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ARTICLE

Nature of Amended Bylaws

Section 1. Name. The name of the corporation The Smoke Rise Club, Inc.,
hereinafter referred to as the “Club,” anon-profit corporation organized under Title 15A of the
New Jersey Statutes Annotated. It was established by the Certificate of Incorporation filed with
the office of the New Jersey Secretary of State in 1946.

Section 2. Purpose of the Club. The purpose of the Club is defined in its Certificate
of Incorporation. The Club isthe governing body of the Smoke Rise Community established
under the laws of the State of New Jersey. It provides for the management, administration,
utilization and maintenance of the Common Property located in the Smoke Rise Community and
enforces the terms of the Governing Documents. Without limiting the generality of the
foregoing, or any of the powers or duties of the Board as set forth in the Governing Documents,
the Club’s purposes shall include: () the formulation of rules and regulations and providing for
the enforcement thereof, for the use of al Club properties and facilities, now owned or hereafter
acquired; (b) providing an adequate system of administration; and (c) making available
protection for all Club properties.

Section 3. Purpose of the Amended Bylaws. These Amended Bylaws are intended to
govern the administration of The Smoke Rise Club, Inc.

Section 4. Definitions. For the purpose hereof, the following terms shall have the
following meanings, unless the context in which same are utilized clearly indicate otherwise:

@ “Amended Bylaws’ means these Amended Bylaws of The Smoke Rise Club, Inc.

(b) “Annual Assessment” means the total revenues projected to be collected from all
Lot Owners pursuant to the budget adopted by the Board as set forth in Article [ X.

(© “Acquisition Fees’ means those fees that are paid by all purchasers upon
acquiring titleto a Lot, as defined under Article IX, Section 11, of these Amended
Bylaws.

(d) “Authorized votes’ means 952 votes, representing one vote for each Lot in
Smoke Rise Community.

(e “Board” means the Board of Governors of the Club.

()] “Capital Fund” has the meaning set forth in Article I X, Section 9(b), of these
Amended Bylaws.
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(9 “Certificate of Incor poration” means the Certificate of Incorporation for Smoke
Rise Club, Inc. attached to the Declaration as Exhibit “C.”

(h) “Club” means The Smoke Rise Club, Inc., aNew Jersey nonprofit corporation, its
successors and assigns.

) “Common Property” meansthe real property owned by the Club and all
improvements constructed thereon, including any improvements that may be
hereinafter constructed, or the replacement of any existing improvements or
hereinafter constructed improvements.

() “Common Expenses’ means the expenses incurred or anticipated to be incurred
by the Club for the general benefit of al Lots, including any reasonable reserve
(but exclusive of capital or deferred maintenance reserves), as the Board may find
necessary and appropriate pursuant to this Declaration, the Bylaws, and the
Certificate of Incorporation.

(K) “Declaration” means the Declaration of Covenants and Restrictions for The
Smoke Rise Club, Inc. in connection with which these Amended Bylaws have
been recorded as an exhibit.

() “Delinquent Lot Owner” has the meaning set forth in Article IX, Section 13, of
these Amended Bylaws.

(m)  “Dwelling” means a structure intended for use and occupancy as a detached
residence for asingle family.

(n) “Eligible Mortgage Holder” means and refers to any holder of afirst mortgage
encumbering any Lot who has requested, in writing, by certified mail, return
receipt requested, notice of certain matters from the Club. The notice to the Club
must state the name of the mortgage holder and the address to which notices are
to be sent and shall identify the mortgaged Lot. All noticesto an Eligible
Mortgage Holder shall be effective upon mailing to the address provided by the
mortgage holder, unless the address is modified by written notice given to the
Club in the same manner as provided above.

(0) “Eligible Votes’ means the number of Lots whose Owners are in good standing,
asdefined in Article 111, Section 5, of these Amended Bylaws.

(p) “First Mortgagee” means a bank, savings and |oan association, credit union,
insurance company, or other ingtitutional lender who has provided monetary
consideration in exchange for arecorded first priority mortgage lien containing a
face amount of not more than the consideration actually advanced or to be
advanced pursuant to aloan agreement.
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(@ “Governing Documents’ means the Declaration, these Amended Bylaws, the
Certificate of Incorporation, any Rules and Regulations adopted by the Board.

(p) “Lot” means an independent parcel of property upon which a Dwelling has been
constructed or upon which a Dwelling may be constructed in accordance with all
applicable law, or any individual parcel of property shown on afinal subdivision
map recorded in the Office of the Clerk of Morris County which has been
conveyed to an individual owner by a Smoke Rise Developer.

(9 “Lot Owner” means one or more persons or entity having fee smpletitleto a
Lot.

(® “Member” means an Owner who has satisfied all of the prerequisites for
membership in the Club as set forth in the Declaration and these Amended
Bylaws.

(u) “Operating and Maintenance Fund” means the operating account of the Club,

established and maintained for the purposes specifically set forth in Article IX,
Section 9(a), of these Amended Bylaws.

(V) “Property” shall have the meaning set forth in Section 2.1 of the Declaration.

(w)  “Quorum” means, in connection with any membership meeting, 15 percent of the
Eligible Votes unless otherwise required by the Certificate of Incorporation, the
Declaration, or these Amended Bylaws.

(x) “Resident Owner” means an owner of a Lot who has actually resided in the Club
for 183 or more days during the immediately preceding 12-month period.

(y) “Resident Spouse” means the spouse of an owner of a Lot who has actually
resided in the Club for 183 or more days during the immediately preceding 12-
month period. The term “Resident Spouse” will include a domestic partner
provided the State of New Jersey has statutorily recognized such relationships.

(2 “Declaration” means the Declaration of Covenants and Restrictions for The
Smoke Rise Club, Inc. in connection with which these Amended Bylaws have
been recorded as an exhibit.

(@) “Rulesand Regulations’ means those rules and regulations lawfully adopted by
the Board in accordance with the powers granted to it under the Governing
Documents or by law.
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(bb)  “Smoke Rise Community” means (i) the Property; (ii) al improvements now or
hereinafter constructed in, upon, over or through the Property, whether or not
shown on any exhibit to the Declaration; (iii) all rights, roads, privileges
belonging to or associated with the Property; and (iv) any and all lands, premises,
roads, interests, improvements, privileges which may be added to the Smoke Rise
Community.

(cc) “Tenant” meansany person having a possessory interest in aDwelling. Any
person not an Owner who resides in a Dwelling for more than 30 days (whether or
not the Owner is present) will be deemed a Tenant and the Owner must comply
with all Use Restrictions and Rules and Regulations, if any, applying to tenancies,
unless the Owner provides proof to the reasonable satisfaction of the Board that
the person residing in the Dwelling is not a Tenant.

Section 5. Organizational Structure. The Club shall utilize the following
organizationa structure:

@ Board of Governors;

(b) Officers of the Smoke Rise Club;
(© Standing Committees;

(d) Other Committees; and

(e Sub-Clubs

Section 6. Principal Office. Asof the adoption of these Amended Bylaws on
, 2005 the principal office of the Club is 9 Perimeter Road, Kinnelon, New Jersey
07405, County of Morris, State of New Jersey. The principal address of the Club may be
amended by recorded resolution of the Board, from time to time.

ARTICLE I
Applicability
Section 1. General. These Amended Bylaws, and all other Governing Documents,

will apply to al current and future Owners, occupants, Tenants or other persons or entities
claiming an interest in any Lot.

Section 2. Personal Application. All present and future Owners, occupants, Tenants,
future Tenants or their respective employees, or any other person that might use the facilities of
the Club in any manner, are subject to the terms of these Amended Bylaws. The acquisition, use,
or rental of aLot, or use of aCommon Property or easement, by any person or entity, shall
mandate compliance with these Amended Bylaws.
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ARTICLE I

Membership and Voting Rights

Section 1. Members. Subject to the pre-conditions that a new Owner: (a) attend a
mandatory orientation session with a committee designated by the Board (Section 18.2 of the
Declaration); and (b) pay the Acquisition Fees, if any (Article X, Section 11, of these Amended
Bylaws) every person, firm, Club, corporation or other legal entity who is arecord owner, or co-
owner of the fee simpletitle to any Lot shall be a Member of the Club; provided, however, that
any person, firm, Club, corporation or legal entity who holds such title or interest merely asa
security for the performance of an obligation (including but not limited to mortgagees or
Governors under deeds of trust) shall not be a Member of the Club. Failure of a Lot Owner to
qualify asa Member will not relieve the Lot Owner from payment of all fees assessed pursuant
to the Governing Documents.

Section 2. Associate Members. Every person who is entitled to possession and
occupancy of aLot asaTenant or lessee of aL ot Owner may be an associate Member of the
Club, but shall not be entitled to any vote with respect to Club matters,

Section 3. Change of Membership. Change of membership shall be accomplished by
recording in the Morris County Clerk's Office a deed or other instrument establishing a record
titleto aLot, and delivery to the Secretary of the Club at the principal office of the Club of a
certified copy of such instrument. The membership of the prior Owner shall simultaneously
terminate with the membership of a new Owner.

