





























at which meeting the Owners will consider ratification of the Annual Budget. The annual
meeting of the Association shall be set within the period set forth in the Declaration and shall be
not less than fourteen (14) nor more than thirty (30) days after the furnishing of the Annual
Budget to the Owners. The Annual Budget shall be deemed ratified unless Owners having
seventy-five percent (75%) of the voting power of the Association reject or modify the Annual
Budget at the annual meeting, regardless of whether or not a quorum is present at the annual
meeting. The Annual Budget shall be based upon the aggregate sum as the managing agent or
Board shall from time to time determine is to be paid by all of the owners, including Declarant,
to provide for the payment of all estimated Common Expenses, which sum may include, among
other things, expenses of management; premiums for all insurance in the amounts and types
required hereunder; landscaping and care of grounds; common lighting; legal and accounting
fees; management fees; expenses and liabilities incurred by the managing agent or Board under
or by reason of these Bylaws; monies for any deficit remaining from a previous period; the
creation of a reasonable contingency or other reserve or surplus fund; as well as other costs and
expenses relating to the Association's affairs and duties.

7.4 Assessments. Effective the first day of each such fiscal year after the first
assessment made by the Association, each Owner, including Declarant if it is then an Owner,
shall be assessed a sum equal to the Owner’s percentage of Lot ownership of the total Lots
multiplied by the total Annual Budget, which sum shall be paid by the Owner in a yearly
installment on the first day of each fiscal year, continuing until a new assessment is made by the
Board. For the foregoing purposes, the Declarant shall be assessed a sum equal to one-third of
its percentage of Lot ownership. The managing agent or Board shall prepare and furnish to cach
Owner an itemized yearly statement showing the various estimated or actual expenses for which
the assessments are made, and any variances from the itemized Annual Budget ratified by the

Owners.

Contributions for yearly assessments shall be prorated if the ownership of a Lot
commences on a day other than the first day of the year. Any unpaid assessments by a prior
Owner shall attach to the Lot and shall be assessed to any new Owner, who acquires the Lot.
The omission or failure of the managing agent or the Board to fix the assessment {or any year
shall not be deemed a waiver, modification or a release of the Owners from obligations of the
Owners to pay the assessment for the year.

If the amount of the Annual Budget proves inadequate for any reason including,
without limitation, non-payment of any Owner's assessment, the Board may at any time levy a
further assessment by increasing the Annual Budget and each Owner shall be assessed a sum
equal to the Owner’s percentage of ownership of Lots multiplied by such increase; provided,
however, extraordinary expenses omitted from the Annual Budget, which may become due
during the [iscal year, shall first be paid from the replacement and contingency reserve; and
provided further, if inadequate funds cxist during a fiscal year, the Association may borrow
sufficient funds from Declarant or otherwise, but Declarant shall not be obligated to loan any
funds to the Association. The Board shall give written notice of any such increase, and the
reasons therefor, to each Owner, and shall state the date and terms of payment of such increase.
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All such assessments collected shall be paid and expended for the purposes
authorized in these Bylaws, and (except for such special assessments as may be levied against
less than all the Owners and such adjustments as may be required to reflect delinquent or unpaid
assessments) shall be deemed to be held for the benefit, use and account of all Owners in the
same percentages as their percentage ownerships of the total Lots. Notwithstanding any other
provision contained in these Bylaws, no Owner shall have the right to demand that more than the
pro rata share of the Owner of the assessments collected be used to benefit the Lot of the Owner.

7.5 Special Expenses. In the event any of the Easements or signage are damaged in any
way through the intentional or negligent act or omission of any Owner or the agents, employees,
or invitees of the Owner, the expense incurred by the Association for the repair of such damage
shall be deemed a Special Expense. Such Special Expenses shall be levied by the Board and
assessed only to the Owner whose act or omission resulted in the aforementioned damage, and
shall be paid by the Owner, together with the Owner’s next assessment due the Association, or at
the option of the Board, assessed to the Owner as a Special Expense due upon receipt.

Special Expenses shall include amounts assessed to any owner for road damage
results from damaged caused by vehicles entering and leaving the Lot.

