
BYLAWS

OF

PONDEROSA PINES RANCH PROPERTY
OWNERS ASSOCIATION, INC.

a Non-ProfitCorporation

ARTICLE I. OFFICES

Section1.1 BusinessOffice

Theprincipalofficeandplaceofbusinessofthecorporationshallbelocatedatthedirection
oftheboardofdirectorson thePonderosaPinesSubdivision. Thecorporationmayhavesuchother
offices,eitherwithin orwithouttheStateofMontana,astheboardofdirectorsmaydeterminefrom
timeto time. Theboardofdirectorsmaydesignatethelocationofotheroffices. The secretaryof
thecorporationshallmaintaina copyoftherecordsrequiredhereinattheprincipaloffice.

Section1.2 RegisteredOffice

The corporation’sregisteredoffice shallbe locatedwithin Montanaat theaddressof the
corporation’sregisteredagent. The locationof the registeredoffice may be,but neednot be,
identical with that of the principal office if the latter is locatedwithin Montana. The boardof
directorsmaychangetheregisteredagentandtheaddressof theregisteredoffice from timeto time,
uponfiling theappropriatestatementwith theSecretaryofState.

ARTICLE II. MEMBERS

Section2.1 Membership

(a) Membership.Membershipin thecorporationmaybeheldby an individual, agroupof
householdmembers,a corporation,or other entity. If membershipis held by a household,
corporationor otherentity, the entity or groupshallbe consideredone member. Eachmember
(subjectto restrictionsherein)shall be entitled to one vote on any businessmatterwhich shall
lawftilly comebeforethemembers.If amembershipstandsofrecordin thenamesoftwo ormore
persons,then the vote of one nameshall bind all other nameson that one membership. Each
membershall beeligible for benefitsthat theboardof directorsshalldeterminefrom timeto time.



(b) MembershipAdmission.Thosepersonsandentitiesdescribedbelowas“lot owners”and

“lot purchasers”andtheirsuccessorsin interestareandshallbe MembersoftheAssociation.

Lot Owners arethosepersonsorentitiesto whom title to the lot(s) vestsin theirname(s).

“Lot Purchasers”arethosepersonsor entitieswhohaveenteredinto aContractfor Deedor
othercontractwith the lot ownerto purchaseoneormore lots in theSubdivision,but to whom a
WarrantyDeedfor the lot(s) hasnot beendeliveredby thelot owner(s).

“Membersin GoodStanding”shallbe thoseMembers,asdeterminedby theAssociation’s
records,whoarecurrenton theirAnnualandany SpecialAssessments,andwhohaveno “PastDue”
balanceon theirAssociationAccount,asthetermis definedhereafter.

(c) ClassesofMembers. Lot OwnersareandshallbeClassA Members.Lot Purchasersare
andshallbe ClassB Members.

Section2.2Voting Rights

(a) Votingrights by Classmembership.ClassA Membersshall for eachlot ownedhave
onevotefor membersoftheboardof directorsandfor all otherissuesuponwhich votesshallbe
takensolongastheyaremembersin GoodStanding.

ClassB Membersshallhaveno votebut shallhaveall otherrights,privilegesanddutiesof
members.

Consistentwith ClassA Members,theDevelopershallhaveonevoteon eachmattersubject
to a votefor eachlot of theSubdivisionfor whichtitle vestsin theDeveloper.

(b)Multiple ownershipofa lot. Wherethereis morethanonepersonorentitywho own(s)
any individuallot of theSubdivision,thepersonorentitywhosenamefirst appearsin theWarranty
Deedshallbeentitledto exercisethe vote attributableto suchlot UNLESS all of thepersonsor
entities,collectivelynamedin theWarrantyDeedasowner(s)shall exercisesuchvote or shall
designatein writing prior to exercisingsuchvote a personor entity different from that above
described.

(c) Actionssubjectto vote.No actionshall be takennorbe bindingupontheAssociation
unless:

a. Themattershallhavebeenduly noticedfor actionin thecall for themeetingor in these
By-Laws; and

b. The actionshallhavebeenaffirmatively voteduponby a majority ofthoseMembers
entitledto votewhowerepresentin personorby proxyatthemeeting;ortheBoardof Directorswas
authorizedby suchvoteofthemembersto takesuchaction; and

c. There was a quorumpresent,in personor by proxy, at said meeting,the quorum
comprisingtheownersandpurchasersofat leasttenpercent(10%)of the lots of theSubdivision.



(d) Proxiesand Written Ballot. Any memberentitledto votemaydo so in personorby
proxyorby written ballot. Noproxyshallbedeemedvalid for morethanelevenmonthsafterthe
dateofexecutionthereofunlessotherwiseprovidedin theproxy instrument. All proxiesmustbe
in writing andan originalpresentedto thesecretaryofthecorporationatleastfifteen daysprior to
any votebeingtakento be effectivefor that vote. Voting by proxyorby writtenballot shallbe in
accordancewith paragraphs2.15 and2.16,following.

Section2.3 TerminationofMembership

Immediatelyuponthetransferofa lot ownerslegalorequitabletitle to a lot subjectto the
PonderosaPinesSubdivisionprotectivecovenants,astheyexistorastheyareamended,he/sheshall
bedeemedto havetransferredhis/hermembershipasto thatlot to thegrantee(s).

Thecorporationmaysuspendorterminateamemberfrom votingin thecorporationif theboard
ofdirectorshasmadeagoodfaithdeterminationthatit is in thebestinterestsofthecorporationto
do so. in addition,the corporationmay only suspendor terminatea memberfrom voting in the
corporationpursuantto the following procedure,which shall be carriedout in good faith. The
procedureprovides:

(1) the corporationmust, by first classmail, give the memberwritten notice of the
suspensionor terminationof voting privilegesnot less than 15 daysprior to the
effectivedateof theproposedactionandanexplanationofthereasonsfor it; and

(2) anopportunityfor thememberto beheard,orally orin writing, not lessthan5 days
beforetheeffectivedateofthesuspensionorterminationofvoting privilegesby a
personor personsauthorizedto decidethattheproposedsuspensionortermination
not occur;or

(3) theboardofdirectorsmayconductthehearing,or in its solediscretion,mayallow
acommitteeoftheboardofdirectorsoracommitteeofmembers,to hold thehearing
andmakethedetermination.

Notwithstandingtheaboveprovisions,thecorporationshallconsideramembersvotingrights
terminatedif(l) theboardofdirectorshasestablishedannualduesandthememberfails to makethe
paymentofannualdueswithin 30 daysoftheduedateor(2) thememberhastransferredhis/her/its
interestin his/her/itslot to anotherparty.



Section2.4 Resignation ~ ENTERED
Solong asa memberhasalegalorequitableownershipin a lot subjectto thePonderosa

PinesSubdivisionprotectivecovenants,he/shemaynot resignasamemberofthisAssociation.

Section2.5 Transferof Membership

Membershipin this corporationis not transferrableorassignable.

Section2.6Dues

Theboardof directorsmaydeterminethat annualmembershipduesshallbepaidby each
member. Theboardof directorsmayestablishadifferentamountof duesto bepaidby different
typesofmembership(i.e.residentialandvacantlotowners);however,regardlessofamountofdues
paidby amember,eachmembershallonlybe entitledto onevote. If duesarerequired,theboard
ofdirectorsmayterminatemembersfrom votingfor non-paymentofannualmembershipdues.The
boardmay(but is not requiredto) notify membersofnonpaymentofduesandmayprovidea grace
periodin whichto paydues.

