liable to the Association for its legal fees and expenses.

Verification of Owner Information. The Association may obtain a title report to determine the
names of the unit owners and the identity of other lienholders, including the mortgage
company.

Notification of Mortgage Lender. The Association may notify the mortgage lender of the
default in assessment obligations.
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5-M.

5-N.

5-0.

5-P,

Notification of Credit Bureau. The Association may report the defaulting owner to one or more
credit reporting services.

Notice of Lien. The Association may cause a notice of the Association's assessment lien against
the unit to be publicly recorded. In that event, a copy of the notice will be sent to the
defaulting owner, and may be sent to his mortgage holder,

Foreclosure of Lien — Nonjudicially. The Board may instruct an attorney, officer, or agent of
the Association to notify the defauiting owner of the Association's intent to foreclose its
assessment lien, to post the property for public auction, and to conduct a public auction of the
unit on the steps of the county courthouse in accordance with State law and the Association's
Governing Documents. The Board may not foreclose a lien consisting solely of fines or
securing money for which the Association has obtained a personal money judgment.

Foreclosure of Lien -- Judicially. The Association may file suit against the owner for judicial
foreciosure of the Association’s assessment lien. This action may be combined with a claim
against the owner's personal lability, for recovery of a money judgment.

Suit for Owner's Personal Liability. Whether or not the Association forecloses the Assoctation's
assessment lien, the Board may file suit for a personal judgment against the defaulting owner,
and may execute on the judgment.

Possession Following Foreclosure. If the Association purchases the unit at public auction, the
Board may immediately institute actions to recover possession.

Limited Right of Redemption., If the Association buys a residential unit at the nonjudicial
foreciosure sale of its assessment lien, the Association's ownership is subject to a 90-day right
of redemption by the owner. TUCA's statutory right of redemption does not apply to judicial
foreclosures or foreclosures of judgment liens.

Collection Agency. The Board may employ or assign the debt to one or more collection
agencies.,

Cancellation of Debt. If the Board deems the debt to be uncollectible, the Board may elect to
cancel the debt on the books of the Association, in which case the Association may report the
full amount of the forgiven indebtedness to the Internal Revenue Service as income to the
defaulting owner.

Suspension of Voting Rights. The Association may suspend the voting rights of an owner
whose account with the Association is delinquent for at least 30 days.

Suspension of Use of Certain Facilities or Services. The Association may suspend the use of
the common element amenities by an owner, or his tenant, whose account with the Association
is delinquent for at least 30 days.

SECTION 6. GENERAL PROVISIONS
Independent Judgment. Notwithstanding the contents of this detailed policy, the officers,

directors, manager, and attorney of the Association will exercise their independent, collective,
and respective judgment in applying this policy.
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6-C.

6-D.

6-E.

6-F.

Other Rights. This policy is in addition to and does not detract from the rights of the
Association to collect assessments under the Association's Governing Documents and the laws
of the State of Texas.

Limitations of Interest. The Association, and its officers, directors, managers, and attorneys,
intend to conform strictly to the applicable usury laws of the State of Texas. Notwithstanding
anything to the contrary in the Governing Dotuments or any other document or agreement
executed or made in connection with this policy, the Association will not in any event be
entitled to receive or collect, as interest, a sum greater than the maximum amount permitied
by applicable law. If from any circumstances whatsoever, the Association ever receives,
collects, or applies as interest a sum in excess of the maximum rate permitted by law, the
excess amount will be applied to the reduction of unpaid special and regular assessments, or
reimbursed to the owner if those assessments are paid in full.

Notices. Unless the Governing Documents, State law, or this policy provide otherwise, any
notice or other written communication given to an owner pursuant to this policy will be deemed
delivered to the owner upon depositing same with the U.S. Postal Service, addressed to the
owner at the most recent address shown on the Association's records, or on personal delivery
to the owner, If the Association's records show that a unit is owned by 2 or more persons,
notice to-one co-owner is deemed notice to all co-owners. Similarly, notice to one resident is
deemed notice to all residents. Written communications to the Association, pursuant to this
policy, will be deemed given on actual receipt by the Association's president, secretary,

managing agent, or atforney.

Definitions. Words and phrases used in this policy have the same meanings given to them by
the Declaration,

Amendment of Policy. This policy will remain effective until 10 days after the Association
delivers to an owner of each unit notice of amendment or revocation of this policy. The notice
may be published and distributed in an Association newsletter or other community-wide
publication.

Declarant Exempt. Notwithstanding anything to the contrary elsewhere in this policy, during
the Development Period the Association may not levy any of the following against Declarant
or units owned by Declarant: late fees, interest, collection costs, administrative charges, or any
type of charge or cost that may be considered a penalty. This Section may not be changed
without Declarant’s signed and acknowledged consent.
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FINING POLICY
WATERSTONE CONDOMINIUMS

1. Backgreund. This fining policy is based on the requirements of Sec. 82.102(d)+-(e) of the
Texas Uniform Condominium Act (TUCA), Chapter 82, Texas Property Code. To establish
policies and procedures for fining under TUCA, the declarant adopts this policy for the benefit
of Waterstone Owners Association, as part of the initial project documentation.

2. Policy. The Association uses fines to discourage violations of the Governing Documents, and
to encourage compliance when a violation occurs - not to punish violators or generate revenue
for the Association. Although a fine may be an effective and efficient remedy for certain types
of violations or violators, it is only one of several methods available to the Association for
enforcing the Governing Documents. The Assoclation's use of fines does not interfere with its
exercise of other rights and remedies for the same violation. Nor may the Association use fines
-to the exclusion of other remedies.

