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DECLARATIONS, RESTRICTIONS,
PROTECTIVE COVENANTS AND CONDITIONS
FOR
LANE KNOLLS ESTATES

This pDeclaration of Covenants, conditions, and
pestrictions is made this _zst day of JAwary ,
1988, by WARD ROAD PARTNERS, a partnership, hereinafte¥ referre

to as "Declarant".

WHEREAS, Declarant is the owner of the real property
described in Exhibit "A", attached hereto and incorporated herein
by reference. Declarant intends by this pDeclaration to impose
upon the Properties mutually beneficial restrictions under a
general plan of improvement for the penefit of all owners oOf
residential property within LANE KNOLLS ESTATES, the planned unit
development made subject to this pDeclaration and amendments
thereto by the recording of this Declaration.

NOW, THEREFORE, Declarant hereby declares that all the
Properties described in Exhibit "A" and any additional property
as may by subsequent amendment be added tc and subjected to this
peclaration shall be held, sold, and conveyed subject to the
following easements, restrictions, covenants, and conditions
which are for the purpose of protecting the value and
desirability of and which shall run with the real property
subjected to this peclaration and which shall be pinding on all
parties having any right, title, or interest in the described
Properties or any part thereof, their |heirs, successOrs,
successors—-in-title, and assigns, and shall jnure to the benefit
of each owner thereof.

AR™ICLE I: DEFINITIONS

Section 1. "Additional Land® shall mean and refer %o
additional real property subject to Declarant’s unilateral right
of annexation as provided elsewhere in this Declaration, which
property is more particularly described in Exhibit "B"; attached

hereto and incorporated throughout this Declaration by reference.

Section 2. "Area of Common Responsibility” shall mean and
refer to the Common Area;

Section 3. "Bylaws" shall refer to the Bylaws of
TANE KNOLLS ESTATES ASSOCIATION, IRC.

~Section 4. ncommon Area" shall mean all real and personal
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property now or hereafter owned by the Association for the common
use and enjoyment of the Owners.

Section 5. "Common Expenses" shall mean and include the
actual and estimated expenses of operating the Association,
including any reasonable reserve, all as may be found to be
necessary and appropriate by the Board pursuant to the
Declaration, the Bylaws, and the Articles of Incorpeoration of the
Association.

Section 6. "Eligible Mortgage Holder"™ shall mean a holder,
insurer, or guarantcr of a first mortgage orn a unit who has
requestad notice of certain matters from the Association as
hereinafter and in the Association’s By-laws provided.

Section 7. "Eligible Votes" shall mean those votes
available to be cast on the issue at hand. A vote which is for
any reason suspended is not available to be cast.

Section 8. ®"Lot" shall mean a portion of the Properties
other than the Common Area intended@ for any type of independent
ownership and use as may be set out in this Declaration and as
shall be showa on the plats filed with this Declaration cr
amendments thereto. Where the context indicates or requires, the
term Lot includes any structure on the Lot.

Section 9. "Majority" means those eligible votes, Owners,
or other groups as the context may indicate totalling more than
fifty (50%) percent of the total eligible number.

Section 10. "Member" shall mean and refer to a person or
entity entitled to membership in the Association, as provided
herein.

Section 11. "Mortgage™ means any mortgage, deed to secure
debt, and any and all other similar instruments wused for the
purpose of conveying or encumbering real property as security for
the payment. or satisfaction of an obligation.

Section 12. "Mortgagee” shall include a beneficiary or
holder of a deed of trust, as well as a mortgagee.

Section 13. "Mortgagor™ shall include the trustor of a deed
of trust, as well as a mortgagor.

Section 14. "Owner"” shall mean and refer to the record
owner, whether one or more persons or entities, of any Lot which
is part of the Properties, but excluding any party holding the
fee simple title merely as security for the performance of an
obligation. Owner shall include the Declarant.
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Section 15. "Person" means a hatural person, a corporation,
a partnership, trustee, or other legal entity.

Section 16. "Property or Properties" shall mean and refer
to the real property described on page one of this Declaration
and such additional real property as may be added in accordance
with Article VIII comnsisting of lots.

Section 17. "Subsequent Amendment" shall mean an amendment
to this Iieclaration which adds additional property to that
covered by this Declaration. Such Subsequent Amendment may, but
is not required to impose, expressly or by reference, additional
restrictions and obligations on the land submitted by that
Amendment to the provisions of this Declaration.

ARTICLE II: PROPERTY RIGHTS

Section 1. OWNER’S EASEMENT OF ENJOYMENT. Every Owner shall
have a right and easement of ingress and egress, use and
enjoyment in and to the Common Area wnich shall be appurtenant to
and shall pass with the title to every Lot, subject to the
following provisions:

(a) The right of the Declarant, with regard to the
Properties which may b»be owned for the purpose of
development, to grant <casements in and to the Common
Area contained within the respective Properties to any
public agency, authority, or utility for such purposes
as benefits only the Properties or portions thereof and
owners or Lots contained therein;