Section 4. Rights of Membership. Every person who is entitled to membership in the
Club, pursuant to the provisions of the Certificate of Incorporation and these Amended Bylaws,
shall be privileged to use and enjoy the Common Property subject to the terms and conditions of
Section 16.1 of the Declaration. Further, no new Lot Owner will be entitled to the benefits of
membership until he (or she) has participated in an orientation meeting with a committee
designated by the Board as set forth in Section 18.2 of the Declaration.

Section 5. Good Standing; Suspension of Rights.

@ If any individual Member is not in good standing, as defined in this section, no
vote may be cast with respect to any Lot in which that Member holds an
ownership interest. A Member isin good standing if the Member is (i) not in
default, breach or violation of the terms, conditions, restrictions or covenants
contained in the Governing Documents as determined following the opportunity
to have a hearing before the Judicial Committee, if any, or the Board, or (ii) not
more than 30 days late in the payment of any installment due for assessments
made or levied against the Lot by the Club pursuant to the Declaration or these
Amended Bylaws, together with all interest and/or costs, attorney's fees, penalties,
fines and other expenses chargeable to the Member, or the Member's Lot.
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(b) Any Member not in good standing seven days prior to a membership meeting,
will not, in connection with any Lot in which such Member has an ownership
interest, be permitted to cast any vote in connection with any matter coming
before the membership, nor be permitted to run for any elected office of the Club,
nor will the Lot(s) owned by such an Owner be counted towards the Eligible
Votes. The Board shall also have the right to suspend (i) the easement rights of a
Lot Owner who is not in good standing, as described in Paragraph 16.1(c)(ii) of
the Declaration; (ii) the right of a Lot Owner to participate in any Club or sub-
Club activities; (iii) the use of any Club recreational facilities; and (iv) aLot
Owner’sright to utilize the Club facility known as the “Inn” in connection with
any activity that is not open to the general public.

(© A Member’srights, as set forth in subsection (b) above, will be reinstated eight
days following the restoration of the owner’s good standing, provided, however,
that in connection with any adjournment of a meeting in connection with which
the Member was not in good standing, the Member will not have aright to vote or
be counted as an Eligible VVote in connection with such adjourned meeting.

Section 6. Votes. Members shall be entitled to one vote for each Lot to which the
Member holds title. When more than one person holds title, the vote for each Lot shall be
exercised as the co-owners among themselves determine. Memberswill be allowed to cast
ballots anonymously by mail, provided that a procedure will be utilized to ensure that a ballot
has been cast by aMember who isin good standing. A mailed ballot will constitute a proxy for
purposes of determining a quorum in connection with avote that is required to be conducted at a
meeting of the Members. Any vote may, at the election of the Board, be cast electronically
provided that (a) the Club is able to verify that the vote is cast by a Member eligible to vote, and
(b) the ballot may be cast anonymously, or where that is not reasonably practical the selection
indicated on any electronic ballot shall only be known to a person or persons appointed to count
the ballots, which person or persons shall not be a member of the Board and who shall subscribe
to an oath not to divulge the selection indicated by any Member casting an electronic ballot. If
the anonymity of an electronic ballot cannot be guaranteed, electronic voting may be permitted,
provided a Member is given the option of casting an anonymous written ballot. A Member
voting by electronic means will be deemed present at a meeting at which avoteisto be
conducted for the purpose of determining whether a guorum was obtained.

Section 7. Proxies. A written ballot shall, as provided in Section 6 of this Articlelll,
constitute a proxy. Formal proxies that provide the proxy with the discretion to cast a vote as the
proxy may determine will be permitted only where: (a) any matter to be voted on may result in
an alternative proposal being presented at a meeting of the Members; (b) there are more than
twice the number of candidates as there are Governor positions open for election; or (c) there are
less candidates than open Governor positions. In no event may a proxy document permit the
proxy agent to cast a vote on a matter other than as set forth on the written ballot to be voted
upon at a membership meeting, except procedural motions such as, but not limited to, motions to
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adjourn. All proxies must be in writing, signed by a Member, or by his duly authorized
representative(s) and delivered to the Secretary of the Club, or such other person as the President
may designate. All proxies will be effective only in connection with the meeting for whichiitis
given, and al lawful adjournments of the meeting. Proxies may be revoked, in writing, at any
time prior to the opening of the polls. Proxies may only be given to a Member of the Club in
good standing in the Club. All proxies shall be substantially in the form prescribed by the Board,
and if not in such form, shall be deemed invalid, which determination shall be made in the sole
and absolute discretion of the Board.

ARTICLE IV

Membership Meetings

Section 1. Place of Meeting. All meetings of the Members shall be held within the
community or at such other place convenient to the Members as may be designated by the Board,
provided that if ameeting is not held in the community it shall be held in Kinnelon Borough, or
in an immediately adjacent municipality.

Section 2. Annual Meetings. All annual meetings of the Members shall be held
during the month of November, on the date determined by the Board. Annual meetings shall be
scheduled in addition to the regular meetings of the Board of Governors set forth in Article VI,
Section 1, of these Amended Bylaws.

Section 3. Special Meetings. Special meetings of Members may be called by the
President whenever such a meeting is deemed advisable, or may be called by the Secretary when
so ordered by the Board, or upon the written request of Members representing not less than 15
percent of the Eligible Votes. The request must state the purpose(s) of such meeting and the
matter(s) proposed to be acted upon. Unless Members representing not less than 50 percent of
the Eligible Votes request such a meeting, no special meeting may be called to consider any
matter that is substantially the same as a matter voted upon at any meeting of the Members held
during the preceding 12 months. Specia meetings must be held within 45 days of thefiling of a
written request complying with the terms of this section.

Section 4. Emergency Meetings. In the event that the Board is required to deal with
such matters of urgency and importance that delay for the purpose of providing forty-eight (48)
hours advance notice would be likely to result in substantial harm to the interests of the Club, the
notice shall be deemed adequate if it is provided as soon as possible following the calling of the
meeting.

Section 5. Meeting to Review Use Restrictions and Standards. As provided in
Article 7.0 of the Declaration, upon the sixth anniversary of the recording of the Declaration, and
every six years thereafter, a meeting shall be held for the purposes set forth in Article 7.0 of the
Declaration. The meeting required under this section may be combined with the Annual Meeting
of the Club, and need not be conducted as a separate meeting.
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Section 6. Proxies and Adjourned Meetings. All proxies or ballots validly received
for the originally scheduled meeting shall remain in full force and effect for any such adjourned
meeting or special meeting and new proxies may be received for any such subsequent
reconvened meeting.

Section 7. Notice of Meetings. Notice of each meeting of Members, whether annual
or special, will be given not less than 10 days, nor more than 60 days before the day on which the
meeting isto be held. Notice will be sent by U.S. mail, regular post with postage prepaid,
addressed to the Lot Owner at the address on the records of the Club pursuant to Article X1X of
these Amended Bylaws. Every such notice shall state the time and place of the meeting and shall
state briefly the purpose(s) of the meeting. At least once each year, within thirty (30) days
following the annual meeting of the Club, the Board shall post and maintain posted throughout
the year, notice of Board meetings to be held in Board-designated locations. Notice of any
meeting in which the Board is to take action, other than the annual meeting, an emergency
meeting, or the meetings to be noticed under the preceding sentence, shall be given at least forty-
eight (48) hoursin advance of that meeting, including the time, date, location and when possible,
the agenda for that meeting, to all Lot Ownersin the manner provided in Article VII, Section 2
of these Amended Bylaws. Except where otherwise expressly required by law, no publication of
any notice of a meeting of Members will be required.

Section 8. Quorum and Adjourned Meetings. The quorum for any membership
meeting, unless otherwise specifically set forth in the Certificate of Incorporation, the
Declaration or these Amended Bylaws, shall be 15 percent of the Eligible Votes. Only Members
in good standing who are present in person or by proxy shall be counted in establishing a
guorum. Once a quorum has been established, the quorum will remain in effect, despite the
subsequent departure or absence of one or more persons from the meeting, provided that any
action taken by the membership is approved by at least a mgjority of the quorum for that
meeting. In the absence of a quorum, the persons holding votes present in person or by proxy and
entitled to vote, may, by majority vote, adjourn the meeting from time to time, until aquorum
shall be present or represented. To establish a quorum at the adjourned meeting, the number of
Members that were present either in person or by proxy at any meeting adjourned due to lack of
aquorum are considered present at any subsequent meetings of the original adjourned meeting,
except that issues not expressly voted on in any proxies cannot be counted. The quorum will be
determined by the Secretary or his designee.

Section 9. Organization. At each meeting of the Members, the President, or in his
absence, the Vice President, or in the absence of both, another Governor chosen by a majority
vote of the Members present in person or represented by proxy and entitled to vote at the
meeting, shall act asachair, and the Secretary, or in his absence, a person whom the Chair shall
appoint, shall act as Secretary of the meeting.

