RELEASE AND SETTLEMENT AGREEMENT

THIS RELEASE AND SETTLEMENT AGREEMENT (“Release” or “Agreement”) is made by
and between Kleinhans Farms Estates, LLC (“KFE”) and Flathead County, a duly existing
political subdivision of the State of Montana.

Recitals:

WHEREAS, on or about February and March of 2006, KFE purchased 367.47 acres of real
property which border approximately 1.6 miles of the south side of Montana Highway 82,
commencing approximately .25 miles east of Somers Road and extending east to a point
approximately 0.6 miles west of the intersection with Lower Valley Road, more particularly
described as Tracts 2A, 2BB, 3 and 4 in Section 20, Township 27 North, Range 20 West; Tracts
3, 3B, 4, 4B, 4C, 5 and 6A in Section 19, Township 27 North, Range 20 West; and Tract 1 in
Section 24, Township 27 North, Range 21 West, P.M.M., Flathead County, Montana, known as
“North Shore Ranch” (“NSR”);

WHEREAS, on or about August 17, 2007, KFE submitted its amended subdivision application
accompanied by the appropriate fee to Flathead County pursuant to which KFE sought approval
of a residential subdivision for North Shore Ranch (“Application”);

WHEREAS, on or about October 27, 2007, Flathead County Planning Staff (“FCPS”)
determined that the Application was “sufficient” within the context of §4.4.4(b) of the then
governing Flathead County Development Code (“FCDC™);

WHEREAS, on or about February 1, 2008, FCPS issued its Staff Report (“Staff Report”) which
identified no deficiencies or potential subdivision impacts that were incapable of mitigation and
which concluded that the Application complied with applicable state and local laws and
regulations;

WHEREAS, on March 26, 2008 and April 2, 2008, the Flathead County Planning Board
(“Planning Board™) reviewed the Application;

WHEREAS, on April 2, 2008, the Planning Board recommended that KFE offer additional
mitigation of potential impacts, including the deletion of four (4) residential lots and an

expansion of a buffer between the NSR property and the Flathead Waterfowl Production Area
(“WPA’S);

WHEREAS, on April 2, 2008, KFE agreed to all additional mitigation identified by the Planning
Board as well as all conditions of approval set forth in the Staff Report;

WHEREAS, on April 2, 2008, the Planning Board recommended conditional approval of the
Application by a five (5) to one (1) vote;
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WHEREAS, on or about April 23, 2008, the Flathead County Board of County Commissioners
(“FCC”) convened to render a final decision on the Application and voted to deny the
Application by a two (2) to one (1) vote;

WHEREAS, on May 21, 2008, KFE commenced an action (hereinafter “Action™) against
Flathead County in the Eleventh Judicial District Court in and for the County of Flathead,
Montana, Cause No. DV-108-614(B), pursuant to which KFE appealed the denial of the
Application under §76-3-625(2), M.C.A. (Count I of Complaint and Jury Claim), and by which it
sought declaratory and injunctive relief as well as compensatory damages, interest, costs,
expenses and attorney’s fees under state and federal law (Counts II through X of Complaint and
Jury Claim);

WHEREAS, representatives of the parties have met in person and KFE and Flathead County
have engaged in good faith discussions and negotiations to resolve the Action to, inter alia, avoid
the costs, expenses and vagaries attendant to litigation, to further the parties’ shared interest in
the fair, equitable and transparent application of Flathead County Subdivision Regulations and to
further Flathead County’s interest in preserving, protecting and furthering its interest in public
health and safety;

WHEREAS, KFE has provided Flathead County with:

a. A Revised Preliminary Plat regarding NSR as generally depicted on attached Exhibit
“A”, which is expressly incorporated herein by reference and which shall be further
modified by KFE to provide the final detail design layout in order to meet the
applicable sections of the Flathead Land Development code (hereinafter, the “Revised
Preliminary Plat”);

b. Covenants, Conditions and Restrictions (“CC&R’s”) (see attached Exhibit “B”, which
is expressly incorporated herein by reference); and

c. Conditions of Approval (see attached Exhibit “C”, which is expressly incorporated
herein by reference).

WHEREAS, FCC hereby and herewith approve the revised preliminary plat attached hereto as
Exhibit “A” subject to those Conditions of Approval attached hereto as Exhibit “D”; and

WHEREAS, the parties are desirous of resolving the Action on the following terms and on the
following conditions:

1. Within twenty-one (21) days of the execution of the within Release by the final party to do
so, the FCC shall convene a public hearing (“public hearing”) during which it will receive
public comment regarding the within Release and Settlement Agreement, the terms of which
have been agreed to by the Parties hereto subject to such public hearing.

2. Flathead County stipulates, covenants and agrees that the Revised Preliminary Plat has been
accorded the unbiased and unprejudiced evaluation, review and treatment by the FCC to
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which any other applicant would be entitled and the County affirmatively agrees and
covenants that it has done so fairly, without delay, in good faith, in conformity with
governing statutory and regulatory authority, without retaliatory conduct and consistent with
the methods and bases for evaluation and ultimate decision-making applicable to subdivision
applications submitted by strangers to the Action.

. FCC stipulates, covenants and agrees that the revised preliminary plat attached hereto as

Exhibit “A” and expressly incorporated herein by reference is approved subject to the
conditions attached hereto as Exhibit “C” which are also expressly incorporated herein by
reference.

. Flathead County stipulates, covenants and agrees that the within Release and Settlement

Agreement will be subject to only one (1) public hearing before the FCC.

. The parties to the within Agreement expressly agree and acknowledge that the within

Release and Settlement Agreement will be filed with the Eleventh Judicial District Court,
Cause No. DV-08-614(B) as an agreed upon consent decree and, further, that said proposed
consent decree will be filed within forty-eight (48) hours of the public hearing.

. Flathead County agrees that, absent KFE’s consent, neither Flathead County nor any of its

agents, servants, employees, representatives, assignees or agencies, or any of them, will take,
approve or ratify any action to zone any of the real property that is the subject of the revised
preliminary plat until the FCC renders a final decision on the revised final plat. Flathead
County agrees that, absent KFE’s consent, neither Flathead County nor any of its agents,
servants, employees, representatives, assigns or agencies, or any of them, will initiate any
action to zone any of the real property included in such preliminary plat conditional approval
until each building lot of each phase of the subdivision changes ownership. After
preliminary plat approval, the parties agree that the provisions of this paragraph will not
apply to zoning initiated pursuant to Title 76, Chapter 2, Part 1, M.C.A.

. In the event that no collateral litigation is commenced by any third party against any party

hereto that arises out of or is related to this Agreement or the conditional approval of the
revised preliminary plat within thirty (30) days of the date on which the public hearing is
held, KFE agrees and covenants to dismiss the Action with prejudice, without costs and
attorney’s fees, and waiving all rights of appeal, in exchange for the following:

a. Within thirty (30) days of the approval of the within Decree by this Court, a lump sum
payment in the amount of Five Hundred Thousand and No/100 Dollars ($500,000.00);
and;

b. On or before February 1, 2011, a lump sum payment of Two Hundred Fifty Thousand
and No/100 Dollars ($250,000.00); and

¢. On or before February 1, 2012, a lump sum payment of Two Hundred Fifty Thousand
and No/100 dollars ($250,000.00).
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8.

10.

d. The above described consideration shall be allocated as $600,000 for the purchase of a
nonexclusive easement as defined as detail herein and $400,000 as cash remuneration.

e. The area comprising the nonexclusive easement is generally depicted in yellow on
Exhibit “D” and consists of approximately 150 acres. The purpose of the easement
shall be for public access limited to foot traffic for walking, bird watching and similar
sightseeing activity and those activities consistent with the purposes of the Flathead
Waterfoul Production Area, except that the easement shall not permit hunting or
motorized vehicles except for occasional use by motorized vehicles to maintain the
easement. In the event KFE sells the real property underlying the nonexclusive
easement to a party which requires the easement to be extinguished as a condition to the
sale, KFE shall reimburse the County the $600,000 paid to KFE for the easement as
provided in subparagraph d. above. The County shall indemnify, defend and hold KFE
harmless from any and all liability, including attorneys fees and costs arising out of or
related to damages to persons or the property from the public use of the nonexclusive
easement. The County is entitled to construct an access road from Highway 82 to the
nonexclusive easement to provide public access to the nonexclusive easement, and shall
maintain such roadway at their sole cost.

f. The County agrees to construct at its cost the internal road network to the specifications
required by the County’s Subdivision Regulations and as specified in KFE’s application
in an amount up to the linear feet of roads shown on Exhibit “D.” The county shall be
obligated to construct the roads as required by each phase to be final platted by KFE.
KFE shall provide to the County at least 180 days prior notice of the roads to be built.
The County agrees to construct at its cost two turning lanes on Highway 82 into KFE’s
subdivision to the specifications required by the Montana Department of
Transportation.

No provision in this Agreement is to be construed as to restrict KFE’s ability and right to
assert whatever claims at law or in equity that it may possess in the event any third party
commences litigation that is related to the within Agreement, the conditional approval of the
revised preliminary plat or any issue, claim or controversy related thereto.

The parties, and each of them, agree not to disparage one another for any act or omission at
issue in the Action.

Provided no collateral litigation is commenced by any third party against any party hereto as
described in paragraph 7, above, the parties stipulate and agree to take all appropriate actions
to stay the Action pending the public hearing and the parties further stipulate and agree that
within forty-five (45) days after the public hearing is conducted, the parties will execute any
and all documents appropriate and reasonably necessary to dismiss the Action with prejudice,
without costs and waiving all rights of appeal including, but not limited to, a stipulation of
dismissal pursuant to M.R.Civ.P. 41 consistent with the timeline and obligations articulated
by Paragraph 5 of the within Agreement. (“Stipulation of Dismissal”).
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12.

13.

14.

15.

16.

Release. Assuming that the within Release and Settlement Agreement remains unmodified
after the public hearing and/or that any modifications thereto are acceptable to KFE and
assuming that prior to such public hearing no motion alleging breach or default of any
stipulation, covenant or agreement of this Settlement Agreement filed by KFE is pending in
the Montana Eleventh Judicial District Court, and further assuming that no collateral
litigation is commenced by any third party as described in paragraph 7, above, and that
FCC has satisfied its obligations under Paragraphs 4 and 5 of this Agreement, KFE fully
and forever releases and discharges Flathead County, its agents, servants, representatives,
employees, affiliates, subsidiaries, officers, directors, successors, predecessors in interest
and insurers from any and all actions, claims, causes of action, demands, or expenses for
damages or injuries, whether asserted or unasserted, known or unknown, foreseen or
unforeseen, in any way related to or arising out of the Application or to Flathead County’s
acts or omissions in having rendered a final decision on it. Provided, however, that nothing
set forth herein shall be construed to constitute a waiver or release of KFE’s right to
commence any action at law or in equity seeking all available remedies in the event that the
FCC breaches this Agreement or seeks to revise the terms of the within Agreement, or any
of its attachments, in a manner unacceptable to KFE. Nothing contained herein shall
constitute a waiver or release of KFE’s right to contest on the merits, through available
appeal or any other available legal or equitable means, or any modification to this
Agreement or its attachments by the County.

No Admission of Liability. It is expressly understood that the within Release and
Settlement Agreement is accepted as the sole consideration for full and final satisfaction
and accord to compromise disputed claims, that neither the settlement nor the negotiations
for settlement shall be considered as an admission of liability by Flathead County and that
Flathead County expressly denies any liability for any injury or damages of any kind or
nature to any other party hereto.