(b) The right of the Association to borrow money
for the purpose of improving the Common Area, or any
portion thereof, for acquiring additional Common Area,
or for constructing, repairing, or improving any
improvements located or to be located thereon, and to
give as security for the payment of any such loan a
mortgage conveying all or any portion of the common
Area, provided eighty percent (80%) of each Class of
members present at a meeting called for such purpose
shall approve; provided, however, the lien and
encumbrance of any such mortgage given by the
Association shall be subject and surordinate to any and
all rights, interests, options, easements, and
privileges reserved or established in this Declaration
for the benefit of Declaration or any Owner, or the
holder of any mortgage, irrespective of when executed,
given by Declarant or any Owner encumbering any lot or
other property located within LANE KNOLLS ESTATES; and
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(¢} The right of the Association to dedicate or
transfer all or any portion of the Common Area to any
public agency, authority, or utility for such purposes
and subject to such conditions as may be agreed to Ly
the members of the Association. No such dedication or
transfer shall be effective unless an instrument
agreeing to such dedication or transfer hLas been
approved (i) by at jeast two-thirds 2/3) of the votes
which those Class A members of the Association which are
present or represented by proxy are entitled to cast at
a meeting duly calied for such purpose, and (ii) by the
Class B member of the Association, so long as such
membership shall exist.

Article II, Section 1(c) may not be amended without the
written consent of Declarant.

Declarant shall convey the Common Area to the
Association upon recordation of this Declaration. Declarant does
not contemplate making any improvements to the Common Area.

Section 2. OWNER’S RIGHT TO INGRESS, EGRESS, AND SUPPORT.
Each Owner shall have the right to ingress and egress over, upon,
and across the Common Area necessary for access to his or her lot
and shall have the right to iateral support for-his or her Lot,
and such rights shall be appurtenant to and pass with the title
to each Lot.

Section 3. USE OF LOTS. Except as may be otl erwise
expressly provided in this Declaration, each Lot shall be used
for residential purposes only; no trade or business of any kind
may be conducted. Lease or rental of a Lot or any building
thereon for residential purposes shall not be considered to be a
violation of this covenant, so long as the lease is in compliance
with reasonable rules and requlations as the Board of Directors
may promulgate. Any lessee or tenant shall in all respects be
subject to the terms and conditions of this Declaration, the
By-laws, and the rules and requlations adopted hereunder.

section 4. RULES AND REGULATIONS. The Board of Directors
may establish reascnable rules and regulations concerning the use
of the Commcn Area, facilities located thereon, and individual
Lots. Copies of such regulations and amendments thereto shall
be furnished by the Association to all Owners prior to the rule’s
effective date. Such regulations shall be binding uvpon the
Owners, their families, tenants, guests, invitees, and agents
antil and unless such regulation, rule, or requirement shall be
specifically overruled, cancelled, or modified by the Board or
the Association in a regular or special meeting by the vote of
Ciass A members holding a majority of the total votes in the
Association and by the vote of the Class B member, so long as
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such membership shzil exist. The Board shall have the authority
to impose reasonable monetary fines and other sanctions, and
monetary fines may be collected by 1lien and foreclosure as
provided in Article X.

ARTICLE III. MEMBERSHIP AND VOTING RIGHTS

Section 1. MEMBERSHIP. Every person or entity who is the
record owner of a fee interest, or contract vendee, in any Lot
that is subject to this Declaration shall be deemed to have a
membership in the Association. Membership shall be appurtenant
to and may not be separated from such ownership. The foregoing
is not intended to include persons who hold an interest merely 2s
security for the performance of an obligation, and the giving of
a security interest shall not terminate the Owner’s membership.
No Owner, whether one or more persons, shall have mor2 than one
(1) membership per Lot owned. In the event the Owner of a Lot
is more than one person or entity, votes and rights of use and
enjoyment shall be as provided herein. The rights and privileges
of membership, including the right to vote, may be exercised by a
Member or the Member’s spouse, but in no event shall more than
one (1) vote for each class of membership applicable to a
particular Lot be cast for each Lot.

Section 2. VOTING. The Aassociation shall have two (2)
classes of membership, Class A and Class B, as follows:

(a) Class A. Class A Members shall be all
Owners with the exception of the Class B Members if any.

Class A Members shall be entitled on all issues to
one (1) vote for each Lot in which +hey hold the
interest required for membership by Section 1 hereof;
there shall be only one (1) vote per Lot; provided,
however, no vote shall be cast or counted for any
Lot not subject to assessment. When more than one
person or entity holds such interest in any let, the
vote for such Lot shall be exercised as these persons or
entities themselves determine and advise the Secretary
of the Association prior to any meeting. In the absence
of such advice, the Lot’s vote shall be suspended in the
event more than one person or entity seeks to exercise
it.

Any Owner of Lots which are leased may, in the
lease or other written instrument, assign the voting
right appurteaant to that Lot to the lessze, provided
that a copy of such instrument is furnished to the
Secretary prior to any meeting.
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(b) Class B. Class B Members shall be the
Declarant and any successor of Declarant who takes title
for the purpose of development and sale and who is
designated as such in a recorded instrument executed by
Declarant. The Class B Member shall originally be
entitled to forty-eight (48) votes; this number shall be
decreased by oOne (1) vote for each Class A Member
existing at any one time. The Class B membership shall
terminate and become converted to Class A membership
upon the happening of the earlier of the following:

(i) Wwhen the total outstanding Class A
votes equal or exceed twenty-five (25);

(ii) January 1, 1994; or

(iii) When in its discretion, the Declarant
so determines.

From and after the happening of these events,
whichever occurs earlier, the Class B Member shall be
deemed to be a Class A Member entitled to one 1) vote
for each Lot in which it holds the interest required for
membership under Section 1 hereof. At such time, the
Declarant shall call a meeting, as provided in the
By-laws of the Assogiation for special meetings, to

advise the membership of the termination of Class B
status.