7.6 Annual Accounting. Together with the notice of the annual meeting of members,
the Board shall furnish to all Owners, for the preceding fiscal year, an itemized accounting of all
the Common Expenses actually incurred, paid or accrued, together with a statement of the total
assessments collected, showing the net operating loss or gain. Any such gain in excess of the
amount required for incurred or accrued expenses and replacement and contingency reserves,
shall be apportioned according to each Owner's percentage of ownership in the total Subdivision
Lots as a credit against the next yearly assessment, until exhausted; any such loss shall be
apportioned according to cach Owner's percentage of ownership in the total Lots, and added to
the next yearly assessment.

7.7 Books of Account. The Board shall maintain current, detailed books of account in
accordance with generally accepted accounting principles and procedures, which reflect all
receipts, disbursements, assets and liabilities of the Association. Such books, records, purchase
orders and payment vouchers shall be available for inspection by any Owner, or duly authorized
representative of any Owner, at reasonable times during normal weekday business hours. Any
Owner's Mortgagee(s) shall be deemed an authorized representative of Owner. Upon ten (10)
business days notice to the Board and payment of a reasonable fee established by the Board, any
owner or the Owner’s Mortgagee(s) may demand and be furnished a statement of the Owner’s
account reflecting the amount of any unpaid assessments or other charges due and owing from

such Owner.

7.8 Lien for Non-payment of Common and/or Special Expenses. All sums assessed
and fincs imposed by the Association, but unpaid, for the share of Common Expenses, including,
without limitation, any assessment for Special Expenses and violations of these Bylaws, the
Declaration are chargeable to any Lot or its Owner, and shall constitute a continuing lien on such

Lot.
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If any assessment shall remain unpaid for thirty (30) days after the due date thereof, the
Board or managing agent shall assess interest thereon at a rate equal to twenty percent (20%) per
annum, commencing on the date such assessment was due, together with reasonable costs and
any attorney's fees incurred in connection with the collection thereof.

In any foreclosure of such lien, or suit for collection, the Owner shall be required
to pay the costs and expenses of such proceeding, all reasonable costs of collection and all
reasonable attorney's fees. The Owner shall also be required to pay to the Association any
assessment due for the Lot during the period of foreclosure. The managing agent or Board shall
have the power to bid on the Lot at foreclosure sale, and to acquire, hold, lease, mortgage and

convey the same.

Any cncumbrancer holding a lien on a Lot may pay, but shall not be required to
pay, any unpaid Common Expenses or Special Expenses due with respect to such Lot, and upon
such payment such encumbrancer shall have a lien on such Lot of the same rank as the lien of the
encumbrancer for the amounts paid.

The Association shall give notice to the Owner and the Mortgagee(s) of a Lot of
any unpaid assessments remaining unpaid for longer than thirty (30) days after the same are due.

7.9 Personal Debt of Owner. The amount of the Common Expenses and Special
Expenses assessed against each Lot shall be the personal and individual debt of the Owner
thereof at the time the assessment is made. Suit to recover a money judgment for unpaid
Common Expenses and Special Expenses shall be maintainable without foreclosing or waiving
the lien securing each Lot. Notwithstanding anything to the contrary contained in these Bylaws,
the Association shall seek any sums due for unpaid Common Expenses and Special Expenses
from a person in beneficial ownership of a Lot pursuant to a real estate contract for a period of
forty-five (45) days following notice to such person of unpaid Common Expenses and Special
Expenses, before seeking such sums from the legal Owner of such Lot.

7.10 Disclosure of Unpaid Assessments. Upon payment of a reasonable fee established
by the Board, and upon the Board's receipt of a written request from any Owner or any
Mortgagee or prospective Mortgagee of a Lot, the Association, by its managing agent or Board,
shall issue an acknowledged, recordable written statement setting forth the amount of the unpaid
Common Expenses and Special Expenses, if any, with respect to the Lot, the amount of the
current yearly assessment, and date that such assessment becomes due, and the amount of credits
for advanced payments or for prepaid items, including, but not limited to, insurance premiums,
which statement shall be conclusive upon the Association in favor of all persons who rely
thereon in good faith. Unless such request for a statement shall be complied with within ten (10)
business days of its actual receipt by the Association, all unpaid Common Expenses and Special
Expenses which become due prior to the date of making such request shall be subordinate to the
lien of a Mortgage requesting such statement. The Owner of any Lot, by acceptance of a deed or
real estate contract thereto, waives any objection (o the disclosure of the aforementioned
information by the Association and releases the Association, the Board, and its agents from any