Section2.7 Annual Membership Meeting

(a) GeneraL TheannualmeetingofthemembersshallbeheldattheFirehall locatedon the
PonderosaPinesSubdivisionat ThreeForks,Montana,orsuchotherplaceasmaybedesignatedin
writing thirty (30)dayspriorto themeetingdate. Themeetingwill beheldon lastFridayin August
ofeachyearat7:00 P.M., beginningwith August31,2001,for thepurposeofelectingdirectorsand
for thetransactionof suchotherbusinessasmaycomebeforethemeeting.If thedayfixed for the
annualmeetingshall fall on aweekendor holiday, the annualmeetingshall beheldon thenext
succeedingbusinessday. If theelectionofdirectorsis notheldonthedaydesignatedhereinforany
annualmeeting,oratanyadjournmentthereof,theBoardof Directorsshallcausetheelectionto be
heldat aspecialmeetingofthemembersassoonthereafterasis convenient.

Whetherspecified in the notice,or not, the following reportsshall be presentedto the
Membersattheannualmeeting:

a. Thepresidentandtreasurershall report on the activities andfinancial conditionof the
corporation.

b. Budgetfor theforthcomingyearwith identificationoftheproposedexpendituresfor the
forthcomingyearandanticipatedrevenues.

c. Suchadditionalreportsasshallbedeterminedby theboardof directorsto bepresented.

(b) Electronicpresence. Theboardof directorsmay allow membersto be presentand
participateat an annualmeetingby meansof electronicdevice,at the expenseofthe member(s)
desiringto bepresent.

Section2.8 SpecialMembership Meetings



(a) Who MayCall. Specialmeetingsofthemembersmaybe calledbythePresident,theBoard
ofDirectors,orby membersuponsubmittingasignedpetitionofat leasttenpercent(10%)of the
memberscalling for aspecialmeeting, at atime andplacedesignatedby theBoardofDirectors.
If no designationis made,theplaceofmeetingshallbetheprincipleofficeofthecorporationin the
Stateof Montana.If all membersshallmeetatany timeandplace,eitherwithin orwithouttheState
ofMontana,andconsentto theholding of ameeting,suchmeetingshallbevalid without call or
notice,andatsuchmeetingany corporateactionmaybetaken. Any actionrequiredorpermittedto
be approvedby the membersmay be approvedwithout a meetingof membersif the action is
approvedby membersholdingat least50%ofthevoting power. Theactionmustbeevidencedby
oneormorewrittenconsentsthatdescribetheactiontaken,besignedbythosemembersrepresenting
atleast50%ofthevoting power,andbedeliveredto thecorporationfor inclusionin theminutesor
filing with thecorporaterecords.

(b) Electronicpresence. The boardof directorsmay allow membersto be presentand
participateat a specialmeetingby meansof electronicdevice,at the expenseof the member(s)
desiringto be present.

Section2.9 Placeof Membership Meeting

Theboardof directorsmaydesignateany placewithin thecounty in Montanawherethe
principaloffice is locatedasthemeetingplacefor any annualorspecialmeetingofthemembers.
Themembersmaychangethemeetingplaceif all themembersentitledto voteatthemeetingagree
bywrittenconsentsto anotherlocation.Thewrittenconsentsmaybein theform of waiverofnotice
orotherwise. Thenew locationmustbewithin theStateofMontana. If theboardofdirectorsdo
notdesignateameetingplace,thenthemembersshallmeetattheprincipaloffice ofthecorporation
in Montana.

Section2.10 Notice of Membership Meeting

(a) Requirednotice. Thesecretaryofthecorporationshalldelivernoticeofthemembership
meetingto eachrecordmember.

(b) MannerofCommunication.Noticestatingtheplace,dayandhourof any meetingof
membersshallbedeliveredeitherpersonallyor by mail, to eachmemberentitled to voteat such
meeting,not lessthanthirty (30)ormorethansixty (60)daysbeforethemeetingdate.

Thesecretaryofthecorporationmaydeliverto membersnoticeofthemembershipmeeting
by aseparatewrittennotice,througharegularpublication,orby anewsletterofthecorporation.The
noticemustbe given in afair andreasonablemanner:it mustbe in writing (unlessgivenby public
broadcast)andstatetheplace,dayandhourofany annualorspecialmembershipmeeting.If the
meetingwill beheldby electronicmedia,thenoticeshall indicatetheidentificationfor theuseof
thatelectronicmedia.If theboardofdirectorsdeterminethat separatewrittennoticeornoticeby a
regularpublicationoranewsletterofthemembershipmeetingis impracticable,thesecretaryofthe



corporationmay give notice of the membershipmeetingby meansof a newspaperof general
circulationin theareawhereit is published,orbyradio,televisionorotherformofpublicbroadcast.

(c) ContentsofNotice. Unlessthe MontanaNonprofit CorporationAct, requiresit, the
noticeofan annualmembershipmeetingneednot includeadescriptionofthemeeting’spurposeor
purposes.Howeverthenoticeofeachspecialmembershipmeetingshallincludeadescriptionofthe
meeting’spurposeorpurposes.

Regardlessofwhetherthenoticeis ofanannualorspecialmembershipmeeting,if apurpose
of themeetingis for the membersto considereither:

(I) aproposedamendmenttothearticlesofincorporation(includinganyrestated
articlesrequiringmemberapproval);

(2) a planofmerger;
(3) thesale,lease,exchangeorotherdispositionofall, orsubstantiallyall ofthe

corporation’sproperty;
(4) thedissolutionofthecorporation;or
(5) theremovalofa director,

thenthenoticemuststatethispurposeandbeaccompaniedby acopyor summary,if applicable,of
the:

(1) amendmentto articles;
(2) planof merger;or
(3) transactionfor dispositionofall thecorporation’sproperty.

Likewise,if thecorporationindemnifiesor advancesexpensesto a directorasdefinedby the
MontanaNonprofit CorporationAct thesecretaryshall reportthis informationin writing to all the
memberswith orbeforenoticeofthenextmembershipmeeting.

(d) EffectiveDate. The secretaryshall deliver thenotice, eitherpersonally,by mail, by
newspaper,or public broadcastnot less than 30 nor more than 60 daysbeforethe dateof the
meeting. Noticeshallbedeemedto be effectiveat theearlierofthefollowing:

(1) thedatewhenthenoticewasdepositedin theUnitedStatesmail, if mailedpostpaid
andcorrectlyaddressedto thememberat themember’saddressasit appearson the
corporation’srecordbooks;or

(2) thedateshownon thereturnreceipt(if sentregisteredorcertifiedmail,returnreceipt
requested,andthereceiptis signedby or on behalfoftheaddressee);or ~

(3) thedatewhenreceived,published,orbroadcast;or



(4) the date5 daysafter deposit in the United Statesmail, if mailed postpaidand
correctlyaddressedto anaddressotherthanthatshownin thecorporation’scurrent
memberrecordbook.

(e) AdjournedMeeting. If themembersadjournedanymembershipmeetingto adifferent
date,time, orplace,thesecretaryneednotgive noticeofthenewdate,timeandplace, if thenew
date,time, andplaceis announcedatthemeetingbeforeadjournment.But if theboardofdirectors
fix anewrecorddatefor theadjournedmeeting,ormustfix one,thenthesecretarymustgivenotice,
in accordancewith therequirementsof this section,to thosepersonswhoaremembersasofthenew
recorddate.

(f) WaiverofNotice. A memberentitledto anoticemaywaivenoticeofthemeeting(orany
noticerequiredby theMontanaNonprofitCorporationAct orbylaws),by a writing signedby the
member.Themembermustsendthenoticeof waiverto thecorporation(eitherbeforeorafterthe
dateandtimestatedin thenotice)for inclusionin theminutesor filing with thecorporaterecords.

