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THE EFFECTIVE DATE OF THIS DISCLOSURE STATEMENT IS
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FEFr %

THIS DISCLOSURE STATEMENT IS NOT A SUBSTITUTE FOR THE
PURCHASE AGREEMENT, MASTER DEED, ITS EXHIBITS, THE CONDOMINIUM
BUYER’S HANDBOOK, OR OTHER LEGAL DOCUMENTS AND ALL PURCHASERS
SHOULD READ ALL DOCUMENTS TO FULLY ACQUAINT THEMSELVES WITH THE
COMMUNITY AND THEIR RIGHTS AND RESPONSIBILITIES RELATED THERETO. IT
IS RECOMMENDED THAT PURCHASERS SEEK PROFESSIONAL ASSISTANCE PRIOR
TO PURCHASING A CONDOMINIUM UNIT.

The Hills of Waterford is a 191 Unit residential Condominium development in
the Township of Waterford, Oakland County, Michigan. Units 1 through 17 and Units 70
through 191 need not be built at this time.

Developer: American Quality Homes, Inc.
41050 Vincenti Court
Novi, MI 48375
(810) 615-1313
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DISCLOSURE STATEMENT

THE HILLS OF WATERFORD

I INTRODUCTION

American Quality Homes, Inc., is a Michigan Corporation and is the Developer of The
Hills of Waterford. The following is a Disclosure Statement, which has been prepared by the
Developer, and is intended to inform Purchasers of Condominium Units in The Hills of
Waterford in general terms as to the nature of the Condominium, the rights and obligations of
the Purchaser as a Co-owner in the Condominium, the rights and obligations of the Developer
and of the Condominium Association and other matters. This Disclosure Statement is required
by the Michigan Condominium Act of 1978, as amended, and is given to the Purchasers in
conformance with the Statute. This Disclosure Statement, along with the Master Deed and other
legal documents required for the creation and operation of the Condominium, constitute the only
authorized description of The Hills of Waterford and none of the Developer’s sales or other
representatives are permitted or authorized to vary from their terms.

1I. THE CONDOMINIUM CONCEPT

"Condominium" is a form of property ownership. A Condominium Unit has the same
legal attributes as any other form of real estate under Michigan law and may be sold, mortgaged,
or leased by the owner subject only to such restrictions as are contained in the Condominium
Documents. Michigan Statute regulates the creation of a Condominium Project. The
Condominium Act of 1978, as amended (Act 59 of the Michigan Public Acts of 1978, as
amended) regulates The Hills of Waterford. A Condominium Project is established by
recording a Master Deed in the Office of the Register of Deeds.

Each owner of a Condominium Unit owns his or her Unit and is one of a number of
mutual owners of common facilities ("Common Elements") which service his/her and other
Units. Each Purchaser of a Condominium Unit receives an individual deed to his/her Unit. The
Unit and the Common Elements (which are legally inseparable from the Unit) are described
generally in the Master Deed, and the Unit boundaries are shown in the Condominium
Subdivision Plan attached to the Master Deed, subject to any modification or correction as is
permitted by Statute and by the Condominium Documents. All portions of the Condominium
not included within the Units constitute the Common Elements and are owned by all owners in
undivided portions equal to the percentages of value attributable to each Unit as set forth in the
Master Deed.

The relative close proximity of residences dictates that certain restrictions and obligations
be imposed on each owner for the mutual benefit of all owners. Such restrictions and
obligations are contained in the Master Deed and the Condominium By-Laws, which are
recorded as part of the Master Deed. Restrictions and obligations may also be contained in the
rules and regulations which may be passed by the Board of Directors of the Condominium
Association in conformity with the Condominium Documents. All of the Condominium
Documents are prepared with the goal of allowing each Co-owner a substantial amount of
individual freedom and discretion without allowing any one Co-owner to infringe upon the rights
and interests of the group at large. All Co-owners and residents must be familiar with and abide
by the Condominium Documents.

The management and administration of the Condominium is the responsibility of the
Condominium Association, which is a nonprofit corporation of which all owners of
Condominium Units automatically are members. One of the primary responsibilities of the
Board of Directors of any Condominium Association is to enforce the provision requiring each
Co-owner to pay monthly assessments to the Association to meet expenses of administration of

, the Condominium. Pursuant to the provisions of Michigan law, and the Condominium
Documents, such assessments constitute a lien against the owner’s Unit and in the event the
owner fails to pay the assessments attributable to his/her Unit, the Board of Directors of the
Association may cause the lien to be foreclosed. The Board of Directors is also obligated to
enforce the other provisions of the Condominium Documents, including the restrictions on the
use of the Condominium Premises as set forth in the Condominium Documents, and is given



Jbroad remedial rights in the event such provisions are violated, including the right to sue for
money damages and for injunctive relief.