ARTICLE IV. MAINTENANCE

section 1. ASSOCIATION’S RESPONSIBILITY: The Association
shall maintain and keep in good repair the Area of Common
Responsibility, such maintenance to be funded as hereinafter
provided. This maintenance shall include, but not be limited to,
maintenance, repair and replacement, subject to any insurance
then in effect, of all landscaping and other flora, structures,
and improvements situated upon the Area of Common Responsibility.

Section 2. OWNER’S RESPONSIBILITY: Except as provided in
Section 1 of this Article, all maintenance of the Lot and all
part of the residence thereon shall be the responsibilityv of the
owner, and each Owner shall maintain and keep in good repair such
property and improvements.

ARTICLE V. ANNEXATION OF ADDITIONAL PROPERTY
Section 1. ANNEXATION WITHOUT APPROVAL OF CLASS A

MEMBERSHIP. As the owner thereof or, if not the owner, with the
consent of the owner thereof, Declarant shall have the nnilateral
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right, privilege, and option, from time to time at any time until
December 31, 1992, to subject to the provisions of this
Declaration and the jurisdiction of the Association all or any
portion of the improved and unimproved real property described in
Exhibit "A" attached hereto and by reference made a part hereof
by filing in the Deschutes County, Oregon, records, an amendment
annexing such property. Such amendment to this Declaration shall
not require the vote of Class A members. Any such annexation
shall be effective upon the filing for record of such amendment
unless otherwise provided therein.

Declarant shall have the unilateral right to transfer to
any other person the right, privilege, and option to annex
additional property which is herein reserved to Declarant,
provided that such transferee or assignee shall be the developer
of at least a portion of the real property described in Exhibit
"A", attached hereto, which, at the time of such transfer and
assignment (or contemporaneocusly therewith), is subjected to the
provisions of this Declaraticn.

Section 2. The rights reserved unto Declarant to subject
additional 1land to the Declaration shall rnot be implied or
conctrued so as to impose any obligation upon Declarant to
subject any of such additional and to this Declaration or to the
jurisdiction of the Association nor any obligation, if subjected,
to build housing of the same type, design, or materials. If such
additional land is not subjected to this Declaratiocn, Declarant’s
reserved rights shall not impose any obligation on Declarant to
impose any covenants and restrictions similar to those contained
herein upon such additiocral and, nor shall such rights in any
manner limit or restrict the use to which such additional land
may be put by Declarant or any subsequent owner thereof, whether
such uses are consistent with the covenants and restrictions
imposed hereby or not.

Section 3. ANNEXATION WITH APPROVAL OF CLASS A MEMBERSHIP.
Subject to the consent of the owner thereof, upon the written
consent or affirmative vote of a majority of the Class A Members
other than Declarant of the Association present or represented by
proxy at a meeting duly called for such purpose and of the
Declarant, so long as beclarant owns property subject to this
Declaration or which may become subject in accordance with
Section 1 of this Article, the Association may annex real
property other than that shown on Exhibit "B", and following the
expiration of the right in Section 1, the properties shown on
Exhibit "B"™ to the provisions of this Declaration and the
jurisdiction of the Association by filing of record in the
Official Records of the County of Deschutes, Oregon, a Subsequent
Amendment in respect to the Properties being annexed.

Any such Subsequent Amendmsnt shall be signed by the
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President and the Secretary of the Association, and the owner of
the properties being annexed, and any such annexation shall be
effective upon filing unless otherwise provided therein. The
time within which and the manner in whlch notice of any such
meeting of the Class A Members of the Association, calied for the
purpose of determining whether additional property shall be
annexed, and the quorum required for the transaction of business
at any such meeting, shall be as specified in the By-laws of the
Association for regular or special meetings, as the case may be.

Section 4. ACQUISITION OF ADDITION COMMON AREA. Declarant
may convey to the Association additional real estate, improved or
unimproved, located within the properties described in Exhibits
"A" or "B* which upon conveyance or dedication shall be accepted
by the Association and tnereafter shall be maintained by the
Association at its expense for the benefit of all its Members.

Section 5. AMENDMENT. This Article shall not be amended
without the written consent of Declarant, so 1long as the
Declarant owns any prcperty described in Exhibits "A" or "B",

ARTICLE VI. RIGHTS AND OBLIGATIONS OF THE ASSOCIATION

Section 1. CCMMCN AREA. The Association, subject to the
rights of the Owners set forth in this Declaration, shall be
responsible for the exclusive management and control of the
Common Area and all improvements therein, and shall keep it in
good, <lean, attractive, and sanitary condition, order, and
repair, pursuant to the terms and conditions of this Declaration
and the By-laws.

Section 2. SERVICES. The Association may obtain and pay for
the services of any person cr entity to manage its affairs or any
part thereof, to the extent it deems advisable, as well as such
other personnel as the Association shail determine to be
necessary or desirable for the proper operation of the
Properties, whether such personnel are furnished or employed
directly by the Association or by any person or entity with whom
or with which it contracts. The Association may obtain and pay
for legal and accounting services necessary or desirable in
connection with the operation of the Properties or the
enforcement of this Declaration. The Association may, but shall
not be required to, arrange as an Association expense with third
parties to furnish water, trash colliection, sewer service, and
other common services to each Lot.