A member’sattendanceat a meeting:

(I) waivesthe member’sright to object to lack of notice or defectivenotice of the
meeting,unlessthememberatthebeginningofthemeetingobjectsto holdingthe
meetingor transactingbusinessatthemeeting.

(2) waives the member’sright to objectto considerationof a particularmatterat the
meetingthat is notwithin thepurposeorpurposesdescribedin themeetingnotice,
unlessthememberobjectsto consideringthematterwhenit is presented.

Section2.11 Conduct ofMembership Meetings

(a) ConductofMeeting. Thepresident,or in thepresident’sabsence,thevice-president,or
in theirabsence,thesecretary,of in thesecretary’sabsencethetreasurershallcall themembership
meetingto order andshall actasthe chairpersonofthe meeting. The chairperson(or aperson
designatedby thechairperson)shallestablishrulesofthemeetingthatwill freely facilitatedebate
anddecisionmaking. Thechairpersonwill indicatewhomayspeakwhenandwhena votewill be
taken.Thesecretaryofthecorporationshallactasthesecretaryofall meetingsofthemembers,but
in thesecretary’sabsence,thepresidingofficermayappointany otherpersonto actasthesecretary
ofthemeeting.

(b) OrderofBusiness.Theorderofbusinessatamembershipmeetingshallbeasfollows:

(1) calltoorder,
(2) readingofprior minutes,
(3) electionofdirectors,if that is thepurposeofthemeeting,
(4) businessspecifiedby thenotice,
(5) unfinishedbusiness,
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(6) newbusiness,
(7) adjournment.

At theannualmeeting,thepresidentandtreasurershallreporton theactivitiesandfinancial
conditionofthecorporation.

Section2.12 Fixing of RecordDate

(a) PurposeofFixing a RecordDate. Theboardof directorsmayfix in advancea date,
referredto astherecorddate,for thepurposeofdeterminingwhichmembersofanyvoting group,
asofacertaindate,areentitled to receivenoticeofamembermeeting.Theboardofdirectorsmay
also fix this recorddatefor the purposeof determiningwhich membersof anyvoting groupare
entitledto voteatanymeetingofmembers.Theboardmayalsofix arecorddatetodeterminewhich
membersmayexerciseanyrightsorwhichmembersbelongin agroupforanyotherproperpurpose.
The recorddateshall not bemorethan 70 daysprior to thedateon which theparticularaction,
requiringadeterminationofmembers,is to be taken.

(b) If No RecordDateIs Fixed. If theboardof directorsdoesnot fix a recorddatefor the
purposesdescribedin paragraph(a) of this section,thenthe recorddatefor determinationof the
membersshallbeat thecloseof businesson oneofthefollowing:

(1) With respectto an annualmembershipmeetingorany specialmembership
meetingproperlycalledbytheboardorpresident,thedayprecedingtheday
on which the secretaryof the corporationdelivers the first notice to the
members;

(2) With respectto aspecialmembershipmeetingdemandedby themembers,the
datethefirst membersignsthedemand;

(3) With respectto actionstakenwithout a meeting@ursuantto Article II,
section2.16),thedatethefirst membersignsaconsent;

(4) With respectto ameetingforwhichnoticewaswaived,thedayprecedingthedayon
whichthe meetingis held.

(c) Adjournment. In the eventof an adjournment,the boardof directorsmay fix a new
recorddate.Theboardofdirectorsmustfix anewrecorddateif themeetingis adjournedto adate
morethan 70 daysafterthedatefixed for theoriginalmeeting.

Section2.13 Membership List

(a) ContentsofList. After theboardfixes arecorddatefor noticeof ameeting,theofficer
oragentmaintainingthecorporation’srecordbooksshallprepareacompleterecordofthemembers
entitled to noticeofthemeeting. Therecordshall includetheaddressof eachmember.



(b) Inspection. The membershiplist mustbe availablefor inspectionby any member,
beginning2 businessdaysafter thesecretarygives noticeof the meetingfor which the list was
prepared.Thelist will continuetobeavailablethroughoutthemeeting.Thelist shallbe locatedfor
inspectionatthecorporation’sprincipalofficeorataplaceidentifiedin themeetingnoticein thecity
wherethemeetingis to be held. A member,themember’sagent,or attorneyis entitledon written
demandto inspectthelist. Themembershallberesponsiblefor anyreasonableinspectionexpenses.
Thecorporationshallmaintainthemembershiplist in written form or in anotherform capableof
conversioninto written form within areasonabletime.

(c) Limitationson UseofMembershipList Withoutconsentoftheboard,amembership
list oranypartof it maynotbeobtainedorusedby apersonfor anypurposeunrelatedto amember’s
interestasa member. This prohibition againstuseof membershiplist for unrelatedpurposes
includesbut is not limited to:

(1) usingthelist to solicit moneyor propertyunlessthemoneyorpropertywill beused
solely to solicit thevotesof membersin anelectionto be heldby thecorporation;

(2) using thelist for any commercialpurpose;or

(3) theselling orpurchasingofthe list.

Section2.14 Membership Quorum and Voting Requirements

(a) Quorum. Ten percent(10%) of the votes entitled to be caston a mattermust be
representedat a meetingof membersto constitutea quorumon that matter. Once a vote is
representedfor anypurposeatameeting,thecorporationshalldeemit presentfor quorumpurposes
for theremainderof themeetingandfor anyadjournmentofthemeetingunlessanewrecorddate
is ormustbesetfor thatadjournedmeeting.

(b) Voting. If a quorumexists,and the votescastin favor of an action (otherthanthe
electionof directors)constitutea majority of the requiredquorum,then the corporationshall
considertheactionon amatterapproved.

Section 2.15 Membership Action by Written Ballot

(a) Authority. Membersmay takeany action without a meetingif action by ballot is
authorizedby theboardofdirectorsandthecorporationdeliversa writtenballot to everymember
entitled to voteon thatmatter.

(b) Contents.A writtenballotmustsetforth eachproposedactionandprovidethemembers
with an opportunityto votefor oragainsteachproposedaction.

(c) Approval. Thecorporationshallconsideran action by written ballot approvedonly
when: thenumberof votescastby ballotequalsorexceedsthequorumthat thebylawsrequireto



bepresentat ameetingauthorizingtheaction;andthenumberofapprovalsequalso~excLi&?sihé
numberofvotesthatthebylawsrequireto approvethematterata meeting.

(d) Solicitations.All solicitationsmadein advanceofthemeetingforvotesby writtenballot
must: indicate the numberof responsesneededto meet the quorum requirements,statethe
percentageof approvalsnecessaryto approveeachmatter otherthan electionof directors,and
specifythetime by whicha ballotmustbe receivedby thecorporationto becounted.

(e) Revocation.A writtenballotmaynot berevoked.

Section2.16Proxies

At all membershipmeetings,amembermayvotein person,orby proxy. Themembermay
appointa proxyto voteby signingan appointmentform, eitherpersonallyorby attorney-in-fact.
The corporationshallconsidera proxyappointmentvalid if madein writing andfiled with the
secretaryofthecorporationat least30 daysbeforethetimeofthemeeting.Noproxyshallbevalid
after11 monthsfrom thedateit wasmade,unlessotherwiseprovidedin theproxy.