The foregoing is a general statement of the operational characteristics of The Hills of
Waterford and is common to most residential Condominium Projects. Each Purchaser is urged
to carefully review all of the documents contained in The Hills of Waterford Condominium
Purchaser Information Booklet as well as any other documents that have been delivered to the
Purchaser in connection with this development. In particular, information about the government
and organization of Condominiums in Michigan may be found in the Condominium Buyer’s
Handbook, published by the Michigan Department of Commerce, and provided to Purchasers
by the Developer. The Purchaser is advised to consult with his own lawyer or other professional
advisor with respect to any questions which he or she may have in regard to The Hills of
Waterford and/or the Condominium Documents.

III. DESCRIPTION OF THE CONDOMINIUM

A. Size, Scope, and Physical Characteristics of the Project. The Hills of Waterford
is a residential Project located in the Township of Waterford, Oakland County, Michigan, on

Hatchery Road. The Project consists of 191 building sites, each of which is an individual
residential Condominium Unit.

The Condominium Units in The Hills of Waterford consist only of the individual sites
within which each residence is to be located, and the Common Elements do not include the
residential dwelling structures and other improvements located within the Units. Each owner
holds an absolute and undivided title to his/her Unit and to the dwelling and other improvements
located within the boundaries of the Unit.

Since the residential dwellings are contained within the boundaries of the Condominium
Unit, the Co-owners are responsible for the maintenance, repair, and replacement of the
residential structure and all other improvements within the boundaries of the Condominium Unit,
including the maintenance, repair and/or replacement of the driveways. The Co-owners are
responsible for lawn mowing and the maintenance of landscaping within the boundaries of their
Condominium Unit. The Association shall be responsible for snow removal from streets in
accordance with such standards as the Association may adopt.

If a Co-owner fails to perform maintenance and/or repair of the residential structure or
maintenance of the landscaping within the boundaries of his/her Condominium Unit or in
accordance with such standards as the Association may adopt, the Association may perform such
maintenance functions and assess the Co-owner the cost of such maintenance and collect such
costs as part of the Condominium Assessments.

The Co-owner is responsible for planting one deciduous shade tree between the sidewalk
and the street.

To the best of the Developer’s knowledge, there are no hazardous materials, waste, or
toxic substances buried on the Condominium Premises.

B. Structures and Improvements Which Must Be Built and Which Need Not Be Built.
The Condominium Act of 1978, as amended, requires the Developer to label structures and
improvements on the Condominium Subdivision Plan (Exhibit "B" to the Master Deed) as either
“must be built” or "need not be built." Initially, 52 Condominium Units are designated "must
be built," the balance of the Condominium Units, Units 1 through 17 and Units 70 through 191,
"need not be built" at this time, as the Developer intends to develop those Condominium Units
at a later date. The Developer must construct all improvements which are labeled "must be
built." The rights in regard to items which are labeled "need not be built” are described below.
Each Land Purchase Agreement provides that the Developer is not contractually obligated to
construct any of the improvements which are labeled "need not be built." A Purchaser who
closes upon the purchase of a Unit is given no assurance that any other improvements which are,
from time to time, labeled "need not be built" will be completed by the Developer. The
Developer has not provided any financial arrangements for the completion of any improvements
which are labeled "need not be built.” The escrow arrangement described in the next paragraph




provides certain arrangements in regard to the construction of any structures or improvements
which are labeled "must be built."

C. Convertible Area. Some portion of the Common Elements of the Project may be
converted into Limited Common Elements or Condominium Units by the Developer. If the
Developer elects to do so, this change must be made not later than six (6) years after the
recording of the Master Deed. These changes would typically include such items as enlarging
a particular Unit, or a road or walkway adjacent to a particular Unit. A change may also entail
relocation of roads and sidewalks to provide access to those Units. Any changes made will not
unreasonably diminish the appearance of the Project or view of any Unit which is near the
modified Unit or Common Elements.

D. Contractible Area. The Developer has the right to contract or reduce the size of
The Hills of Waterford to a minimum of 52 Units. The Developer is free to reduce the size of
the development by removing any land that does not have any sold Units located on it.

E. Escrow Arrangement. The Developer has entered into an escrow arrangement
with Transnation Title Insurance Company which provides that all deposits made under Land
Purchase Agreements shall be placed in escrow. The Escrow Agreement provides for the
release of an escrow deposit to any Purchaser who withdraws from a Land Purchase Agreement
in accordance with the Land Purchase Agreement. Such a withdrawal is permitted by each Land
Purchase Agreement if it takes place within nine (9) business days after the Purchaser has
received all of the Condominium Documents, or if the Land Purchase Agreement is conditional
upon obtaining a mortgage and Purchaser is unable to do so, or if the Unit is not completed
within the time period stated in the Land Purchase Agreement, or if the Condominium
Documents are changed in a way that materially reduces a Purchaser’s rights. The Escrow
Agreement also provides that a deposit will be released to the Developer if the Purchaser
defaults in any obligation under the Land Purchase Agreement after the Land Purchase
Agreement has become binding upon the Purchaser. The Escrow Agreement also provides that
deposits will be released to the Developer when (a) the closing of the sale takes place and (b)
a Certificate of Occupancy is issued if required by local ordinance (for those Units having a
residential structure erected by Developer) and (c) if any improvements on the Condominium
Subdivision Plan (Exhibit "B" to the Master Deed) are labeled "must be built," the escrow agent
has received certification from an engineer or architect that such improvements are substantially
complete.