Section 3. PERSONAL PROPERTY AWND REAL PROPERTY FOR COMMON
USE. The Association, through action of its Board of Directors,
may acquire, hold, and dispose of tangible and intangible
personal property and real property. The Board, acting on behalf
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of the Association, shall accept any real or personal property,
leasehold, or other property interests located within the
properties described in Exhibit "A" or "B" conveyed to it by the
Declarant.

Section 4. IMPLIED RIGHTS. The Associatior may exercise any
other right or privilege given to 1is expressly by this
Declaration or the By-laws, and every other right or privilege
reasonably to be implied from the existence of any right or
privilege given to it herein or reasorably necessary ¢to
effectuate any such right or privilege.

Section 5. SELF-HELP. In addition to any other remedies
provided for herein, the Association or its duly authorized agent
shall have the power to enter uapon a Unit or any portion of the
Common property to abate or remove, using such force as may be
reasonably necessary, any erection, thing or condition which
violates this Declaration, the By-laws, the rules and
regulations, or the use restrictions. Unless an emergency
situation exists, the Boaré shall give the violating Unit Owner
ten (10) days’ written notice of its intent to exercise
self-help. All costs of self-help, including reasonable
attorney’s fees actually incurred shall be assessed against the
violating Unit Owner and shall be collected as provided for
herein for the collection of assessments.

Section 6. RIGHT OF ENTRY. The Association shall have the
right, in addition to and not in limitation of all the rights it
may have, to enter into units for emergency, security, or safety
purposes, which right may be exercised by the asscciation’s Boarc
of Directors, officers, agents, employees, managers and all
policy officers, firefighters, ambulance personnel, and similar
emergency personnel in the performance of their respective
duties. Except in an emergency situation, entry shall only  be
during reasonable hours and after reasonable notice to the owner
or occupant of the unit.

ARTICLE VII. ASSESSKENTS

Section 1. PURPOSE OF ASSESSMENT. The zssessments provided
for herein shall be used for the general purposes of promoting
the recreation, health, safety, welfare, common benefit, and
enjoyment of the Owners and occupants of Units, including the
maintenance of real and personal property, 2ll as may be more
specifically authorized from time to time by the Board of
Directors.

Section 2. CREATION OF ASSESSMENTS. Each Owner of any Unit,
by acceptance of a deed therefor, whether or not it shall be so
expressed in such deed, covenants and agreesﬂ%gg pay to the
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Association; (a) annual assessments or charges; (b) special
assessments, such assessments to be established and collected as
hereinafter provided; and (c) specific assessments against any
particular Unit which are established pursuant to the terms of
this Declaration, 1nclud1ng, but not limited to, reasonable fines
as may be imposed in accordance with the terms of this
Declaration. All such assessments, together with late charges,
interest, not to exceed the maximum 1legal rate, costs, and
reasonable attorney’s fees actually incurred, shall be charge on
the land and shail be a continuing 1lien wupon the Unit against
which each assessment is made.

Section 3. COMPUTATION OF ASSESSMENT. It shall be the duty
of the Board to prepare a budget covering the estimated costs of
operating the Association during the comlng year, which shall
include a capital contribution or reserve in accordance with a
capital budget separateiy prepared. The Board shali cause the
budget and the assessments to be levied against each Unit for the
following year to be delivered to each mewmber at least thirty
(30) decys prior to the end of the current fiscal year. The
budget and the assessment shall beconre effective unless
disapproved at a meeting by a Majority of the Owners.
Notwithstanding the foregoing, however, in the event the
membership disapproved the proposed budget or the Board fails for
any reason so to determine the budget for the succeeding year,
then and until such time as a budget shall have been determined,
as provided herein, the budget in effect for the then current
year shall continue for the succeeding year.

Section 4. SPECIAL ASSESSMENTS. In addition to the other
assessments authorized herein, the Association may levy special
assessments in any year. So long as the total amount of special
assessments allocable to each Unit does not exceed Five Hundred
Dollars ($500) in any one fiscal year, the Board may impose the
special assessment. Any special assessment which woula cause the
amount of special assessments allocable to any ©Unit to exceed

this limitation shall be effective only if approved by a Majority

of the Class A mnerxbers. Special assessments shali be paid as
determined by the Board, and the Board may permit special
assessments to be paid in installments extending bkeyond the
fiscal year in which the special ass=2ssment is imposed.

Section 5. LIEN FOR ASSESSMENTS. All sums assessed against
any Unit pursuant to this Declaration, together with 1late
charges, interest, costs, and reasonable attorney’s fees actually
incurred, as provided herein, shall be secured by a lien on such
Unit in favor of the Association. Such lien shall be superior to
all other 1liens and encumbrances on such Unit, except for (a)
liens for ad valorem taxes; or (b) liens for all sums unpaid on a

first Mortgage or on any Mortgage to Declarant duly recorded in.
and all ‘amounts.

“thé*land records~of Deschutes County, *Oregon
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advanced pursuant to such Mortgage and secured thereby in
accordance with the terms of such instrument.

All other persons acquiring liens or encumbrances on any
Unit after this Declaration shall have been recorded in such
records shall be deemed to consent that such 1liens or
encumbrances shall be inferior to future liens for assessments,
as provided herein, whether or not prior consent is specifically
set forth in the instruments creating such liens or encumbrances.