liability therefor.
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7.11 Joint Liability for Common Expenses and Special Expenses Upon Transfer of
Lot. The grantee or real estate contract purchaser of a Lot shall be jointly and severally liable
with the prior Owner for all unpaid assessments against the Owner for the grantees proportionate
share of the Common Expenses and Special Expenses up to the time of the deed or contract,
without prejudice to the grantee's right to recover from the Declarant the amounts paid by the
grantee therefor; provided, however, that upon payment of a reasonable fee established by the
Board, and upon written request, any such prospective grantee shall be entitled to a statement
from the managing agent or Board setting forth the amount of the unpaid assessments, if any,
with respect to the subject Lot, the amount of the current yearly assessment, the date that such
assessment becomes due, and credits for advanced payments or for prepaid items, including but
not limited to insurance premtums, which statement shall be conclusive upon the Association. If
such statement is not tendered by the Association within ten (10) business days of its actual
receipt of such request, then such requesting grantee shall not be liable for, nor shall the Lot
conveyed be subject to a lien for any unpaid assessments against the Lot unless such lien has
been recorded with the Santa Fe County Clerk prior to the date the request is received by the
Association.

7.12 No Waiver of Common and/or Special Expenses. No Owner may waive or
otherwise escape liability for the assessments provided for in these Bylaws by non-use of the
Common Easements or the Owner’s Lot, by abandonment of the Owner’s Lot or by any other
means.

Article 8 - Insurance and Casualty Losses

8.1 Association Insurance. The Association, acting through its Board or its managing
agent, shall obtain blanket “all-risk” property insurance, if reasonably available, for all insurable
improvements located within the Common Easements. Such property shall include, by way of
illustration and not limitation, any insurable improvements on or related to Easements, including
Common Access Easements and Trail Easements which the Association is obligated to maintain.
If blanket “all-risk” coverage is not generally available at a reasonable cost, then the Association
shall obtain fire and extended coverage, including coverage for vandalism and malicious
mischief. The face amount of the policy shall be sufficient to cover the full replacement cost of
the insured property. The cost of such insurance shall be a Common Expense to be allocated
among all Lots subject to assessment as part of the annual assessment.

The Association also shall obtain a public liability policy on the Easements,
including Common Access Easements and Trail Easements, insuring the Association and its
members for damage or injury caused by the negligence of the Association or any of its
members, employees, agents or contractors while acting on its behalf. If generally available at a
reasonable cost, the public liability policy shall have at least a $1,000,000.00 combined single
limit as respect to bodily injury and property damage and at least a $1,000,000.00 limit per
occurrence and in the aggregate.

Premiums for all insurance on the Easements, including Common Access
Easements and Trail Easements shall be Common Expenses and shall be included in the annual

assessment.
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The policies may contain a reasonable deductible which shall not be subtracted
from the face amount of the policy in determining whether the insurance at least equals the
required coverage. In the event of an insured loss, the deductible shall be treated as a Common
Expense in the same manner as the premiums for the applicable insurance coverage. However, if
the Board reasonably determines, after notice and an opportunity to be heard in accordance with
these Bylaws, that the loss is the result of the negligence or willful misconduct of one or more
Owners or the occupants, then the Board may specifically assess the full amount of such
deductible against the of an Owner’s Lot of such Owner.

All insurance coverage obtained by the Association shall:

8.1.1 Bc written with a company authorized to do business in New Mexico which holds a
Best’s rating of A or better and is assigned a financial size category of IX or larger as established
by A.M. Best Company, Inc., if reasonably available, or, if not available, the most nearly
equivalent rating which is available.

8.1.2 Be written in the name of the Association as trustee for the benefited parties.
Policics on the Easements, including Common Drainage Easements shall be for the benefit of the
Association and its members.

8.1.3 Vest in the Board exclusive authority to adjust losses; provided, however, no
Mortgagee having an interest in such losses may be prohibited from participating in the
settlement negotiations, if any, related to the loss.