Smoke Rise Club, Inc. Amended Bylaws Page 8 of 44



Section 10.  Number of Votes Required. Except as otherwise required by the
Certificate of Incorporation, the Declaration, these Amended Bylaws, or any law, a quorum
being present, the affirmative vote of amajority of the quorum present, in person or by proxy,
will be sufficient on those matters that are to be voted on by the Members. Any vote permitted
to be cast by a Member, may be cast by the Resident Spouse of a Member who does not hold
record title to the Lot. Unless determined by a mgjority of the votes of the Members present at
such meeting, in person or by proxy, or determined by the chairperson of the meeting to be
advisable, the vote on any other question need not be by ballot, unless expressly otherwise
required pursuant to the Declaration or these Amended Bylaws.

Section 11.  Inspectors. If at any meeting of the Members a vote by ballot will be
taken on any questions, except the election of Governors, the Club’s accountant (or one or more
employees with the accounting firm acting as the Club’ s accountant) will act with respect to the
vote (hereinafter the “ Independent Inspector”). Notwithstanding the foregoing, no Independent
Inspector may be aresident of Smoke Rise. In connection with voting for candidates for
Governors, the vote shall be counted pursuant to the terms of Article V, Section 3 of these
Amended Bylaws. Each Independent Inspector shall first subscribe an oath stating that the
Independent Inspector promises to perform his or her duties to the best of hisor her ability and in
afair and impartial manner. The Independent Inspectors will decide upon the qualifications of
voters and will report the number of Eligible Votes represented at the meeting and entitled to
vote on the question, will conduct and accept the votes, and when the voting is completed, will
ascertain and report the number of votes respectively for and against the questions; but as to the
election of Governors, the number of votes received by each candidate will be reported to the
presiding officer of the meeting, but need not be reported to the membership at large. Reports of
the Independent Inspectors will be in writing and subscribed and delivered by them to the
Secretary of the meeting. The Independent Inspectors may obtain the opinion of the Club's
attorney concerning any matter within the Inspectors' discretion, as set forth in this section.

Section 12.  Closing of Polls. In any matter to be voted on by ballot (excepting such
matters voted upon at a meeting where a motion is approved to conduct a vote by ballot) the
polls for receipt of the ballots shall not close until 8:00 p.m. on the business day following the
date of the meeting.

Section 13.  Order of Business. The order of business at the annual meeting of the
Members or at any special meetings insofar as practicable shall be:

Call of theroll and certifying the proxies and determining the quorum;
Proof of notice of meeting and waiver of notice;

Approval of the minutes of the previous membership meeting;
Appointment of inspectors, if appropriate;

Election of Governors, if appropriate;

Receiving reports of officers (which reports may be in written form);
Recelving reports of committees (which reports may be in written form);
Membership comments;

SQ@ 0 o0 T
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I Noticed business,
J- Old business;

k. New business,

l. Adjournment.

Section 14.  Ascertainment of Votes Needed. Whenever the Governing Documents
require a specific percentage or fraction to vote in the affirmative, the percentage or fraction shall
be applied to the Eligible Votes, unless any provision of the Declaration, the Certificate of
Incorporation or these Amended Bylaws require a percentage of all Lot Owners to approve an
action. For example, under Article XV, Section 1(b), of these Amended Bylaws, an amendment
to the Bylaws may be approved by an affirmative vote of at least a majority of Eligible Votes
present in person or by proxy at aduly called annual or special meeting of the Members, with a
minimum quorum of 50 percent of the Eligible Votes. Thus, if 50 percent of the Membersin
Good Standing were present in person or by proxy at that meeting, then the amendment may be
approved by an affirmative vote equal to one-half of those Members plus one additional vote.

Section 15.  Minutes. Minutes of every membership meeting shall be taken by the
Secretary or the Secretary’ s designee. A copy of the unapproved minutes shall be available for
distribution to any Member requesting same in writing to the Secretary, or to the Secretary's
designee, no later than 30 days after the meeting.

ARTICLEV

Board of Governors

Section 1. Express and Implied Powers. The property, affairs and business of the
Club will be managed by the Board of Governors, which shall have all those powers granted to it
by law, the Declaration, the Certificate of Incorporation, and these Amended Bylaws, including,
without limitation, the power to:

(@ Establish, adopt and enforce rules and regulations (the "Rules and Regulations’)
in connection with the conduct of Owners, occupants, Tenants, guests, visitors
and invitees with respect to the Common Property and the Lots. In connection
with any rule or regulation that concerns Tenants or guests, any person, other than
achild, mother or father of a Lot Owner, who is not an Owner, and who residesin
a Lot Owner’s dwelling for more than 30 days (whether or not the Owner is
present) will be deemed a Tenant and the Owner must comply with all Rules and
Regulations, if any, applying to tenancies or leases, unless the Owner provides
clear and convincing proof to the reasonable satisfaction of the Board that the
person residing therein is not a Tenant; and

(b) Enforce by any legal means the provisions of the Governing Documents including
imposing fines, and bringing any proceedings that may be instituted on behalf of
or against the Owners concerning the Club; provided, however, the Club will not
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be obligated to take action to enforce any covenant, restriction or rule which the
Board in the exercise of its reasonabl e business judgement determinesis, or is
likely to be construed as inconsistent with applicable law, or in any case in which
the Board reasonably determines that the Club's position is not likely to be
successful unless the failure to do so would have a material detrimental impact
upon the value of any of the Lots or would materially affect the common welfare
of the Lot Owners, and

(c) Establish such committees in addition to the Standing Committees referenced in
Article X1, asthe Board may, from time to time, determine, which committees
will serve at the pleasure of the Board and in accordance with the duties and
limitations placed upon such committees by the resolution of the Board
establishing them;

(d) Authorize, in writing, the use of the “Smoke Rise” name by sub-clubs or such
other entities or organizations as the Board may determine, subject to such terms
and conditions as the Board may impose in its absol ute discretion; and the Board
shall be authorized to enforce, by any lawful means, itsright to limit the use of the
“Smoke Rise” name by those persons or entities who are not entitled to the use of
the name or by those persons or entities who have failed to comply with the terms
and conditions imposed by the Board for the use of the name, it being the
intention of this Section that no committee, sub-club or other entity be permitted
to use the “Smoke Rise” name without the written authorization of the Board.

(e) Exercise al powers necessary or reasonably implied to carry out the functions of
the Board as set forth in the Declaration, these Amended Bylaws, the Non-Profit
Corporations Act, or otherwise by law, it being the intention of this provision to
grant the broadest powers reasonably necessary to carry out its functions.

Section 2. Number and Qualifications; Nomination.

€) The Board will consist of 12 Governors, each of whom must be a Resident Lot
Owner or Resident Spouse of a Lot Owner who has resided in the Smoke Rise
Community for not less than three years prior to the date scheduled for the
election.

(b) All Members of the Club in good standing may vote for candidates for all
Governorships. Not more than one resident of a Lot may serve on the Board at
any onetime. No person may be a candidate for a Governor position who isnot a
Member in good standing. No person may be a candidate for a Governor position
who has not actively served for at least one year as a member of a Club committee
or as amember of a sub-club.
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(c) Prior to each election of Governors, the Board shall prescribe the opening date
and the closing date of a reasonable filing period in which each and every eligible
person who has a bona fide interest in serving as a Governor may fileasa
candidate. The Board may also establish other rules and regulations as it deems
appropriate to conduct the nomination of Governorsin afair, efficient and cost-
effective manner.

(d) The Nominating Committee shall nominate one or more qualified Members to be
acandidate for the Board, as set forth in Article XI1, Section 5, of these Amended
Bylaws, provided that the names of any candidate(s) proposed by the Nominating
Committee must be delivered to the Board, in writing, not later than 30 days after
the closing date provided in sub-part (c) of this Section.

(e The Board will forward the names of all nominees for election nominated prior to
the meeting, to the Members, not later than 10 days prior to the meeting and each
candidate will be given areasonable, uniform opportunity to communicate his or
her qualifications to the Members and to solicit votes.

()] In addition to candidates nominated by the Nominating Committee any Member
who satisfies the qualifications to be a candidate as set forth in these Bylaws may
become a candidate for a Governorship by obtaining a petition for their
nomination executed by Members (one Member per Lot) representing 10 percent
of thetotal Lotsin Smoke Rise. Such petition must be delivered to the Secretary
of the Club not later than closing date described in sub-part (c) of this Section.

Section 3. Election Procedures. All elections shall be by ballot cast at the annual
meeting in person or by proxy, absentee ballot or electronic ballot, if electronic ballot is
permitted in connection with such election. The Secretary shall cause notice of the election to be
mailed or delivered to each Owner at least 10 days prior to the annual meeting established by the
Board. Such notice shall be accompanied by awritten ballot listing all candidates for each
vacancy who have qualified in accordance with the terms of this Article. The notice shall
specify the name and address to which the ballot should be returned and, where a Member will
not attend, the date by which they must be received in order to be counted, which date shall be
the “Election Date.”

Each Owner holding an Eligible VVote, may cast a vote assigned to his Lot for each
position to be filled from the slate of candidates on which the Owner is entitled to vote. No
cumulative voting shall be permitted.

