BYLAWS
OF
HIGHLANDS PROPERTY OWNERS' ASSOCIATION, INC.
ARTICLE ONE

Name and Location

The name of the corporation is HHGHLANDS PROPERTY OWNERS' ASSOCIATION, INC., a Texas
non-profit corparation (hereinafter referred to as the "Association"). The principal office of the Association
shall be located at the office of its registered agent in Dallas county, Texas, but meetings of Members and

Directors may be held at such places within the State of Texas as may be designated by the Board of
Directors.

ARTICLE TWO

Definitions

The following words, when used in these Articles of Incorporation, shall have the following respective
definitions and meanings:

(a) "Association" shall mean and refer to the HIGHLAND PROPERTY OWNERS'
ASSOCIATION, INC., its successors and assigns.

(b) "Common Properties” shall mean and refer to any and all areas of land within the Properties
which are known, described or designated as recreational easements, intended for or
devoted to the exclusive use and enjoyment of the Members of the Association, together with
any and all improvements that are now or may hereafter be constructed thereon.

(c) "Declaration" shall mean and refer to:

(i) The restrictive covenants and covenants running with the land directly or indirectly
pertaining to the Property.

(i) any further or subsequent supplements, amendments, additions or modifications to
the foregoing instrument, all of which are incorporated herein by reference for all
purposes.

(d) “Lot" shall mean and refer to any plot or tract of land shown upon the recorded subdivision

plat of the White Bluff Forty-Two Subdivision, (as may be amended from time to time), which
is designated as a "lot" thereon.
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(e) "Member" shall mean and refer to each Owner of a Lot.

(f) "Owner" shall mean and refer to each and every person or entity who is a record owner of
a fee or undivided fee interest in any Lot; however, the word "Owner" shall not include
person(s) or entity(ies) who hold a bonafide lien or interest in a Lot merely as security for the
performance of an obligation.

(9) "Property" shall mean and refer to the land and premises described as White Bluff Forty-Two
Subdivision, according to the plat filed and recorded in the Plat Records of Hill County,
Texas, and any amendments thereto.

(h) "Recreational Facilities" shall mean and refer to any and all swimming pools, tennis courts,
recreational centers and other similar recreational facilities constructed from time-to-time
within the Property, for the exclusive use of the Members of the Association.

ARTICLE THREE

Membership

Section 1. Every person or entity who is now or hereafter becomes an owner shall automatically
be and must remain a Member of the Association. Membership shall be appurtenant to and may not be
separated from ownership of any Lot.

Section 2. The rights of membership are subject to the payment of monthly and special
assessments levied by the Association, the obligation of which assessments is imposed against each Owner

of, and becomes a lien upon, the Lot against which such assessments are made as provided by the
Declaration.

Section 3. The membership rights of any person whose interest in the Property is subject to
assessment, whether or not he or she be personally obligated to pay such assessment, may be suspended
by action of the Board of Directors during the period when the assessment remains unpaid; but, upon payment
of such assessment, his or her rights and privileges shall be automatically restored. If the Board of Directors
has adopted and published rules and regulations governing the use of the Common Properties and the
personal conduct or any person thereon, they may, in their discretion, suspend the rights of any such person
for violation of such rules and regulations for a periad not to exceed sixty (60) days.
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ARTICLE FOUR

Voting Rlights

The Assoclatlon shall have one class of voting membership.
be entitled to one (1) vote for each Lot or In a timeshare estate In which they
hold the Interest requlred for membership. When more than one person holds such
Interest or Interests in any Lot or timeshare estate, all such persons shall be
Members, and the vote for such Lot or timeshare estate shall be exercised as
they, among themselves, may determine, but In no event shall more than one (1)
vote be cast wlth respect to any such Lot or timeshare estate.

Members shal |

ARTICLE FIVE

Property rights and Rights of
Enjoyment of the Common Properties

Section 1. Each Member and thelr «children under twenty one (21) years
old cr adult children actually residing with such Member shall be entitled to

the use and enjoyment of the Common Propertles in accordance with the terms and
provisions of the Declaratlion.