Section 6. EFFECT OF NONPAYMENT OF ASSESSMENTS: REMEDIES OF
THE ASSOCIATION. Any assessments which are not paid when due
shall be delinquent. Any assessment deiingquent for a period of
more than ten (10) days shall incur a late charge in an amount as
the Board may from time to time determine. The Association shall
cause a notice of delinquency to be given to any member who has
not paid within ten (10) days following the due date. If the
assessment is not paid within thirty (30) days, a lien, as herein
provided, shall attach and, in addition, the lien shall include
the late charge, interest, not to exceed the maximum legal rate,
on the principal amount due, and all late charges from the date
first due and payable, all costs of collection, reasonable
attorney’s fees actually incurred, and any other amourts provided
or permitted by law. In the event that the assessment remains
unpaid after sixty (60) days, the Associaticn may, as the Board
shall determine, institute suit to collect such amounts and to
foreclose its lien. Each Owner, by acceptance of a deed or as a
party to any other type of a conveyance, vests in the Association
or its agents the right and power to bring all actions against
him or hex, personally, for the collecticn of such charges as a
debt »r to foreclose the aforesaid lien in the same manner as
other 1liens for the improvement of real property. The 1lien
provided for in this Article shall be in favor of the Association
and@ shall be for the benefit of all other Owners. The
Association, acting on behalf of the Owners, shall have the power
to bid on the Unit at any foreclosure sale or to acquire, hold,
lease, mortgage, or ccnvey the unit. No Owner may waive or
otherwise except 1liability for the assessments provided for
herein, including, by way of illustration, but not limitation,
abandonment of the Unit.

All payments shall be applied first to costs and
attorneys’ fees, then to late charges, then to interest, then to
delinquent assessments, then tc¢ any unpaid installments of the
annual assessment or special assessments which are not the
subject matter of suit in the order of their coming due, and then
to any unpaid installments of the annual assessment or special
assessments which are the subject ratter of suit in the order of
their coming due.

_Section 7. RESERVE ACCOUNT AND CONTRIBUTION. The Board of
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Directors shall annvally prepare a capital budget which shall
take into account the number and nature of replaceable assets,
the expected Llife of each assets, and the expected repair or
replacement cost. The Board shall set the required capital
contribution, if any, in an amount sufficient to permit meeting
the projected capital needs of the Association, as shown on the
capital budget, with respect to both amount and timing by annual
assessments over the pericd of the budget. The capital
contribution required shall be fixed by the Board and included
within the budget and assessments, as provided in Section 3 of
this Article. A copy of the reserve account budget shall Dbe
distributed to each member in the same manner as the operating

budget.

Section 8. SUBORDINATION OF THE LIEN TO FIRST DEEDS OF TRUST

' AND FIRST MORTGAGES. The 1lien of the assessments, including

interest, late charges, costs (including attorneys’ fees)
provided for herein, shall be subordinate “to the lien of any
first Mortgage upon any Lot. The sale or ¥ransfer of any Lot
shall not affect the assessment lien. However, the sale or
transfer of any Lot pursuant to judicial or nonjudicial
foreclosure of a first Mortgage shall extinguish the lien of such
assessments as to payments which became due prior to such sale or
transfer. No sale or transfer shall relieve such Lot from lien
rights for any assessments thereafter becoming due. Where the
Mortgagee of a first Mortgage of record or other purchaser of a
SLot obtains title, his or her successors and assigns shall not
be iiable for the share of the common expenses or assessments by
the Association chargeable to such Lot which became due prior to
the acquisition of title to such Lot by such acguirer. Such
unpaid share of common expenses or assessments shall be deemeda to
be common expences collectible from all the Lots, including suczh
acquirer, his or her successors and assigns.

Section 9. CAPITALIZATION OF ASSOCIATION. Upon acquisition
of record title to a Lot from Deciarant, each Owner shall
contribute to the capital of the Association an amount equal to
one-sixth (1/6) of the amount of the general assessment for that
Lot as determined by the Board. This amount shall be deposited
by the buyer into the Purchase and Sales Escrow and disbursed
therefrom to the Associatiocn. '

Section 10. DATE GF COMMENCEMENT OF ANNUAIL ASSESSMENTS. The
annual assessments provided for hersin shall commence as to ail
Units then existing and subject to assessment under  the
Declaration on the first day of the month fcllowing the
conveyance of the first Unit by the Declarant to a Class A member
and shall be due and payable in a manner and on a schedule as the
Board of Directors may provide. The first annual assessment
shall be - adjusted according to the ~number of months then

oy o

remaining in that fiscal year. The date any Unit become subject
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to assessment hereunder shall be the date on which the later of
the following occurs:

(a) The Unit becomes subject to the Declaration:;
or

(b) The appropriate official of Deschutes County,
Oregon, Oregon, issues a certificate of occupancy or
its equivalent stating that the Unit is substantially
complete and available for occupancy.

Section 11. ASSESSMENTS BY DECLARANT.

(a) After the commencement of assessment payments
as to any Unit, Declarant, if any, covenants and agrees
to pay the full amount of the annual assessment for each
occupied Unit it owns; notwithstanding anything
contained herein to the contrary, the Declarant shall be
required to pay only fifth percent (50%; of the annual
assessment for unoccupied Units that it owns.