3. Owner's Liability. An owner is liable for fines levied by the Association for violations of the
Goverhing Documents by the owner, the residents of the unit, and the relatives, guests,
employees, and agents of the owner and residents. Regardless of who performs the violation,
the Association will direct its communications to the owner, although the Association may send
copies of its notices to the unit resident.

4, Viclation Notice. Before levying a fine, the Association will give the owner a written violation
notice and an opportunity to be heard. This requirement of State law may not be waived. The
Assoclation’s written violation notice will contain the following items: (1) the date the violation
notice is prepared or mailed; (2) a description of the violation; (3) a reference to the rule or
provision that is being violated; (4) a description of the action required to cure the violation;
(5) the amount of the fine; (6) a statement that not later than the 30th day after the date of
the violation notice, the owner may request 3 hearing before the Board to contest the fine; and
(7) the date the fine attaches or begins accruing (the "Start Date™), subject to the following:

a. New Violation. If the owner was not given notice and a reasonable opportunity to cure
a similar violation within the preceding 12 months, the notice will state a specific date
by which the violation must be cured to avoid the fine, If the violation Is ongoing or
continuous. If the violation is not ongoing, but is instead sporadic or periodic, the
notice must state that any future violation of the same rule may result in the levy of
a fine,

b. Repeat Violation. In the case of a repeat violation, the notice will state that, because
the owner was given notice and a reasonable opportunity to cure a similar violation
within the preceding 12 months, the fine attaches from the date of the violation notice.

5. Violation Hearing. An owner may request in writing a hearing by the Board to contest the fine.
To request a hearing before the Board, an owner must submit a writlen request to the
Association's manager within 30 days after the date of the violation notice. Within 15 days
after receiving the owner's request for a hearing, the Association will give the owner at least
15 days' notice of the date, time, and place of the hearing. The hearing will be scheduled to
provide a reasonable opportunity for both the Board and the owner to attend. Pending the
hearing, the Association may continue to exercise its other rights and remedies for the
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violation, as if the declared violation were valid. The owner's request for a hearing suspends
only the levy of a fine. The hearing will be held in a closed or executive session of the Board.
At the hearing, the Board will consider the facts and circumstances surrcunding the violation,
The owner may attend the hearing in person, or may be represented by another person or
written communication. No audio or video recording of the hearing may be made. The minutes
of the hearing must contain a statement of the results of the hearing and the fine, if any,
imposed. A copy of the violation notice and request for hearing should be placed in the
minutes of the hearing. If the owner appears at the meeting, the notice requirements will be
deemed satisfied,

6. Levy of Fine. Within 30 days after levying the fine, the Board must give the owner notice of
the levied fine. If the fine is levied at the hearing at which the owner is actually present, the
notice requirement will be satisfied if the Board announces its decision to the owner at the
hearing. Otherwise, the notice must be in writing. In addition to the initial ievy notice, the
Association will give the owner periodic written notices of an accruing fine or the application
of an owner's payments to reduce the fine. The periodic notices may be in the form of
monthly statements or delinquency notices.

7. Amount. The Association may set fine amounts o a case by case basis, provided the fine is
reasonable in light of the nature, frequency, and effects of the violation. The Association may
establish a schedule of fines for certain types of viclations, Absent a schedule of fines, a
minimum fine is $50 per violation. If circumstances warrant a variance from the schedule or
the stated minimum, the Board will document the reasons for the variance in the minutes of
its meeting. The amount and cumulative total of a fine must be reasonable in comparison to
the violation, and should be uniform for similar violations of the same provision of the
Governing Documents. If the Association allows fines to accumulate, it will establish a
maximum amount for a particular fine, at which point the total fine will be capped.

8. Type of Leyy. If the violation Is ongoing or continuous, the fine may be levied on a periodic
basis {such as daily, monthly, or quarterly), beginning on the Start Date, If the violation is not
ongoing, but is instead sporadic or periodic, the fine may be levied on a per occurrence basis.

9. Collection of Fines. The Association is not entitled to collect a fine from an owner to whom it
has not given notice and an opportunity to be heard. The Association may not foreclose its
assessment lien on a debt consisting solely of fines. The Association may not charge interest
or late fees for unpaid fines.

10. Amendment of Policy. This policy may be revoked or amended from time to time by the Board.
This policy will rematn effective until 10 days after the Assoclation delivers to an owner of each
unit notice of amendment or revocation of this policy. The notice may be published and
distributed in an Association newsletter or other community-wide publication.

COMMUNITY MANUAL - WATERSTONE Page 19
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TELEVISION ANTENNA & SATELLITE DISH POLICY
WATERSTONE CONDOMINIUMS

Each resident of the Property will avoid doing or permitting anything to be done that may
unreasonably interfere with the television, radio, telephonic, electronic, microwave, cable, or satellite
reception on the Property. Without the prior written consent of the Board, no person may install an
antenna, microwave or satellite dish, receiving or transmitting tower on the common elements or the
exterior of the building if it would be visible from a street, another unit, or the lake. Notwithstanding
the foregoing and to the extent required by public law, the following items
{hereafter"Antenna/Dish") may be installed subject to this Policy: (1) reception-only tv antennas,
(2) direct broadcast satellites (DBS) that are one meter or less in diameter, and (3) muitipoint
distribution service (MDS) antennas that are one meter or less in diameter.

A. Definitions. As used in this Policy "Antenna/Dish Unit" means the unit served by a satellite
dish or antenna, or the unit that is obviously intended to be served by a sateilite dish or
antenna, regardiess of whether the service is operational. "Antenna/Dish Owner™ means the
owner of a unit served by a sateliite dish or antenna, regardless of whether the unit owner
purchases, uses, or has actual knowiedge of the satellite dish or antenna.