Sectlon 2. No Member may further delegate his or her rights of enjoyment
In the Common Propertlies and facllitles without the prior written consent of the
Associatlion (and the Assoclation shall have absolute discretion in this regard).
Such Member shall notlfy the Secretary, In writing, of the name of any such
person and of the relatlonship of the Member to such person. The right and
privileges of each such person are subject to suspension to the same extent as
those of the Member and shall be subject to any appllicable rules and regulations
that may be adopted from time to time by the Board of Directors of the
Association. The Board of Directors may, from time to time, establish and

promulgate additlonal rules and requirements concerning the delegation of
enjoyment rights.

ARTICLE SIX

Assoclatlon Purposes and Powers

The Assoclatlion does not contemplate pecunlary gain or profit to the
Members thereof, and specific purposes for which |t Is formed are:

(a) toprovide for the acqulsition, construction, management , malntenance

and care of the Assoclatlon property;

(b) to provide for and assist |n malntenance, preservation and
archltectural control of the Propertlies and to promote the health,
safety and welfare of the Owners and resldents of the Properties;
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(c)

(d)

(e)

(@)

to borrow money (If necessary) and to acquire (by gift, purchase or
otherwise), own, hold, improve, build upon, operate, maintain,
convey, sell, lease, transfer, dedicate for public use or otherwlise
dispose of real or personal property in connection with the affairs
of the Association, subject to the terms and provisions of, and
limitations and prohibitions within, the Texas Miscellaneous
Corporation Laws Act and the Texas MNon-Profit Corporation Act:

to cause the Common Properties to be maintalined, operated, regulated
and administered In accordance with any applicable terms and
conditions of the Declaration, Articles of Incorporation, Bylaws or
other applicable instruments.

to exerclise all of the powers and privlleges and to perform all of
the duties and obligations of the Assocliation as may be set forth
in the Declaration:

to fix, levy, collect and enforce payment by any lawful means, all
charges or assessments provided for by the terms of the Declaration
and to pay all expenses in connection therewith and all office and
other expenses Incldent to the conduct of the business of the
Association, including any licenses, taxes or governmental charges
which may be levied or imposed against the Common Properties or any
other property owned by the Association;

insofar as permitted by law, to do any other thing that, in the
opinicn of the Board of Directors of the Association, wil| promote
the common benefit and enjoyment of the Owners and resldents of the
Properties; provided, however, that no part of the net earnings of
the Assoclatlon shall Inure to the beneflt of or be distributable
to any Member, director or officer of the Associatien, or any private
individual (except that reasonable compensation may be paid for
services rendered to or for the Association related or pertaining
to one or more of Its purposes); and provided further that no part
of the activities of the Association shall Include carrying on
propaganda, or otherwlise attempting to influence legislation, or
participating in, or intervening in (including the publication or

distribution or statements) any political campaign on behalf of any
candidate for public office.

ARTICLE SEVEN

Board of Directors

Section 1. The business and affairs of the Association shall be inftlally

managed by a board of three (3) directors. The number

of directors may

thereafter be changed In accordance with the Articles of Incorporation and the
Bylaws of the Association, but shall in no event be less than three (3) nor more
than seven (7) Individuals. Directors need not be Members of the Association.
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The directors shall be elected at the annual meeting of the Members, except as
provided in Section 2 of this Article, and each director elected shall hold
office for the term of two (2) years or until his or her successor Is elected
and qualiflied; provided, that directors may be elected to one (1) year terms at
an annual meetlng of the Members for the purpose of staggering terms.

Section 2. Any vacancy occurring In the Board of Directors may be filled
by the affirmative vote of the remalning directors though less than a quorum of
the Board of Directors. A director elected to fill a vacancy shall be elected
for the unexpired term of hils or her predecessor In offlice. Any directorship
to be flliled by reason of an Increase In the number of directors shall be fl]led
at any annual meeting of the Members or at a special mesting of the Members
entitled to vote called for that purpose. Any director may be removed from the
Board of Dlrectors, with or without cause, by a majority vote of the Members,
present or represented by an appropriate proxy, at an annual meeting of the
Members or at a properly called speclal meeting of the Members present or
represented by an appropriate proxy, or by the afflrmative vote of a majority
of the directors at a properly called speclial meetlng of the Board of Directors,

whenever In I|ts judgement, the best Interests of the Assoclatlon wlll be served
thereby.