In any election where there are more candidates than vacancies open for election, the
ballots shall be counted by either (i) a committee of impartial Owners having no relationship
with any of the candidates; (ii) by areputable, independent third party organization organized to
provide such services, or (iii) the Club’s accountant (the “Inspector”). The Inspector may
commence the counting of the ballots that have been received by the Club at 5:00 p.m. on the
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date of the annual meeting, provided that each candidate who so desires may be present or have a
representative present to observe the counting of the ballots. The Inspector will also count all
ballotsin person at the election meeting. The Inspector shall determine the validity of all ballots
and proxies, and may consult with counsel to the Club in connection with determining the
validity of any ballot or proxy. If the Inspector disqualifies any proxy or ballot, it shall not be
counted, but shall be maintained by the Inspector for a period of a minimum of 60 daysin the
event the election is contested. That number of candidates equal to the number of positionsto be
filled receiving the greatest number of votes shall be elected.

Section 4. Election and Term of Office. Four Governors shall be elected at each
annual meeting to serve for aterm of three years. Governors may serve not more than two
consecutive full terms. Any Governor filling a partial term shall be deemed to have served afull
term if the remaining term of office, upon his or her appointment, exceeds 18 months. A
Governor who has served two consecutive full terms shall be eligible for election after such
Governor has not served for at least one full year (or the number of days occurring between two
consecutive annual meetings, whichever isless). At least thirty (30) days prior to the annual
meeting, the Board shall notify each Member by mail addressed at his last known place of
address of the name of the individuals who desire to be candidates for Governorships at the
meeting. Service of the notice may also be accomplished by delivery of the notice to the
Member at his last known address. A resume of each candidate shall accompany the 10-day
notice set forth in Article IV, Section 7, unless there are only four candidates, each of whom is
an incumbent Governor. The résumé may include only a summary of education, employment
and work and Club experience. If there is an unexpired term to befilled at the annual meeting,
the notice shall also contain the name and resume of the individual(s) who is a candidate for the
unexpired term. A Governor shall hold office until his successor has been elected.

Section 5. Removal of Governors.

@ At any duly held regular or special meeting of the Members, any one or more
Governors may be removed with or without cause by a majority of the Eligible
Votes present (no proxies), provided that (i) the notice of the meeting expressly
includes the removal of one or more Governors, and (ii) the Governor(s) whose
removal is proposed will receive not less than 7 days prior notice of the intention
to vote upon hisremoval, (iii) the Governor(s) will be given an opportunity to be
heard at the meeting, and (iv) the total votes cast in favor of removal constitute
not less than 25 percent of all Eligible Votes. If the removal of one or more
Governorsis proposed to be placed on the annual meeting agenda, a petition
containing 15 percent of the Eligible VVotes must be submitted to an officer of the
Club at least 30 days prior to the annual meeting. If one or more Governor’'s
removal isto be considered at any special meeting of the Club, the procedure
established in Article IV, Section 3, will be followed. If avote to remove a
Governor(s) is approved, a successor(s) may then and there be appointed by the
President (or where the President is removed, then the Vice-President) to fill the
vacancy thus created. Each person so appointed shall be a Governor for the
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unexpired portion of the term to which such person was appointed, unless, in
accordance with Section 6 below, the Members are entitled to elect a Governor
for the unexpired term.

(b) Any Governor who ceases to be a Resident Owner or Resident Spouse, or who is
determined not to be a Member in good standing for a period of more than 30
days after being notified that he is not a Member in good standing, will
automatically be removed as a Governor.

(© Any Governor missing more than three regular meetings of the Board in a 12-
month period without approval of the Board, may be removed by the remaining
Governors, in which case the vacancy will be filled pursuant to Section 6 below.
However, any Governor whose removal has been proposed by the Board shall be
given an opportunity to be heard at a Board meeting prior to the vote for removal.

(d) In the event that all of the Governors are removed, successors shall be elected by
the Members in the manner set forth in Article V, Section 3 of these Amended
Bylawsto fill the vacancies thus created. Each person so elected shall be a
Governor for the remainder of the term of the Governor whose term heisfilling
and until his successor is duly elected and qualified.

Section 6. Vacancies. Vacanciesin the Board caused by any reason other than the
removal of all Governors by avote of the Members shall be filled by appointment by the
President (or if the Governorship of the person who was serving as President becomes vacant,
then the Vice-President), promptly after the occurrence of any such vacancy. If the remaining
term of the vacancy isless than two years, any person so appointed shall be a Governor for the
balance of the remaining term and until a successor is elected. If the remaining term of vacancy
is more than two years, the person appointed by the President (or Vice-President, as the case may
be) shall serve until the next annual meeting at which time the Members shall elect a candidate to
fill the unexpired term. At any election at which Members are electing a candidate to fill an
unexpired term, and where one or more candidates has not opted to specifically run for the
unexpired term, the elected candidate receiving the fewest votes will fill the unexpired term. If
all of the Governors are removed pursuant to the terms of Section 5 above, an election shall be
scheduled within 45 days, which election shall be otherwise in accordance with the terms of this
Article V, to fill the unexpired portion of the terms of the removed Governors, with the four
candidates receiving the greatest number of votes serving athree-year term, the four candidates
receiving the next highest number of votes serving atwo-year term and the successful candidates
receiving the least number of votes serving a one-year term.

Section 7. Areas of Responsibility. The President shall appoint each Governor to a
specific area of responsibility, provided that the areas of responsibility will not bein lieu of the
duties of each officer as set forth in Article VI of these Amended Bylaws. The President must
appoint Governors to the following areas of responsibility:
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@ Orientation;

(b) Architecture and Variance;
(c) Maintenance,

(d) Aesthetics,

(e Security;

()] Village Inn;

(9) Infrastructure;

(h) Lake and Environment;

() Recreation; and

() Strategic Planning

In the event a standing committee does not exist for any of the foregoing areas of responsibility
or any other area of responsibility adopted by the Board, and the budget established for such area
of responsibility exceeds $25,000.00, the Governor appointed to such area of responsibility shall
appoint not less than five Members to a committee (excluding the Governor), which committee
shall meet not less than six times annually. The Governor shall appoint the chairperson of such
committee and the committee shall adopt a charter, which shall be subject to review and approval
of the Board. In the event the Board does not approve the charter as presented, it shall advise the
committee of the modifications required, and the committee shall adopt a charter as amended by
the Board. Every three years thereafter the committee shall review the charter and it shall be re-
approved by the Board following the same procedure as set out above. Notwithstanding any
provision of these Bylaws to the contrary, in the event the Club employs a full-time manager, the
requirements of this section may, in part or in full, be eliminated by a resolution of the Board,
provided that in no event shall the Architecture and Variance Committee, Audit Committee,
Nominating Committee or Judicial Committee be dissolved except by amendment duly adopted
pursuant to Article XV1 of these Amended Bylaws.

ARTICLE VI
Officers

Section 1. Designation. The officers of the Club shall be a President, a Vice-
President, a Secretary and a Treasurer, all of whom may, but are not required to be, members of
the Board. The Board may also elect such other Assistant Treasurers and Assistant Secretaries as
may be necessary in its judgment, provided that such assistants need not be members of the
Board. No person may hold more than one officer position.

Section 2. Election of Officers. The officers of the Club shall be elected annually by
the Board at the first Board of Governors meeting following each annual meeting and such
officers shall hold office at the pleasure of the Board.

Section 3. Removal of Officers. Upon an affirmative vote of nine Governors, any
officer may be removed, either with or without cause, after opportunity for a hearing, and his
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successor elected at any regular meeting of the Board, or at any special meeting of the Board
called for such purpose.

Section 4. Duties and Responsibilities of Officers.

@

(b)

(©)

(d)

(€)

(f)

The President will be the chief executive officer of the Club. The President shall
preside at al meetings of the Club and of the Board. The President shall have all
of the general powers and duties that are usually vested in the office of President
of anon-profit corporation.

The Vice-President will take the place of the President and perform the duties
whenever the President shall be absent or unable to act. If neither the President
nor the Vice-President is able to act, the Board will appoint another Governor to
so do on an interim basis. The Vice-President will also perform such other duties
as shall from time to time be imposed by the Board.

The Secretary will be responsible for the keeping of the minutes of all meetings of
the Board and the minutes of all meetings of the Members of the Club, which
functions shall generally be undertaken by arecording secretary who shall be an
employee of the Club designated by the Board; will have charge of such books
and papers as the Board may direct; and will, in general, perform all the duties
incident to the office of the Secretary.

The Treasurer will have the responsibility for the custody of Club funds and
securities and will be responsible for keeping full and accurate accounts of al
receipts and disbursements in books belonging to the Club. The Treasurer will be
responsible for the deposit of all monies and other valuable effects in the name,
and to the credit of the Club in such depositories as may from time to time be
authorized by the Board.

The Assistant Treasurer, if any, will perform the duties of the Treasurer whenever
the Treasurer shall be absent or unable to act.

The Assistant Secretary, if any, will perform the duties of the Secretary whenever
the Secretary shall be absent or unable to act.

Section 5. Other Duties and Powers. The officers will have such other duties, powers

and responsibilities as shall, from time to time, be authorized by the Board.