B. Location. Without the prior written approval of the Association, an Antenna Dish may not be
placed on the roof or on any exterior surface of the building.

C. Owner Responsibility. The installation of an Antenna/Dish on common elements automatically
subjects the Antenna/Dish Unit and its owner to this Policy, regardiess of who installs the
Antenna/Dish and regardless of whether the Antenna/Dish Owner has actua!l notice of the
installation. The Antenna/Dish Owner is solely responsible for (1) the cost of maintaining,
repairing, replacing, and removing, as necessary, the Antenna/Dish, and (2) the cost of
repairing common elements if such repairs are necessitated by the Antenna/Dish or its
instaliation, maintenance, repair, or replacement, irrespective of whether the repairs are
undertaken by the Antenna/Dish Owner or the Association. If required by the Association, the
Antenna/Dish Owner will remove the Antenna/Dish, as necessary, to permit the Association to
maintain, repair, or replace common elements as the Association, in its sole discretion, deems
necessary or desirable.

D. Association Controls. To the extent permitted by public law, the Association may adopt and
amend reasonable standards for the color, appearance, location, method of installation,
maintenance, camouflaging, screening, and use of Antenna/Dishes.

E. Interference. An Antenna/Dish or the use of an Antenna/Dish may not interfere with satellite
or broadcast reception to other units or the common elements, or otherwise be a nuisance to
residents of other units or to the Association. The board of directors may determine what
constitutes a nuisance to the Association.

F. Risk. An Antenna/Dish on the common elements exists at the sole risk of the owner and/or
occupant of the Antenna/Dish Unit. The Association does not insure the Antenna/Dish and is
not liable to the Antenna/Dish Owner or any other person for any loss or damage to the
Antenna/Dish from any cause. The Antenna/Dish Owner will defend and indemnify the
Association, its directors, officers, and members, individually and collectively, against losses
due to any and all claims for damages or lawsuits, by anyone, arising from his Antenna/Dish,

COMMUNITY MANUAL - WATERSTONE Page 20

TELEVISION ANTENNA & SATELLITE DISH POLICY
pdc\05-6714\docs\WS-Manual.007  rd=12/30/08



WATERSTONE
COMMUNITY MANUAL

CERTIFICATION & ACKNOWLEDGMENT

As the Declarant of Waterstone Condominiums and the initial and sole member of Waterstone Owners
Association, I certify that the foregoing Waterstone Community Manual was adopted by the board of
directors of Waterstone Owners Association for the benefit of the Association as part of the initial
project documentation for Waterstone Condominiums, located at 1109 Ivean Pearson Road, Lago Vista,
Texas. This Community Manual becomes effective when recorded.

SIGNED on this 30 day of December 2008,

WATERSTONE DEVELOPMENT, L.P., a Texas
limited partnership

By: WATERSTONE DEVELOPMENT
MANAGEMENT, L.L.C., a Texas limited
liability company, its general partner

By: %K—/
Richard M. @ger
THE STATE OF TEXAS §

§
COUNTY OF DALLAS  §

This instrument was acknowledged before me on the é ) day of December 2008 by Richard M.
Barge, Manager of Waterstone Development Management, L.L.C., a Texas limited liability company,

on behalf of said limited liability company in its capacity as general partner of Waterstone
Development, L.P., a Texas limited partnership, on behalf of said limited partnership.

% TAEARWRIGHT i m : ﬁ //{7
Y2 MY GOMMISSION EXPIRES 23 Sy d

Oclober 4, 2012 Notary Public, The State of Texas

FILED AND RECORDED

OFFICIAL. PUBLIC RECORDS

. AFTER RECORDING, PLEASE RETURN TO:
W Scott 1. Conrad e SettlePou Attorneys
2008 Dec 31 01:48 PM 9008205748 3333 Lee Parkway, Eighth Floor
GONZALESM $108.00 Dallas, Texas 75219

DANA DEBEAUVOIR COUNTY CLERK
TRAVIS COUNTY TEXAS
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CONDOMINIUM INFORMATION STATEMENT
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BUDGET INFORMATION

WATERSTONE



BUDGET CERTIFICATE

FOR USE WITH
CONDOMINIUM INFORMATION STATEMENT FOR

WATERSTONE
LAGO VISTA, TEXAS

Budget. This certificate accompanies a projected budget for the fully developed, fully
constructed, and fully occupied 71 unit condominium for the first fiscal year of the
condominium association following the date of the first conveyance to a purchaser.

Preparer. The projected budget was prepared by Mr. Doug Huffman, President of Huffman
Asset Management, LLC, with offices at 5956 Sherry Lane, Suite 1200, Dallas, Texas 75225.

Preparer's Assumptions: (1) The projected budget is for calendar year 2010. (2) The
projected budget is based on the assumption that all 71 units are occupied during the entire
fiscal year. (3) The projected budget uses an inflation factor of zero. (4) The projected
budget assumes that all of the common amenities, including the swimming pool, are
maintained solely by the owners of the 71 units, without additional contributions from the
developer. These assumptions are reasonable.

GAAP. The projected budget was prepared in accordance with generally accepted accounting
principles.

Condition. The preparer considered the physical condition of the condominium in preparing
the projected budget. Because the development is newly constructed, the projected budget
contains only nominal amounts for repair and replacement of improvements.

Reserves. The projected budget includes an annual contribution of $12,000 to the reserve
accounts of the condominium association. No statement is made regarding the adeguacy of
the reserve contribution.