Sectlon 3. The Board of Directors may exercise all such powers of the
Assoclation and do all such lawful acts and things as are not by statute or by
the Declaration or by the Articles of Incorporation or by these Bylaws directed
or requlired to be exercised or done by the Members. The Board, for the beneflt
of the Association, the Common Properties and the Owners, may provide, and may
pay for, out of the malntenance fund(s), the following:

(a) care, preservatlion and maintenance of the Common Propertles and the

furnishing and upkeep of any deslired personal property for use in
or on the common Properties;

(b) secur lty arrangements;

(¢) Taxes, lInsurance and utllltles (Including, wlithout IImitation,

electriclty, gas water and sewer charges) which pertain to the Common
Propertlies only;

(d) the services of a person or firm to manage the Assoclation or any
separate portlion thereof, to the extent deemed advisable by the
Board, and the services of such other personnel as the Board shal |
determine to be necessary or proper for the operatlon of the

Assoclation, whether such personnel are employed dlrectly by the
Board or by the manager;

(e) legal and accounting services; and

(f) any other materials, supplies, furniture, labor, services,
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malntenance, repalrs, structural alterations, taxes or assessments
which the Board of Dlirectors Is required to obtaln or pay for
pursuant to the terms of the Declaration or which, In Its option,
shall be necessary or proper for the operation or protection of the
Assoclation or for the enforcement of the Declaration.

Section 4. The Board of Directors shall have, In addition to all powers

of the

Association not precluded by (1) statue, (il1) the Artlcles of

Incorporation (111) these Bylaws or (Iv) the Declaratlion, the following

additional

(a)

(b)

(c)

(d)

(e)

(f)

(@)

(h)

rights, powers and dutles:

to execute all declarations of ocwnarship for tax assessment purposes
with regard to any of the Common Propsrties owned by it as an
incorporated entity;

to borrow funds to pay costs of operation, secured by assignment or
pledge of rights against dellnquent Owners, |If the Board sees fit;

to Increase, decrease, amend or modify the malntenance fee schedule
applicable to each and all of the Lots, the time and method of
cellection and any and all matters and aspects of any kind or

character whatsoever arlising out of or related to the malntenance
fees;

to enter Into contracts, malntaln one or more bank accounts and to

have all the powers necessary or Iincldental to the operatlion and
management of the Assoclation;

to protect or defend the Common Propertles from loss or damage by
sult or otherwlse, to sue or defend In any court of law on behalf

of the Assoclatlon and to provide adequate reserves for repairs and
replacements;

to make reasonable rules and regulations for the operatlon of the
Common Properties and to amend them from time to time;

to make avallable to each Owner after the end of each year an annual
report;

to adjust the amount, collect and use any lInsurance proceeds to
repalr damaged property or replace lost property; and |f proceeds
are Insuffliclent to repalr damaged property or replace lost property,
to assess the Members to cover the deficlency; and

to enforce the provislons of the Declaration and any rules made

thereunder and to enjoln and seek damages from any Owner for
violation of such provisions and rules.
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Sectlon 5. The Board of Directors shall have the excluslive right to
contract for all goods, services and insurance, and the excluslve right an

obligatlion to perform the functlion of the Board, except as otherwise provided
herein.

Section 6. The Board of Directors shall have full power and authority to
contract with any Owner for performance on behalf of the Assoclatlon of services
which the Assoclatlion Is otherwlse required to perform pursuant to the terms
hereof, such contracts to be upon such terms and conditlions and for such

consideration as the Board may deem proper, advisable and In the best Interests
of the Association.

Section 7. Dlrectors shall not receive salaries for their services. The
Board of Dlirectors may, however, adopt a resolution providing for payment to
directors of a reascnable expenses for attendance at each meeting of the Board

of directors. A director may serve the Association any other capaclty and
recelve compensation for those services. Any compensation that the Corporation
pays to a dlrector shall be commensurate with the services performed and

reasonable In amount.