Volition. The parties have carefully read the foregoing, discussed its legal effect with each
of their attorneys, understand the contents thereof, and sign the same of their own free will
and accord.

Binding Effect. This Release shall be binding upon each party’s agents, agencies, political
subdivisions, servants, representatives, employees, heirs, successors, personal
representatives and assigns.

Entire Agreement. The parties agree that no promise or inducement that is not herein
expressed has been made to them and that in executing this Release and Settlement
Agreement they do not rely upon any statement or representation made by any person, firm
or corporation hereby released or by any agent, attorney, insurer or other person
representing the parties.

Contractual. The Parties agree and acknowledge that the terms of this Release and
Settlement Agreement are contractual and not a mere recital.
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17.

18.

19.

20.

21.

22.

23.

24.

25.

Governing Law. The within Release and Settlement Agreement is deemed to be made in
the State of Montana and it and the legal relations amongst the parties shall be governed
and construed according to the laws of the State of Montana regardless of conflict of laws
principles.

Severability. The parties agree that the provisions of the within Release and Settlement
Agreement ar ¢ severable and that if any provision is found to be contrary to law or
otherwise invalid all remaining provisions shall remain in full force and effect.

Integration and Modification. With regard to the subject matter stated herein, this
Release and Settlement Agreement constitutes the entire, final and integrated agreement
between the parties and fully supersedes all prior understandings, representations and
warranties. This Agreement may only be modified in a written agreement signed by all
parties.

Counterparts. This Release and Settlement Agreement and all instruments or documents
in accordance herewith may be executed in one or more counterparts or duplicates, and via
electronic facsimile, each of which shall be deemed to be an original copy of this
Agreement and all of which, when taken together, shall be deemed to constitute one and the
same Release and Settlement Agreement.

Effective Date. The within Release and Settlement Agreement will become effective upon
its execution by all parties to the Action and their respective counsel.

Breach. Any party hereto who is compelled to seek judicial intervention to seek
compliance by any other party in default or breach of any of the terms and conditions of the
within Release and Settlement Agreement will be entitled to seek all judicial relief
available to it in the Action including, but not limited to, damages, interest, equitable relief,
approval of its application and the recovery of its reasonable attorney’s fees and costs
proximately incurred thereby.

Time is of Essence. The parties expressly acknowledge and agree that time is of the
essence with respect to the within Release and Settlement Agreement.

Priority Status. Flathead County stipulates, covenants and agrees that the public hearing
will enjoy priority status over any other hearing with respect to the noticing and scheduling
of a public hearing before the FCC for purposes of receiving public comment on the within
Agreement.

Authority. The undersigned representatives of KFE and Flathead County represent and
warrant that they, respectively, have the right and authority to execute the within
Agreement and to legally bind said entities, that they do so of their free act and deed and
that they, respectively, have not sold, assigned, transferred, conveyed or otherwise disposed
of any claims or potential claims relating to any matter covered by this Agreement.
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26. Taxes. KFE agrees to indemnify Flathead County from any claim by any governmental
taxing authority for any taxes which may be owed or claimed to be owed as a result of the
payment to KFE as contemplated by Paragraph 35 of the within Agreement.

27. Construction. It is expressly acknowledged and understood by the parties that since each
party has cooperated and assisted in the drafting and preparation of this Agreement, in any
future construction of this Agreement it shall not be construed against any party to it on the
basis that the party was the drafter of this Agreement.

DATED this »\i day of February 2010.

CAUTION: READ BEFORE SIGNING!

KLEINHANS FARMS ESTATES, LLC

Bylz Ke+Y D, Sipmpal
Its: _Se. My Mo by

APPROVED BY:

-

»

Terance P. lPe;ry, érs;/
Attorney for Kleinhers Farms Estates, LLC

CAUTION: READ BEFORE SIGNING!

FLATHEAD COUNTY, MONTANA
Board of Commissioners

APPROVED BY:

/AN
Ala’F. M ormick, Esq.
Attorney for Flathead County
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William K. VanCanagan, Esq.

Terance P. Perry, Esq.

Alex Beal, Esq.

DATSOPOULOS, MacDONALD & LIND, P.C.
201 West Main Street, Suite 201

Missoula, Montana 59802

Telephone: (406) 728-0810

MONTANA ELEVENTH JUDICIAL DISTRICT COURT, FLATHEAD COUNTY

KLEINHANS FARMS ESTATES, LLC a ) Cause No. DV-08-614 (B)

Montana Limited Liability Company, )
)
Plaintiff, )
) CONSENT DECREE
-Vs- )
)
FLATHEAD COUNTY, )
)
Defendant. )

L BACKGROUND

1. On or about February and March of 2006, KFE purchased 367.47 acres of real property
which border approximately 1.6 miles of the south side of Montana Highway 82,
commencing approximately .25 miles east of Somers Road and extending east to a point
approximately 0.6 miles west of the intersection with Lower Valley Road, more particularly
described as Tracts 2A, 2BB, 3 and 4 in Section 20, Township 27 North, Range 20 West;
Tracts 3, 3B, 4, 4B, 4C, 5 and 6A in Section 19, Township 27 North, Range 20 West; and
Tract 1 in Section 24, Township 27 North, Range 21 West, P.M.M., Flathead County,
Montana, known as “North Shore Ranch” (“NSR”).

2. On or about August 17, 2007, KFE submitted its amended subdivision application
accompanied by the appropriate fee to Flathead County pursuant to which KFE sought
approval of a residential subdivision for North Shore Ranch (“Application”).

3. On or about October 27, 2007, Flathead County Planning Staff (“FCPS”) determined that the

Application was “sufficient” within the context of §4.4.4(b) of the governing Flathead
County Development Code (“FCDC”).
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10.

11.

12.

On or about February 1, 2008, FCPS issued its Staff Report (“Staff Report”) which identified
no deficiencies or potential subdivision impacts that were incapable of mitigation and which
concluded that the Application complied with applicable state and local laws and regulations.

On March 26, 2008 and April 2, 2008, the Flathead County Planning Board (“Planning
Board”) reviewed the Application.

On April 2, 2008, the Planning Board recommended that KFE offer additional mitigation of
potential impacts, including the deletion of four (4) residential lots and an expansion of a
buffer between the NSR property and the Flathead Waterfowl Production Area (“WPA”).

On April 2, 2008, KFE agreed to all additional mitigation identified by the Planning Board as
well as all conditions of approval set forth in the Staff Report.

On April 2, 2008, the Planning Board recommended conditional approval of the Application
by a five (5) to one (1) vote.

On or about April 23, 2008, the Flathead County Board of County Commissioners (“FCC”)
convened to render a final decision on the Application and voted to deny the Application by a
two (2) to one (1) vote.

On May 21, 2008, KFE commenced the present action (hereinafter “Action”) against
Flathead County in the Eleventh Judicial District Court in and for the County of Flathead,
Montana, Cause No. DV-108-614(B), pursuant to which KFE appealed the denial of the
Application under §76-3-625(2), M.C.A. (Count I of Complaint and Jury Claim), and by
which it sought declaratory and injunctive relief as well as compensatory damages, interest,
costs, expenses and attorney’s fees under state and federal law (Counts II through X of
Complaint and Jury Claim).

Representatives of the Plaintiff and Defendant (hereinafter “Parties) have met in person
and have engaged in good faith discussions and negotiations to resolve the Action to, inter
alia, avoid the costs, expenses and vagaries attendant to litigation, to further the Parties’
shared interest in the fair, equitable and transparent application of Flathead County
Subdivision Regulations and to further Flathead County’s interest in preserving, protecting
and furthering its interest in public health and safety.

Following such good faith discussions, and in furtherance of the Parties’ shared interest in
resolving the Action, KFE provided Flathead County with:

a. a Revised Preliminary Plat regarding NSR as generally depicted on attached Exhibit
“A”, which is expressly incorporated herein by reference and which shall be further
modified by KFE to provide the final detail design layout in order to meet the
applicable sections of the Flathead Land Development code (hereinafter, the “Revised
Preliminary Plat;”
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b. Covenants, Conditions and Restrictions (“CC&R’s™) (see attached Exhibit “B”, which
is expressly incorporated herein by reference); and

c. Conditions of Approval (see attached Exhibit “C”, which is expressly incorporated
herein by reference).

II. THE PROPOSED SETTLEMENT

The Parties recognize, and the Court by entering this Consent Decree finds, that this

Consent Decree has been negotiated by the Parties in good faith, that implementation of this
Decree will avoid protracted and complex litigation between the Parties and that this Decree is
fair, reasonable, in the public interest and consistent with the goals of the Montana Subdivision
and Platting Act and interpretive precedent.

IT IS HEREBY ORDERED, ADJUDGED AND DECREED AS FOLLOWS:

13.

14.

15.

16.

17.

Conditional Approval. The Revised Preliminary Plat attached hereto as Exhibit “A” is
conditionally approved subject to those Conditions of Approval attached hereto as Exhibit
“C”. The parties acknowledge and agree that the Revised Preliminary Plat shall contain a
150 foot wide buffer along the southern and eastern boundary of KFE’s 20 acre parcel
located at the northeastern end of the property for purposes of providing additional
buffering between the development and the Flathead Waterfoul Production Area.

Public Hearing. Within twenty-one (21) days of the execution of the within Consent
Decree by the final Party to do so, the FCC shall convene a public hearing (“public
hearing”) during which it will receive public comment regarding the within Decree, the
terms of which have been agreed to by the Parties hereto subject to such public hearing.
Flathead County stipulates, covenants and agrees that the within Consent Decree will be
subject to only one (1) public hearing before the FCC.

Priority Status. Flathead County stipulates, covenants and agrees that the public hearing

will enjoy priority status over any other hearing with respect to the noticing and scheduling
of a public hearing before the FCC for purposes of receiving public comment on the within
Consent Decree.

Filing of Consent Decree. The Parties to the within Consent Decree expressly agree and
acknowledge that the within Decree will be filed with the Eleventh Judicial District Court,
Cause No. DV-08-614(B) as an agreed upon Consent Decree and, further, that said Decree
will be filed within forty-eight (48) hours of the public hearing.

Final Decision _on_Revised Final Plat. Flathead County agrees that, absent KFE’s
consent, neither Flathead County nor any of its agents, servants, employees,
representatives, assignees or agencies, or any of them, will take, approve or ratify any
action to zone any of the real property that is the subject of the Revised Preliminary Plat
until the FCC renders a final decision on the revised final plat. Flathead County agrees
that, absent KFE’s consent, neither Flathead County nor any of its agents, servants,
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employees, representatives, assigns or agencies, or any of them, will initiate any action to
zone any of the real property included in such preliminary plat conditional approval until
each building lot of each phase of the subdivision changes ownership. After approval of
the within Decree, the Parties agree that the provisions of this paragraph will not apply to
zoning initiated pursuant to Title 76, Chapter 2, Part 1, M.C.A.

18. Other Consideration Flathead County agrees to pay KFE the following:

a. Within thirty (30) days of the approval of the within Decree by this Court, a lump sum
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payment in the amount of Five Hundred Thousand and No/100 Dollars ($500,000.00);
and;

. On or before February 1, 2011, a lump sum payment of Two Hundred Fifty Thousand

and No/100 Dollars ($250,000.00); and

On or before February 1, 2012, a lump sum payment of Two Hundred Fifty Thousand
and No/100 dollars ($250,000.00).