Monthly Charge. The projected budget includes the projected monthly common expense
assessment for each unit.

Certified on the__ 4" day of August 2009.

HUFFMAN ASSET MANAGEMENT, LLC

Sucaliedl

Wﬁaﬂ, President

pdc\05-6714\cis\WS-CIS-combo.010  8/11/09
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Waterstone
Summary of 12 Month Operating Budget
(Budget based on 2010 anticipated opening)

Income: $263,452
Expenses:
Payroll $55,492

Includes one (1) part time Porter
and full time on site Manager

Utilities $42,650
Electricity, Water and Gas for Common Areas

Repairs and Maintenance $49.,900
Ongoing building maintenance including
landscaping, pool contract, tree trimming, etc.

Building $9,700
Waste removal, window washing

General and Administrative $23,710
Management fee, annual audit, misc. expenses

Insurance $34,500
Property, G/L, Director and Officer
and Umbrella coverage

Reserves $12,000
Funding for future improvements/repairs

Total Expenses: $263,452

Total Operating Budget of $263,452 equates to $0.184 per livable square foot
($263,452/119,317 sq. ft)
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(to be signed at closing)

PURCHASER'S CERTIFICATE
WATERSTONE CONDOMINIUMS

PURCHASER:

UNIT:  Unit , Bldg. , Floorplan

CONTRACT DATE:

PURPOSES: This certificate is given for the following purposes: (1) to induce lenders to
make mortgage loans in connection with the purchase of units in
Waterstone; (2) to affirm Purchaser's understanding with respect to the
nature and condition of the Unit; and (3) to induce title insurance companies
to issue title insurance policies on units in Waterstone, knowing that the
Seller, lenders, and title insurance companies will rely on the truth of this
certificate.

By signing below, the above-named Purchaser certifies that the following statements are true:
1. | signed the Contract of Sale to purchase the Unit, as each is described above.

2. 1 (2) received a Condominium Information Statement from the Seller/Declarant before | signed
the purchase contract and/or (2) signed a purchase contract that contained an underlined or bold-print
provision acknowledging my receipt of the Condominium Information Statement and recommending that
I read the Condominium Information Statement before executing the purchase contract and/or (3) took
no steps to cancel the purchase contract during the 5-day period after | received the Condominium
Information Statement.

3. Eventhough I may have seen or been shown a furnished model, a condominium unit maintained
by the Seller as a sales office, or a "typical unit" which has been newly decorated, | have received no
promise or representation from the Seller or any of its representatives that | will receive as part of my
purchase any such decorations or furnishing, except as completed in the Unit | purchased.

4. 1 am purchasing the Unit for my own personal use, for residential purposes, and, in purchasing
the Unit, 1 have not sought out, nor am 1| relying upon, the skill or judgment of the Seller nor its
representatives in advising me as to the suitability of the Unit for any particular commercial use or other
purpose for which | am purchasing it.

5. I [ Jam [ ] am not purchasing the Unit for my own occupancy. If the Unit is for my own
occupancy, it will be my [ ] primary [ ] secondary home.

Signed on the day of 20

Purchaser's Signature

pdc\05-6714\cis\WS-CIS-combo.009  3/12/09



NOTICE OF DELIVERY OF
CONDOMINIUM INFORMATION STATEMENT

FOR
WATERSTONE
PURCHASER
UNIT , BUILDING , FLOORPLAN

BY SIGNING BELOW, | CERTIFY THAT | DELIVERED THE CONDOMINIUM INFORMATION
STATEMENT FOR WATERSTONE CONDOMINIUMS BY THE FOLLOWING METHOD:

DATE OF ACTION:

TIME OF DELIVERY:

ADDRESS TO WHICH DELIVERED:

METHOD OF DELIVERY:

NAME OF PERSON WHO RECEIVED PERSONAL DELIVERY OR NAME OF ADDRESSEE ON

MAILED DELIVERY:

THE CIS | DELIVERED IS DATED

WITH AMENDMENTS OR SUPPLEMENTS THROUGH [DATE]

Sighature

Printed Name & Title

Date Signed

pdc\05-6714\cis\WS-CIS-combo.010 8/11/09
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CERTIFICATE OF LIABILITY INSURANCE

DATE (MM/DDYYYY)
03/09/2008

PRODUCER
Visosky Insurance Agency
1201 Easl Road to Six Flags

THIS CERTIFICATE 1S ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND QR

ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

Suite 101
Arlington TX 76011 INSURERS AFFORDING COVERAGE NAIC #
INSUREDR NSURER A: Mt. Varnon Fire Insurance Company

Waterstone Owners Association INsURER 8 Fidelity & Deposit Company of Maryland

5956 Sherry Lane INSURER G:

Suite 1200 INSURER D:

 Dallas TX 78845 INSURER E:

COVERAGES

THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD INDICATED. NOTWITHSTANDING
ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRACT OR OTHER DOGUMENT WITH RESPECT TO WHICH THIS CERTIFICATE MAY BE ISSUED OR MAY
PERTAIN, THE INSUHANCE AFFORDED BY THE POLICIES DESCRIBED HEREIM IS SUBJECT TQ ALL THE TEAMS, EXCLUSIONS AND COMNDITIONS OF SUGH
POLICIES. AGGREGATE LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.