ARTICLE EIGHT

Meetings of the Board of Dlrectors

Section 1. Meetlings of the Board of Dlirectors, regular or speclial, must
be held within the State of Texas.

Sectlon 2. The first meeting of each newly-elected Board of Directors
shall be held at such time and place as shall be flxed by the vote of the Members
present or represented by an appropriate proxy at the annual meeting of the
Members and no notlice of such meeting shall be necessary to the newly-elected
Board of Dlrectors, or In the event no time or date Is fixed by the Members or
such meetlng Is not held at the time and place so flxed by the Members, the
meeting may be held at such time and place as shall be specifled Iin a notice
glven as hereinafter provided for speclal meseting for the Board of Directors,
or as shall be specifled In a written walver signed by all of the directors.

Sectlon 3. Regular meetings of the Board of Directors shall be held on
the first Tuesday In November of each year wlthout notlce, at such place and hour
as may be flxed from time to time by resolution of the Board, or If none, by the
President of the Associatlion. Should the meeting fall upon a legal hollday, then
the meeting shall be held at the same time on the next day which Is not a legal
holiday. The Preslident may walve a regular meeting |f no business needs to be
conducted unless any dlrector requests such meeting be held.

Section 4. Special meetings of the Board of Directors shall be held when
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called by the President or by any two (2) directors. Written notlce of special
meetings of the Board of Directors shall be glven to each director at least
three (3) days before the date of the meeting. Nelther the business to be
transacted at, nor the purpose of, any regular or speclal meeting of the Board
of Directors need be speclflied In the notlce or walver of notlice of such meeting.

Section 5. A majority of the directors shall constitute a guorum for the
transaction of business and the act of the majority of the directors present in
person or by proxy at a meeting at which a quorum is present shall be the act
of the Board of Dlrectors, unless a greater number is required by the Articles
of lIncorporation or the Declaration. If a quorum shall not be present at any
meeting of the Board of Directors, the directors present thereat may adjourn

the meeting from time to time, without notice other than announcement at the
meeting until a quorum shall be present.

Section 6. A director may vote In person or by proxy executed in writing
by the Director or by hils or her duly authorized attorney—-In-fact filed with
the Secretary. No proxy shall be valld after three (3) months from the date of
Its execution unless otherwise provided In the proxy. Each proxy shall be
revocable unless expressly provided thereln to be Irrevocable, and In no event

shall It remaln Irrevocable for a perlod of more than three (3) months from the
date of Its executlon.

Sectlon 7. The Board of Directors may hold a meetling by telephone
conference—-call In which all Directors participating In the meeting can hear each

other. Participation of a person In a conference-cal]l meeting constltutes
presence of that person at the meeting.

Section 8. Any declsion required or permltted to be made at a meeting of
the Beoard of Directors, may be made wlthout a meeting. A declsion without a
meeting may be made if a written consent to the decision is signed by all of the

directors. The original signed consents shall be placed In the minute book and
kept with the Assoclations’ records.

section 9. The Board of Directors, by resolutlon adopted by a majority
of the whole Board, may designate two (2) or more dlrectors to constltute an
executive committee, which commlttee, unless Its authority shall otherwise be
expressly limited by such resolutlions, shall have all of the authority of the
Board of Dlirectors with regard to the business and affalrs of the Assocliation
except where actlon of the Board of Directors Is specified by statute. Vacancles
In the membership of the commlttes shall be fllled by the Board of Directors at
a regular or speclal meetlng of the Board of Dlirectors. The executive commlttes
shall keep regular minutes of Its proceedlings and report the same to the Board
when required. The designation of such committes and the delegation thereto of
author ity shall not operate to relleve the Board of Directors, or any member,
thereof, of any responsibility Imposed upon them by law.
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ARTICLE NINE
Officers

Sectlon 1. The offlicers of the Assoclation shall conslist of a President,
one or more Vice Presldents, a Secretary and a Treasurer and may Include a
Chairman of the Board, each of whom shall be elected by the Board of Directors.

Any two or more offices may be held by the same person, except that the President
and Secretary shall not be the same person.