Section 6. Eligibility of Governors. Nothing herein contained will prohibit a

Governor from being an officer.
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ARTICLE VII

M esetings of the Board of Governors

Section 1. Notices, Waiver of Notice. Regular meetings of the Board may be held at
such time and place as must be determined from time to time by a majority of the Board, but at
least nine meetings must be held each year. Notice of regular meetings of the Board will be
given to each Governor by telephone, mail, telegram or, if accepted in writing by a Governor as
an authorized form of notice, by email, (any of the foregoing being “Valid Notice”) at least 10
days prior to the day of the meeting. Special meetings of the Board may be called by the
President on three days' notice to each Governor by Valid Notice, which notice shall state the
time, place and purpose of the meeting. Special meetings of the Board may be called by the
President or the Secretary in like manner and on like notice on the written request of at least
three Governors. Any Governor may, at any time, waive notice of any meeting of the Board in
writing and such waiver shall be deemed equivalent to the giving of notice. Actual attendance
by Governors at any meeting of the Board shall constitute awaiver of notice by him of the time
and place thereof. If all the Governors are present at any meeting of the Board, no notice shall
be required and any business may be transacted at such meeting.

Section 2. Meetings Open to Lot Owners; Notice. No lessthan four (4) meetings of
the Board each year shall be open to attendance by the Lot Owners. All other meetings of the
Board except conference or working sessions at which no binding votes are taken, will al'so be
open to attendance by all Members, except that the Board may, at its discretion, exclude or
restrict attendance at those meetings, or portions of meetings, dealing with:

@ Any matter the disclosure of which would constitute an unwarranted
invasion of individual privacy, including, without limitation, records, data,
reports or information relating to an individual’s personal or family
circumstances, unless the individual concerned or theindividual’s
representative consents, in writing, to public disclosure;

(b) Any pending or anticipated litigation or contract negotiations;

(© Any matters falling within the attorney-client privilege, to the extent that
confidentiality isrequired in order for the attorney to exercise the ethical
duties of alawyer; or

(d) Any matter involving the employment, promotion, discipline or dismissal
of any employee or officer of the Club.

Written notice of the date, time, place and the agenda, to the extent known, of all open
meetings of the Board of Governors shall be given by the Board to all Lot Owners at least seven
days prior to aregular meeting and 3 days prior to a special meeting. Notice shall also (a) be
posted in at least one place on the Common Property that is accessible at all timesto all Lot
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Owners, (b) be filed with the community manager, and (c) be published in one or more
newspapers of general circulation, if such publication isrequired by law. Moreover, the Board
shall also, within 30 days following the annual meeting of the Club, post in at least one place on
the Common Property, and file with the community manager a schedule of the regular Board
meetings to be held in the succeeding year, and make appropriate revisions thereto, as required.
The date, time and location of each meeting shall be contained in the notice.

The foregoing notice will not be required in the event of an emergency, provided that only
emergent matters may be voted upon at such meeting.

Section 3. Organization. The presiding officer of the Board of Governors' meetings
shall be the President, or in his absence, the Vice President, or in the absence of both of them a
Governor selected by the magority of the remaining Governors. The presiding officer will act as
the chair of the meeting. The Secretary, or in his or her absence, a Governor appointed by the
chair, shall act as Secretary of the meeting.

Section 4. Minutes. Minutes of the Board meetings will be taken, and copies of
minutes will be made available to Lot Owners at the meeting following their approval by the
Board, within seven (7) days following receipt of awritten request by aLot Owner. Minutes of
closed meetings will be taken separately, and will not be available to Lot Owners, until the need
for confidentiality no longer applies. Thereafter such minutes will be available on the same basis
as other minutes of the Board.

Section 5. Agenda. An agendashall be followed for each meeting and copies of the
agenda shall be made available to the Lot Owners at the beginning of each meeting and, to the
extent known, will be made available through electronic means at least 72 hours prior to the
meeting. The agenda shall include, in order:

Calling of therall; Certification of quorum;

Proof of notice of meeting or waiver;

Approval of minutes of previous meeting;

Membership comments;

Specific topics of business;

Acceptance of reports of officers (which reports may be in written form);
Acceptance of reports of committees (which reports may be in written form);
Manager’s report;

Old Business,

New Business;

Adjournment

XU T SQmo a0 o

Upon motion and approval by a majority of the Board, the order of the agenda may be
amended in the discretion of the Board. Each open meeting of the Board will provide for a
period of Lot Owner comment following the calling of the roll, which period of Lot Owner
comment may not exceed 45 minutesin its entirety, or such longer time as the Board may
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determine, and the President or acting chair of the meeting may place reasonable limitations
upon the time given to each Lot Owner seeking to comment to allow sufficient time for all Lot
Owners seeking to comment. The Board will also provide a Lot Owner comment period prior to
any vote of the Board concerning: (i) the adoption of rules or regulations; or (ii) the adoption of a
budget, provided that the presiding officer may, at the officer's discretion, limit the total

comment period to not less than 45 minutes and may reasonably limit commentsin such a
manner so as to provide each Lot Owner seeking to comment with an opportunity to do so. The
failure to provide an adequate comment period or opportunity for each Member wishing to
comment to do so will not be a basis upon which any action otherwise properly taken by the
Board may be voided.

Section 6. Quorum, Voting and Adjourned Meetings. A majority of the Governors
serving on the Board who are present in person at a Board meeting will constitute a quorum for
the transaction of business. The vote of a majority of those present at a Board meeting at which
aquorum is present shall be necessary for valid action by the Board on any matter, unless
otherwise set forth in these Amended Bylaws. After a quorum of the Board of Governors has
been established, the quorum will remain in effect, despite the subsequent departure or absence
of one or more Governors thereafter, provided that any action taken is approved by at least a
majority of the required quorum. If at any meeting of the Board there shall be less than a quorum
present, the majority of those present may adjourn the meeting to a new date. At any such
adjourned meeting at which a quorum is present, any business that may have been transacted at
the original meeting may be transacted without further notice.

Section 7. Joinder in Meetings by Approval of Minutes. The transaction of any
business at any meeting of the Board, however called and noticed or whenever held, will be valid
as though a meeting duly held after regular call and notice, if aquorum is present; and if either
before or after the meeting, each Governor signs a written waiver of notice, or a consent to the
holding of the meeting, or an approval of the minutes thereof or of the resolution or act adopted
at such meeting. All such waivers, consents or approval, shall be in writing and filed with the
Secretary and made a part of the minutes of the meeting even though filed subsequent thereto.

Section 8. Non-Waiver. All the rights, duties and privileges of the Board will be
deemed to be continuing and shall not be exhausted by any single act or series of acts. To the
same extent, the failure to use or employ any remedy or right hereunder or hereafter granted shall
not preclude its exercise in the future nor shall any custom bind the Board.

Section 9. Consent in Lieu of Meeting and Vote. Despite anything to the contrary in
these Amended Bylaws, the Certificate of Incorporation or the Declaration, the entire Board of
Governors shall have the power to take action on any matter on which it is authorized to act,
without the necessity of aformal meeting and vote, if the entire Board, or all the Governors
empowered to act, whichever the case may be, shall consent in writing to such action.
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ARTICLE VI

Powers, Duties of the Board of Governors

Section 1. Powers, Duties and Responsihilities. It shall be the affirmative and

perpetual obligation and duty of the Board to perform the following:

@

(b)

(©)

(d)

(€)

(f)

Cause the Common Property to be maintained according to accepted standards as
set forth in the Declaration and including, but not limited to, such maintenance,
painting, replacement and repair work as may be necessary, Common Property
lawn maintenance and clearing of snow from roadways as the Board may deem
appropriate. All repairs and replacements shall be substantially similar to the
original application and installation and shall be of first-class quality; and

Investigate, hire, pay, supervise and discharge the personnel necessary to be
employed, and provide the equipment and materials necessary, in order to
properly maintain and operate the Common Property. Compensation for the
services of such employees (as evidenced by certified payroll) shall be considered
an operating expense of the Club; and

Cause to be kept a complete record of all its acts and corporate affairs and to
present a summary report thereof to the Members at the annual meeting or at any
special meeting when requested in writing at least 21 days in advance by
Members representing at least 15 percent of the Eligible Votes; and

Allocate common surplus or make repairs, additions, improvementsto, or
restoration of the Common Property in accordance with the provisions of these
Amended Bylaws, the Declaration and the after damage or destruction by fire or
other casualty, or as aresult of the condemnation or eminent domain proceedings,
and

Take such action as may be necessary to comply promptly with any and all orders
or requirements affecting the premises maintained by the Club placed thereon by
any federal, state, county or municipal authority having jurisdiction thereover, and
order the Board of Fire Underwriters or other similar bodies; and

Place and keep in force all insurance coverages required to be maintained by the
Club, applicable to its property and Members including, but not limited to:

(1) Physical Damage Insurance. To the extent available in the normal
commercial marketplace, broad form insurance against loss by fire and
against loss by lightning, windstorm and other risks normally included
within all risk extended coverage, including vandalism and malicious
mischief, insuring all buildings and betterments located upon the Common
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Property, together with all service machinery appurtenant thereto, as well
as common personalty belonging to the Club, and covering the interest of
the Club and the Board in an amount equal to the full replacement value of
the buildings located upon the Common Property (exclusive of
foundations and footings), and betterments, without deduction for
depreciation. Prior to obtaining any renewal of apolicy of fireinsurance,
the Board shall obtain an appraisal or other written evaluation of an
insurance broker licensed to conduct business in New Jersey or other
qualified expert asto the full replacement value of the buildings located
upon Common Property (exclusive of foundations and footings) and
betterments, for the purposes of determining the amount of fire insurance
to be obtained pursuant to this subparagraph. The amount of any
deductible and the responsibility for payment of same shall be determined
by the Board, in its sole discretion.