. The above described consideration shall be allocated as $600,000 for the purchase of a

nonexclusive easement as defined as detail herein and $400,000 as cash remuneration.

The area comprising the nonexclusive easement is generally depicted in yellow on
Exhibit “D” and consists of approximately 150 acres. The purpose of the easement
shall be for public access limited to foot traffic for walking, bird watching and similar
sightseeing activity and those activities consistent with the purposes of the Flathead
Waterfoul Production Area, except that the easement shall not permit hunting or
motorized vehicles except for occasional use by motorized vehicles to maintain the
easement. In the event KFE sells the real property underlying the nonexclusive
easement to a party which requires the easement to be extinguished as a condition to the
sale, KFE shall reimburse the County the $600,000 paid to KFE for the easement as
provided in subparagraph d. above. The County shall indemnify, defend and hold KFE
harmless from any and all liability, including attorneys fees and costs arising out of or
related to damages to persons or the property from the public use of the nonexclusive
easement. The County is entitled to construct an access road from Highway 82 to the
nonexclusive easement to provide public access to the nonexclusive easement, and shall
maintain such roadway at their sole cost.

The County agrees to construct at its cost the internal road network to the specifications
required by the County’s Subdivision Regulations and as specified in KFE’s application
in an amount up to the linear feet of roads shown on Exhibit “D.” The county shall be
obligated to construct the roads as required by each phase to be final platted by KFE.
KFE shall provide to the County at least 180 days prior notice of the roads to be built.
The County agrees to construct at its cost two turning lanes on Highway 82 into KFE’s
subdivision to the specifications required by the Montana Department of
Transportation.
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19.

20.

21.

22.

23.

24.

25.

Litigation. No provision in this Consent Decree is to be construed so as to restrict KFE’s
ability and right to assert whatever claims at law or in equity that it may possess in the
event any third party commences litigation that is related to the within Decree, the
conditional approval of the Revised Preliminary Plat or any issue, claim or controversy
related thereto.

Non-disparagement. The Parties, and each of them, agree not to disparage one another for
any act or omission at issue in the Action.

Release. Assuming that the within Consent Decree remains unmodified after the public
hearing and/or that any modifications made thereto by the FCC are acceptable to KFE, that
Flathead County has satisfied its obligations under this Decree and, specifically, under
Paragraphs 16 and 18 of this Decree and that this Court has approved the within Decree,
KFE fully and forever releases and discharges Flathead County, its agents, servants,
representatives, employees, affiliates, subsidiaries, officers, directors, successors,
predecessors in interest and insurers from any and all actions, claims, causes of action,
demands, or expenses for damages or injuries, whether asserted or unasserted, known or
unknown, foreseen or unforeseen, in any way related to Flathead County’s acts or
omissions in having denied the Application. Provided, however, that nothing set forth
herein shall be construed to constitute a waiver or release of KFE’s right to commence any
action at law or in equity seeking all available remedies in the event that Flathead County
breaches this Decree or seeks to revise the terms of the within Decree, or any of its
attachments, in a manner unacceptable to KFE. Nothing contained herein shall constitute a
waiver or release of KFE’s right to contest on the merits, through available appeal or any
other available legal or equitable means, any modification to this Decree or its attachments
made or sought to be made by Flathead County during the course of the public hearing or
thereafter or any future act or omission on its part.

No_Admission of Liability. It is expressly understood that the consideration to be
provided by Flathead County to KFE, as set forth herein, is accepted as the sole
consideration for full and final satisfaction and accord to compromise disputed claims, that
neither the settlement nor the negotiations for settlement shall be considered as an
admission of liability by Flathead County and that Flathead County expressly denies any
liability for any injury or damages of any kind or nature to any other Party hereto.

Volition. The Parties have carefully read the foregoing, discussed its legal effect with each
of their attorneys, understand the contents thereof, and sign the same of their own free will
and accord.

Binding Effect. This Consent Decree shall be binding upon each Party’s agents, agencies,
political subdivisions, servants, representatives, employees, heirs, successors, personal
representatives and assigns.

Entire Agreement. The Parties agree that no promise or inducement that is not herein
expressed has been made to them and that in executing this Consent Decree they do not
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26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

rely upon any statement or representation made by any person, firm or corporation hereby
released or by any agent, attorney, insurer or other person representing the Parties.

Contractual. The Parties agree and acknowledge that the terms of this Consent Decree are
contractual and not a mere recital.

Governing Law. The within Consent Decree is deemed to be made in the State of
Montana and it and the legal relations amongst the Parties shall be governed and construed
according to the laws of the State of Montana regardless of conflict of laws principles.

Severability. The Parties agree that the provisions of the within Consent Decree are
severable and that if any provision is found to be contrary to law or otherwise invalid all
remaining provisions shall remain in full force and effect.

Integration and Modification. With regard to the subject matter stated herein, this
Consent Decree constitutes the entire, final and integrated agreement between the Parties
and fully supersedes all prior understandings, representations and warranties.

Counterparts. This Consent Decree and all instruments or documents in accordance
herewith may be executed in one or more counterparts or duplicates, and via electronic
facsimile, each of which shall be deemed to be an original copy of this Decree and all of
which, when taken together, shall be deemed to constitute one and the same Decree.

Effective Date. The within Consent Decree will become effective upon its execution by all
Parties to the Action, and their respective counsel, and its approval by this Court.

Breach. Any Party hereto who is compelled to seek judicial intervention to seek
compliance by any other Party in default or breach of any of the terms and conditions of the
within Consent Decree will be entitled to seek all judicial relief available to it in the Action
including, but not limited to, damages, interest, equitable relief, approval of KFE’s
Application and the recovery of reasonable attorney’s fees and costs proximately incurred
thereby.

Time is of Essence. The Parties expressly acknowledge and agree that time is of the
essence with respect to the within Consent Decree.

Authority. The undersigned representatives of KFE and Flathead County represent and
warrant that they, respectively, have the right and authority to execute the within Consent
Decree and to legally bind said entities, that they do so of their free act and deed and that
they, respectively, have not sold, assigned, transferred, conveyed or otherwise disposed of
any claims or potential claims relating to any matter covered by this Decree.

Taxes. KFE agrees to indemnify Flathead County from any claim by any governmental
taxing authority for any taxes which may be owed or claimed to be owed as a result of the
payment to KFE as contemplated by Paragraph 18 of the within Consent Decree.

Consent Decree 6
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36.

37.

38.

39.

40.

41.

Construction. It is expressly acknowledged and understood by the Parties that since each
Party has cooperated and assisted in the drafting and preparation of this Consent Decree, in
any future construction of this Decree it shall not be construed against any Party to it on the
basis that the Party was the drafter of this Decree.

Retention of Jurisdiction. This Court shall retain jurisdiction over both the subject matter
of this Consent Decree and the Parties for the duration of the performance of the terms and
provisions of this Decree for the purpose of enabling any of the Parties to apply to the
Court at any time for such further order, direction, and relief as may be necessary or
appropriate for the construction or modification of this Decree, or to effectuate or enforce
compliance with its terms, or to resolve disputes.

Effect of Settlement. Nothing in this Consent Decree shall be construed to create any
rights in, or grant any cause of action to, any person not a party to this Consent Decree.
The preceding sentence shall not be construed to waive or nullify any rights that any person
not a signatory to this Decree may have under applicable law. Each of the Parties expressly
reserves any and all rights (including, but not limited to, any right to contribution),
defenses, claims, demands, and causes of action which each Party may have with respect to
any matter, transaction, or occurrence relating in any way to the matters addressed in this
Decree against any person not a party hereto.

Lodging and Entry of the Decree. Each Party hereby agrees not to oppose entry of this
Consent Decree by this Court or to challenge any provision of this Decree unless the
Plaintiff has notified Defendant in writing that it no longer supports entry of this Decree.

Effect of Court’s Decision to Not Approve Decree. If for any reason the Court should
decline to approve this Consent Decree in the form presented, this Agreement is voidable at
the sole discretion of any Party and the terms of this Consent Decree may not be used as
evidence in any litigation between the Parties.

Entry of Final Judgment. Upon the Court’s approval of this Consent Decree, the Decree
shall be entered as a final judgment under M.R.Civ.P. 54(b). The Court expressly
determines that there is no just reason for delay in entering this judgment. Each Party bears
its own costs, expenses and attorney’s fees and waives all rights of appeal.

SO ORDERED THIS ___day of February, 2009.

HON. TED O. LYMPUS
DISTRICT JUDGE

Consent Decree 7
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Date: February 2010

KLEINHANS FARMS ESTATES, LLC,
a Montana limited liability company

By: Keith D. Simon
Its: Senior Mg. Member

APPROVED BY:

William K. VanCanagan, Esq.
Attorney for Plaintiff, Kleinhans Farms Estates, LLC
Date: February  , 2010

FLATHEAD COUNTY, MONTANA
Board of Commissioners

By: Joseph D. Brenneman
Its: Chairman

APPROVED BY:

Alan F. McCormick, Esq.
Attorney for Defendant, Flathead County
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Return to: kps

Johnson Berg McEvoy Bostock
PO Box 3038

Kalispeli, MT 59903-3038

DECLARATION OF
COVENANTS, CONDITIONS AND RESTRICTIONS
OF
NORTH SHORE RANCH

THE UNDERSIGNED, KLEINHANS FARM ESTATES, LLC, a Montana Limited Liability
Company (herein known as the “Developer”) of 1399 Wisconsin Avenue, Whitefish, MT 59937, hereby encumbers
and restricts the real property situated in Flathead County, Montana, known as North Shore Ranch, according to the
plat thereof recorded in the records of the Office of the Clerk and Recorder of the County of Flathead, State of
Montana (the “Plat”) with this Declaration of Covenants, Conditions and Restrictions of North Shore Ranch
(referred to herein as the “Declaration”) as set forth below, and declares thai the real property shali at all times be
owned, held, used and occupied subject to the provisions contained in this Declaration and to the covenants,
conditions, and restrictions contained herein from and after the date this document is recorded with the Flathead
County Clerk and Recorder’s office. The property shall not be used, nor shall any activities be conducted on it in
violation of this Declaration.

ARTICLE I
Purpose

Section 1.1 Purposes. The purposes of this Declaration are to ensure that North Shore Ranch Subdivision
is developed for single-family, multi-family, senior/senior assisted, town home, condominium residences and
designated commercial with trails, recreation, and other common areas and amenities; to ensure appropriate
development and improvement of each lot within the property; to ensure that all homes and improvements
constructed on the lots meet certain minimum size and construction standards; to ensure the enjoyment of the
wildlife amenities and the use of all recreational amenities; to protect the owners against such improper use of
surrounding lots as will depreciate the value of their lot; to prevent the construction of inappropriate structures; to
encourage and secure the building of attractive structures on the lots with appropriate locations; and in general t0
provide adequately for a high quality of improvements on the property and thereby to enhance the values of
improvements made by owners so that each property owner in the Subdivision can quietly and peacefully enjoy and
use their property.

ARTICLE 11
Covenants and Restrictions

Section 2.1 Family Residences. No lot (other than tracts developed for use as a common area or other
developed amenities (e.g.clubhouse, soccer fields and the like) shall be used except for family residence and no
building shall be erected, altered, placed or permitted to remain except for residential purposes, except the parcels
designated for commercial use and with the prior approval of the Design Review Board. All buildings shall
conform in appearance with the family residence and must be approved by the Design Review Board, which shall
have the right in its discretion, to not allow any outbuildings which, in the opinion of the Design Review Board
impede an adjoining property owner's use or enjoyment of his/her property (including the open space access from
such property), do not fit with the character of the surrounding residences, meet the design criteria, or are otherwise
unsightly.