Sectlon 2. The Board of Directors, at Its flrst meetlng after each annual
meetlng of Members, shall choose a President, one or more Vice Presldents, a
Secretary and a Treasurer, none of whom need be a Member or a director and may
appoint one of their number as Chalrman of the Board.

Section 3. The Board of Dlrectors may also appoint, from time to time,

such other officers and assistant officers or agents, as may be deemed necessary,
by the Board of Dlrectors.

Sectlon 4. The Offlcers of the Assoclatlon shall hold offlce until thelr
successors are chosen and quallfied. Any officer or agent elected or appolinted
by the Board of Directors may be removed by the Board of Directors whenever, In
Its Judgement, the best Interests of the Assoclation will be served thereby, but
such removal shall be without prejudice to the contract rights, if any, of the
person so removed. Any vacancy occurring in any offlce of the Assoclatlon by

reason of death, resignation, removal or otherwise shall be filled by the Board
of Directors.

Preslident

Sectlon §. The Preslident shall be the chlief executlve officer. The chief
execUtive officer shall preside at all meetings of the Members and (If a Chairman
of the Board has not been designated) the Board of Directors, and shall have such
other powers and dutles as usually pertain to such offlce or as may be delegated
by the Board of Dlirectors. Unless the Board of Directors shall otherwise
delegate such dutles, the President shall have general and actlve management of

the business of the Assoclatlion, and shall see that all orders and resolutlons
of the Board of Directors are carried Into effect.

Sectlon 6. The Presldent shall execute bonds, mortgages and other
contracts requlring a seal, under the seal of the Assoclatlon, except where
required or permlitted by law to be otherwise signed and executed, and except
where the signing and executlon thereof shall be expressly delegated by the
Board of Directors to some other offlicer or agent of the Assoclatlon.
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Vice Presldent

Sectlon 7. The Vice Presldents, In the order of thelr senlorlity, unless
otherwise determined by the Board of Directors, shall, in the absence or
disability of the President, perform the dutlies and exerclse the powers of the

President. They shall also perform such other dutles and have such other powers
as the Board of Directors shall prescrlbe.

Secretary

Sectlon 8. The Secretary shall attend all meetings of the Board of
Directors and all meetings of the Members, and record all the proceedlngs of the
meetings of the Association and of the Board of Directors In a book to be kept
for that purpose. He or she shall glve, or cause to be glven, notice of all
meetings of the Members and special meetings of the Board of Directors, and shall
per form such other duties as may be prescribead by the Board of Directors or the
Presldent, under whose supervision he or she shall be. The Secretary shall keep
In safe custody the seal of the Assoclatlon, if any, and when authorized by the
Board of Dlrectors, affix the same to any Instrument requiring I1t, and when so
afflxed, It shall be attested by his or her signature.

Section 9. Any Assistant Secretarles, In the order of thelr senlority,
unless otherwise determined by the Board of Directors, shall, In the absence or
disabllity of the Secretary, perform the dutles and exerclse the powers of the
Secretary. They shall perform such other dutles and have such other powers as
the Board of Dlrectors may from time to tlime prescribe.

Treasurer

Section 10. The Treasurer shall have the custody of the corporate funds
and securlties, and shall keep full and accurate accounts of recelipts and
disbursements in books belonging to the Assoclation, and shall deposit all monies
and other valuable effects in the name and to the credlt of the Assocliation In
such depositories as may be designated by the Board of Directors.

Section 11. The Treasurer shall disburse the funds of the Associatlon as
may be ordered by the Board of Dlrectors, taking proper vouchers for such
disbursements, and shall render to the President and the Board of Directors at
[ts regular meetings, or when the Board of Directors so requires, an account of

all hils or her transactlions as Treasurer and of the flnanclial condition of the
Asscoclatlion.,

Sectlon 12. If required by the Board of Directors, the Treasurer shal | glve
the Association a bond In such sum and wlth such surety or suretles as shall be
satisfactory to the Board of Directors for the falthful performance of the dutles
of his or her offlice and for the restoration to the Association, In case of hls
or her death, resignation, retirement or removal from offlce, of all books,
papers, vouchers, money and other property of whatever kind In his or her
possesslon or under his or her control belonging to the Associatlion.
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Section 13. Any Assistant Treasurers, in the order of their seniority, unless otherwise determined
by the Board of Directors, shall, in the absence or disability of the Treasure, perform the duties and exercise

the powers of the Treasurer. They shall perform such other duties and have such other powers as the Board
of Directors may from time to time prescribe.