Section2.17 Corporation’s Acceptanceof Votes

(a) WhenSignatureCorrespondsto Member’sName. If thenamesignedon a vote,ballot,
consent,waiver, orproxyappointmentcorrespondsto thenameof amember,thecorporationif
actingin goodfaith is entitled to acceptthevote,consent,waiver,orproxy appointmentandgive
it effectastheactofthemember.

(b) WhenSignatureDoesn’tCorrespondto Member’sName. If thenamesignedon avote,
consent,waiver, or proxy appointmentdoes not correspondto the nameof its member,the
corporationif acting in goodfaith is neverthelessentitled to acceptthevote,consent,waiver, or
proxy appointmentandgiveit effect astheactofthememberif:

(1) thememberisanentityasdefinedin theMontanaNonprofitCorporationAct
andthenamesignedpurportsto bethatof anattorney-in-factofthemember
and,if thecorporationrequests,evidenceacceptableto thecorporationsofthe
signatory’sauthorityto signforthememberhasbeenpresentedwith respect
to thevote,consent,waiver,orproxy appointment;

(2) the namesignedpurportsto be that of an attorney-in-factof the
memberand, if thecorporationrequests,evidenceacceptableto the
corporationof the signatory’sauthorityto sign for the memberhas
beenpresentedwith respectto the vote,consent,waiver, orproxy
appointment;



(3) two or morepersonshold themembershipashouseholds,cotenantsor fiduciaries
and:

(i) thenamesignedpurportsto be thenameof atleastoneofthecoholders;and

(ii) thepersonsigningappearsto beactingon behalfoftheall thecoholders.

(c) DoubtAbout Validity ofSignature. Thecorporationis entitled to rejecta vote,ballot,
consent,waiver,orproxyappointmentif thesecretaryorotherofficeroragentauthorizedto tabulate
votes,actingin goodfaith,hasreasonablebasisfordoubtaboutthevalidity of thesignatureon it or
aboutthesignatory’sauthorityto sign for themember.

(d) NoLiability. The corporationand its officer or agentwho acceptsor rejectsa vote,
ballot, consent,waiver,orproxy appointmentin goodfaithandin accordancewith thestandardsof
this sectionarenot liable in damagesto the memberfor the consequencesof the acceptanceor
rejection.

Section 2.18Corporate Records

(a) MinutesandAccountingRecords.Thecorporationshallkeepapermanentrecordofthe
minutesof all meetingsof its membersand boardofdirectors,arecordofall actionstakenby the
membersorboardofdirectorswithout ameeting,anda recordof all actionstakenby acommittee
of the boardof directorsacting in placeof the boardand on behalfof the corporation. The
corporationshallmaintainappropriateaccountingrecords.

(b) MembershipList Thecorporationshallmaintaina recordofthemembers’namesand
addresses.Themembershiplist shallindicateeachmemberis entitledto onevote.

(c) Form. The corporationshall maintainits recordsin written form or in anotherform
capableof conversioninto written form within areasonabletime.

(d) OtherRecords.Thecorporationshallkeepacopyof thefollowing recordsatits principal
office orata locationfrom whichtherecordsmayberecoveredwithin 2 businessdays:

(1) its articlesorrestatedarticlesof incorporationandall amendmentsto them
currentlyin effect;

(2) its bylawsorrestatedbylawsandall amendmentsto themcurrentlyin effect;

(3) resolutionsadoptedby its boardof directors;

(4) theminutesofall membershipmeetings,andrecordsofall actionstakenby
memberswithouta meeting,for thepast3 years;

(5) thefinancialstatementfurnishedfor thepast3 yearsto themembers;



(6) alistofthenamesandbusinessaddressesofits currentdirectorsandofficers;
and,

(7) its mostrecentannualreportdeliveredto theSecretaryofState.

Section2.19 Member’s Rights to InspectCorporate Records

(a) AbsoluteInspectionRightsofRecordsbyMembers.A member(oramember’sagentor
attorney)is entitledto inspect,ata reasonabletime andlocationspecifiedby thecorporation,any
oftherecordsofthecorporationdescribedherein. Themembermustgivethecorporationwritten
noticeorawrittendemandto inspectat least15 daysbeforethedateon whichthememberwishes
to inspect.

(b) ConditionalInspectionRight. Themember(or themember’sagentor attorney)may
inspect,atareasonabletimeandreasonablelocationspecifiedbythecorporation,additionalrecords
if themembermeetsthefollowing criteria:

(1) themembermust give thecorporationa writtendemandto inspectmadein good
faithandforaproperpurposeat least15 businessdaysbeforethedateonwhichthe
memberwishesto inspect;and

(2) themembermustdescribewith reasonableparticularity:

(i) themember’spurposeand

(ii) therecordsthatthememberdesiresto inspect;and

(3) the corporationmust approvethat the recordsare directly connectedwith the
member’spurpose.

(c) AdditionalRecords. If themembermeetstherequirementsherein,themembermay
inspect:

(1) excerptsfrom minutesof anymeetingof the boardof directors,recordsof
anyaction ofa committeeof theboardofdirectorsactingon behalfofthe
corporation,minutesofanymeetingofthemembers,andrecordsof action
takenby the memberswithout a meeting,to the extent not subjectto
inspectionherein;

(2) accountingrecordsofthecorporation;and

(3) subjectto provisionsherein,themembershiplist.



(d) TheRightto CopyandCosts.Thecorporationshallallowmembersto copyanyrecords
of thecorporationrequiredby theMontanaNon Profit Act. Themember,upongiving theproper
notice,shallbeprovidedwith thedocumentsandmayindicatebyappropriatestickerdevice,which
corporatedocumentstheydesiredcopied. Thecorporationmaycopythedocumentsattherateof
$30.00perhourormaydeliver thedocumentsto a businessthat dealsin photocopyingandshall
chargethechargeassessedby thatbusinessplus$30perhourforthetimeto compileanddeliverthe
documentsto thatbusiness.

ARTICLE III. BOARD OF DIRECTORS

Section3.1 General Powers

All corporatepowersshall be exercisedby orundertheauthorityoftheboardof directors.
The businessand affairs of thecorporationshall be managedunderthedirectionof theboardof
directors.

Section3.2 Number,Tenure,andQualificationsof Directors

(a) NumberofDirectors. The initial numberof directorsshallbe five (5), but additional
directorshippositionsmaybe addedby majorityvoteofthemembers.Directorsshallbeelectedat
theannualmeetingofthemembers,andthetermof officeofeachdirectorshallstaggeredsothat
not all of the directorsaresubjectto electionin anyoneyear. At no time shall the numberof
directorsbeless thanthree(3). However,if thedirector’stermexpires,thedirectorshall continue
to serveuntil themembershaveelectedandqualifiedasuccessororuntil thereis adecreasein the
numberof directors. Directorsneednotbe residentsofMontana.

(b) Qualjfications.Directorsmustatall timesmeetthefollowing qualifications:

1. A Directormustbe a Memberin GoodStanding.
2. A Directorcannotbeapartynamedin acurrentCovenantViolation orDelinquent

Assessmentenforcementaction,litigation, or lawsuitbroughtby theAssociationor its’ assigns.
3. Onbeingelected,aDirectormustcommit in writing to upholdandenforcethe

recordedcovenants,asthey exist and asthey may be amended,of the PonderosaPinesRanch
Subdivisionasdescribedin “AmendedDeclarationof Covenants,Conditions,andRestrictionsand
the “By-Laws of PonderosaPines RanchPropertyOwnersAssociation,Inc,”and to actively
dischargehis/herdutiesfor thiscorporation.