A (b) Notwithstanding anything to the contrary
herein, the Declarant may contribute assessments due
from it in services or materials or a combination of
services and materials, rather than in money, (herein
collectively called in-kind contribution). The amount
by which monetary assessments shall be decreased as a
result of any in-kind contribution shall be the fair
‘market value of the contribution. If the Declarant and
the Association agree as to the value of any
contribution, the value shall be as agreed. If the
Association and the Declarant cannot agree as to the
value of any contribution, the Declarant shall supply
the Association with a detailed explanaticn of the
service performed and material furnished, and the
Association shall acquire bids for performing 1like
services ana furnishing 1like materials from three
(3) independent contractors approved by the Deciarant
who are in the business of providing such services and
materials. If the Association and the Declarant are
still unable to agree on the value of the contribution,
the value shall be deemed to be the average of the bigds
received from the independent contractors.

ARTICLE VIII. ARCHITECTURAL STANDARDS

The Board of Directors shall have the authorlty and standing,
on behalf of the Association, to enforce in courts of competent
jurisdictions  decisions of either Committee established in
‘ ’ This Article may not
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be amended without the Declarant’s written consent, so long as
the Declarant owns any land subject to this Declaration or
subject to annexation to this Declaration.

No construction, which term shall include within its
definition staking, clearing, excavation, grading, and other site
work, and no plantings or removal of plants, trees, or shrubs
shall take place except in strict compliance with this Section,
until the requirements thereof have been fully met, and until the
approval of the appropriate Committee has been obtained.

Section 1. ARCHITECTURAL REVIEW = COMMITTEE. The
Architectural Review Committee (ARC) shall have exclusive
jurisdiction over all original construction on any portion of the
Properties and jurisdiction over modifications, additions, or
alterations made on or to existing Residential Units and the open
space, if any, appurtenant thereto. The ARC shall prepare and,
on behalf of the Board of Directors, shall promulgate design
guidelines and application procedures. The standards and
procedures shall be those of the Association, and the ARC shall
have sole and full authority to prepare and to amend the
standards and procedures. It shall make botk available to
owners, builders, and developers who seek to engage in
development of or cocnstruction upon all or any portion of the
Prcperties and who shall conduct their operations strictly in
accordance therewith. Until all the Properties contained in
Exhibit "B" have been conveyed to purchasers in the normal course
of development and sale, or until the right of the Declarant to
submit such properties expires, the Declarant retains the right
to appoint all members of the ARC, which shall consist of at
least three (3), but no more than five (5), persons. There shall
be no surrender of this right prior to that time, except in a
written instrument in recordable form executed by Declarant.
Upon the expiration of such right, the Board of Directors shall
appcint the members.’ /

ARTICLE IX. MORTGAGEE RIGHTS

The following provisions are for the benefit of holders,
insurers, or guarantors of first mortgages on Lots in
LANE KNOLLS ESTATES. To the extent applicable, necessary, or
proper, the provisions of this Article XII apply to both this
Declaration and to the By-laws of LANE KNOLLS ESTATES OWNERS
ASSOCIATION, INC. Where indicated, these provisions apply only to
eligible holders, as hereinafter defined.

Section 1. NOTICES OF ACTION. An institutional holders,
insurer, or guarantor of a first mortgage, who provides written
request to the Association (such request to state the name and
address of such "holder, insurer, or guarantor and the unit
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number), (therefdre becoming an eligible holder), will
entitled to timely written notice of:

(2) Any proposed termination of the Association;

(b) Any condemnation 1loss or any casualty loss
which affects a material portion of the Properties or
which affects any Lot on which there is a first mortgage
held, insured, or guaranteed by such eligible holder;

{c) Any delinquency in the payment of assessments
or charges owed by an Owner of a Lot subject to the
mortgage of such eligible holder, insurer, or guarantor,
where such delinquency has continued for a pericd of
sixty (60) days:;

(d) Any lapse, cancellation, or nmaterial
modification of any insurance policy or fidelity bond
maintained by the Association; or

(e) Any proposed action which would requlre the
consent of eligible holders, as required in SEction 2
and 3 of this Article.

be

Section 2. OTHER PROVISIONS FOR FIRST LIEN HOLDERS. To the

extent possible under Oregon law:

(a) Any restoration or repair of the Properties
after a partial condemnation or dgmage due to an
insurable hazard shall be substantially in accordance
with this Declaration and the original plans and
specifications unless the approval of the eligible
holders of first mortgages on Iots to which at least
fifty-one percent (51%) of the votes of Lots, subject to
mortgages held by such eligible holders are allocate“,
is obtained.

(b) Any election to terminate the Association
after substantial destruction or a substantial taking in
condemnation mnust require the approval of the eligible
holders of first mortgages on Lots to which at least
fifty-one percent (51%) of the votes cof Lots, subject to
mortgages held by such eligible holders, are allocated.

Section 3. AMENDMENTS TO DOCUMENTS. The following

~ 15 - DECLARATIONS, RESTRICTIONS, PROTECTIVE

COVENANTS & CONDITIONS [RSL:WARR3)

do not apply to amendments to the constituent
documents or termination of the Association made as a resalt
destrucflon, damage, or condemnation pursuant to Secticn 2(a) and
(b) in this Article, or tc the addition of 1land in accordance
with Article VIII.

Ut o i i bl fm €t e s

P

P




177

(a) The consent of at least seventy-five percent
(75%) of the Class A votes and of the Declarant so long
as it owns any land subject to this Declaratiocn and the
approval of the eligible holders of first mortgages on
units to which at least seventy-five percent (75%) of
the votes of units subject to a mortgage appertain,
shall be required to terminate the Association.