ARTICLE TEN
Committees

Section 1. The Board of Directors, by resolution adopted by a majority of the directors, may
designate and appoint one or more committees, each of which shall consist of at least one director. which
committees, to the extent provided in said resolution. shall have and exercise the authority of the Board of
Directors in the management of the Council of Owners. Unless otherwise provided herein, each committee
shall consist of two or more individuals designated by the Board of Directors. The committees shall be
appointed by the Board of Directors to serve from the date of such appointment until the close of the next
annual meeting of the Members.

Section 2. It shall be the duty of each committee to receive complaints from Members on any
matter involving Council of Owners functions, duties and activities within its field or responsibility. It shall

dispose of such complaints as it deems appropriate or refer them to such other committee, director or officer
of the Council of Owners as is further concerned with the matter presented.

ARTICLE ELEVEN

Meetings of Members

Section 1. Meetings of the Members for the election of directors are to be held in the County of
Palo Pinto, State of Texas, or at such other location within the state of Texas as shall be stated in the notice
of the meeting. Meetings of Members for any other purpose shall be held at such place, within the State of
Texas, and at such time as shall be stated in the notice of the meeting.

Section 2. Annual meetings of Members shall be held on the third Monday in March, if not a
legal holiday, and if a legal holiday, then the next business day.

Section 3. Special meetings of the Members shall be held when called by, (i) the President, (ii)
by any three (3) directors, or (iii) by written request of Members holding twenty (20%) percent of the votes
entitled to be cast, represented in person or by proxy. Written notice of special meetings of the Members shall
be given to each Member at least fifteen (15) days before the date of the meeting. Neither the business to be

transacted at, nor the purpose of, any special meeting of the Members need be specified in the notice of such
meeting.
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Section 4. Members holding twenty-five (25%) percent of the votes entitled
to be cast, represented In person or by proxy, shall constlitute a quorum. The
vote of the majorlty of the votes entitled to be cast by the Members present
shall be the act of the Members.

Sectlon 5. Each Member may cast as many votes as he or she Is entltled
to exerclse under the terms and provislons of these Bylaws on each matter
submltted to a vote at a meeting of Members, except to the extent that the voting
rights of any Member have bsen suspended in accordance with these Bylaws or the

Declaratlon. At such electlon for directors, every Member entitled to vote at
such electlion shall have the right to vote.

Sectlon 6. A Member may vote In person or by proxy executed In writing
by the Member or by his or her duly authorized attorney-in-fact and filed with
the Secretary. No proxy shall be valld after eleven (11) months form the date
of its execution unless otherwlse provided In the proxy. Each proxy shall be
revocable unliess expressly provided thereln to be Irrevocable, and In no event
shall It remaln Irrevocable for a perlod of more than eleven (11) months from

the date of its executlon. Every proxy shall automatically cease upon sale by
the Member of his or her Lot.

section 7. The offlicer or agent having charge of the Assoclatlion’s book
shall make, at least ten (10) days before sach meeting of Members, a complete
list of the Members entitled to vote at such meeting or any adjournment thereof,
with the address of each, which Ilst, for a period of ten (10) days prlor to such
meeting , shall be kept on flle at the principle office of the Assoclation or
such other location which has been designated by the Board of Directors and shal |
be subject to inspections by any Member at any time during the usual business
hours. Such Iist shall also be produced and kept open at the time and place of

the meeting and shall be subject to the Inspectlion of any Member during the whole
time of the meeting.