(i) Public Liability Insurance. To the extent obtainable in the normal
commercia marketplace, public liability insurance for personal injury and
death from accidents occurring within the Common Property (and any
other areas which the Board may deem advisable), and the defense of any
actions brought by injury or death of a person or damage to property,
occurring within such Common Property, and not arising by reason of any
act or negligence of any individual Lot Owner. Said insurance shall bein
such limits as the Board may, from time to time, determine, covering each
member of the Board, the managing agent, the manager, and each
Member, and shall also cover cross liability claims of an insured against
another. Such public liability insurance shall be in asingle limit of not less
than $ 5,000,000 covering all claims for personal injury or property
damage arising out of any one occurrence. The Board shall review such
limits once ayear.

(iii)  Governors, Officers, and Committee Members' Liability Insurance. To
the extent obtainable in the normal commercial marketplace, liability
insurance indemnifying the Governors, Officers and Committee Members
of the Club against liability for errors and omissions occurring in
connection with the performance of their dutiesin an amount of at least
$2,000,000 with any deductible amount to be in the sole discretion of the
Board.

(iv)  Workers Compensation Insurance. Workers Compensation and New
Jersey disability benefits insurance as required by law.

(v)  Water Damage. Water damage legal liability insurance.
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(vi)  Flood Insurance. Flood hazard insurance in the event any of the insurable
improvements located upon the Common Property are located within a
federally designated zone of the greater than minimal flood hazard.

(vii) Bailer Insurance. To the extent obtainable in the normal commercial
marketplace, boiler explosion liability insurance.

(viii)  Other Insurance. Such other insurance as the Board may determine to be
appropriate.

All policies shall: (i) provide if possible for recognition of any insurance trust
agreement of the Club and that adjustment of loss shall be made by the Board of Governors with
the approval of the Insurance Trusteg, if any, and that the net proceeds thereof, if $50,000 or less
shall be payable to the Board, and if more than $50,000 shall be payable to the Insurance
Trustee, if any; (ii) require that the proceeds of physical damage insurance be applied to the
restoration of such Common Property and structural portions and service machinery asis
required by the Declaration and these Amended Bylaws; (iii) to the extent obtainable contain
agreed amount and inflation guard endorsements; construction code endorsement; demolition
cost endorsement; contingent liability from operation of building laws endorsement and
increased cost of construction endorsement; (iv) provide that the insurance will not be prejudiced
by any act or omission of individual members that are not under the control of the Club; (v) to
the extent obtainable contain waivers of subrogation and waivers of any defense based on co-
insurance or of invalidity arising from any acts of the insured; and (vi) provide that such policies
may not be canceled without at |east 30 days' prior written notice to all the named insureds.

All policies shall show the named insured as. "The Smoke Rise Club, Inc.,” or the
Club's Insurance Trustee, if any. The policies must require the insurer to notify in writing the
Club, at least 30 days before it substantially changes the Club's coverage.

The premiums for any and all insurance coverage maintained by the Club shall be
a Common Expense of the Club.

To the extent reasonably obtainable in normal commercial marketplace, the Club
shall provide liability coverage for all committees and sub-clubs. Where such coverageis not
available to a sub-club, such sub-club must provide evidence of insurance coverage naming the
Club as an additional insured in an amount of not less than $1,000,000.00, by an insurance
company authorized to do business in the State of New Jersey and which insurance company is
acceptable to the Board.

(9) Cause, on behalf of the Lot Owners, solid waste, including recyclable waste, to be
disposed of, in the event the Borough of Kinnelon does not provide solid waste disposal.

(h) Manage the fiscal affairs of the Club as hereinafter provided in Article I X.
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(1) Appoint such committee members as are provided for pursuant to the terms of the
Amended Bylaws.

ARTICLE IX

Fisca Management

Section 1. Fiscal Year. Thefiscal year of the Club shall be determined by the Board
of Governors, but shall not be changed more frequently than once every three years.

Section 2. Approval of Budget and Annual Assessment, Notice of Budget. The
budget and Annual Assessment for each fiscal year shall be approved by a majority of a quorum
of the voting Members at the annual meeting of the Club. A copy of the proposed budget that
was approved by the Board shall be mailed to all Lot Owners at the address appearing on the
records of the Club at least 10 calendar days prior to the date of the annual meeting. The Lot
Owners shall be given the opportunity to comment on the budget or its component parts.
Members shall be allowed a comment period of not less than 45 minutes, and reasonable
limitations may be placed upon the comment time given each Lot Owner seeking to comment, to
allow sufficient time for al Lot Owners seeking to comment. The Board shall give written
notice to any Eligible Mortgage Holder who requests same, of the budget adopted by the voting
Members for the management and operation of the Club for the next ensuing budget period. 1f
the Members do not approve the budget, the Board will prepare an amended budget that
addresses the concerns of the Membership no later than two (2) weeks following the vote. The
amended budget and assessment can be levied if approved by a majority of the quorum of the
voting Members, who cast votes either in person or by proxy, at a meeting called for that purpose
upon ten (10) days written notice to each voting Member. If the voting Members do not approve
the amended budget at the special meeting, the budget for the current fiscal year will be the
amount of the prior fiscal year’s budget increased by the extent of changesin the current
Consumer Price Index for Consumer Price Index-All Urban Consumer: New Y ork-Northern
New Jersey-Long Island, NY-NJ-CT-PA, All Items 1982-84=100, compiled by the Bureau of
Labor Statistics, the United States Department of Labor, (the “Index”). The Index for October of
the year preceding the year in which the budget was not approved will be the Reference Base
Index. The amount of the budget shall be increased by the positive difference between the Base
Reference Index and the Index as of October of the then current year (the “CPI Adjusted
Budget”).

If the Index isrevised after the date of the adoption of this Declaration, the percentage of
change pursuant to this section must be calculated on the basis of the revised Index. If the
revision of the Index changes the Reference Base Index, the Reference Base Index must be
determined by multiplying the Reference Base Index then applicable by the rebasing factor
furnished by the Bureau of Labor Statistics. If the Index is superseded, then the Index referred to
in this Articleis the one represented by the Bureau of Labor Statistics as reflecting most
accurately changes in the purchasing power of the dollar for consumersin the New Y ork
Metropolitan Area.
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The administrative failure to deliver a copy of the proposed budget to one or more Lot
Owners prior to the annual meeting, as required by this section, shall not invalidate approval by
the Membership of the budget.

Section 3. Common Receipts. The Board shall have the duty to collect through legal
enforcement proceedings, if necessary, from each Lot Owner, his, her, or their heirs,
administrators, successors and assigns, as “Common Receipts,” the proportionate part of the
Annual and Special Assessments assessed against such Lot Owner as provided in the
Declaration, the Certificate of Incorporation, these Amended Bylaws, and in accordance with
applicable law.

Section 4. Assessment Period. The Annual Assessment period shall be consistent
with the Club’ sfiscal year.

Section 5. Special Assessments. The Board may levy a Special Assessment in
accordance with the terms of Section 12.4 of the Declaration.

Section 6. Collection of Annual Assessments. Lot Owners shall pay to the Club
either (i) the entire balance of the Owner’s pro-rata share of the Annual Assessment by January
31%, or (ii) at least 30 percent of the Owner’s pro-rata share of the Annual Assessment by
January 31%, followed by 7 equal monthly installments starting in March including interest
thereon at interest rates determined from time to time by the Board of Governors, with such
Owner’s pro-rata share being determined by the Club pursuant to the terms of Section 2 of this
Article IX. If an Owner elects option (ii) in the preceding sentence and thereafter fails to make
any required monthly payment within 30 days of the date it is due, the balance of the monthly
payments for the then current fiscal year will be accelerated. The Board may, by resolution,
adopt such Annual Assessment payment interval asit determines, provided, however, that
notwithstanding the payment interval chosen, the failure to pay any interval payment within 30
days of its due date shall cause acceleration of the balance of payments for the then current
fiscal year.

Section 7. Disbursements. The Board will collect and hold the funds as collected and
shall disburse the same for the purposes and in the manner set forth herein and as required by the
Declaration, the Certificate of Incorporation, and applicable law.

Section 8. Depositories. The depository of the Club will be a bank or banks, or other
financia institutions providing a reasonably secure depository for the funds of the Club as will
be designated from time to time by the Board and in which the monies of the Club will be
deposited. Withdrawal of monies from such accounts shall be only by checks signed by at |east
one (1) officer asis authorized by the Board or by use of a Board-authorized purchasing card
with predetermined credit limits. Check signing limits shall be established by the Treasurer with
approval of the Board.
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Section 9. Accounts. The receipts and expenditures of the Club shall be related to
the Operating and Maintenance and Capital Fund.