(b) The consent of at least seventy-five percent
(75%) of the Class A votes and of the Declarant soc long
as it owns any land subject to this Declaration and the
approval of eligible holders of first mortgages on Lots
to which at least fifty-one percent (51%) of the votes
of Lots subject to a mortgage appertain, shall be
required materially to amend any provisions of the
Declaration, By-laws, or Articles of Incorporation of
the Association, or to add any material provisions
thereto, which establish, provide for, govern, Or
regulate any of the following: ~

(i) Voting;

(ii) Assessments, assessment liens, or
subordination of such liens;

(iii) Reserves for maintenance, repair, and
replacenent of the Common Area;

(iv) Insurance or fidelity bonds;

(v) Rights to use of the Common Area;

s a2 .
§ 7Vi) Responsibility for maintenance and
repair of the Properties;

(vii) Expansion or contraction of the
Properties or the addition, annexation, or
withdrawal of Properties to or from the
Association;

(viii) Boundaries of any Lot;
{iX) Leasing of Lots;
(x) Imposition of any right of first
refusal or similar restriction of the right of

any Owner to sell, transfer, or otherwise
convey his or her Lot;

(xi) .. Establishment of self-management by
the ¥Association where' prof9551ona1 management
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has been required by an eligible holder; or

{(xii) Any ©provisions included in the
Declaration, By-laws, or Articles of
Incorporation which are for the express benefit
of holders, guarantors, or insurers of first
mortgages on Lots.

Section 4. SPECIAL FHIMC PROVISION: So long as required by
the mortgage corporation, the following provisions apply in
addition to and not in lieu of the foregoing three Sections of
this Article. Unless two-thirds (2/3) of the first mortgagees or
owners give their consent, the Association shall not:

(a) By act or omission seex to abandon, partition,
subdivide, encumber, sell, or transfer the Common Area
which the Association owns, directly or indirectly (the
granting of easements for public utilities or for other
public purposes consistent with the internded use of the
Prcperties shall not be deemed a transfer);

(b) Change the method of determining the
obligations, assessments, dues, or other charges which
may be levied against an Owner;

(c) By act or omission change, waive, or abandon
‘any scheme of regulations o> enforcement thereof
pertaining to the architectural design or the exterior
appearance and maintenance of Lots and of the Comron
Area;

(d) Fail to maintain fire and extended coverage
insurance, as required by this Declaration; or

(e) Use hazard insurance proceeds for any Common
Area losses for other than the repair, replacement, or
reconstruction of such Properties.

The provisions of this Section 4 shall not be construed
to reduce the percentage vote that must be obtained fron
mortgagees or Owners where a larger percentage vote is otherwise
required for any of the actions contained in this Section.

First mortgagees may, Jjointly or singly, pay taxes or
other charges which are in default and which may or have becomre a
charge against the Common Area and may pay overdue preamiums on
casualty insurance policies, or secure new casualty insurance
coverage upon the lapse of a policy, for the Common Area, and
first mortgagees making such payments shall be entitled to
immediate reimbursement from the Association
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It is Declarant’s intention that the development qualify
for the possible sale of mortgages encumberings Lot to the
Federal National Mortgage Association and/or the Federal Home
Loan Mortgage Corporation. The requirements contained in this
Secticn are to effectuate that purposes. Should either the
Federal Home lLoan Mortgage Corporation or the Federal National
Mortgage Association subsequently delete any of their respective
requirements which necessitate the provisions of this Section or
make any such requirements less stringert, this Section shall
automatically be amended to reflect such changes.

ARTICLE X. GENERAL PROVISIGNS

Section 1. DURATION. The covenants and restrictions of this
Declaration shall run with and bind the Properties, and shall
insure to the benefit of and shall be enfcrceable by the
Association or the Owner of any Properties subject to this
Declaration, their respective legal representatives, heirs,
successors, and assigns, for a term of thirty (30) years from the
date this Declaration is recorded, after which tima they shall be
automatically extended for successive periods of ten (10) years,
unless an instrument in writing, signed by a majority of the then
Owners, bas been recorded within the year preceding the beginning
of each successive period of ten (10) years, agreeing to change
said covenants and restrictions, in whole or in part, or to
terminate the same.

Section 2. AMENDMENT. This Declaration may be amended
unilaterally at any time and from time to time by Declarant (a)
if such amendment is necessary to bring any provision hereof into
compliance with any applicable governmental statute, rule, or
requlation or judicial determination which shall be in conflict
therewith; or {b) if such amendment is required by an
institutional or governmental lender or purchaser of nortgage
loans, including, for example, the Federal National Mortgage
Association or Federal Home lLoan Mortgage Corporation, to enable
such lender or purchaser to make or purchase mortgage loans on
the Units subject to this Declaration; provided, however, any
such amendment shall not adversely affect the title tc any
owner’s unit Owner shall consent thereto in writing.