Sectlon 8. The Board of Directors may fix, In advance, a date,
exceeding sixty (680) days preceding the date of any meeting of Members, as a
record date for the determination of the Member entitled to notice of, and to
vote at, any such meeting and any adjournment thereof. In such case, such
Members and only such Members shall be entitled to such notice of, and to vote
at, such meetings and any ad]ournment thereof, notwithstanding any change of

membership on the books of the Assoclatlion after such record date is flxed as
aforesald.

not

ARTICLE TWELVE

Books, Papers and Notlces

Section 1. The books, records and papers of the Assoclatlon shall at al|

times, during reasonable busliness hours, be subject to the Inspection of any
Member .
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Sectlon 2. Notices to directors and Members shall be In writing, shall
specify the time and place of the mesting and shall be dellvered personally or
malled to the directors or Members at thelr addresses appearing on the books of
the Assocliatlon. Notices by mall shall be deemed to be glven at the time when
same shall be malled. Notlce to directors may also be glven by telegram.

Sectlon 3. Whenever any notlices requlred to be gliven to any Member or
director under the provisions of statute or the Declaratlion or of the Articles
of Incorperation or these Bylaws, a walver thereof in wrlting, slgned by the
person or persons entlitled to such notlce, whether before or after the time
stated thereln, shall be equivalent to the glving of such notice.

Ssction 4. Attendance of a director at a meeting shall constitute a waiver
of notice of such meeting, except where a director attends a meeting for the
gxpress purpose of objecting to the transaction of any business of the ground
that the meetlng Is not lawfully called or convened.

ARTICLE THIRTEEN

Indemniflcation and Limltations on Llabllity

Section 1. Nelther any Member nor the Board of Directors (or any one of
them) nor the offlicers (or any one of them) shall be perscnally liable for debts
contracted for or otherwlse Incurred by the Assoclation or for a tort of another
Member, whether such other Member was acting on behalf of the Assoclation or
otherwise. Neither the Assoclation nor Its directors, offlicers, agents or
employees shall be llable for any incidental or consequential damages for failure
to Inspect any premises, Improvements or portion thereof or for fallure to repalr
or maintain the same. The Association or any other person firm or corporation
IlTable to make such repairs or malntenance shall not be [lable for any personal
injury or other Incldental or consequential damages occasioned by any act or

omisslion In the repalr or maintenance of any premises, Improvements or portlon
thereof.

Section 2. The Assoclation may Indemnlfy any person who Is or was a
director or offlcer of the Assoclatlon and any person who serves or served at
the Assoclation’'s request as a director or offlcer as fol lows:

(a) In case of a sult by or In the right of the Assoclation against a
director or offlcer by reason of his or her holding such a position,
the Association shall Indemnify such person against expenses

(Including atterney’s fees) actually and necessarily Incurred by him
or her In connectlon with the defense or settlement of such actlon
or sult If he or she |s successful on the mer lts, or otherwise |f
he or she acted In good falth and In a manner he or she reasonably
belleved to be In or not opposed to the best Interests of the
Assoclatlon, except that no Indemniflcation shall be made [n respect
of any claim, issue or matter as to which such dlrector of officer
shall have been finally adJudged to be liable for negligence or
misconduct in the performances of his or her duty to the Association;

BYLAWS - Page 13



(b) In case of a threatened, pending or completed sult, action or
proceedlng(whethercivll,crlmlnal,admlnistratlveorInvest!gatlve),
other than a suit by or in the right of the Assocliation, together
hereafter referred to as a "non-derlvative sult," agalnst a diractor
or officer by reason of hls or her holding a position set forth
above, the Assoclation shall indemnlify him or her against expenses
(Including attorney's fees), Judgments, flnes and amounts pald In
settlement actually and reasonably Incurred by him or her In
connection with the defense or settlement of such action, sult or
proceeding if he or she Is successful on the merlits, or otherwise
or If he or she acted In good falth In the transaction which is the
subject of the non-derlivative sulit to the best Interests of the
Assoclation and, wilth respect to any criminal action or proceeding,
had no reasonable cause to belleve hls or her conduct was unlawful.
The termlnation of a non-derlvative sult by judgment, order
settlement, conviction or upon a plea of nolo contendere or its
equivalent, shall not, of Itself, create a presumption that the
director of offlcer did not act in good falth and In a manner which
he or she reasonably belleved to be In or not opposed to the best
Interests of the Assoclatlon, and with respect to any criminal actlon

or proceeding, that he or she had reasonable cause to belleve that
such conduct was unlawful;