No Member may stand for election to the Board of Directors,who is not in
compliancewith items“a” and“b” aboveatthetimetheannualmeetingis announcedandloratthe
time theelectionis held,normaytheybe appointedto fill avacancyon theBoardof Directors,if
atthetime oftheirappointment,theyarenot in compliancewith items“a” and“b” above.



(c) Tenure. The Directorsshall eachhold office for threeyears,exceptthat at thefirst
electionof Directorsfollowing the adoptionoftheseBy-Laws,anddependingon thenumberof
positionsup for election,thepersonreceivingthefirst, secondandthird largestnumberofvotesas
DirectorsatlargeshallholdofficeasDirectors,respectively,forthreeyears,two yearsandoneyear.
If four or moreDirectorpositionsareup for electionat the first annualmeetingfollowing the
adoptionoftheseBy-Laws,thepersonreceivingthelowestnumberofvoteswill serveforoneyear,
thepersonsreceivingthesecondandthird lowestnumberof voteswill servefor two years,andall
otherpersonselectedatthattimewill servefor threeyears.However,if thedirector’stermexpires,
thedirectorshallcontinueto serveuntil themembershaveelectedandqualifiedasuccessororuntil
thereis adecreasein thenumberof directors.

Section3.3 Removalof Directors

A directormayberemoved,with orwithoutcause,if amajorityofthemembersoftheboard
ofdirectorspresentata duly constitutedmeetingvotesfor theremoval.Likewise,adirectormaybe
removedby the membersby a two-thirds majority votepresentat aduly constitutedmeetingto
removedirectors.Removalis effectiveonly if it occursatameetingcalledfor thatpurpose.Notice
mustbe sentto all membersanddirectorsthata purposeof themeetingis removal.

Section3.4 Boardof DirectorVacancies

If avacancyoccurson theboardofdirectors,includingavacancyresultingfrom an increase
in thenumberofdirectors,thedirectorsmayfill thevacancy.

If thedirectorsremainingin officeconstitutefewerthanaquorumoftheboard,theymayfill
thevacancyby theaffirmativevoteofamajorityof all thedirectorsremainingin office.

If adirectorresignseffectiveataspecificlaterdate,thedirectorsmayfill thevacancy,before
thevacancyoccurs,but thenewdirectormaynot takeofficeuntil thevacancyactuallyoccurs.

Whenthedirectorselecta directorto fill a vacancy,thedirector’s termexpiresatthenext
membershipmeetingatwhich memberselectdirectors.

Section3.5 Ex-Officio Membersof theBoard

Theofficersandexecutivedirectorsormanagersofthecorporationshallserveasnon-voting,
ex-officio membersof the board. They are membersby virtue of theiroffice. Eachex-officio
memberofficerordirectormayattendboardmeetingsandparticipatein discussion;however,each
ex-officio membershall be entitled to one vote only if the individual is a regularlyelectedor
appointedboardmember.



Section3.6 Regular Meetingsof theBoard ofDirectors

Theboardofdirectorsshallholdaregularmeetingimmediatelyafter,andatthesameplace
as,theannualmembershipmeeting.Nonoticeofthemeetingotherthanthis bylawis required.The
boardofdirectorsmayprovide,by resolution,the date,timeandplace(which shallbewithin the
countywherethe company’sprincipal office is located)of additional regularmeetings. Regular
boardof directormeetingsmaybeheldby electronicmedia.

Section3.7 SpecialMeetingsof the Board of Directors

Thepresidingofficeroftheboard,thepresident,or20%ofthedirectorsthenin office may
call andgivenoticeofspecialmeetingsoftheboardofdirectors.Thoseauthorizedto call special
boardmeetingsmayfix anyplacewithin thecountywherethecorporationhasits principaloffice
asthespecialmeetingplace. Specialboardofdirectormeetingsmaybeheldby electronicmedia.

Section3.8 Board ofDirector Meetingsby Electronic Media

If, authorizedby theboardofdirectors,theboardof directorsoranydesignatedcommittee
of thecorporationmayparticipatein aboardor committeemeetingby meansofelectronicmedia,
suchasatelephonicconferencecall, orvideoconferencing,or similarcommunicationsequipment,
providedall personsentitledto participatein themeetingreceivedpropernoticeoftheelectronic
meeting,andprovidedall personsparticipatingin themeetingcanheareachotheratthesametime.
A directorparticipatingin electronicconferencingis deemedpresentin personatthemeeting.The
chairpersonofthemeetingmayestablishreasonablerulesasto conductingthemeetingbyelectronic
media.

Section3.9 Noticeof, and Waiver ofNoticefor, SpecialDirector Meetings

(a)Notice. Thecorporation’ssecretaryshallgiveeitheroralorwrittennoticeof anyspecial
directormeetingat least2 daysbeforethemeeting.Thenoticeshallincludethemeetingplace,day
andhour. If themeetingis to beheldby electronicmedia,(regardlessof whetherit is regularor
special),thesecretarymustprovide instructionsfor participatingin theelectronicconferencing.

(b) EffectiveDate. If mailed,noticeof any directormeetingshallbe deemedto be effective
at theearlierof:

(1) 5 daysafterdepositedin theUnitedStatesmail, addressedto thedirector’sbusiness
office, with postageprepaid;or

(2) the dateshownon thereturnreceipt(if sentby registeredorcertifiedmail, return
receiptrequested,andthereceiptis signedby oron behalfofthedirector);or

(3) thedatewhenreceived.



(c) WaiverofNotice. Any directormaywaivenoticeof any meeting. Thewaivermustbe in
writing, signedby thedirectorentitledto thenotice,andfiled with theminutesorcorporaterecords.

A director’sattendanceat ameetingwaivesthedirector’sright to objectto lackofnoticeor
defectivenoticeofthemeeting;this shallbetrueunlessthedirector,atthebeginningofthemeeting
(orpromptlyuponarrival),objectsto holdingthemeetingortransactingbusinessatthemeeting,and
doesnot votefor or assentto actiontakenatthemeeting.

Neitherthe secretarynor directorneedsto specify in the notice or waiver of noticethe
businessto betransactedat, or thepurposeof, anyspecialboardmeeting.

Section3.10 DirectorQuorum

A majority of the numberof directorsshall constitutea quorum for the transactionof
businessatanyboardofdirectormeeting.

I

Section3.11 Directors,Manner ofActing

(a) RequiredNumberto ConstituteAct. Theactof amajorityofthedirectorspresentat a
meetingat which a quorumis present(whenthevote is taken)shall be the actof the boardof
directors.If no quorumis presentata meetingofdirectors,thedirectorsmaynot takeactionon any
boardmatterotherthanto adjournthemeetingto a laterdate.

(b) DirectorApprovaL Thecorporationshalldeemadirectorto haveapprovedofanaction
takenif thedirectoris presentat ameetingoftheboardunless:

(I) thedirectorobjectsat thebeginningof themeeting(or promptly upon arrival) to
holdingit or transactingbusinessatthemeeting;or

(2) thedirector’sdissentorabstentionfrom theactiontakenis enteredin theminutesof
themeeting;or

(3) thedirectordeliverswrittennoticeofdissentorabstentiontothepresidingofficerof
the meeting before its adjournmentor to the corporation immediately after
adjournmentofthemeeting. Theright ofdissentorabstentionis notavailableto a
directorwho votesin favoroftheactiontaken.