In addition to the above, this Declaration may be
amended upon the affirmative vote or written consent, or any
combination therecf, of at least seventy-five percent (75%) cf
the Class A members and the consent of the Declarant, so long as
declarant has an unexpired option to subject property to this
Declaration. Amendments to this Declaration shail ecome
effective upon recordation in the Deschutes County, Oregcn
:reggﬁ%‘ 1 ter effective date is s cified therein

AL
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Section 3. INDEMNIFICATION. The Association shall indemnify
every officer and director against any and all expenses,
including counsel fees, reasonably incurred by or imposed upon
any officer or director in connectiorn with any action, suit, or
other proceeding (including settlement of any suit or proceedlng,
if approved by the then Board of Directors) to which he or she
may be a party by reason of being or having been an officer
or director. The officers and directors shall not be liable for
any mistake of judgment, negligent or otherwise, excep* for their
own individual willful misfeasance, malfeasance, misconduct, or
bad faith. The officers and directors shall have no personal
liability with respect to any contract or other commitment made
by them, in good faith, on behalf of the Association (excapt to
the extent that such offlcers or directors may also be Members of
the Association), and the Association shall indemnify and forever
hold each such officer and director free and harmless against any
and all 1liability to others on account of any such contract or
commitment. Any right to indemnification provided for herein
shall not be exclusive of any other rights to which any officer
or director, or former officer or directors, may be entitled.
The Association shall, as a common expense, maintain adequate
general 1liability and officers’ and directors’ 1liability
insurance to fund this obligation, if such insurance is
reasonably available.

Section 4. EASEMENTS FOR UTILITIES. There is hereby
reserved to the Association blanket easements upon, across,
above, and under all property within the Community for access,
ingress, egress, installation, repairing, replacing, and
maintaining all utilities serving the Community or any portion
thereof, including, but not limited to, gas, water sanitary
sewer, telephone, and electricity, as well as storm drainage and
any other service such as, but not 1limited to, a master
_television antenna system, cable television system, or security
system which the Association might decida to have installed to
serve the Community. It shall be expressly permissible for the
Association or its designee, as the case may be, to install,
repalr, replace, and maintain or to authorize the installation,
repairing,; replacing, and maintaining of such wire, conduits,
cables, and other equipment related to the providing of any such
utility or service. Should any part furnishing any such utility
or service request a specific 1license or easement by separate
recordable document, the Board shall have the right to grant such
easement.

Section 5. CONSTRUCTION AND SALE. Notwithstanding any
provisions contained in the Declaration to the contrary, so long
as construction and initial sale of Residentiai Units shall
continue, it - hall be, expressly perm1551b1e for Declarant to
maintain and carry on upon portlons ‘of ° the Common Area such
facilities and activities as, in the sole opinion of Declarant,
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may be reasonably required, convenient, or incidental to the
construction or sale of such residences, including, but not
limited to, business offices, signs, model units, and sale
offices, and the the Declarant shall have an eascment for access
to such facilities. The right to maintain and carry on such
facilities and activities shall include specifically the right to
use residences owned by the Declarant and the clubliouse complex,
if any, which may be owned by the Association, as models and
sales offices. This Section may not be amended without the
express written consent of the Declarant; provided, however, the
rights contained in this Section 7 shall terminate upon the
earlier of (a) twenty-five (25) vyears from the date this
Declaration is recorded or (k) upon the Declarant’s recording a
written statement that all sales activity has ceased.

Section 6. GENDER AND GRAMMAR. The singular, wherever used
herein, shall be construed to mean the plural, when applicable,
and the use of the masculine pronoun shall inciude *he neuter and
feminine.

Section 7. SEVERABILITY. Whenever possible, each provision
of this Declaration shall be interpreted in such manner as to be
effective and valid, but if the application of any provision of
this Declaration to any person or to any property shall be
prohibited or held invalid, such prohibition or invalidity shall
not affect any other provision or the application of any
provision which can be given effect without the invalid provision
or application, and, to this end, the provisions of this
Declaration are declared to be severable.

Section 8. CAPTIONS. The captions of each Article and
Section hereof, as to the contents of each Article and Section
are inserted only for convenience and are in no way to be
construed as defining, limiting, extending, or otherwise
modifying or adding to the particular Article or Section to which
they refer.

Section 9. TRANSFER OF ADMINISTRATIVE RESPONSIBILITY. On
June 15, 1995, or not later than 120 days after lots representing
75 perxcent of the votes have been conveyed, whichever shall first
occur, Declarant shall call a meeting for the purpose of turning
over administrative responsikility for the community to the
Association. Notice shall be as provided in the Bv-Laws. At the
meeting, the Declarant shall turn over to the Association the
responsibility for the administration of the copwunity and the
Association shall accept the administrative responsibility from
the Declarant as provided in ORS $4.616. Not later than the 60th
day after the Declarant has conveyed the lots representing 50
percent of the votes in the community, the Declarant shall call a
meeting of owners for the purpose of selecting a transitional
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advisory committee to assist in the transfer of administrative
authority.

IN WITNESS WHEREOF, the under51gneq Declaration has
executed this Declaration this _72 - Z= day of Laniur , 1989.
e 7

LANE KNOLLS ESTATES,
a partnership

Byz%y/u

7
/&M/"l._,c’é L/L" /%:4/7,7'//_‘{
STATE OF OREGON, County of Deschutes, ss:

H
On \j n 2S5 , 1989, the undersigned, a Notary
; Public in and for 'said County and State, personally appeared
known to me to be a partner of the partnership
that executed the within instrument and acknowledged to me that
such corporation executed the sameé.

Nota Publlc for Oregoq;/
My Commission Expires _ —//—(r 50

H Logaesient 5,
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