Section 2.2 No Further Subdivision. No lot shall be further subdivided. A change in boundary lines
between adjacent owners shall not be considered subdivision. Two or more contiguous lots may be combined 10
form one (1) large lot; but such a combination shall not reduce the assessments or voting rights for the combined
lots.

Section 2.3 Construction. No structure or other improvement may be constructed on any lot until such
has been approved by the Design Review Board, all as further provided for herein. No temporary building, house
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trailer, mobile home, or other temporary structure shall be erected or placed upon this property during construction.
All construction, including landscaping, shall be completed within 18 months from the date construction begins.
After a lot is purchased, the lot owner shall be responsible for mowing the lot on a regular basis and keeping it clean
of all debris, prior to construction. Lot owners shall be fined § if lots are not reasonably maintained and
mowed after purchase. All dwellings shall be constructed on the lot and no trailer homes, mobile homes, modular
homes, prefabricated homes, or “Kit Type” homes of any kind shall be placed on a lot. All structures shall be
constructed of new materials, except that suitable used materials such as used brick or beams may be utilized,
provided that advance approval has been obtained from the Design Review Board. The dwelling shall not be
occupied until such time that exterior construction is completed and all building debris is removed. If construction
activity on any lot should cause damage to the roads or improvements, the cost of repairs shall be solely borne by
the owner of said lot. A graveled driveway shall be constructed on each lot prior to site preparation or excavating of
basement, and contractors shall use the graveled driveway for access to the lot. The driveway shall be paved prior
to or within 90 days of occupancy (weather permitting). The Homeowners’ Association or the Design Review
Board may adopt rules and regulations governing construction, including trash and debris removed, sanitary
facilities, parking areas, restoration of damaged areas, fire protection and other construction activities. No building
materials, vehicles or other items of personal property shall be stored on any lot prior to commencement of
construction of the dwelling. No lot that extends into the flood plain or includes any flood plain area shall be
permitted to construct any buildings or structures in the flood plain area. For purposes hereof the flood plain shall
be the area determined by appropriate governmental agency as being that area impacted by a 100-year (or lesser
number of years) flood.

Section 2.4 Residences. All residences located on lots of .4 acres or more shall contain no less than 2,200
square feet of ground floor living space. All residences located on lots of less than .4 acres shall contain no less
than 1,400 square feet of ground floor living space. For purposes hereof, the ground living space shall not include
attached garages, decks or porches, nor shall any basement space be included as part of the required square footage.
All bi-level structures shall contain no less than 2,200 square feet or 1,400 square feet, as applicable based on the
size of the lot, of living space on the main floor, exclusive of attached garages, basements, decks, porches, and the
floor space above the main floor. No residence shall have more than two (2) levels, and any basement area will not
count as one level of the two allowable levels. The floor-to-floor height shall be a maximum of eleven (11) feet per
floor. A residence with a daylight basement shall have at least one outside access, and the ground level
immediately outside the basement access shall be at least six inches (6”) below the floor level of the walkout
basement, and there shall be proper drainage away from the residence. Height restrictions for lot numbers

through lot number shall be as follows: the residences located on these lots shall not be more
than one (1) level. The residences located on these lots shall have a maximum ceiling height of ten (10) feet and a
maximum pitch of 1/1 or 12/12.

Section 2.5 Design Character. The design character should create a residence that blends with its
environment instead of standing out against it. Emphasis on natural-looking materials and muted colors is essential
and may be required by the Design Review Board. Use of natural rock is strongly encouraged. Metal Roofs are
strongly discouraged, but may be permitted in the discretion of the Design Review Board if the Board deems the
materials and appearance are suitable and appropriate.

Section 2.6 Setbacks. Any lot over .4 acre shall have a fifteen foot (15°) side set back. Any building on
any lot under .4 acre shall have a ten foot (10°) side setback. Front and back setbacks shall be twenty-five feet (257)
for all lots. No building or other improvement shall be constructed in any setback area.

Section 2.7 Sight Lines. For elimination of traffic hazards and to promote traffic safety, no hedge or shrub
planting which obstructs sight lines at elevations between three (3) and six (6) feet above the roadway shall be
placed or be permitted to remain on any comer lot formed by the street property lines and a line connecting them at
points thirty (30) feet from the intersection of the street lines, or in case of a round property concern, from the
intersection of the street property lines extended. The same sight line limitations shall apply on any lot within ten
(10 ) feet from the intersection of a street property line with the edge of a driveway. No tree shall be permitted to
remain within such distances of such intersections unless the foliage line is maintained at sufficient height to
prevent obstruction of such sight items.

Section 2.8 Garages. A minimum two-car garage shall be required for each lot. There shall be a
maximum four-car attached garage permitted per lot. Carports shall not be allowed.

Section 2.9 Maintenance. Every structure once constructed on a lot shall be kept in the same condition as
at the time of its initial construction, excepting normal wear and tear. All structures shall be preserved and of
pleasant appearance by maintaining paint, stain or sealer as needed. If any structure is damaged in any way, the
owner shall, with due diligence rebuild, repair and restore the structure to its appearance and condition prior to the
casualty. Reconstruction or repair of any structure (including any landscaping) shall be completed within nine (9)
months of any casualty that damaged or destroved any improvements or landscaping. Any changes or alterations to
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the structure, landscaping or lighting must be approved by the Design Review Board.

Section 2.10 Address Identification Posts. Each home is required to have an address sign which shall be
standardized by the Design Guidelines promulgated by the Design Review Board and/or the Board of Directors of
the Homeowners’ Association. The post shall have the address number on it. The post shall be located by the
driveway entrance, as specified by the Design Guidelines promulgated by the Design Review Board and/or the
Board of Directors of the Homeowners’ Association. Lot owners are responsible to maintain this post, keeping it
free from snow coverage, so it is clearly visible from the adjoining roadway at all times.

Section 2.11 Outdoor Lights. Ground level lighting of patio, deck, driveway and entryway areas on any
lot that do not cast significant light outside such lot or create glare shall be utilized, all as further provided in the
Design Guidelines. No floadlights, spotlights, halogen or other lighting which broadcasts beyond the perimeter of
an owner’s lot shall be allowed except as may be expressly authorized by the Design Review Board. Any lighting,
other than ground level lighting, allowed by the Design Review Board, shall be directed downward rather than
outward. Uses of ninety percent (90%) (or greater) night sky friendly fixtures is preferred and it is recommended
that the Design Review Board require the use of such fixtures fore outside lighting. Christmas seasonal decorative
lighting may be allowed subject to such rules and restrictions as the Design Review Board may have or approve.

Section 2.12 Landscaping. All lots shall be fully landscaped, including to the paved street. However, no
owner may change the alignment of the drainage swale next to the road, which would redirect or inhibit the flow of
runoff or infringe on any paths. Landscaping of the entire lot shall occur simultaneously with the construction of
other improvements on the lot. All homeowners must plant a minimum of three (3) trees, at a minimum of ten (10)
feet tall, by the completion of construction of their residence. When ever possible no trees shall block any mountain
or lake views of other residences and the placement of all trees shall be approved by the Design Review Board as
part of the approval process of the house plans.

Section 2.13 Landscaping On Roadway and Path Boundary. All lots shall have an eight foot (8’) foot
wide landscaped edging bordering each lot where the lot borders a roadway or path along a roadway. This
landscaping must be 8 in width, starting at the border of the lot where it fronts a roadway and continuing into the
lot. The landscaping shall be designed and maintained in accordance to the Vegetation Management Plan adopted
by the Board of Directors of the Homeowners’ Association.

Section 2.14 Fencing. All fencing must be approved by the Design Review Board and cannot exceed four
feet (4') in height. Solid fencing is allowed for garbage enclosure, otherwise all fencing will be split rail or wire on
wood posts, or other fencing that is visible thru and approved by the Design Review Board. Chain link is prohibited.

Section 2.15 Retaining Walls. Stone retaining walls are recommended. Railroad ties and plain concrete
blocks or plain poured walls are not permitted. A maximum of 6 in height is allowed, unless the Design Review
Board determines that an exception is warranted because of extraordinary circumstances. Areas that require walls
taller than 6’ must be terraced with multiple walls unless the Design Review Board grants a variance to this
requirement.

Section 2.16 Driveways. All driveways shall be paved with asphalt or finished with concrete surfacing or
pavers from the street pavement to the garage; no driveway shall exceed 12 in width where it crosses road right of
way or other common area right of ways and have a culvert which shall be of corrugated galvanized steel with
flared end pieces at the drainage point next to the road. Such culvert shall have a minimum size of twelve inches
(127). Lots and will have their driveways access directly onto . All lots on corners
shall have driveway access onto the cul-de-sac. No corner lots on Ranch Road shall be permitied to have a
driveway onto Ranch Road. The amount of impervious surface area for each lot shall not be greater than 20% of
the total lot area and in no event greater than 10,000 square feet of impervious surface per lot. The Developer
recommends no more than three feet additional width of impervious surface for each garage door and no more than
a thirty-six foot (36') apron in front of garages. Any variance from these recommendations must get prior approval
by the Design Review Board.

Section 2.17 Vehicles and Watercraft. No recreational vehicles, trailers, trucks exceeding one-ton
capacity, unsightly, wrecked or inoperable vehicles, boats, other watercraft, recreational vehicles, including four-
wheelers, snowmobiles, motorcycles, or equipment shall be parked or allowed to remain upon any of the said lots
unless placed in a garage or fully screened from view from roadways and other common areas. No vehicle shall be
parked upon or encroach upon the “Common Area.” No boats, watercraft, or flotation devices may be stored on any
Common Area, including roadway right of way or trail, or any lakeshore property bordering the North Shore Ranch
Subdivision. No outdoor maintenance, service, rebuilding, dismantling, painting or repair work shall be performed
on any vehicles, including watercraft, except washing and polishing.

Section 2.18 Utilities. All utility service lines to each lot, whether for power, telephone, or otherwise,
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shall be installed underground. The owner of each lot shall be solely responsible for all utility connecting costs and
extending service from the underground service line to the residence. All necessary utility easements shall be
provided or granted by lot owners as reasonably necessary.

Section 2.19 Easements for Utilities, and The Water System. The Developer and the Homeowner’s
Association shall have an easement to cross any lots contained in the North Shore Ranch Subdivision for the
purpose of providing any necessary utilities and to construct the Water System. Al such utility lines shall be
installed underground. )

Section 2.20 Sewer System. No individual sewage disposal system shall be permitied on any lot unless
such system is designed, located, and constructed in accordance with the requirements, standards, and
recommendations of the Montana State Department of Health and Environmental Services, and the County of
Flathead, Montana and such is approved by the Board of Directors of the Homeowners’ Association.

Section 2.21 No Business Use. No professional business, manufacture, trade or other commercial activity
may be conducted on the Family Residence Lots except for those conducted by the Homeowners® Association in the
recreation area. No activities of the Developer or its agents during its sales etforts shall be considered 1o be in
violation of this Section.

Section 2.22 Signs. No signs shall be allowed except for developer signs and “For Sale™ signs.
Section 2.23 Fuel Tanks. No fuel tanks above or below ground shall be allowed.