USection3.12 Conduct of Board ofDirector Meetings

Thepresident,orinthepresident’sabsence,thevice-president,orin theirabsence,anyperson
chosenby thedirectorspresentshallcall themeetingof thedirectorsto orderandshallactasthe
chairpersonofthemeeting. Thechairperson,orthechairperson’sdesignee,shallestablishrulesof
themeetingthatwill freelyfacilitatedebateanddecisionmaking. Thechairpersonwill indicatewho
may speak when and when a vote will be taken. The secretary of the corporation shall act as the
secretary of all meetings of the directors, but in the secretary’s absence, the presiding officer may
appoint any other person to act as the secretary of the meeting.

Section3.13 Director Action Without a Meeting

The directors may act on any matter generally required or permitted at a board meeting,
without actually meeting, if: all the directors take the action, each one signs a written consent
describing the action taken, and the directors file all the consents with the records of the corporation.
Action taken by consents is effective when the last director signs the consent, unless the consent
specifies a different effective date. A signed consent has the effect of a meeting vote and maybe
referred to as a meeting vote in any document.

Section3.14 Director Committees

(a) CreationofCommittees.The board of directors maycreate one or more committees and
appoint members of the board to serve on them. Each committee must have 2 or more directors, who
serve at the pleasure of the board of directors.

(b) SelectionofMembers.To createacommitteeandappointmembersto it, theboardmust
acquire approval by the majority of all the existing directors when the action is taken.

(c) Required Procedures. Sections3.6,3.7,3.8,3.9, 3.10, 3.11,3.12,3.13 and3.l4ofthis
Article III, which govern meetings, notice and waiver of notice, quorum and voting requirements,
conduct of the board of directors, and action without meetings apply to committees and their
members. In addition, the committees shall keep regular minutes of their proceedings and report the
same to the board of directors. The committees are subject to all the procedural rules governing the
operation of the board itself

(d) Authority. Each committee may exercise the specific board authority which the board
of directors confers upon the committee in the resolution creating the committee. Provided,
however, a committee may not:

(1) approve or recommend to members dissolution, merger, or the sale, pledge, or
transfer of all or substantially all of the corporation’s assets;



(2) elect, appoint, or remove directors or fill vacancies on the board of directors or on
any of its committees; or

(3) adopt, amend, or repeal the articles or bylaws.

(e) Audit Committee. The board of directors, by resolution adopted by the affirmative vote
of a majority of the directors then in office, may create an audit committee consisting of 3 or more
directors designated by the board of directors, but not employed by the corporation. The committee
shall have the power to appoint, oversee, and assist accountantsorauditorsin anyauditorreview
of the records of the corporation.

Section 3.15 Compensation, Loans to, or Guarantees for Directors

(a) Director Compensation. The board of directors may, upon approval of the majority of
that board, pay each director expenses, if any, of attendance at each board meeting or committee
meeting of the board. The directors shall not be paid a salary or fee for attending the meeting. A
director may, however, serve the corporation as an employee and receive compensation.

(b) Loans to or Guarantiesfor Directors. The corporation may not lend money to or
guarantee the obligation of a director of the corporation.

Section 3.16 Standard of Conduct

A Director shall discharge his duties as a Director, including his duties as a member of a
committee in good faith and with the care an ordinarily prudent person in a similar position would
exercise under similar circumstances and in a manner the director reasonably believes to be in the
best interests of the corporation. In discharging his duties, a director is entitled to rely on
information, opinions, reports, or statements, including the financial statements and other financial
data, if prepared or presented by one or more officers or employees of the corporation whomthe
director reasonably believes to be reliable and competent in the matters presented; or an attorney,
public accountants, or other persons with regard to matters the director reasonably believes are
within the person’s professional or expert competence; or a committee of the board of which the
director is not a member, as to matters within its jurisdiction, if the director reasonably believes the
committee merits confidence.

A director is not acting in good faith if the director has knowledge concerning the matter in
question that makes reliance set forth above unwarranted.

A director is not liable to the corporation, any member, or any other person for any action
taken or not taken as a director if the director acted in compliance with this paragraph.



Section3.17 Conflict ofInterest

A conflict of interest transaction is a transaction with the corporation in which a director of
the corporation has a direct or indirect interest. A conflict of interest transaction is not voidable or
the basis for imposing liability on the director if the transaction was fair at the time it was entered
into or is approved by the corporation. A director has an indirect interest in a transaction if another
entity in which the director has a material interest or in which the director is a general partner is a
party to the transaction; or another entity of which the director is a director, officer, or trustee is a
party to the transaction. A conflict of interest transaction is authorized, approved, or ratified, if it
receives the affirmative vote of a majority of directors on the board or on the committee who have
no direct or indirect interest in the transaction.

Section 3.18 Specific Duties of the Board of Directors

It shall be the duty of Directors to uphold and enforce the protective covenants of Ponderosa
Pines Subdivision as they now exist and as they shall be amended, to follow the provision of this
corporation as expressed in the Articles of Incorporation, By Laws, and Resolutions of the Board
of Directors, and to establish the policies and programs of this Corporation to further the purpose
of this Corporation.

ARTICLE IV. OFFICERS

Section4.1 Number of Officers

The officers of the corporation shall be a president, a vice president, a secretary, and a
treasurer. The board of directors shall appoint each of these officers. The board may appoint other
officers and assistant officers, including a vice-president, if it deems it necessary. If the board of
directors specifically authorizes an officer to appoint one or more officers or assistant officers, the
officer may do so. The same individual may simultaneously hold more than one office in the
corporation.

Officers must at all times comply with the following qualifications:

a. An Officer must be a Mernber in Good Standing.
b. An Officer cannot be a party named in a current Covenant Violation or Delinquent

Assessment enforcement action, litigation or lawsuit brought by the Association or its’ assigns.
c. Upon being appointed, an Officer must commit in writing to uphold and enforce the

protective covenants of Ponderosa PinesSubdivision,astheyexistandastheymaybeamended,and
the Articles of Incorporation, By laws,andResolutionsoftheBoardofDirectorsofthis Corporation.



Section4.2 Appointment and Term of Office

The board of directors shall appoint officers of the corporation for a term that the board
determines. If the board does not specify a term, the officers shall hold office for one year or, within
that year, until they resign, die or are removed in a manner provided in section 4.3 of Article IV.

A designation of a specified term does not grant to the officer any contract rights, and the
board can remove the officer at any time prior to the termination of the designated term.

Section 4.3 Removal of Officers

The board of directors may remove any officer or agent any time, with or without cause. The
removal shall be without prejudice to the contract rights, if any, of the person removed. A board’s
appointment of an officer or agent shall not of itself create contract rights.

Section 4.4 President

The president shall be the principal executive officer of the corporation. The president shall
be subject to the control of the board of directors, and shall in general supervise and control, in good
faith, all of the business and affairs of the corporation. The president shall, when present, preside
at all meetings of the members and of the board of directors. The president may sign, with the
secretary or any other proper officer of the corporation that the board has authorized, corporation
deeds, mortgages, bonds, contracts, or other board authorized instruments.

Section 4.5 The Vice-President

If the board of directors appoints a vice-president, the vice president shall perform, in good
faith, the president’s duties if the president is absent, dies, is unable or refuses to act. If the vice-
president acts in the absence of the president, the vice-president shall have all presidential powers
and be subject to all the restrictions upon the president. (If there is no vice-president or the vice

president is unable or refuses to act, then the secretary shall perform the presidential duties.) The
vice-president shall perform any other duties that the president or board may assign to the vice-
president.

Section 4.6 The Secretary

The secretary shall in good faith: (1) create and maintain one or more books for the minutes
of the proceedings of the members and of the board of directors; (2) provide that all notices are
served in accordance with these bylaws or as required by law; (3) be custodian of the corporate
records; (4) when requested or required, authenticate any records of the corporation; (5) keep a



current register of the post office address of each member; and (6) in general perform all duties
incident to the office of secretary and any other duties that the president or the board may assign to
the secretary.