INSR]ADDT BOLICY EFFECTIVE T3NEL EXFIRATION
LTF |INSRD TYPE OF INSURANCE POLICY NUMBER DATE (MM/DD/YYYY) | DATE (MIDDAYYY) LIMITS
.. | GENERAL LIABILETY EAGH OCCURAENCE % 1,000,000
|_| D GCOMMERCIAL GENERAL LIABILITY gag&%’%g%g%’:&ﬁr%me] % 100,000
|:| CLAIMS MADE OGGUR MED EXP {Any one persen] | § 5,000
A [ NPP2104697 03/09/2009 | 03/09/2010 | rrrsona s Aoy raury | s 1,000,000
[ i GENERAL AGGREGATE 5 2.000,000
GEN'L AGGREGATE LIWIT APPLIES PER: PRODUCTS - COMP/OP AGG | 5 Included
| 1 roucy [ ]rrosect [ 1og
AUTGMOBILE LIABILITY COMBINED SINGLE LIMIT | 5
I:] j ANY AUTO {Ca acrident)
ALL OWNED AUTOS
] BODILY INJURY s
[ ] scHEDULED AUTOS (Per person)
] HireD AuTOS BODILY INJURY 3
[ ] won-owneD auTos {Per accident)
:l BROPERTY DAMAGE $
—l (Per accident)
O GARAGE LIABILITY AUTO ONLY - EA ACGIDENT | 3
] anvauto OTHER THAN EAace | g
—I AUTO ONLY: MGG | 3
EXCESS / UMBRELLA LIABILITY EACH QCCURRENGE 3
[ :l OCCUR GLAIMS MADE AGGREGATE s
3
| ] beoucriece $
] metenmion s 3
WC STATE T
WORKERS COMPENSATION AND -
EMPLOYERS' LIABILITY Y/N Tonv LikiTs [ | en
ANY PROPRIETOR/PARTNER/EXECUTIVE | E.L EAGH ACCIDENT $
QFFICER/MEMBER EXCLUDED? :
{Mandatary in NH) ] E L. DISEASE - EA EMP:OYEE $
If yes, describe under
SPEGIAL PROVISIDNS befow E.L DISEASE - POLICY LIMIT $
OTHER $69,000.00 Fidelity Bond
B |Fidelity Bond 107994 03/11/2009 | 03/11/2010 |$ 500.00 Deductible
[DESCRIPTION OF OPERATIONS / LOCATIONS / VEHICLES / EXCLUSIONS ADDED BY ENDORSEMENT 7 SPECIAL PROVISIONS
CERTIFICATE HOLDER CANCELLATION

For Insutance Purpose Only

REPRESENTATIVES.

10

SHOULD ANY OF THE ABCVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION
DATE THEREOF, THE ISSUING INSURER WILL ENDEAVOR TO MAIL
NOTICE TO THE CERTIFECATE HOLDER NAMED TO THE LEFT, BUT FAILURE TQ DO S0 SHALL
IMPOSE NO OBLIGATION OR LIARILITY OF ANY KIND UPON THE INSURER, ITS AGENTS OR

DAYS WRITTEN

AUTHORIZED REPRESENTW

ACORD 25 (2009/01)

Page 1 of 2
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CERTIFICATE OF LIABILITY INSURANCE

DATE (MMDD/YYYY)

PRODUCER
Visosky Insurance Agency

1201 E. Rd to Six Flags

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR

ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

Suite 101
Arlington TX 76011 INSURERS AFFORDING COVERAGE NAIC #
INSURED INSURER A: Mt.Vernon Fire Insurance Company

Waterstone Owners Assaciation wsuRER B: Harleysville Insurance Company

5956 Sherry Lane INSURER C:

Suite 1200 INSURER [

{ Dallas TX 74225 INSURER E-

COVERAGES

THE POLICIES OF INSURANCE LISTED BELOW HAYE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD INDICATED. NGTWITHSTANDING
ANY REQUIREMENT. TERM OR CONDITION OF ANY CONTRACT OR OTHER DOCUMENT WITH RESPECT TO WHICH THIS CERTIFICATE MAY BE ISSUED QR MAY
PERTAIN, THE INSURANCE AFFORDED 8Y THE POLICIES DESCRIBED HEREIN IS SUBJECT TO ALL THE TERMS, EXCLUSIONS AND CONDITIONS OF SUCH
POLICIES. AGGREGATE LIMITS SHOWN MAY HAVE BEEN REDUCELD BY PAID CLAIMS.

ADDT FOLICY EFFECTIVE [POLICY EXPIRATION
Vi | msko TYPE OF INSURANGE POLICY NUMBER DATE (Mﬁmnmvv) DATE (MM.@&/@*T(IW) LIMITS
GENERAL LIABILITY EACH OCGURRENCE $ 1.000,000
VI ] commerciaL cenensc LiasiLy e N 100,000
D CLAIMS MADE OCCUR MED EXP {Any one persan) | § 5,000
A :l NPP 2104697 03-06-2009 03-0602010 PERSONAL & ADV INJURY % 1,000,000
:| GENERAL AGGREGATE 5 2,000,000
GEM'. AGGREGATE LIMIT APPLIES PER: PAODUGTS - COMPOP AGG | § Included
poucy [ ]erasect [] Loc
1 | AUTOMOBILE LIARILITY COMBINED SINGLE LIMIT | g
:l ::l ANY AUTO {Ea accident)
| ] ALLownepauTos AODILY IURY .
] SCHEDULED AUTOS {Fer person)
|| Ae0 AuTos BODILY INJURY §
| ] nNoN-ownED AUTOS {Per accident)
:l PAOPERTY DAMAGE %
{Per accident) v
n GARAGE LIABILITY AUTO ONLY - EA ACCIDENT | $
L. :l ANY AUTO OTHER THAN EAAGC | &
“‘l AUTO ONLY: AGG | 5
) EXCESS / UMBRELLA LIABILITY EACH OCCURRENGE %
:.:I j QOCCUR EI GCLAIMS MADE AGGREGATE g
%
:| DEDUCTIBLE 5
—| RETENTION S s
WC STAT ot
WORKERS COMPENSATION AND
EMPLOYERS LIABILITY Y/N [ ] roRviivTs ER
ANY PROPRIETOR/PARTNER/EXEGUTIVE E.L. EACH AGCIDENT g
OFFICER/MEMBER EXCLUDED?
(Mandatary in NH) E.L DISEOSE - Z4 ENPLOTEL s
If yas, dascrine under
SPECIAL PROVISIONS belaow E L. DISEASE - POLICY LIMIT] &
OTHER $4.8 Million Value
B |Flood Coverage FLD49002009 04-09-2009 | 04-09-2010 |Buildings D & E
$10,000.00 Deductible
DESCRIP 110N OF OPERATIONS / LOCATIONS / VERIGCLES / E'x‘“_CLUSIONs'ﬂWJ'B ENDOHSEMENT 7 SPECIAL PROVISIONS
CERTIFICATE HOLDER CANCELLATION