Section 2.24 Antennas, Satellites, Clotheslines, and Poles. No antennas, large satellite dish receivers,
transmitters, security alarms, clotheslines or similar devices shall be erected on any building or rooftop. Satellite
dish receivers 24” in diameter or less are permitted; the dish shall be located out of view, screened by design
features, fences or landscaping as approved by the Design Review Board.

Section 2.25 Storage. Firewood shall be stored in a storage shed or stored out of view.

Section 2.26 Environmental. Any provisions, terms, regulations, or restrictions, identified in the Wildlife
Management/Vegetation Management Plans, which may include a fertilization plan and other provisions dealing
with use of insecticides, weed killers and pesticides on any lot or common area of North Shore Ranch, shall be
strictly followed to help preserve the natural environment of the North Shore Ranch. The Wildlife
Management/Vegetation Management Plans are incorporated into these covenants by this reference and made a part
hereof as if restated in full herein, and may be altered from time to time by a majority of the members of the Board
of Directors of the homeowners’ association.

Section 2.27 Firearms, Fireworks and Explosives. No firearms shall be discharged on any subdivision
property (including both private lots and Common Areas) except as permissible in accordance with Section 3.5
hereof. Likewise, no explosives (other than fireworks which may be legally sold in Montana) shall be ignited or set
off on any subdivision property. Fireworks that may be legally sold under the law of the State of Montana shall
only be used within the subdivision (including private lots and all Common Areas) during periods of time that it is
legal under Montana law to sell same, provided that at no time shall any fireworks be ignited or otherwise set off
within five hundred feet (500') feet of the wildlife refuge.

Section 2.28 Wildlife Refuge. The wildlife refuge that is adjacent to the subdivision is open for hunting
during certain times of the year. Lot owners understand that hunting occurs thereon, agree to respect the fact that
hunting will occur thereon, and hereby release Developer from any claim or other cause of action related to
anything that may occur on or as a consequence of usage of the wildlife refuge for hunting or otherwise. Lot
owners further understand and agree that the wildlife refuge is closed to the public during certain times of the vear,
and such closures also apply to lot owners, and any entry onto the wildlife area during periods it is closed
constitutes a trespass and can subject the trespasser to citation. When the wildlife refuge is not closed, all lot
owners understand and agree that it shall only be accessed through designated entrances.

Section 2.29 Environmentally Sensitive Areas. During certain periods of time there are certain Common
Areas that because of environment concerns may be closed or the use thereof may be limited in some respect (e.g.
individuals may be required to remain on a designated trail when crossing these sensitive areas). All such areas will
be appropriately signed and all lot owners agree to comply with all such closures and restrictions.

Section 2.30 Groundwater Levels/No Footings or Foundations. Certain lots within North Shore Ranch,
including those identified in Exhibit ___ attached hereto and by this reference incorporated herein, are believed to
have seasonal groundwater which can be within thirty inches (30") of the subgraded elevation of each such lot.
Improvements constructed on all such lots shall be constructed on a reinforced slab on grade supported by helical
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screw piles, with no footings or foundation walls, and therefore no crawl spacc or basement areas. The Design
Review Board may, in its discretion, require that any building plans submitted to it for approval which include
anything other than such reinforced slab on grade, shall include a groundwater study and be designed and signed by
a licensed Structural Engineer so as to ensure the appropriate application of this covenant.

ARTICLE I
Animals, Birds, and Pets

Section 3.1 Pets Permitted. No poultry, birds (except inside pet birds, which must be kept inside a home),
hogs or other livestock or animals shall be kept or raised. Notwithstanding the foregoing, cats, dogs, or other small
household pets, not to exceed three (3) in total number, may be kept by each lot owner. Horses may be kept on lots
larger than one (1) acre. There is a maximum of two (2) horses per acre.

Section 3.2 Pets to Remain Within Owner’s Property or Leashed. All pets, except cats, are 10 be
leashed, fenced or otherwise confined to the premises and not allowed outside the property owner’s own premises
except when leached and under the direct physical control of the pet’s owner. If any pet goes outside of the owner’s
property, the owner of the pet is responsible for any damages or liability caused by the pet and must clean up afier
the pet. Except for dogs contained in fenced yards, dogs shall be limited 1o walking paths when outside of the
owner’s own premises, and shall be leashed at all times and under the owner’s control. Owners are advised and
cautioned that federal law allows the destruction of dogs, cats and other animals that kill, injure, harass, or molest
any individual or wildlife while on federal property, including the adjacent Waterfow! Production Area. See for
example, 50 CFP §28.43 and §31.14.

Section 3.3 Pet Noise. No property owner shall have or keep any dog, which barks or whines on a regular
or ongoing basis; or any other pet, which creates an ongoing disturbance for any adjoining or neighboring property
owner.

Section 3.4 Hunting/Trapping. No hunting of any type shall generally be allowed within any portion of
North Shore Ranch, including the flood plain area or any of the area that is currently or is hereafter dedicated,
declared or otherwise burdened by a preservation or conservation easement or similar restriction (the "Conservancy
Area"). Notwithstanding the foregoing, hunting within the Conservancy Area may occur under the following
circumstances and in accordance with the following restrictions: (1) any hunting shall be specifically approved by
the Board of Directors of the Homeowners’ Association and shall be restricted and limited in accordance with that
which has been specifically approved by the Board of Directors; (2) hunting shall be limited to the use of shotguns;
and (3) all such activity shall occur to carry out any recommendation of the Montana Department of Fish, Wildlife
and Parks, such as where necessary to reduce an unreasonable or unhealthy number of a particular wildlife species.
Trapping of nuisance wildlife or feral cats shall also be permissible as recommended by Fish, Wildlife and Parks,
but trapping shall not otherwise be allowed within North Shore Ranch.

ARTICLE IV
Removal of Waste, Property Appearance and Upkeep

Section 4.1 No Offensive Activity. No noxious or offensive activity shall be carried on upon any lot, nor
shall anything be done thereon which is or which may become an annoyance or nuisance to the neighborhood or any
adjoining property owner, the foregoing to specifically include without limitation noise and smells that are an
annoyance or otherwise offensive to any other property owner(s).

Section 4.2 Lots to be Maintained. Each owner shall be responsible to maintain all structures on such
owner’s fot in a manner consistent with its original design, including painting, repair, landscaping, and removing
trash and debris. No outside burning will be permitted except for outdoor barbecues. Each lot at all times shall be
kept in a clean, sightly and in a wholesome condition. No trash, litter, junk, boxes, containers, bottles, cans,
implements, machinery, lumber or other building materials shall be permitted to remain exposed upon any lot so
that the same are visible from any neighboring lot or any street or any open space.

Section 4.3 Landscape Maintenance. All vards and landscaping shall be maintained and shall not be
allowed to become unsightly. Lawns and native grasses shall be mowed on a regular basis. All weeds, including
any noxious weeds, shall be eradicated or controlled and all property owners shall comply fully with Montana laws
and the Vegetation Management Plan regarding the control or eradication of noxious weeds, as well as when using
fertilizers, insecticides and/or pesticides.

Section 4.4 Garbage and Refuse Disposal. No garbage, refuse, rubbish, trash or cuttings shall be
deposited on any street, lot or any common area and shall be removed from all improved, occupied lots at least once
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every two (2) weeks. All garbage, refuse, trash and cuttings shall be kept in approved covered containers at all
times and any such covered container shall be kept within an enclosed structure except for scheduled collections.
No junk automobiles are allowed. Undeveloped lots shall be mowed at least three (3) times each year.

Section 4.5 Adjacent Agricultural Activities. The acquisition of property within this Subdivision shall
constitute a waiver of any claims for necessary or normal agricultural activities conducted on adjacent properties.
Any owner of a lot within this Subdivision recognizes that there are agricultural activities on the adjoining land and
relinquishes all rights for relief from such activiies. Each owner specifically reserves the right to seek
compensation or injunctive relief for injuries to person or property caused by any dangerous instrumentality or toxic
waste or for negligent or intentional actions by those using the agricultural or industrial property.

Section 4.6 Well Protection Zone. A “Well Protection Zone” of one hundred (100) feet around all water
supply wells is hereby established to secure water quality for the residents of the Subdivision. The following
activities shall be prohibited within the well protection zone:

a. Construction or operation of on-site sewage disposal systems that utilize absorption of the waste
into the soil;
b. Storage or disposal of toxic and/or hazardous wastes, chemicals or hydrocarbons such as fuels and
oils;
c. Applications of excessive amounts of lawn fertilizers, pesticides, herbicides or insecticides; and
d. Storage or disposal of solid wastes.
ARTICLE V

Common Properties

Section 5.1 Common Properties. Common Properties or Common Areas means the property, which is
subject to this Declaration, but excluding the individual lots within the property. Thus, the Common Properties
include any areas shown on any plat of the property within the Subdivision as roads, parks, soccer fields, trails and
other common areas, open space or open area and other property intended for the common use, benefit and
enjoyment of the owners and such other persons as may be permitted 1o use the Common Properties under the terms
of this Declaration or any agreement with the Association. Lot owners understand and agree that fees can, and will
likely be charged for usage of the Equestrian Center, Private Stables and swimming pool. The Common Properties
shall include but not be limited to the private roadway and utility easement areas as depicted on the Plat, the Park,
and the Common Areas shown on the Plat of North Shore Ranch Subdivision. Common Properties as used herein
shall include pathways, entryways into the Subdivision, and all non-city or non-county roads, which are for the
benefit of the Subdivision, whether located within or without the Subdivision. No motorized vehicles shall be
permitted on any trails or paths except for those vehicles needed for maintenance.

Section 5.2 Maintenance of Common Properties. The Homeowners™ Association shall maintain the
open space portions of the Common Properties, so they will be an attractive and useful amenity for the owners and
provide natural habitat for indigenous species. The main roadway through the Subdivision has a sixty (60) foot road
easement, but the paved road is only twenty-four feet (24') wide. The Homeowners’ Association shall be
responsible for managing and maintaining the remaining thirty-six feet (36') of the road easement.

Section 5.3 Easement Over All Common Properties. The owners shall have an easement for use and
enjoyment of all of the Common Properties, subject to such rules and regulations as the Homeowners’ Association
may develop from time to time, and also subject to the rights reserved to Developer and the reserved rights of any
third parties with respect to the Common Properties. If the Developer adds any property to the original Subdivision,
the owners of such property shall be entitled to utilize the Common Properties in the original Subdivision and the
owners in the original Subdivision shall be entitled to use the Common Properties located within the added property
provided that such subdivisions are part of the same Homeowners’ Association or the respective Homeowners’
Association have agreed to allow mutual use of the common properties of each.

Section 5.4 Retained Easement for Roads and Utilities. Developer hereby reserves and shall have an
easement for ingress and egress and utility purposes over all of the 60 Private Road and Utility Easement areas, all
of the Water Line Easement areas, all of the Utility Easement areas and over the Well Lots 1, 2 and 3, the Park,
Common Areas A and B and other Common Properties, all as depicted on the plat of North Shore Ranch.