Section 4.7 The Treasurer

The treasurer shall: (I) have charge and custody of and be responsible for all funds and
securities of the corporation; (2) receive and give receipts for moneys due and payable to the
corporation from any source, and deposit all moneys in the corporation’s name in banks, trust
companies, or other depositaries that the board shall select; (3) submit the books and records to a
Certified Public Accountant or other accountant for annual audit or review; and (4) in general
perform all of the duties incident to the office of treasurer andanyotherdutiesthatthepresidentor
board may assign to the treasurer. If required by the board of directors, the treasurer shall give a
bond for the faithful performance of the treasurer’s duties and as insurance against the
misappropriation of funds. If a bond is required, it shall be in a sum and with the surety or sureties
that the board of directors shall determine.

Section 4.8 Assistant Secretaries and AssistantTreasurers

The assistant secretaries and assistant treasurers, in general, shall perform the duties that the
secretary or treasurer, respectively, or the president or board may assign to them. The assistant
treasurers shall, if required by the board, give bonds for the faithful performance of their duties and
as insurance against the misappropriation of funds; the bond shall be in sums and with the sureties
that the board of directors shall determine.

Section 4.9 Salaries,Loans to, or Guaranteesfor Officers

The board of directors may fix and or adjust salaries of the officers from time to time. The
corporation maynot lend money to or guarantee the obligation of an officer of the corporation.

ARTICLE V. CONTRACTS, LOANS, CHECKS AND DEPOSITS;
SPECIAL CORPORATE ACTS

Section 5.1 Contracts

Theboardofdirectorsmayauthorizeanyofficerorofficers,agentoragents,to enterinto any
contract or execute or deliver any instruments in the name of and on behalf of the corporation and
such authorization may be general or confined to specific instruments.



Section5.2 Loans

The corporation shall not allow anyone to contract on behalf of it for indebtedness for
borrowed money unless the board of directors authorizes such a contract by resolution. The
corporation shall not allow anyone to issue evidence of the corporation’s indebtedness unless the
board of directors authorizes the issuance by resolution. The authorization may be general or
specific.

Section 5.3 Checks, Drafts, etc.

All checks, drafts, or orders for the payment of money, notes or other evidences of
indebtedness issued in the name of the corporation, shall be signed by such officer or officers, agent
or agents of the corporation, and in such manner as shall be from time to time determined by
resolution of the Board of Directors but in all cases must immediately be signed by two officers
andlor two directors. In the absence of such determination by the Board of Directors, such
instruments shall be signed by the Treasurer or an assistant Treasurer and countersigned by the
President or Vice-President of the corporation.

Section 5.4 Deposits

The treasurer of the corporation shall deposit all funds of the corporation, that are not being
used, in banks and other depositories; the board of directors shall authorize by board resolution the
exact location of the banks and depositories.

Section 5.5 Voting of Securities Owned by this Corporation

(a) GeneraL Subject to the specific directions of the board of directors, any shares or other
securities issued by another corporation and owned or controlled by this corporation may be voted
at any meeting of security holders of the other corporation by the president of this corporation who
may be present.

(b) Proxy. Whenever, in the judgement of the president, or in the president’s absence, the
vice-president, it is desirable for this corporation to execute a proxy or written consent in respect to
any shares or other securities issued by any other corporation and owned by this corporation, the
president or vice-president of this corporation, acting in the name of this corporation, shall execute
the proxy or written consent. The president or vice-president will not need the authorization of the
board to take this action. Nor will the president or vice president need to affix a corporate seal,
countersignature or attestation by another officer. Any person or persons designated in this
subsection as the proxy or proxies of this corporation shall have the full right, power, and authority
to vote the shares or other securities issued by the other corporation and owned by this corporation
the same as the shares or other securities might be voted by this corporation.



ARTICLE VI. INDEMNIFICATION OF DIRECTORS, OFFICERS
AGENTS, AND EMPLOYEES

Section6.1 Indemnification of Directors

(a) General. An individual made a partyto a proceeding because the individual is or was a
director of the corporation may be indemnified against liability incurred in the proceeding, but only
if the indemnification is both:

(1) determined permissible and

(2) authorized, as defined in subsection (b) of this section 6.1 (The indemnification is
further subject to the limitation specified in subsection (d) of section 6.1.)

(b) DeterminationandAuthorization. The corporation shall not indemnify a director
under section 6.1 of Article VI unless:

(1) Determination. Determination has been made in accordance with
procedures set forth in the Montana Nonprofit Corporation Act that
the director met the standard of conduct set forth in subsection (c)
below, and

(2) Authorization. Payment has been authorized in accordance with
procedures listed in the Montana Nonprofit Corporation Act based on
a conclusion that the expenses are reasonable, the corporation has the

financial ability to make the payment, and the financial resources of
the corporation should be devoted to this use rather than some other
use by the corporation.

(c) StandardofConduct The individual shall demonstrate that:

(I) the individual acted in good faith; and

(2) the individual reasonably believed:

(i) in acting in an official capacity with the corporation, that the individual’s
conduct was in the corporation’s best interests;

(ii) in all other cases, that the individual’s conduct was at least not opposed to the
corporation’s best interests; and

(iii) in the case of any criminal proceeding, that the individual had no reasonable

cause to believe that the conduct was unlawful.



A director’s conduct with respect to an employee benefit plan for a purpose the director
reasonably believed to be in the interests of theparticipantsin orbeneficiariesoftheplan is conduct
that satisfies the requirement of subsection (c)(2)(ii).

The termination of a proceeding by judgment, order, settlement, conviction, or upon a plea
of nob contendere or its equivalent, is not, of itself, a determination that the director did not meet
the standard of conduct described in this section.

(d) No indemn(fIcationPermittedin Certain Circumstances.The corporation shall not
indemnify a director under section 6.1 of Article VI if:

(I) the director was adjudged liable to the corporation in a proceeding by or in the right
of the corporation; or

(2) the director was adjudged liable in any other proceeding charging that the director
improperly received personal benefit, whether or not the individual acted in an
official capacity.

(e) Indemnification Limited. Indemnification permitted under section 6.1 of Article VI in

connection with a proceeding by the corporation or in the right of the corporation is limited to the
reasonable expenses incurred in connection with the proceeding.

Section 6.2 AdvanceExpensesfor Directors

Thecompanymaypay for orreimburse,in advanceof final dispositionoftheproceeding,
the reasonable expenses incurred by a director who is a party to a proceeding if:

(1) by following the procedures of the Montana Nonprofit Corporation
Act the board of directors determined that the director met
requirements (3)-(5) listed below; and

(2) the board of directors authorized an advance payment to a director;
and

(3) the director has furnished the corporation with a written affirmation of the director’s
good faith belief that the director has met the standard of conduct described in section
6.1 of Article VI; and

(4) the director has provided the corporation with a written undertaking, executed
personally or on the director’s behalf, to repay the advance if it is ultimately
determined that the director did not meet the standard of conduct; the director’s
undertaking must be an unlimited general obligation, but need not be secured, and



the corporation may accept the undertaking without reference to financial ability to
make repayment; and

(5) the board of directors determines that the facts then known to it would not preclude
indemnification under section 6.1 of this Article VI or the Montana Nonprofit
Corporation Act.

Section 6.3 Indemnification of Officers, Agents and Employees

The board of directors may choose to indemnify and advance expenses to any officer,
employee, or agent of the corporation applying those standards described in sections 6.1 and 6.2 of
Article VI.