8.1.4 Not be brought into contribution with insurance purchased by individual Owners, 5
or their Mortgagees.

8.1.5 Have an inflation guard endorsement, if reasonably available. If the policy
contains a co-insurance clause, it shall also have an agreed amount endorsement. The
Association shall arrange for an annual review of the sufficiency of insurance coverage by one or
more qualified persons, at least one of whom must be in the real estate industry and familiar with
construction in the Santa Fe County, New Mexico area.

The Board shall use reasonable efforts to secure insurance policies containing
endorsements that:

8.1.6 Waive subrogation as to any claims against the Board, officers, employees, and its
manager, the Owners and their tenants, servants, agents, and guests.

8.1.7 Waive the insurer’s rights to repair and reconstruct instead of paying cash.
8.1.8 Preclude cancellation, invalidation, suspension, or non-renewal by the insurer on

account of any one or more individual Owners, or on account of any curable defect or violation
without prior written demand to the Association to cure the defect or violation and allowance of

a reasonable time to cure.
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8.1.9 Exclude individual Owner’s policies from consideration under any “other
insurance” clause.

8.1.10 Require at least thirty (30) days’ prior written notice to the Association of any
cancellation, substantial modification, or non-renewal.

The Association also shall obtain, as a Common Expense, a fidelity bond or
bonds, if generally available at a reasonable cost, covering all persons responsible for handling
Association funds. The Board shall determine the amount of fidelity coverage in its best
busincss judgment but, if reasonably available, shall secure coverage equal to not less than one-
sixth (1/6) of the annual assessments on all Lots plus reserves on hand. Bonds shall contain a
waiver of all defenscs based upon the exclusion of persons serving without compensation and
shall require at least thirty (30) days’ prior written notice to the Association of any cancellation,
substantial modification or non-renewal.

8.2 Damage and Destruction.

8.2.1 Immediately after damage or destruction to all or any part of the Subdivision
covered by insurance written in the name of the Association, the Board or its duly authorized
agent shall file and adjust all insurance claims and obtain reliable and detailed estimates of the
cost of repair and reconstruction. Repair or reconstruction, as used in this paragraph, means
repairing or restoring the property to substantially the condition in which it existed prior to the
damage, allowing for changes or improvements necessitated by changes in applicable building
codes.

8.2.2 Any damage to or destruction of the Easements, including Common Access
Easements and Trail Easements shall be repaired or reconstructed unless at least seventy-five
(75%) of the total Class I voters in the Association, and the Class II Member, if any, decide
within sixty (60) days after the loss not to repair or reconstruct.

If either the insurance proceeds or reliable and detailed estimates of the cost of
repair or reconstruction, or both, are not available to the Association within such sixty (60) day
period, then the period shall be extended until such funds or information are available. However,
such extension shall not exceed sixty (60) additional days. No Mortgagee shall have the right to
participate in the determination of whether the damage or destruction to the Easements, including
Common Access Easements and Trail Easements shall be repaired or reconstructed.

8.2.3 If determined in the manner described above that the damage or destruction to the
Easements, including Common Access Easements and Trail Easements shall not be repaired or
reconstructed and no alternative improvements are authorized, the affected property shall be
cleared of all debris and ruins and maintained by the Association in a neat and attractive,

landscaped condition.
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8.3 Disbursements of Proceeds.

Any insurance proceeds remaining after paying the costs or repair of
reconstruction, or after such settlement as is necessary or appropriate, shall be retained by and
for the benefit of the Association and placed in a capital improvements account. This is a
covenant for the benefit of Mortgagees and may be enforced by the Mortgagees of any affected

Lot.

ARTICLE 9 - INDEMNIFICATION AND LIABILITY

9.1 Indemnification. The Association shall indemnify every director and officer of the
Association, every committee member, and their heirs, personal representatives, executors,
administrators, successors and assigns against all costs and expenses, including attorneys' fees,
actually and necessarily incurred in connection with any action, suit or proceeding to which such
person may be made a party by reason of being or having been a director or officer or committee
member of the Association, except as to matters as to which such person shall be finally
adjudged in such action, suit or proceeding to be liable on the basis that the person has breeched
or failed to perform the duties of the person’s office and the breech or failure to perform
constitutes willful misconduct or recklessness. In the event of a settlement, indemnification shall
be provided only in connection with such matters covered by the settlement as to which the
Association is advised by counsel that the person to be indemnified has not been guilty on such

basis.