Section 5.5 Road Maintenance. The roads within the Subdivision shall be maintained, repaired, and
replaced by the Homeowners™ Association, including plowing of snow and recoating pavement. The roads shall be
maintained in good condition to allow vear-around access to all lots. During the “Period of Developer Control” no
gates, other impediments, or signage may be placed on any roads without the prior written consent of Developer.
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The Homeowners’ Association may elect to landscape and/or maintain portions of the road right-of-way not
actually used for road purposes. The Homeowners’ Association may take such action as it deems appropriate to
maintain the private character of the roads and to discourage or prevent usage of the roads by persons other than
owners and their guests and invitees, or others who are authorized to use the roads. The roads within the
Subdivision shall be private roads, to be used by the owners and their guests and invitees only, except to the extent
that Flathead County may require that roads be open to the public.

Section 5.6 Property Taxes. It 1s acknowledged that, for property tax purposes, Flathead County and the
State of Montana may allocate to each lot a fractional, proportional portion of the value attributable to the Common
Properties. By accepting a deed 10 a lot the owner agrees to this mechanism for property taxation and agrees to pay
a proportional share (as allocated by Flathead County and the State of Montana) of the taxes attributable to the value
of the Common Properties, while at the same time allowing the Homeowners’ Association to administer and control
the Common Properties.

Section 5.7 Approval of Developer. During the “Period of Developer Control” no construction of
improvements shall take place within the Common Properties nor shall any other changes or alterations be made to
the Common Properties or the uses within the Common Properties without the prior written consent of the
Developer.

Section 5.8 Insurance on Common Properties. The Homeowners’ Association shall maintain the
following types of insurance: property insurance, liability and comprehensive fidelity to the extent that such
insurance is reasonable and available, considering the availability, cost and risk coverage provided by such
insurance, and the cost of such coverage shall be included in the budget and shall be paid by the Homeowners’
Association as a common expense.

Section 5.9 Conservancy Area. Certain areas on the southern end of North Shore Ranch, which may
include both portions of certain lots and Common Areas, are located within the flood plain and may be burdened
with a preservation or conservation easement or similar restriction. Such area shall be clearly delineated on the Final
Plat of North Shore Ranch, and is herein referred to as the "Conservancy Area." All lot owners shall comply in ail
respects with all restrictions and other provisions of any easement or other document which establishes such
Conservancy Area. It is intended that the Conservancy Area which constitutes Common Area will generally be
usable, subject to possible temporary seasonal closures, as allowed and envisioned by the document establishing and
granting such Conservancy Area. for walking along designated trail(s). Additionally, that the portion of the
Conservancy Area that constitutes Common Area may also be used by lot owners for grazing of horses, subject to
such rules and restrictions imposed by the Board of Directors of the Homeowners® Association.

ARTICLE Vi
Homeowners’ Association

Section 6.1 Membership in the Association. The members of the Homeowners™ Association shall consist
of the owners of each lot of the Subdivision. Each owner covenants and agrees that he/she will automatically be
and shall remain a member of the “North Shore Ranch Homeowners® Association Inc. (known as the “Association™)
so long as the property owner retains any ownership interest in any lot located within this Subdivision. By
accepting the conveyance of the property, the owner binds himself/herself to abide by this Declaration, the Articles
of Incorporation and Bylaws of the Association, and the reasonable rules and regulations of the Association, which
may be adopted by the Board of Directors from time to time. Upon sale of a lot, the membership associated with
that lot shall be deemed automatically transferred from the former lot owner to the purchaser of such lot. Such
transfer shall not relieve the former lot owner of any obligations incurred by such former lot owner prior to the
transfer. For the purposes of membership in the Association, the purchaser under any contract for deed notice of
which is recorded in the real estate records of Flathead County, Montana, shall be considered the owner.

Section 6.2 Membership Dues. Membership dues for the Homeowners’ Association are initially $300.00
per calendar year. The first year dues are paid upon closing. Dues will be calculated on a pro-rated basis. The dues
will be evaluated vearly and are subject to change by the Board of Directors of the Homeowners’ Association (or
Developer during the Period of Developer Control).

Section 6.3 Voting. The Owner(s) of each lot shall be entitled to a single vote in the Association for each
lot owned, except that the Developer shall be entitled to three (3) votes for each lot owned by the Developer. When
more than one person holds an interest in any lot, all such persons shall be members of the Association. The vote
for such lot shall be exercised as they determine, but in no event shall more than one (1) vote be cast with respect to
any lot; except the Developer may cast three (3) votes for each lot it holds.
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Section 6.4 Bylaws. The bylaws of the Association shall govern the conduct of meetings of the members
of the Association, the Board of Directors and other aspects of the operation of the Association not addressed in this
Declaration.

Section 6.5 Management During Period of Developer Control. The “Period of Developer Control” shall
mean the period beginning on the date this Declaration is first recorded in the office of the Clerk and Recorder of
Flathead County, Montana, and ending on the earlier of: (a) the date which is 10 years later or (b) the date on which
the Developer has sold 80% of the lots within North Shore Ranch Subdivision (including all phases) and the
Developer has notified the Association in writing that the Developer has determined that no additional property
shall be added to the Subdivision. During the Period of Developer Control, Developer may appoint, remove and
replace from time to time any or all of the Directors and Officers of the Association. Each member of the
Association gives the Developer an irrevocable proxy for this purpose. [f Developer so elects, Developer may from
time to time relinquish, either on a temporary or permanent basis, the right to appoint all or a portion of the
Directors and Officers of the Association; provided that any such relinquishment shall be expressed in writing to the
Association. The Period of Developer Control may be reinstated or extended by agreement between Developer and
the Association upon such terms and conditions as the parties agree. After the termination of the Period of
Developer Control, the Developer, if still an owner of any lots in the Subdivision, will continue to have all the rights
ordinarily given to owners under this Declaration.

Section 6.6 Assessments. Each property owner (except the Developer, as to lots owned by the Developer
and not yet sold) agrees to pay to the Association such annual dues and assessments as the Board of Directors shall
determine. Such dues and assessments may include amounts for operation of the Association, payment of taxes and
insurance on Common Properties, Common Properties maintenance, use of the equestrian center and recreation
center, utilities, and snow removal, a fund for acquisition or replacement of capital improvements, legal and
accounting fees, reasonable reserves and any and all other matters determined to be appropriate by the Association
for the benefit of the owners and approved or assessed in accordance with the applicable rules and procedures of the
Association. The Association dues and assessments shall be the same for each lot of the Subdivision, except as
follows:

If the Board of Directors determines in good faith that a portion of dues and
assessments benefit fewer than all the lots, such portion shall be assessed only
against the benefited lots. Road maintenance repair and replacement shall be
considered to benefit all lots and lot owners equally. Any assessments for trails,
paths, open space, pool facilities, recreation centers, recreation fields, and other
Common Areas which can be used by all owners of North Shore Ranch, shall also
be considered to benefit all lots and lot owners equally.

Section 6.7 Developer’s Responsibility for Assessments. Notwithstanding the foregoing, the Developer,
although a member of the Association, shall not be responsible at any time for payment of the Assessments with
respect to lots owned by the Developer. The foregoing shall include Association dues and assessments, amounts
assessed, levied or charged with respect to the water system, and any other amounts charged, levied or assessed any
Subdivision lot owner with respect to ownership of property within the Subdivision, except that Developer shall pay
its pro-rated share of property taxes assessed against Common Properties within the Subdivision. Developer’s share
of the property taxes shall be calculated based on the number of lots owned by Developer as of the date each
property tax payment is payable. Also, the Developer shall at all times pay all expenses of maintaining the lots that
it owns, including any improvements located thereon. For lots that are sold by Developer during a year, the
assessments for that year shall be pro-rated and paid by the purchaser at closing.

Section 6.8 Collection of Assessments. Assessments shall be the personal responsibility of the owners of
each lot. In addition, assessments shall be a lien on each lot. Failure to pay assessments will result in a lien
statement being filed by the Board of Directors, which shall describe the lot, state the amount of the unpaid
assessment and the date of such assessment. If any assessment is not paid when due, the assessment shall accrue
interest at fifteen percent (15%) per annum until paid (or such other rate as the Board of Directors may establish
from time to time). A lot owner whose lot is subject to lien must pay the assessment, interest, costs for preparation
of the lien and lien release, and all recording fees before the lien is released. The Association is empowered to
nitiate any legal action to enforce payment of any past-due assessments, dues, or fees including an action to
foreclose any lien on a lot within the subdivision. This lien may also be foreclosed in the manner of foreclosure for
mortgages. In the event of litigation, the prevailing party shall be entitled to attorney’s fees and costs. The voting
rights of an owner whose assessments are delinquent shall be suspended during the period of delinquency.

Section 6.9 Priority of Lien for Assessment. The lien for the assessments shall be superior to and prior to

any homestead exemption provided now or in the future by the laws of the State of Montana, and to all other liens
and encumbrances except the following:
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a. Liens and encumbrances recorded before the date of the recording of this Declaration,
b. Liens for property taxes and other governmental assessments or charges made superior by statute;
c. The lien for all sums unpaid on a First Mortgage, as defined below:

A “First Mortgage™ is a mortgage, deed of trust. trust indenture, contract for deed,
or other similar financial encumbrance granted by an owner to secure a debt, (1)
which is recorded in the office of the Clerk and Recorder of Flathead County,
Montana, before the date of filing of a written lien statement for delinquent
assessments, (2) which encumbers a lot, and (3) which is first in priority among all
such mortgages, deeds of trust, trust indentures or other similar financial
encumbrances. There can only be one First Mortgage with respect to a lot. Any
First Mortgagee who acquired title to a lot by virtue of foreclosing the First
Mortgage or by virtue of a deed or assignment in lieu of such a foreclosure, or any
purchase at a foreclosure sale of the First Mortgage, will take the lot free of any
claims for unpaid assessments, interest, late charges, costs, expenses, and
attorney’s fees against the lot which accrue prior to the time such First Mortgagee
or purchaser acquires title to the lot.

All other persons who hold or who may in the future hold a lien or encumbrance of any type not described in
subsection a., b. or ¢., will be deemed to consent that their lien or encumbrance will be subordinate to the
Association’s future liens for assessments, interest, late charges, costs, expenses and attorney’s fees, as provided in
this Article, whether or not such consent is specifically set forth in the instrument creating any such lien or
encumbrance.

Section 6.10 Protection of First Mortgage. No violation or breach of, or failure to comply with, any
provision contained in this Declaration and no action to enforce any such provision shall affect defeat. render
invalid or impair the lien of any First Mortgage on any property taken in good faith and for value and pertected by
recording in the Office of the Clerk and Recorder of Flathead County, Montana, prior to the time of recording in
said office of a written lien statement for delinquent assessments. No violation, breach, failure to comply or action
to enforce this Declaration shall affect, defeat, render invalid or impair the title or interest of the holder of any First
Mortgage or result in any liability, personal or otherwise, of any such holder or purchaser. Any purchaser upon
foreclosure shall, however, take subject to his Declaration.

Section 6.11 Statement of Status of Assessments. On written request, the Association will furnish to an
owner or his designee or to any mortgagee a statement setting forth the amount of unpaid assessments then levied
against the lot in which the owner, designee or mortgagee has an interest. The information contained in such
statement, when signed by an officer, director or agent of the Association, will be conclusive upon the Association,
the Board of Directors, and every owner as to the person or persons to whom such statement is issued and who rely
on it in good faith.

Section 6.12 Liability. Neither the Developer, the Association, Design Review Board, nor their respective
members, directors, employees or agents shall be responsible for any actions taken by any of the lot owners.