F. Reserved Rights of Developer.

6] Modification of Units. The Developer has reserved the right to modify
the size, location, design or elevation of Units or dwellings and/or Common Elements by
amendment to the Master Deed. Such modifications shall be in the sole discretion of the
Developer without the consent of any other person.

(i)  Conduct of Commercial Activities. The Developer has reserved the right
to maintain an office in The Hills of Waterford for conduct of commercial activities as it may
elect, together with a sales office, a business office, model Units, storage areas, reasonable
parking incident to the use of such areas, and such access to, from and over the Condominium
premises, as may be reasonable to enable development, sale, operation and warranty obligations
until the end of the warranty period for the last Unit which is sold in The Hills of Waterford.
During this period of time, the Developer or its affiliates may use such offices and other areas
to sell other property off-site.

(iii) Right to Amend. The Developer has reserved the right to amend the
Master Deed without approval from Co-owners and mortgagees for the purpose of correcting
errors and for any other purpose so long as the amendment would not materially alter or change
the rights of a Co-owner or mortgagee. Further, certain provisions of the Master Deed cannot
be amended without Developer approval.

(iv) Easements. The Developer has reserved such easements over the
Condominium (including all Units and Common Elements) as may be required to perform any
of the Developer’s or the Association’s maintenance, repair, decoration or replacement
obligations. The Developer has also reserved easements for utility and/or drainage purposes
along the side yard and rear yard boundaries of the respective Condominium Units in The Hills
of Waterford.



(v)  Certain Units Burdened By Additional Easements. Certain Condominium
‘Units are burdened and/or affected by utility and/or drain easements as described on the

Condominium Subdivision Plans attached to the Master Deed as Exhibit "B". No buildings or
structures shall be placed within these easement areas. In addition, there are limitations on
landscaping in and around these easement areas as set forth in the easement agreements that are
referenced in the Condominium Subdivision Plans.

(vi)  General. In the Condominium Documents and in the Condominium Act
certain rights and powers are granted or reserved to the Developer to facilitate the development
and sale of The Hills of Waterford, including the power to approve or disapprove a variety of
proposed acts and uses and the power to secure representation on the Association Board of
Directors. ’

G. Legal Documentation.

@) General. The Hills of Waterford was established as a Condominium
pursuant to the Master Deed recorded in the Oakland County Register of Deeds as set forth in
the Purchaser Information Booklet. The Master Deed as recorded contains as Exhibit "A", the
Condominium By-Laws and as Exhibit "B", the Condominium Subdivision Plan, a 3-dimensional
survey establishing the physical relationship and location of each of the Units in the
Condominiurh, together with a depiction of utility locations and the location of Common
Elements.

(i) Master Deed. The Condominium Master Deed, among other things,
contains a definition of terms used within the Condominium, the percentage of value assigned
to each Unit in the Condominium and a description of the General Common Elements
constituting the Condominium.

The percentages of value of the Units are set forth in Article V-B of the Master Deed.
The percentage of value assigned to each Unit shall be equal. The percentage of value assigned
to each Unit is determinative of each Co-owner’s respective share of the Common Elements of
The Hills of Waterford, the proportionate share of each Co-owner in the proceeds and the
expenses of administration, and the value of each Co-owner’s vote at meetings of the
Association. The percentages of value must at all times total one hundred (100%) percent.

@iii) Condominium By-Laws. The Condominium By-Laws contain provisions
relating to the operation and management of The Hills of Waterford and, in particular, set forth
in Article IT the provisions relating to both regular and special assessments of the members to
pay the costs of operation of the Condominium. Certain restrictions upon the ownership,
occupancy and use of The Hills of Waterford are set forth in Article VI.

IV. WARRANTY

Express warranties are not provided unless specifically stated in the Land Purchase
Agreement. Each Land Purchase Agreement provides that at the closing, the Developer will
give a Limited Warranty with regard to the Condominium Unit and the Common Elements.
The Builder will give a Limited Warranty as to the residence. The terms of the Limited
Warranties are expressly limited as stated in the Limited Warranties. Specifically, the Builder
will warrant for a period of one (1) year after closing of the purchase of a residential structure,
that the floors, ceilings, walls and other internal structural components of the residential
structure which are not covered by other portions of the Limited Warranty will be free of defects
in materials or workmanship. The Limited Warranty does not cover any appliances and
equipment located within the residential structure. The Builder shall assign and pass through
to the Purchaser any manufacturers’ warranties on these appliances and equipment.
ARBITRATION IS THE SOLE REMEDY FOR DISPUTES PURSUANT TO THE
CONDOMINIUM DOCUMENTS. THE DEVELOPER AND BUILDER SHALL HAVE NO
RESPONSIBILITY FOR ANY OF THE FOLLOWING, WHICH ARE EXPRESSLY
EXCLUDED FROM THE COVERAGE OF THE LIMITED WARRANTY:

(@  Defects in appliances and pieces of equipment which are covered by
manufacturers’ warranties.

