The foregoing rights shall not be exclusive of other rights to which such director
or officer or committee member may be entitled. All liability, loss, damage, costs and expense
incurred or suffered by the Association by reason of arising out of or in connection with the
foregoing indemnification provisions shall be treated and handled by the Association as
Common Expenses. Nothing contained in this Section shall, however, be deemed to obligate the
Association to indemnify any Owner who is or has been a director or officer or committee
member of the Association with respect to any duties or obligations assumed or liabilities
incurred as an Owner under or by virtue of the Declaration, or the ownership of a Lot, as
distinguished from the Owner’s conduct and activities as an officer or director or committee

member of the Association.

The Board is specifically authorized to purchase insurance to protect the Board Members
from claims and suits against the Board and its individual members relating to Board actions and
the actions of Board Members acting in their capacity as Board Members.

9.2 Non-Liability of the Directors and Officers. No director or officer or committee
member of the Association shall be personally liable to the members of the Association for any
mistake of judgment or for any acts or omissions of any nature whatsoever as such director or
officer or committee member, except for any acts or omissions found by a court to constitute the
basis. No director or officer or committee member shall be personally liable with respect to any
contract made by them on behalf of the Association.

17



9.3 Liability of Owners. The liability of any Owner arising out of any contract made by
the officers or Board of Directors or committee members, or out of the aforesaid indemnity in
favor of the members of the Board of Directors or officers or committee members, shall be
limited to such Owner’s pro rata share of the total liability to be established as a Common
Expense or Special Expense by assessment. Every agreement made by the officers, the Board of
Directors or managing agent or committee members on behalf of the Association shall, if
obtainable, provide that the officers, the members of the Board of Directors or the managing
agent or committee members, as the case may be, are acting only as agents for the Association
and shall have no personal liability thereunder (except as Owners).

9.4 Non-Liability of Association. The Association shall not be liable for any service to
be obtained by the Association or paid as a Common Expense. The Association shall not be
liable to any Owner for loss or damage, by theft or otherwise, of articles which may be stored
upon any of the Lots. No diminution or abatement of any assessments, as provided in the
Declaration or these Bylaws, shall be claimed or allowed for inconvenience or discomfort arising
from the making of repairs or improvements to the Easements, including Common Access
Easements and Trail Easements or from any action taken by the Association to comply with any
law, ordinance or with the order or directive of any municipal or other government authority.

ARTICLE 10 - MORTGAGES

10.1 Notice to Association. An Owner who mortgages the Owner’s Lot shall notify the
Association through the managing agent, if any, or the Secretary of the Association, giving the
name and address of the Mortgagee. The Association shall maintain such information in a book
entitled "Mortgages of Lots."

10.2 Notice of Unpaid Assessments. The Association shall, at the request of the
Mortgagee of a Lot, report any unpaid assessment due from the Owner of such Lot upon the
payment of such reasonable charge as may be determined by the Board.

ARTICLE 11 - EVIDENCE OF OWNERSHIP AND
REGISTRATION OF MAILING ADDRESS

11.1 Proof of Ownership. Except for those Owners who initially purchase a Lot from
Declarant, any person on becoming Owner of a Lot shall furnish to the managing agent, Board of
Directors or Secretary a photocopy or a certified copy of the recorded instrument vesting that
person with an interest or ownership, which instrument shall remain in the files of the
Association. Such person shall neither be deemed to be a member of the Association in good
standing nor shall the person be entitled to vote at any annual or special meeting of members of
the Association unless this requiremnent is first met.

11.2 Registration by Owner of Mailing Address. Each Owner shall register the
Owner’s mailing address with the Association upon becoming an Owner of a Lot. Except for
regular periodic assessment statements, notices of annual and special meetings as provided in the
Bylaws, and other routine notices, all other notices or demands intended to be served upon an
Owner shall be sent by either registered or certified mail, postage prepaid, addressed in the name

18



of the Owner at such registered mailing address. In the event an Owner fails to register the
Owner’s address with the Association in accordance with these Bylaws, the Association shall
send all notices, statements, demands, etc. to such Owner at the address of the Owner’s Lot.