Section 6.13 Rules and Regulations. The Association, through its Board of Directors is hereby authorized
and empowered to promulgate and adopt rules and regulations regarding such matters as use of Common Areas
(including parks, fields and trails), the Equestrian Center and Private Stables and the swimming pool. Additionally,
the Association, through its Board of Directors shall have the power to adopt rules and regulations dealing with the
environment in and around the subdivision so as to retain its character, including the referenced Wildlife
Management Plan and Vegetation Management Plan. Such rules, regulations and plans may be modified and
amended from time to time by a majority of the Board of Directors of the Association.

Section 6.14 Board of Directors. The Board of Directors of the Association shall consist of five (3)
individuals, all of whom shall be members of the Association. At least two (2) of the Board members shall be
individuals that have “horse lots” (i.e. lots one (1) acre or greater in size). This provision shall supersede any
provision to the contrary in the Bylaws or Articles of Incorporation of the Association.

ARTICLE VI
Design Review Board

Section 7.1 Formation of Board. A Design Review Board is hereby formed and shall initially consist of
three (3) members. During the period of Developer Control, the members of the Design Review Board may be
appointed, removed, and replaced by the Developer. After the Period of Developer Control, the members of the
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Design Review Board shall be appointed by the Board of Directors. The Developer or parties related to the
Developer may serve on the Design Review Board. Members of the Design Review Board are not required to be
members of the Association. At least one out of the three Design Review Board members shall be associated with
the Homeowners’ Association Equestrian Center and Private Stables of the North Shore Ranch to ensure that all
interests of the North Shore Subdivision are represented.

Section 7.2 Plans and Specifications. All owners intending to construct a dwelling or build any type of
fence, outbuilding or other structure or improvement upon any lot shall first submit their detailed plans and
specifications in writing to the Design Review Board, including the following:

a Site plans showing the location of the house, outbuilding, other structure, proposed driveway The
plan must also show finished grade elevations.

b. A complete set of building plans including plans for all floors, cross-sections, and elevations
showing all dimensions and finished square footage.

c. Plans and samples including exterior materials, colors, finishes and windows being used.

d Detailed landscaping plans.

e. Fencing plans, including materials, colors and sizes and heights.

f. Outdoor lighting plans, including layout, type of light, and colors be specified.

g Such other plans and information that the Design Review Board, in its discretion, determines is
necessary.

The Design Review Board may require that the applicant submit additional information reasonably required to
perform its review function. Any proposed plans and other related or required information shall be submitted with
the applicable fee, that is required by the Design Review Board.

Section 7.3 Submittal Fee. The initial fee required for the Design Review shall be the sum of $300.00.
The amount of the fee may be revised by the Design Review Board from time to time. [f additional professional
services are needed, an additional fee will be charged for any of these services.

Section 7.4 Approval. Upon receipt of plans and other required material, the Design Review Board shall
review the proposed improvement to determine whether it is in accordance with the goals stated in this Declaration
and is otherwise in conformance with this Declaration and the Design Guidelines. No house, other structure or
fence shall be erected, placed or altered on any lot, nor shall any site work be commenced, until the plans and
specifications have been approved in writing by the Design Review Board as to such compliance and as to the
quality of workmanship and materials, harmony of external design with existing structures, and location of the
structure with respect to topography and finish grade elevation. Approval or disapproval by the Design Review
Board must be in writing. The design review process specified in the Design Guidelines must be followed. If the
Design Review Board disapproves of any portion of the plans and specifications, the reason for such disapproval
shall be stated. In the event the Design Review Board fails to act within forty-five (45) days after the final plans
and specifications of any structure, together with any required fee, have been submitted in writing, or in any event,
if no suit to enjoin the construction has commenced prior to the completion of an entire dwelling, no specific
approval shall be required for such structure or improvement provided that the structure or other improvement
constructed in accordance with the Plans submitted to the Design Review Board.

Section 7.5 Violations of the Design Guidelines. If the Design Review Board, upon its own inspection or
upon receiving a complaint, determines that any owner is violating the Design Review Board’s guidelines, or has
failed properly to maintain their owned lot or any permanent improvements thereon, including necessary repairs, or
has constructed or made any change to any improvement not in conformance with an approved plan, the Design
Review Board will notify the owner in writing. Such notice will contain a statement of the nature of the violation,
the steps needed to remedy it, and demanding the owner remedy it within a period of sixty (60) days. If the owner
fails or refuses to remedy the violation, the Design Review Board, may at its election, correct the deficiency set
forth in the notice at such owner’s expense. If the owner fails to reimburse the Design Review Board within thirty
(30) days after mailing a statement for correcting the deficiencies, the Design Review Board, through the
Association, may assess a lien to the same extent as those liens described in Article VI: Sections 6.8 and 6.9 of this
Declaration. The remedies provided above are not exclusive and the Design Review Board and the Association
may exercise any other remedies allowed by law for violations, including but not limited to injunctive or other
equitable relief.
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Section 7.6 Design Guidelines. The Design Review Board shall adopt guidelines for its overall design
review, the design review application process, and its operating procedures (referred to as “Design Guidelines™).
The Design Guidelines may be amended from time to time by the Design Review Board. It is the responsibility of
each owner to obtain and review a copy of the most recently adopted Design Guidelines.

Section 7.7 Deposit. The Design Review Board may require each owner to provide a deposit or bond in an
amount set by the Board to ensure that the roads and other Common Properties are not damaged during construction
and that the other provisions of this Declaration and applicable rules and regulations are not violated during
construction. [f the construction is completed without such damage or violation, the deposit shall be returned to the
owner (without interest). If there has been such damage or violations, the deposit may be applied toward remedying
such damage or violations. If the owner disagrees that such damage or violations have occurred, the Design Review
Board shall give the owner an opportunity to meet with the Design Review Board and provide such evidence as the
owner may desire. After considering such evidence the Design Review Board shall make a determination of
whether such damages or violations occurred, including the amount thereof and the determination of the Design
Review Board, made in good faith, shall be final. If the cost of remedying any such damage or violation exceeds
the deposit amount, the owner shall be responsible for any excess costs. Initially, the deposit amount shall be set at
$500.00, but may hereafter be increased by the Design Review Board, in its discretion.

Section 7.8 Liability. Neither the Developer, the Design Review Board nor their respective members,
officers, directors, employees or agents shall be responsible or liable for any defects in any plans or specifications
submitted, revised or approved under this Article, nor for any defects in construction pursuant to such plans and
specifications. Approval of plans and specifications under this Article shall not be deemed in lieu of compliance by
owner with applicable building codes or other governmental laws or regulations.

ARTICLE Vil
Water System

Section 8.1 Community Water System. Developer intends to develop a community water system (the
“Water System”) to serve all of the lots in the Subdivision. All lots in the Subdivision shall be required to connect
to the Water System, and all water consumed or used on each lot shall be provided by the Water System. No
individual wells shall be permitted on any lots. Other property(ies) developed by Developer or an affiliate of
Developer may also be allowed or required to connect to the Water System.  Such other properties may include
properties added to North Shore Ranch Subdivision or properties which are not a part of North Shore Ranch
Subdivision, but which are obliged to pay a proportionate share of the cost of operation, maintenance, repair and
replacement of the Water System.

Section 8.2 Facilities Included in Water System. The Water System includes the water, wells, water
reservoir, pump house(s) pumps, main water lines and other equipment and facilities for providing a domestic water
supply to the Subdivision lots and Common Properties. The Water System does not include the service lines
running from the house located on each lot to the shut off valve located near the property line of each lot.

Section 8.3 Water System Operator. Initially, the Water System will be owned and operated by the
Developer. The Developer may transfer the Water System 10 a third party (which may or may not be related to the
Developer). At some point, a water district may be established. The Developer also retains the right to transfer the
Water System to the Association, at the election of the Developer, in which case the Association agrees to accept
and operate the Water System. The owner/operator of the Water System is referred to herein as the “Water System
Operator”. The Water System Operator shall operate the Water System in accordance with applicable State and
Federal laws and regulations.

Section 8.4 [Initial Construction. Developer shall be responsible for the initial drilling of the wells;
installation of pumps and the equipment; and construction of the water mains, the shut off valve (curb stop) located
at or near the property line of each lot; and the portion of the service line running between the water main and the
shutoff valve. Each owner shall be responsible for the initial construction of the portion of the service line running
from the shut off valve to the residence and all other water facilities located on the owner’s lot, including but not
limited to a water meter. The water meter must be installed in an place easily accessible (kept free from debris)
from the street. A digital reader is required and must be installed on the exterior. The Water System Operator shall
have an easement over each lot for access, construction, maintenance, repair and replacement of the Water System
from the main water lines up to and including the shutoff valve where it is located on the lot and for other purposes
in operating the “Water System”. A one-inch (17} line is required. No sprinkler system or any other type of
connection may be connected ahead of the water meter
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Section 8.5 Maintenance. The Water System Operator shall be responsible for maintenance of the Water
System. Each owner shall be responsible for the operation, repair, maintenance and replacement of the portion of’
the service line running from the shutoff valve to the residence and all other water facilities located on that owner’s
lot. Each owner agrees to install, operate, repair, maintain and replace the water facilities for which the owner is
responsible in such a manner as to cause no injury to other property or the overall Water System, and to be in
compliance with any rules and regulations adopted by the Water System Operator concering the Water System.
Each lot owner shall be responsible for all cost and any damages, which originate from the water facilities for which
the owner is responsible, including but not limited to any water damage to any residence or other structure on the
owner’s lot.

Section 8.6 Use of Water. The Water System is intended for domestic household and yard and garden
use only, and not for use for any form of commercial irrigation. Use of water for large swimming pools must be
authorized by the Association. No owner shall sell, transport or utilize water from the Water System on any
property other than the owner’s lot (except in the event of an emergency). The Homeowner’s Association may use
water in connection with its maintenance of the Common Properties or for other purposes. 1f the Water System has
excess capacity, the Water System Operator may deal with the excess capacity in any manner it shall see fit,
provided that water service to the Subdivision is not unreasonably impaired.

Section 8.7 Water Charges. The Water System Operator shall have the right to charge fees and
assessments and other charges in connection with its operation of such Water System. Such fees, charges and
assessments may include a connection fee, fixed monthly basis charge and/or a charge based upon usage, and may
include amounts budgeted to cover capital expenditures, including replacements and upgrades of capital assets.
Any amounts charged or assessed by the operator of such Water System Company will provide the water meter and
there will be a $300.00 hook up fee of not less than Three Hundred and No/100 Dollars ($300.00). The minimum
fixed monthly basis charge shall be Twenty-Five and No/100 Dollars (325.00) per month (even if water is not used).
The hookup fee and fixed monthly basis charge may hereafter be increased.

Section 8.8 Fees Not Based on Usage.  Water System fees, charges and assessments that are not based
upon usage may be charged to a lot owner even if the lot is not yet improved or if the improvement on the lot is not
currently occupied. In no event shall unsold lots owned by Developer be subject to any Water System or Sewer
fees, charges or assessments, other than fees, which are charged with respect to actual usage of water or sewer by
each particular fot.

Section 8.9 Collection of Water Charges. Water System fees, charges and assessments may be collected
on a monthly basis. If alot owner fails to make the monthly payment, then water usage may be terminated until the
fee is paid in full. Such charges may become a lien upon a lot by filing by the entity operating the Water System of
a lien, which shall describe the lot, state the amount of the unpaid fees, charges or assessments and the date such
became due. A lot owner whose lot is subject to such lien must pay the amount due, interest at fifteen percent
(15%) per annum until paid, costs for preparation of the lien and lien release, and all recording fees before the lien is
released. Such lien may be foreclosed as allowed by Montana law with respect to foreclosure of mortgage. In the
event of litigation, the prevailing party shall be entitled to attorney’s fees and costs. In addition, the operator of the
Water System may terminate water service to any property which is delinquent in payment of water charges,
provided that prior written notice of intent to terminate service is given to the owner at least 30 days prior to
terminating water service.