@ The Operating and Maintenance Fund (*O&M Fund”) includes the Annual
Assessments and other operating revenues that are available to pay expenses on an unrestricted
basis and shall be utilized, without limitation, for expenses for the year in which the budget is
adopted and will include general Club Property maintenance (e.g. landscaping, irrigation, snow
clearing, etc.), payroll, utility charges, annual insurance premiums, professional fees, and the
like. At the end of each fiscal year, the unexpended amount remaining in the O&M Fund shall
be applied to reduce the assessments for current expenses for the succeeding year, or may be
distributed to the Membership, as the Board may determine by resolution, or as otherwise may
be required to be determined in accordance with the regulations promulgated by the Internal
Revenue Service. Included in this Fund will be a Contingency Reserve that will be maintained at
aminimum level which isequal to ten (10) per cent of the total budget of Capital and Operating
and Maintenance expenditures.

(b) The Capital Fund (“Capital Fund”) includes net assets generated by revenues
from Acquisition Fees and capital assessments that are temporarily restricted to the purchase of
capital improvements and furtherance of the Club’s physical infrastructure. The Capital Fund
will be used for the acquisition or replacement of capital assets of the Club that isin accordance
with the Smoke Rise Club Capitalization Policy.

Section 10.  Treatment of Surplus and Deficits at end of each Fiscal Y ear.

@ The framework for the treatment of Fund surpluses and deficitsis asfollows: At
the end of each fiscal year, during the budget process, if it is determined that a net surplus will
exist in the Operating and Maintenance or Capital Fund, the net surplus shall be classified as
“Prior Year Surplus’ in the revenues section of the next year’s budget, thereby reducing the next
year's budget assessment for the Fund(s). If it is determined that a net deficit will exist in either
Fund, the net deficit shall be classified as“Prior Y ear Deficit” in the expenses section of the next
year’s budget, thereby increasing the next year’ s budget assessment for that Fund(s). In this
manner, equity account balances shall never be less than zero on the first day of the beginning of
each fiscal year for the Operating and Maintenance and Capital Funds.

(b) Should it be determined during the fiscal year, after athorough review of all
budgeted line items within the Fund, that atemporary or permanent cash shortfall will exist in
the Operating and Maintenance or Capital Fund, the Board shall raise additional moniesin the
Fund in the following sequential manner: 1) utilize monies from the contingency reserve (which
isasum provided for in each annual budget), then have the option to either 2) borrow monies
fromits credit line, or 3) levy a special assessment, which may be, but will not be limited to, an
interim measure.

A temporary cash shortfall is defined as being caused by timing differences
between the collection of revenues and the payment of expenses, and will normally occur prior to

Smoke Rise Club, Inc. Amended Bylaws Page 25 of 44



the collection of the Club’s Assessment Revenues. A permanent cash shortfall is defined as
being caused by either collecting less revenue or incurring greater expense, or a combination
thereof, than the approved Fiscal Budget, and will generally occur during the latter part of the
Club’ sfiscal year.

Borrowing monies from its credit line/margin account or utilizing monies from
the Contingency Reserve requires approval of the Board. A specia assessment, whether interim
or otherwise, requires approval of the membership.

Monies utilized or borrowed by the Operating and Maintenance or Capital Funds
for temporary cash shortfalls must be repaid when the Assessment Revenues are ultimately
received, whereas monies utilized or borrowed for permanent cash shortfalls must be repaid from
the subsequent year’ s budget of the Borrowing Fund.

(c) The Treasurer shall invest the excess cash of the Club, not to include borrowed
funds, in a prudent manner to obtain areasonable yield, while maintaining the liquidity necessary
to support the Club’s current and anticipated operating requirements.

Investments should not exceed a one-year maturity and should be restricted to
U.S. Government direct, agency or guaranteed debt; corporate debt (rated at least AA, by
Standard and Poor’ s or Aa by Moody’s); or, maor money market funds, money market deposit
accounts or certificates of deposit issued by domestic FDIC-insured banks (at least S& P rated A,
or Moody’s, rated A3), Treasury Bills or commercial paper (rated at least A-1 by Standard and
Poor’s or P-1 by Moody’s). Corporate debt shall not exceed one-third of the total of such
investments.

Interest income received on investments and interest expense paid on borrowings
shall be accounted for and reported in the Operating and Maintenance Fund.

Section 11.  Acquisition Fees. Each purchaser, upon acquiring titleto aLot, shall, asa
condition of membership in the Club, pay an Acquisition Fee as determined from time to time by
the Board of Governors.

The foregoing fee will be nonrefundable, nontransferable and shall not be credited
to the purchaser by the Club upon sale by the purchaser of his, her, or their Lot. The following
additional rules shall apply to the obligation to pay an Acquisition Fee:

€)] If all partiesowning aLot (“Original Lot™) purchase an additional Lot (“New
Lot”) and transfer the Original Lot to athird party (in which none of the parties
owning the Original Lot have an ownership interest) within 365 days after
acquiring the New L ot, the Acquisition Fee paid upon acquisition of the Original
Lot shall be refunded.
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(b)

(©

(d)

(€)

(f)

(9)

(h)

(i)

If all of the parties owning an Origina Lot sell the Original Lot and do not close
titleto a New Lot within 365 days, and thereafter all parties owning the Original
Lot purchase a New Lot, the Acquisition Fee shall be the difference between the
fee paid upon closing of the Original Lot and the amount of the acquisition fee
then being charged by the Club upon closing of the New Lot.

If two or more persons jointly acquire a Lot and thereafter one of the Owners of
the Lot acquires another Lot, with one or more of the other Owners retaining title
to the Original Lot, afull Acquisition Fee will be due upon closing of the New
Lot.

If aLotisowned by one spouse or lawfully recognized domestic partner and the
other spouse or lawfully recognized domestic partner is conveyed an interest in
the Lot, no Acquisition Fee shall be due.

If aLotisconveyed to afamily member other than a spouse or lawfully
recognized domestic partner, an Acquisition Fee shall be payable to the Club.

If aLotis purchased for the purpose of construction or renovation of a dwelling
and sale of same to athird party, an Acquisition Fee shall be due upon the
purchase of the Lot and, again, upon the purchase by the third-party buyer.

If aLotisconveyed pursuant to awill or trust agreement to a father, mother,
child, brother or sister of one of the Owners, an Acquisition Fee shall be payable
to the Club.

If aLotisconveyed to aliving trust by Owners who maintain the dwelling on the
Lot astheir residence, no Acquisition Fee shall be payable to the Club.

Any party claiming an exemption to the payment of an Acquisition Fee as set
forth in this section must advise the Club in writing within 30 days following
closing of title on the Lot for which an exemption is claimed. In order to qualify
for the exemption the party claiming an exemption shall comply with all
reasonable requests by the Board for additional documentation. Any person who
has paid an Acquisition Fee and who has failed to make written request for an
exemption within 90 days of the closing upon the Lot shall not be entitled to a
refund of the Acquisition Fee.

Any unpaid Acquisition Fee shall be alien on the Lot and collectable in the same

manner as any unpaid Annual and Special Assessment attributable to the Lot. The Board may,
by resolution, reduce or eliminate the Acquisition Feeif, in the exercise of its sole discretion, it
determines that such fee is having a detrimental impact upon the sale of Lots within Smoke Rise.
At any time thereafter the Board may restore the Acquisition Fee to such sum as the Board may
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determine. The reduction or elimination of the Acquisition Fee by the Board on one or more
occasions shall not entitle any Owner who previously paid the Acquisition Fee to a refund.

Section 12.  Financial Statements Procedure. The financial statements of the Club, and
the budgets included in the Ten Day Notice, shall be prepared on an accrual basis in accordance
with Generally Accepted Accounting Principles for nonprofit organizations. The Club’s year-
end financial statements shall be audited by an independent certified public accounting firm.
Copies of the accounting firm'’ s reports shall be made available to the Club Membership. The
independent CPA firm shall be recommended by the Audit Committee and approved by the
Board of Governors.

Section 13. Delinquent Lot Owner.

@ “A Delinquent Lot Owner” means a Lot Owner who owes any annual or special
assessment, fines, or any other charges to the Club that are 30 or more days past due.

(b) Late fees may be levied on a Lot when an assessment payment balance or
monthly installment payment is not received within 10 days of the due date; the Lot Owner shall
be so notified and billed by the Club. The late fee shall be an amount to be determined by the
Board by resolution and will be applied to each installment that is not paid by its due date. If an
installment remains |ate for more than thirty (30) days, the Board may accelerate al remaining
installments for the assessment period for the Lot; the Lot Owner(s) shall be notified by certified
mail return receipt requested upon acceleration. All installments of the annual assessment that
are more than 30 days |ate shall bear interest until the installment is paid, at such rate as may be
established by resolution of the Board. If any installment of the annual assessment is more than
60 days past due, the Board may cause the recording of a notice of lien with the Morris County
Clerk’s Office. If any installment is not received within 90 days after the date it was due, the
Board may foreclose the lien in the manner prescribed for the foreclosure of mortgages, or
commence an action against the Lot Owner(s) seeking payment of all outstanding amounts. All
costs and legal feesincurred by the Club to recover any past due installment shall be paid by the
Delinquent Lot Owner and will be assessed against the Lot and may be collected in the same
manner as the collection of the annual assessment.