All demands, or other notices intended to be served upon the Board or the Association
shall be sent certified mail, postage prepaid, to the Santa Fe Trail Estates Homeowners
Association at 421 Saint Michaels Drive, Santa Fe NM 87505 until such address is changed by a
notice of address change duly recorded in the office of the County Clerk of Santa Fe County,
New Mexico. All notices, demands, stateiments or other information shall be deemed furnished
and delivered to an Owner, Mortgagee or person other than the Association upon deposit thereof
in the U.S. mail, postage or charges prepaid, addressed to the party in accordance with this
Section, and in any event, upon actual receipt by such party.

ARTICLE 12 - CONTRACTS, SIGNATORIES, BOOKS, RECORDS
AND INSPECTION THEREOF

12.1 Contracts. The Board of Directors may authorize any officer or officers, agent or
agents of the Association, in addition to the officer so authorized by these Bylaws, to enter into
any contract or execute and deliver any instrument in the name of and on behalf of the
Association. Such authority shall be confined to specific instances.

12.2 Checks and Drafts, etc. All checks, drafts, other orders for the payment of money,
notes or other evidence of indebtedness i1ssued in the name of the Association, shall be signed by
such officer or officers, agent or agents of the Association and in such manner as from time to
time shall be determined by written resolution of the Board of Directors.

12.3 Deposits. All funds of the Association shall be deposited from time to time to the
credit of the Association in such banks, financial institutions or other depositories as the Board of
Directors may select.

12.4 Maintenance. The Association shall keep correct and complete books and records
of account and shall also keep minutes of the meetings of the members of the Association, and of
the Board of Directors, and shall keep at the registered or principal office a record giving the
names and addresses of all members of the Association. All books and records of the
Association shall be open for inspection by any Owner or holder of a bona fide lien of record
against any Lot, or any representative of either, duly authorized in writing, at such reasonable
time or times as may be requested by such owner, lien holder, or representative.

ARTICLE 13 - FISCAL YEAR

13.1 Waiver of Notice. The fiscal year of the Association shall end on the 31st day of
December of each year, unless another fiscal year shall be adopted by resolution of the Board of

Directors.
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ARTICLE 14 - WAIVER OF NOTICE

14.1 Whenever any notice whatever is required to be given under the provisions of the
laws of the State of New Mexico or under the provisions of the Declaration, Articles of
Incorporation or by these Bylaws, a waiver thereof in writing signed by the person or persons
entitled to such notice, whether before or after the time stated therein, shall be deemed equivalent
to the giving of such notice.

ARTICLE 15 - CORPORATE SEAL

15.1 The Association shall have no corporate seal. The absence of a seal from any
documents to be executed in behalf of said Association shall not affect the validity of such

documents.
ARTICLE 16 - CHARACTER OF ASSOCIATION

16.1 Non-profit Association. This Association is not organized for profit. No member,
member of the Board of Directors, officer or other person may receive pecuniary gain from the
operation thereof, and in no event shall any part of the funds or assets of the Association be paid
as salary or compensation to, or distributed to, or inure to the benefit of any member, or member
of the Board of Directors or officer; provided, however, (1) reasonable compensation may be
paid to any member, manager, director, or officer while acting as an agent or employee of the
Association for services rendered in effecting one or more of the purposes of the Association,
and (2) that any member, manager, director or officer may, from time to time, be reimbursed for
actual and reasonable cxpenses incurred in connection with the administration of the affairs of

the Association.
ARTICLE 17 - AMENDMENTS TO BYLAWS

17.1 Bylaws. These Bylaws may be amended by the members of the Association at a
duly constituted meeting for such purpose, but no amendment shall take effect unless approved
in writing by members having at least sixty-six and two-thirds percent (66 2/3%) of the voting
power of the Association. These By-Laws contain provisions for the regulation and management
of the affairs of the corporation, but may not be inconsistent with the laws of New Mexico or the
City of Santa Fe Ordinances in accordance with NMSA 1978 Section 53-11-27.
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