For Insurance Purpose Only

REPRESENTATIVES.

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE THE EXPIRATION
DATE THEREOF, THE ISSUHNG INSURER WILL ENDEAVOR TO Mal. 10 DAYS WRITTEN
NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEFT, BUT FAILURE TO DO SO SHALL

IMPOSE NO OBLIGATION OR LIABILITY OF ANY KIND UPON THE INSURER, ITS AGENTS OR

AUTHORIZED REPRESE

5k Vb

ACORD 25 (2000/01)

Page 1 of 2

@ 1988-2089 ACORD CORPORATION. All rights reserved.
The ACORD name and logo are registered marks of ACORD
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CERTIFICATE OF LIABILITY INSURANCE

DATE (MM/DDRYYYY

PRODUCER
Visosky Insurance Agency

1201 E. Rd to Six Flags

THIS CERTIFICATE IS ISSUED AS A MATTER OF INFORMATION
ONLY AND CONFERS NO RIGHTS UPON THE CERTIFICATE
HOLDER. THIS CERTIFICATE DOES NOT AMEND, EXTEND OR

ALTER THE COVERAGE AFFORDED BY THE POLICIES BELOW.

Suita 101
Aslinglon X 76011 INSURERS AFFORDING COVERAGE NAIC #
INSURED NSURER A- MtVernon Fire Insurance Company

Waterstone Owners Association nsuReR B: One Beacon Insurance Company

5956 Sherry Lane INSURER G-

Suite 1200 INSURER D:

| Dalias TX 74225 INSURER E:

COVERAGES

THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE IN
ANY REQUIREMENT, TERM OR CONDITION OF ANY CONTRAGT OR OTHER DO
PERTAIN, THE INSURANCE AFFORDED BY THE POLICIES DESCRIBED HEREIN 1S
POLICIES. AGGREGATE LIMITS SHOWN MAY HAVE BEEN REQUGED BY PAID CLA|

SURED NAMED ABOVE FOR THE POLICY PERIOD INDICATED. NOTWITHSTAN DING
CUMENT WITH RESPECT TO WHIGH THIS CERTIFICATE MAY BE ISSUED OR MAY

SUBJECT TO ALL THE TEAMS, EXCLUSIONS AND CONDITIONS OF SUCH
MS.

HNSRTADDT FOLICY EFFECTIVE [POLICY EXPIRATION
INEH | sha TYPE OF [NSURANCE POLICY NUMBER DATE {MM/DD/YYYY) | DATE (MM/DD/YYYY) LIMITS
GENERAL LIABILITY EAGCH OCCURRENGCE 3 1,000.0C0
IT/J :l COMMERCIAL GENERAL LIABILITY EQEQ%EST(DEEEE;E%W,) & 100.000
D CLAIMS MADE OCCUR MED EXP (Any one person) | & 5,000
A ] NPP 2104697 03-06-2009 | 03-0602010 |erasonaLsaovimoury |8 1,000,000
3 GENERAL AGGAEGATE $ 2,000,000
GEN'L AGGREGATE LIMIT APPLIES PER: PRODUCTS - GOMP/OF AGG | $ Inclyded
[ ] roucy []erosect [] Lo
— | AUTOMOBILE LIABILITY COMBINED SINGLELIMIT | 5
— :l ANY AUTO (Ea accident)
| ] aLownepautos BODILY INILRY ]
| ] scHEbuLED AUTOS {Per person)
| ] nrep autos BODILY INJURY s
| ] nos-ownen auTos {Per accident}
:l PROPERTY DAMAGE "
_l {Per accidant)
[ GARAGE LIARILITY AUTO ONLY - EA ACCIDENT | §
] Anvauto OTHER THAN EAACC | &
_l AUTG ONLY: 254 | &
EXCESS j UMBRELLA LIABILITY EACH OCCURRENGE $
[] | ] occun [ cLamsmane AGGREGATE s
$
:| DEDUGTIBLE $
[ ] merenmion s $
WC STATU- TTI
WORKERS COMPENSATION AND
EMPLOYERS' LIABILITY YN |1 onvimTs ER
ANY PROPRIETOR/PARTNER/EXECUTIVE E L FACH ACCIDENT $
OFFICER/MEMBER EXCLUDED? -
{Mandatory in NH) £ DISEASE - EA EMPLOYEL s
if yes, describe under
SPECIAL PROVISIONS belaw E.L DISEASE - POLICY LIMIT| ¢
OTHER $4.8 Million Value
B |Property PRO200948 04-09-2009 | 04-09-2010 Buildings D & E
$1,000.00 Deductibte
| DESCHIFTION OF GPERATIGNS 7 LOCATIONS 7 VERICLES / EXCLUSIONS ADDED BY ERDORSEMENT TS PECAL TROVEIGNE