Section 6.4 Mandatory Indemnification

Notwithstanding any other provisions of these bylaws, the corporation shall indemnify a
director or officer, who was wholly successful, on the merits or otherwise, in the defense of any
proceeding to which the director or officer was a party because he or she is or was a director or
officer of the corporation, against expenses incurred by the director or officer in connection with the
proceeding.

ARTICLE VII. PROHIBITED TRANSACTIONS

Section7.1 Prohibited Transactions

(a) Prohibition AgainstSharingin Corporation Earnings. No member, director, officer,
employee, committee member, or person connected with the corporation shall receive at any time
any of the net earnings or pecuniary profit from the operations of the corporation; provided that this
shall not prevent the corporation’spaymentto anypersonofreasonablecompensationfor services
rendered to or for the corporation in effecting any of its purposes as determined by the board of
directors.

(b) Prohibition Against Issuance of Stock, Dividends, Distributions. The corporation shall
not have or issue shares of stock. No dividends shall be paid. No part of the income or assets of the
corporation shall be distributed to any of the persons listed in section 7.1(a) without full
consideration. The corporation is prohibited from lending money to guarantee the obbigation of a
director or officer of the corporation. (See sections 3.16(b) and 4.9). No member of the corporation
has any vested right, interest or privilege in or to the assets, property, functions or activities of the
corporation. The corporation may contract in due course, for reasonable consideration, with its
members, trustees, officers without violating this provision.

(c) No PersonalDistributionsUponDissolution.Noneof the persons listed in section 7.1(a)
shall be entitled to share in the distribution of any of the corporation’s assets upon the dissolution



of the corporation. All members of the corporation are deemed to have expressly agreed that, upon
the dissolution or the winding up of the affairs of the corporation, whether voluntary or involuntary,
the assets of the corporation, after all debts have been satisfied, then remaining in the hands of the
board of directors, shall be distributed, transferred, conveyed, delivered, and paid over exclusively
to the organization or organizations as the board of directors maydesignate. Receiving organizations
must be organized and operated exclusively for charitable, education, religious or scientific purposes
and at the time qualify as an exempt organization or organizations under section 501(c)(3) of the
Internal Revenue Code of 1986 as it now exists or may later be amended.

(d) Other Prohibitions. Neither the corporation, nor its directors, nor its officers have any
power to cause the corporation to do any of the following with Related Parties:

(1) make any substantial purchase of securities or other property, for more than adequate
consideration in money or money’s worth;

(2) sell any substantial part of its securities or other property, for less than an adequate
consideration in money or money’s worth.

For the purpose of this subsection, Related Parties means any person who has made a substantial
contribution to the corporation, or with a brother, sister, spouse, ancestor, or lineal descendant of the
person giving, or with a corporation directly or indirectly controlled by the person giving.

Section7.2 Prohibited Activities

Notwithstanding any other provisions of these bylaws, no member, director, officer,
employee or representative of this corporation shall take any action or carryon any activity by or on
behalf of the corporation not permitted to be taken or carried on by an exempt organization under
section 50 l(c)(3) of the Internal Revenue Code of 1986 and its regulations as they now exist or as
they may later be amended, or by an organization, contributions to which are deductible under
section 170(d)(2) of the Internal Revenue Code of 1986 and regulations as they now exist or as they
may later be amended.

Section 7.3 Purchaseof Memberships

The corporation may not purchase any of its memberships or any right arising from
membership.

Section7.4 Corporate Funds Used For Indemnification.

Corporate funds maybe used to benefit officers and directors by way of indemnification, but
only if such indemnification is authorized by Article VI of these bylaws.



ARTICLE IX. FINANCES

Section8.1. Budget

Prior to the annualmembership meeting, the Board of Directors will cause a proposed
budget for the forthcoming year to be prepared. A copy of that budget, with any explanation deemed
desirable by the Board, shall be sent to each Member with the notice of the meeting.

The proposed budget shall be considered at the annual meeting of the members. Members
not present may make their views known by writing to the secretary prior to the meeting.

It shall be the duty of the Board of Directors at a meeting held immediately after the annual
meeting of the Members to adopt a budget, having first ascertained the sense of the Members at the
annual meeting.

Section 8.2. Balanced Budget

The budget as proposed and as adopted shall provide in anticipated revenues adequate funds
to pay all anticipated expendituresduring thesameperiod.

Section 8.3. Determination of Assessments

The Board of Directors shall determine a fair and equitable method of assessing Members
an annual amount for the payment of budgeted and extraordinary expenditures;the Board shall,
utilizing such method, establish such assessment for each lot in the Subdivision;theBoardshall
notify the owners and purchasers of each lot of the assessment and the Board shall indicate how and
when such assessment shall be paid.

Section 8.4. Member Accounts Past Due

A Member account is deemed “Past Due” when the balance, or any part of it, remains
unpaid 90 calendar days after the published “Due Date.”

Section 8.5. Unpaid Assessments Lienable

The Board of Directors may cause a lien to be placed against the interest of any owner or
purchaser of a lot in the Subdivision for the amount of any assessment or other fees remaining
unpaid 90 days after the published due date. All costs and expenses incurred by the Association or
its’ assigns in collecting past due assessments or other fees, including the Association’s reasonable
attorney fees, shall constitute a lien against the interest of any owner or purchaser of a lot in the
Subdivision, such liens to be enforceable by sale under the laws of the State of Montana.



Section8.6. SpecialAssessments U MU A Lu lii Li

In addition to the annual assessment hereinabove provided, the Board of Directors maymake
special assessments to provide for emergencies.

The Board of Directors may require special assessments for lots deriving special or unequal
benefits.

ARTICLE IX. PROTECTIVE COVENANTS

Section9.1. Enforcement of ProtectiveCovenant

The Association acknowledges the existence of certain protective covenants applicable to
the Subdivision which covenants have heretofore been recorded by the Developer, and which
covenants were subsequently amended by the Association, said covenants being hereby incorporated
and made a part of these By-Laws by reference.

The Association hereby assumes the right to enforce the said protective covenants.

All costs and expenses of such enforcement shall be deemed proper items for inclusion as
expendituresfor which assessmentsshall be required. All costs and expensesincurredby the
Associationin theenforcementoftheprotectivecovenants,includingtheAssociation’sreasonable
attorneyfees,shall constitutea lien againstthe interestof any lot owneror lot purchaseragainst
whomsuch enforcement actionwastaken,suchliensto beenforceableby saleunderthelawsofthe
State of Montana.

ARTICLE XI. CALENDARYEAR

The corporate year of the corporation shall be calendar year which shall begin on the 1st day
of January and end on the 31st day of December of each year.

ARTICLE XII. AMENDMENT OF BYLAWS

These Bylaws maybe altered, amended or repealed, and new Bylaws may be adopted by a
majority vote of the members in person or by proxy at any special meeting called for that purpose
and where the notice of the meeting contains a copy of the proposed amendments.

KNOWALL MEN BY THESE PRESENTS,that we, the undersigned Directors and

Secretary of the corporation known as and called PONDEROSA PINES RANCH
PROPERTY OWNERS ASSOCIATION, INC. a non-profit corporation,do hereby
certify that the above and foregoing Bylaws were duly adopted as the Bylaws of said corporation on
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ne ~2/ dayof Othk2JM~ 2000,andthatthesamedo nowconstitutetheBylawsofsaid
corporation.

CT~rSQ
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/ Director

D rector

Secretary

Director

L~a
Uirec~r~
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