(el Indemniflcatlon provided under paragraphs (a) and (b) above shal |
be made by the Assoclatlon (except as otherwlise provided In
paragraph (a) hereof) only upon a determination of the specliflc case
that Indemnificatlion of the director or offlcer |s proper undsr the
clrcumstances because he or she has met the appllicable standards of
conduct set herelin. Such determlnation shall be made: (1) by the
Board of Dlrectors by a majorlty vote of a quorum consisting of
dlrectors who were not partles to such actlon, sult or proceeding,
or (11) If such a quorum Is not obtalnable or, even if obtalinable,
If a quorum of disinterested directors so directs, by Iindependent
legal counsel and a written opinlon, or (111) by vote of the Members.
Indemnliflcatlon may be prorated so as to Indemnlify such director or
offlicer as to some matters but not to others;

(d) The Association may pay, In advance, any expenses (lIncluding
attorney's fees) which may become subject to Indemnification
hereunder 1f: (1) the Board of Dlrectors authorizes the specific
payment, and (1) the director or offlcer recelving the payment
undertakes In writing to repay such payment unless [t Is ultimately

determined that he or she Is entitled In Indemnificatlon by the
Assoclatlon under this Artlcle Thirteen;

(e) The Indemniflcatlon provided for hereln shall not be exclusive of
any of the rlights to which a person may be entltled by law, the
Bylaws of the Assoclatlion, or by agreement, and shall contlnue as
to a director or offlicer, who has ceased to hold such position and

shall |Inure to the beneflt of hls or her helrs, executors and
adminlistraters; and
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(f) The Assoclatlon may purchase and maintaln Insurance on behalf of any
person who holds or who has held any poslition of director or offlcer
agalnst any llabllity asserted against him or her and Incurred by

him or her In any such position, or arising our of his or her status
as such.

ART ICLE FOURTEEN

General Provisions

Sectlon 1. The flscal year of the Assoclatlion shall be flxed by resolutlon
of the Board of Directors.

Section 2. The corporate seal, |f any, shall have inscribed thereon the
name of the Assoclation. The seal may be used by causing It or a facsimile
thereof to be Impressed or affixed to any document or Instrument in order to
val ldate, effectuate or authorlze the matters contalned within sald

Instrument
of behalf of the Assoclatlion.

Section 3. These Bylaws may be amended at any regular or speclal meeting
of the Members by a majority of the total votes entltled to be cast, or the
power to alter, amend or repeal the Bylaws or to adopt new Bylaws may be
delegated to the Board of Directors by such vote. Notwlthstanding the above,
those provisions of the Bylaws which are governed by the Articles of
Incorporation of the Association may not be amended except as may be provided
in the Articles of Incorporation of the Association or as required by applicable
law; and provided further, that any matter stated hereln to be, or whlch is In

fact, governed by the Declaration may not be amended except as may be provlded
in such Declaration.

Sectlon 4. The Articles of Incorporation may be amended in the following
manner :

The Board of Directors shall adopt a resolution setting forth the proposed
amendment and directing that It be submitted to a vote at a meeting of Members,
which may be elther an annual or speclal meeting. Written notlce setting forth
the proposed amendment or a summary thereof shall be given to each Member
entitled to vote at such meeting within the time and in the manner provided In
these Bylaws for the glving of notlce of meetings of Members. The proposed

amendment shall be adopted upon recelving at least two-thlirds (2/3rds) of the
total votes entitled to be cast.

Section 5. In the case of any conflict between the Articles of
Incorporation of the Associatlon and these Bylaws, The Articles of Incorporation
shal l

control; and In the case of any conflict between the Declaratlion of the
Association and these Bylaws, the Declaratlion shall control.
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IN WITNESS WHEREOQOF, we, being all of the initial directors of the Highlands
Inc., a Texas non-profit corporation, have hereunto set our hands 0th

perty Owners' Association,

ay Of Miﬁp

' MIKE, ANARD
"R/ . :/W ™
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