CERTIFICATE HOLDER

CANCELLATION

For Insurange Purpose Only

SHOULD ANY OF THE ABOVE DESCRIBED FOLICIES BE CANCELLED BEFORE THE EXPIRATION
DATE THEREOF, THE ISSUING INSURER WILL ENDEAVOR TO MAIL l?_ DAYS WRITTEN
NOTICE TO THE CERTIFICATE HOLDER NAMED TO THE LEFT, BUT FAILURE TQ DO SO SHALL
IMPOSE NO OBLIGATION OR LIABILITY OF ANY KIND UPON THE INSURER, ITS AGENTS OR
REPRESENTATIVES,

AUTHOHIZEDHEPRESENTA% g U - g

ACORD 25 (2008/01) Page

1of2 © 1988-%009 ACORD CORPORATION. Al gghts reserved.

The ACORD name and logo are registered marks of ACORD
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waterstone

YOUR LIMITED ONE-YEAR WARRANTY

This is the Limited One-Year Warranty available to purchasers of condominium units in Waterstone Condominiums
by Waterstone Development, L.P., a Texas limited partnership (the "Seller"). To obtain the Limited Warranty, you (the
"Buyer") must sign this Limited Warranty in connection with the contract or closing of your purchase of the unit.

1. Pre-Closing Inspection. By executing the contract, you agree that prior to your closing you will inspect
the unit and be thoroughly familiar with its condition. You further agree that you will give Seller a list of all apparent and
visible surface defects which are present at the time of your pre-closing punchlist inspection. Also, you understand and
agree that you have the right to have punchlist items addressed and reinspected before closing and that closing your
purchase automatically terminates the punchlist process.

2. Unit Warranty. Seller warrants certain components of your unit against defects in the original material and
workmanship for one full year from the date of the closing of your purchase of the unit from Seller, subject
to the terms and provisions of this Limited Warranty.

3. Common Element Warranty. In addition to the above warranty of your unit, Seller warrants the common
elements of Waterstone Condominiums against defects in material or workmanship that arise within one full year from
the date of recording the first unit deed in the development. The warranty period in this Paragraph applies to
all common elements, including roofs and foundations. Because all units are being constructed more or less
simultaneously, construction of the common elements - such as roofs and foundations - will be completed at approximately
the same time. Therefore, the commencement and termination of the common element warranty period is uniform for
all units, regardless of when the closing of your unit purchase occurs.

4. Seller's Response. Seller will repair or replace, at its option, and at no charge to you, any Covered
Component (see Paragraph 6) of the unit which is found to be defective. Seller will start performance of its obligations
under this Limited Warranty as soon as reasonably possible, but not later than 30 days after its actual receipt of your
notice, and will complete performance as soon as reasonably possible. The choice of repair or replacement and of who
performs the work is solely within Seller's discretion. You must allow access to your unit for repairs on customary days
and during customary hours for such work -- typically business days.

5. WARRANTIES DISCLAIMER. Except for the express warranties granted by this Limited Warranty, Seller
HEREBY DISCLAIMS ANY AND ALL IMPLIED WARRANTIES AS TO THE UNIT AND THE CONDOMINIUM
PROJECT TO THE MAXIMUM EXTENT ALLOWED BY LAW, INCLUDING IMPLIED WARRANTIES ARISING FROM
CUSTOM, USAGE, COURSE OF TRADE, STATUTORY OR CASE LAW, COMMON LAW, OR OTHERWISE, AND
FURTHER INCLUDING IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS.

6. COVERED COMPONENTS. This Limited Warranty covers the following components of the property, whether
the component is part of a unit or a common element:

(1) Roofs. The roof, roof flashing, gutters and downspouts (if any) are guaranteed during the warranty period
to be free from leaks or defects. This Limited Warranty is void if (a) you use the roof for any activity, (b)
you attach any structure or appurtenance (such as an antenna) to the roof, or (c) you do any act that affects
the structural or functional integrity of the roof.

(2) Concrete. During the warranty period, Seller warrants the concrete components of the property as follows:
(a) the integrity of the foundations; (b) leakage or seepage through walls or floors; (c) cracks in concrete,
masonry walls, or masonry veneer that exceed one-quarter inch in width; (d) improper drainage of water
from stoops and patios; and (e) pitting, scaling, or spalling of concrete work. Minor cracks in concrete,
including foundations, sidewalks, and patio slabs, are inevitable as a result of the natural movement of soil
(expansion and contraction), shrinkage during the curing of the concrete, and settling of the building. Seller
does not warrant concrete against such minor cracking.

Initialed by Seller Initialed by Buyer of Unit
YOUR LIMITED ONE-YEAR WARRANTY
WATERSTONE CONDOMINIUMS Page 1 of 3 15AI\05-6714\K\WS-Contract_v9 rd=2/7/07 pd=2/7/07
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Plumbing, Mechanical, Electrical. During the warranty period, Seller warrants against the following: (a)
defective plumbing fixtures or trim fittings; (b) duct work that separates or becomes unattached; and (c)
malfunctions of electrical conductors, switches, fixtures, circuit breakers, service entrances, or outlets.