Section 8.10 Limited Warranty by Developer.  Developer warrants each portion of the Water Svstem
constructed during any phase of the development of the Subdivision for a period of one vear from substantial
completion of that portion of the Water System. During this warranty period, Developer will repair or replace any
part of that portion of the Water System that is defective. Developer’s obligation is limited to repair and
replacement of the Water System, and Developer shall not be responsible for any damage to person or property
caused by any such defect, nor for any incidental or consequential damages. In addition, Developer hereby assigns
all warranty rights that Developer may have from any engineers, well drillers, contractors and suppliers (“third-
party providers™) in connection with the construction of the Water System to the Homeowner’s Association. THE
LIMITED WARRANTY OF DEVELOPER AND THE ASSIGNMENT OF ALL WARRANTIES FROM THIRD-
PARTY PROVIDERS IS IN LIEU OF AND REPLACES ANY IMPLIED WARRANTY OF
MERCHANTABILITY, HABITABILITY OR FITNESS FOR A PARTICULAR PURPOSE FROM
DEVELOPER, AND DEVELOPER MAKES NO IMPLIED WARRANTY OF MERCHANTABILITY, IMPLIED
WARRANTY OF HABITABILITY, IMPLIED WARRANTY OF FITNESS FOR A PARTICULAR PURPOSE,
OR IMPLIED WARRANTY OF ANY KIND CONCERNING THE WATER OR THE WATER SYSTEM.

Section 8.11 Dedication of Water System. The Water Svstem Operator shall have the power to dedicate
or transfer all or any part of the Water System to any private utility company, or to any water district, municipality,
public agency, authority or utility authorized to operate a water system or to the Association. If the Developer
elects to transfer the Water System to the Association, the Association agrees to accept and operate the Water
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System. No such dedication or transfer shall take place without the consent of the Developer during the Period of
Developer Control.

ARTICLE IX
_Expansion

Section 9.1 Developer May Expand. Developer reserves the right, but shall not be obligated, to expand
the effect of this Declaration to include additional property. The consent of the existing owners, the Association or
the Board of Directors of the Association shall not be required for any such expansion, and the Developer may
proceed with such expansion without fimitation at its sole discretion.

Section 9.2 Declaration of Annexation. Any expansion may be accomplished by recording a Declaration
of Annexation and one or more additional plats in the records of the Clerk and Recorder of Flathead County,
Montana. The Declaration of Annexation will describe the real property to be annexed, submitting it to this
Declaration. Upon such annexation, each lot in the annexed property will be allocated one vote and liability for the
assessments equal to the liability allocated to each of the previous lots, and the proportionate voting interest and
allocation of common expenses for the previous lots will be adjusted accordingly. Upon such annexation, each
owner of a lot in the annexed property shall automatically become a member of the Association. Such Declaration
of Annexation will not require the consent of the existing owners, the Association or the Board of Directors of the
Association. Any such expansion will be effective upon the filing for record of such Declaration of Annexation,
unless otherwise provided therein. The expansion may be accomplished in stages by successive supplements or in
one supplemental expansion. Upon the recording of any such Declaration of Annexation, the definitions used in
this Declaration will be expanded automatically to encompass the annexed property.

Section 9.3 Supplemental Covenants. A Declaration of Annexation may add supplemental covenants
peculiar to the annexed property, or delete or modifv provisions of this Declaration as it applies to the annexed
property. However, this Declaration may not be modified with respect to that portion of the property already
subject 1o this Declaration, except as provided below for amendment.

ARTICLE X
Duration and Amendment

Section 10.1 Duration of Declaration. The provisions of this Declaration are intended to be easements
and covenants running with the land, and are intended to be perpetual, except as amended or terminated as provided
below. [f any provision contained in this Declaration is subject to the laws or rules sometimes referred to as the rule
against perpetuities or the rule prohibiting unreasonable restraints on alienation, such provisions shall continue and
remain in full force and effect for the period of 21 years following the death of the last to die of the initial members
of the Board of Directors of the Homeowner’s Association and the then living children of initial Directors, or until
the provisions contained in this Declaration are amended or terminated as provided below, whichever first occurs.

Scction 10.2 Amendment after Period of Developer Control.  After the Period of Developer Control.
this Declaration may be amended or repealed as provided in this Section. Any amendment shall require the consent
of the owners of sixty percent (60%) of the lots, with exception of Section 6.14 which shall require consent of sixty
percent (60%) of all lots and sixty percent (60%) of all “horse lots,” or those lots with a size of one (1) acre or more.
Such consent may be evidenced by written consent or by vote at a regular or special meeting of the members of the
Homeowner’s Association, or by a combination of written consents and votes. If such consent is received, the
Association shall then record in the records of Flathead County, Montana, a document stating the action taken,
together with a sworn statement certifying that the required consent was received. [f Section 10.3 does not apply,
these Covenants may still be amended by Developer, or Developer and other lot owners, if the required sixty
percent (60%) approval is obtained, taking into account that Developer is entitled to three (3) votes for each lot it
owns.

Section 10.3 Unilateral Amendment By Developer. At any time before or after the Period of Developer
Control, so long as Developer owns a lot, Developer may unilaterally amend this Declaration (1) if such amendment
is solely to comply with applicable law or correct a technical or typographical error, (2) if such amendment does not
adversely alter any substantial rights of any owner or mortgagee, or (3) in order to meet the guidelines or
regulations of a lender or insurer including, but not limited to, the Federal National Mortgage Association, the
Federal Home Loan Mortgage Corporation, the Federal Housing Administration or the Veterans Administration or
any similar agency. Such amendments shall not require approval of any other owners.
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ARTICLE X1

General Provisions .

Section 11.1 Effect of Provisions of Declaration. Each provision contained in this Declaration, and any
agreement, promise, covenant, and undertaking to comply with each provision contained in this Declaration, and
any necessary exception or reservation or grant of title, estate, right or interest to effectuate any provision contained
in this Declaration: (a) shall be deemed incorporated in each deed or other instrument by which anv right, title or
interest in any real property within the Subdivision is granted, devised or conveyed, whether or not set forth or
referred 1o in such deed or other instrument; (b) shall, by virtue of acceptance of any right, title or interest in any
real property within the Subdivision by an owner of the Association, be deemed accepted, ratified, adopted and
declared as a personal covenant of such owner or the Association, as the case may be, and, as a personal covenant,
shall be binding on such owner or the Association and such owner’s or Association’s respective heirs, personal
representatives, successors and assigns; (c) shall be deemed an equitable servitude, running, in each case, as a
burden with and upon the title to each parcel of real property within the Subdivision; and (d) shall be deemed a
covenant, obligation and restriction secured by a lien binding, burdening and encumbering the title to each parcel of
real property within the Subdivision.

Section 11.2 Enforcement and Remedies.  Each provision contained in this Declaration shall be
enforceable by the Association, by the Developer or by any owner who has first made written demand on the
Association to enforce such provision and 30 days have lapsed without appropriate action having been taken by the
Association. Any enforcement action may be by a proceeding for such relief as may be provided at law or in equity,
including but not limited to a temporary or permanent injunction and/or a suit or action to recover damages. Such
action may be brought against any person(s) violating or threatening to violate a provision of this Declaration.
None of the remedies, which are stated in this Declaration are intended to be exclusive, and all parties shall have all
such remedies as may be provided by law.

Section 11.3 Limited Liability. Neither the Developer, the Association, the Design Review Board nor
their respective members, officers, directors, employees or agents shall be liable to any part for any action or for any
failure to act with respect to any matter if the action taken or failure to act was in good faith and without malice.

Section 11.4 Successors and Assigns. Except as otherwise provided herein, the provisions contained in
this Declaration shall be binding upon and shall inure to the benefit of Developer, the Assoctation, and each owner
and their respective heirs, personal representatives, successors and assigns. Developer may assign some or all of its
rights under this Declaration to a third party by a written instrument specifically referring to such rights recorded in
the records of Flathead County, Montana.  Such instrument may specify the extent and portion of the rights or
interests as a Developer, which are being assigned in which case the initial Developer shall retain all other rights of
Developer.

Section 11.5 Severability. Invalidity or unenforceability of any provision contained in this Declaration in
while or in part shall not affect the validity or enforceability of any other provision of this Declaration.

Section 11.6 Captions. The captions and headings in this instrument are for convenience only and shall
not be considered in construing any provision of this Declaration.

Section 11.7 Construction. When necessary for proper construction, the masculine of any word used in
any provisions contained in this Declaration shall include the feminine or neuter gender, and the singular the plural,

and vice versa.

Section 11.8 No Waiver. Failure to enforce any provision contained in this Declaration on any one or
more occasions shall not operate as a waiver of any such provision or of any other provision of this Declaration.

Section 11.9 Attorneys’ Fees. In the event of a dispute arising under any provision contained in this
Declaration, the prevailing party shall be entitled to its reasonable costs and attorneys’ fees incurred.

DATED this day of , 2009.

KLEINHANS FARM ESTATES, LLC

By:

. Its Manager
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STATE OF MONTANA )

) ss.
County of Flathead )
This instrument was acknowledged before me on the day of , 2009 by

, the Manager of Kleinhans Farm Estates, LLC.

{print]

Notary Public for the State of Montana
Residing at Kalispell
My Commission Expires
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Proposed Conditions of Approval for the North Shore Ranch subdivision. These
conditions were taken from the staff report prepared by the Flathead County Planning
Staff and those recommended by the Flathead County Planning Board. I have removed
conditions that were proposed by the Planning Board that no longer apply because of the
design revision.

Standard Conditions of Approval

.

(¥'S)

The applicant shall receive physical address and road names in accordance
with Flathead County Resolution #1626. All road names shall appear on the
final plat. Street addressing shall be assigned by the Address Coordinator.
One of the two “Mallard Court™ designations shall be changed.

The applicant shall show proof of a completed approach permit from the
Montana Department of Transportation, indicating the approaches have been
built and received final inspection.

With the application of final plat, the applicant shall provide a Road Users’
Agreement which requires each property owner to bear his or her pro-rata
share for maintenance of the roads within the subdivision.

All interior subdivision roads shall be certified by a licensed engineer and
constructed in accordance with the Flathead county Minimum Standards for
Design and Construction.

Except for sewer and water lines, underground utilities (if placed in the road
right-of-way or easement) shall be located between the roadway and the right-
of way or easement line to simplify location and repair of lines. Utility lines
shall be designed by utility firms in cooperation with the subdivider, subject to
all applicable laws and all rules and regulations of any appropriate regulatory
authority having jurisdiction over such facilities.

Utility easements shall be 10-feet wide unless otherwise specified by the
utility company. These easements shall be shown on the face of the final plat.

The proposed water and sewage treatment systems and storm drainage
systems for the subdivision shall be reviewed by the Flathead City-County
Health Department and approved by the Montana Department of
Environmental Quality.

The applicant shall submit to the Flathead County Planning and Zoning Office

an approved Stormwater Pollution Prevention Plan from the MT DEQ -
Water Protection Bureau prior to any construction activity.

Exb. e