Section 14.  Assignment of Rent.

€)) Subject to the rights of First Mortgagees, the Club may collect from the rent due
from atenant to a Delinquent Lot Owner, as defined in Section 13, an amount not more than the
unpaid assessments, late fees, interest, and costs of collection, including reasonable attorneys
fees (collectively, “charges’).

(b) Prior to taking any action permitted by this Section, the Club will give written
notice by certified mail, return receipt requested to the Delinquent Lot Owner at the Lot Owner’s
last known address, of the Club’sintent to collect the rent. The notice will set forth the exact
amount the Club claimsis due and will indicate the intent of the Club to collect the past due
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charges from rent, along with any other amounts that become due in the future and that remain
unpaid for 30 days after becoming due, including any Annual Assessment fees lawfully
accelerated pursuant to the Declaration and Amended Bylaws. A copy of the notice will also be
sent to the Lot’ s First Mortgagee. Any cost incurred by the Club to ascertain the identity of the
First Mortgagee, including the cost of the preparation of atitle search, will constitute additional
charges with respect to the Lot.

(© A Delinquent Owner will have 10 days from receipt of the notice required to be
sent pursuant to paragraph (b) above to provide proof of payment or a statement of the grounds
upon which the assessment is disputed. Upon the failure of the Delinquent Owner to respond
within 10 days after receipt of the notice, or within 15 days of mailing if no receipt is obtained,
and provided that no notice is received from the First Mortgagee that it is exercising its right of
assignment of rental proceeds, the Club will be entitled to notify and direct each tenant renting a
Lot from the Delinquent Owner to pay all or a portion of the rent otherwise due from the
Delinquent Owner to the Club. The amount to be applied from the rent will be limited to the
lesser of: (i) the amount as stated in the notice to the Delinquent Owner or, (ii) an amount
adjusted to reflect any calculation errors sought to be corrected by the Lot Owner, as stated in the
response to the Club, if timely sent. No offset will be allowed for amounts that are unrelated to
claims of calculation errors. The Club will have a continuing right to collect the rent from the
tenant or tenants until the delinquent charges are paid in full.

(d) Nothing in this Section will prevent a Lot Owner or the Club from seeking a
judicial remedy in acourt of competent jurisdiction.

(e This Section will not affect the right of a First Mortgagee that is entitled to an
assignment of rents and which has exercised its rights by written notice recorded in the Morris
County Clerk’s Office and such First Mortgagee may collect such rents in accordance with an
assignment of rents under which it is an assignee.

Section 15.  Termination of Membership. No obligation or liability of a Lot Owner
that accrued during ownership of a Lot shall expire, terminate or be waived upon termination of
membership, nor shall termination of membership impair any rights or remedies that the Club
may have against any former Owner.

Section 16.  Accessto Records. The audited financial statements, aswell as all books,
records and papers of the Club, shall be made available for examination or for copying by any
Member and his authorized agents, during reasonable business hours, in the offices of the
community manager or such other place reasonably convenient to both the Club and the
requesting Member, within 10 business days of written request by the Member, except any
records: (i) the disclosure of which would constitute an unwarranted invasion of individual
privacy; (ii) concerning pending or anticipated litigation or contract negotiations; (iii) falling
within the attorney-client privilege, to the extent that confidentiality is required in order for the
attorney to exercise his ethical duties as alawyer; or (iv) involving the employment, promotion,
discipline or dismissal of a specific officer or employee of the Club; however, increasesin the
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amounts of compensation awarded to an employee of or under contract with the Board shall not
be deemed a matter of personal privacy. If aMember requests copies of any documents required
to be made available under this Section, the Club shall make a copy for the Member at a
reasonable cost to the Member, or may permit the Member to make copies, at the discretion of
the Club. Notwithstanding the 10 business days' notice requirement of this section, the Club
shall be entitled to respond within a reasonable time period for requests for records spanning
more than one year, or for requests which will require the copying of voluminous documents.

Section 17.  User Fees. In addition to other charges or assessments provided for in this
Article, the Board may also assess user fees under the terms of Section 12.3 of the Declaration.
User fees shall be collectible in the same manner as the Annual Assessments.

ARTICLE X

Corporate Seal

The Club shall have aseal in circular form having within its circumference the words
"The Smoke Rise Club, Inc."

ARTICLE XI

Compensation, |ndemnification and Exculpability of Officers,
Governors Committee Members and Former Trustees

Section 1. Compensation. No compensation will be paid to any officer, Governor, or
committee member for acting as such officer, Governor, or committee member. Nothing herein
stated will prevent any officer or Governor, or committee member from being reimbursed for
out-of-pocket reasonable expenses or compensated for services rendered in any other capacity to
or for the Club, provided however that any such expenses incurred or services rendered shall
have been authorized in advance by the Board.

Section 2. Indemnification. Each current or former Governor, officer or committee
member of the Club and all former Trustees who were members of the Board of Trustees under
any prior bylaws of the Club will be indemnified by the Club against the actual amount of net
loss including counsel fees, reasonably incurred by or imposed upon him in connection with any
action, suit or proceeding to which he may be a party by reason of his being or having been a
Governor, officer, committee Member or Trustee of the Club, or delegee, except as to matters as
to which he will be ultimately found in such action to be liable for gross negligence or willful
misconduct. In the event of a settlement of any such case, indemnification will be provided only
in connection with such matters covered by the settlement as to which the Club is advised by
counsel that the person to be indemnified had not been guilty of gross negligence or willful
misconduct.
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Section 3. Exculpability. Unless acting in bad faith, neither the Board as a body, any
Governor, officer, any committee Member nor any former Trustee of the Club, shall be
personally liable to any Lot Owner in any respect for any action or lack of action arising out of
the execution of his office. Each Lot Owner will be bound by the good faith actions of the Board,
officers and committee Members of the Club, in the execution of the duties of said Governors,
officers, Trustees and committee members.

ARTICLE Xl

Standing Committees

Section 1. Judicial Committee.

@ Membership. The Board shall act as the Judicial Committee, with all the powers
and responsibilities associated therewith, unless and until it appoints non-Board members to
serve on the committee. In that event, there shall be a Judicial Committee consisting of not less
than three members and may include two alternates. The alternates may be invited to attend
meetings and hearings and shall participate as a voting member of the committee upon direction
of the committee chair. The members of, and alternates to, the Judicial Committee will be
appointed by the Board and will serve for aterm of one year. The committee members may
recommend a chair to the Board, and the Board will appoint achair for a 1-year term. Members
of the committee shall continue to serve for the designated term until: (i) resignation; (ii) the
approval of amotion to remove one or more members of the committee by members of the
committee representing three-quarters of its full membership (but not counting the member
whose removal is proposed); or (iii) the approval of a motion to remove one or more members of
the committee by nine members of the Board. If the Board appoints a separate Judicial
Committee no member of the Board may serve on the Judicial Committee.

(b) Purpose. The purpose of the Committee will be to:

Q) Hear complaintsinvolving aleged violations of the Governing
Documents, and issue determinations with respect to whether the conduct
complained of constitutes a violation of any term of the Governing
Documents; and

2 Provide interpretations of the Governing Documents upon request.

(© Powers. The Judicial Committee will hear complaints brought by any Member of
the Club, its Committees or Club community manager as set forth in the Enforcement Procedures
in Schedule“A” to these Amended Bylaws. The Judicial Committee may decline to schedule a
hearing in connection with any matter with respect to which it determines that sufficient cause
does not exist to prosecute an alleged violation or that the alleged violation, if proven, does not
constitute a violation of the Governing Documents. The Judicial Committee will have the power
to issue a cease and desist request to a Lot Owner in connection with the actions of the owner,
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his guests, Tenants, licensees or invitees that are inconsistent with the provisions of the
Governing Documents. The Judicial Committee will from time to time, as required, provide
interpretations of the Governing Documents pursuant to the intents, provisions and qualifications
thereof when requested to do so by a Club Member, the Board, or the community manager.

Any action, ruling or decision of the Judicial Committee may be appealed to the
Board by any party deemed by the Board to have standing as an aggrieved party or the Board
may, on its own motion, review any action, ruling or decision of the Judicial Committee and a
vote of amajority of the full authorized membership of the Board may modify or reverse any
action, ruling or decision. Any appeal shall be filed with the Board within 25 days of the Judicial
Committee' s written action, ruling or decision. Appeals shall be conducted as set forth in the
Enforcement Proceduresin Schedule “A” to the Amended Bylaws.

If the Board undertakes areview of any action, ruling or decision on its own
motion it must notify the Judicial Committee and all Members directly affected by the action,
ruling or decision within 25 days of the Judicial Committee’ s written action, ruling or decision.
A fina decis