Walls, Doors, Windows. During the warranty period, Seller warrants against the following: (a) leaks in
exterior wall surfaces and openings due to inadequate caulking; (b) warping of more than one-half inch in
interior windows; (c) warping of exterior doors to the extent they are inoperable; (d) malfunction of windows
with respect to operability, excessive air infiltration or moisture penetration into insulated air space; (e) loss
of adhesion of tile; (f) malfunctions in the operating parts of cabinet doors and drawers; and (g) sheetrock
defects such as blisters in tape and cracked corner bead.

Appliances. With respect to all appliances and other products that may be deemed "consumer goods" or
"consumer products,” the scope of this warranty is limited as follows. Seller does warrant proper installation
of any appliance that is installed and furnished by Seller as part of your unit. Seller does not warrant the
appliance itself. Warranties on appliances are limited to the express and implied warranties provided by the
respective manufacturers of such products. If you encounter a defect or malfunction in any appliance that
is considered a "consumer product™" under the Magnuson-Moss Warranty Act (15 U.S.C. 8§§2301-2312), you
must follow the procedures contained in any warranty that passes to you for that item.

EXCLUSIONS. To the extent permitted by law, the following conditions are expressly excluded from this

Limited Warranty:

(1) Defects caused by misuse, accidents, negligent maintenance, normal wear and tear, casualties due to the
elements, acts of God, riots, insurrection, war, catastrophe, acts of public enemy, mold, mildew, vermin
infestation, or other cause beyond the reasonable control of Seller.

(2) Normal seasonal and other periodic maintenance.

(3) Structural damage caused by soil movement or subsurface conditions.

(4) Defects in the construction or installation of wastewater or other utility lines and meters.

(5) Defects covered by manufacturers' or other warranties.

(6) Consumer products and goods, such as refrigerator, stove, range, oven hood, microwave, ice maker,
disposal, trash compactor, water heater, air conditioner, heat pump, exhaust fan, thermostat, smoke
detector, fire alarm, door bell, intercom, water softener, ceiling fan, garage door opener, and utility meter.

(7) Water pressure.

(8) Hairline cracks in masonry or stucco, if not excessively numerous; discoloration, non-uniformity of, or
appearance of brick, tile, marble, or wood; variation in color or appearance of marble/granite (if any); minor
cracks and/or nail pops in sheetrock due to normal shrinkage of lumber and/or normal settlement; minor
shrinkage of wood in doors, joists, studding, framing, and rafters.

(9) Hairline cracks, color changes, chips in grout around tile.

(10) The following items, unless noted on the punchlist: broken glass; spots on carpeting; minor carpet fading
due to variety of exposure to light and slight dye lot variance; defective seams in vinyl flooring and carpet;
surface defects in vinyl flooring and carpet; cracked, chipped, scratched ceramic tile; mirror defects, except
latent silvering failure; squeaks in floors.

(11) Any incidental, consequential, or secondary damages and/or losses of any kind that arise from any defect
warranted by this Limited Warranty, including but not limited to personal injury or damage to personal
property, loss of use, or inconvenience.
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(12) Any labor and/or material furnished by you, or at your request, express or implied. Also, any warrantable
condition adversely affected by any addition, alteration, remodeling, and/or repair performed by you or under
your supervision.

(13) Any landscaping in the condominium development, including without limitation shrubs, plants, grass, and
trees, including existing natural trees.

(14) Direct or indirect consequences of changes in the grading and/or drainage established by Seller for
Waterstone Condominiums, unless the change was made by Seller.

8. "AS IS" CONDITION. Other than the warranties contained in this Limited Warranty, the warranty of title
in the deed, and Seller's agreement to complete items on the punchlist, the unit is sold "as is" and in the condition it is
in at closing with all faults.

9. Resale. This Limited Warranty is transferable upon resale of the unit during the warranty period, and will
continue in effect for the balance of the warranty period, provided that you notify Seller in writing of the transfer not later
than 14 days after transfer of title.

10. Defect. A defect is normally regarded as any condition that materially affects the functionality of a feature,
product, or component of the unit. Defects in materials and workmanship will be those recognized under generally
accepted standards of the homebuilding industry in Lago Vista, Texas, for properties of similar style and value.

11. ENVIRONMENTAL DISCLAIMER. Seller makes no warranties, express or implied, about present or future
environmental or geological conditions at Waterstone Condominiums, in the unit, or in relation to the property, including
but not limited to pollution of air, water, or soil from any source; the existence of radon gas; and exposure to electric and
magnetic fields. Seller disclaims all liability for any type of damage -- whether direct, indirect, or consequential -- which
Waterstone Condominiums or the unit or its inhabitants may suffer because of any present or future environmental or
geological conditions.

12. Notice. To exercise this Limited Warranty, you must give Seller written notice of any covered defect not later
than 30 days after your discovery of the defect or expiration of the 1-year period, whichever occurs first. Your notice must
be sent to Seller's address shown on the purchase agreement, or to such address as Seller may designate from time to
time in writing to you. Your notice must specify the nature of the defect. You must allow Seller reasonable access to your
unit to inspect the defect. Any claim for breach of warranty that is not made in writing and is not timely received by Seller
will be deemed waived. In case of emergency, or if delay will cause substantial additional damage, you may report defects
or malfunctions by any method that ensures actual receipt by Seller, including, telephone, fax, and e-mail communications.

13. Severability. Seller intends for this Limited Warranty to be compatible with applicable public laws and
regulations, and pertinent court decisions. If any provision of this Limited Warranty is subsequently determined to be
inconsistent with public laws and regulations or court decisions, it will be amended to conform, and the remaining terms
and conditions of this Limited Warranty will continue in effect.

TO BE SIGNED IN CONNECTION WITH UNIT CONTRACT OR CLOSING

Date Signed:
BUYER 1
Date Signed:
BUYER 2
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