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FRACTIONAL DECLARATION OF
COVENANTS, CONDITIONS AND RESTRICTIONS
FOR SIERRA SHORES

THIS FRACTIONAL DECLARATION OF COVENANTS, CONDITIONS AND
RESTRICTIONS FOR SIERRA SHORES (the “Fractional Declaration”) is made this 22nd
day of November, 2005, by Sierra Shores, Inc., a Nevada corporation (“Declarant™).

RECITALS

A. Declarant is the owner of sixteen (16) Condominiums (the “Subject
Condominiums™) within the Plat of Sierra Shores Subdivision Condominium Project (the
“Condominium Project”) located in the County of El Dorado, State of California, as more
particularly described on Exhibit “A”, attached hereto, and in that certain Condominium Plan
December 22, 2004, as Instrument No. 2004-0105693 in the Office of the County Recorder of El
Dorado County, California (the “Condominium Plan”). The Condominium Plan shows that the
Subject Condominiums are located on within eight (8) residential buildings, identified as
Buildings A through H, inclusive. There are two (2) condominiums within each of the eight
buildings. Common Area includes a check-in facility, an exercise room, parking garages and
areas, a pool and spa and a manager’s unit. The Subject Condominiums are subject to that
certain Declaration of Covenants, Conditions and Restrictions for Sierra Shores Condominiums
recorded on Da<. 2, 2005, as Instrument No. 05 -0i0 1a4 S in the Office of the
County Recorder of El Dorado County, Califorma (the “Condominium Declaration”).

B. Pursuant to the Condominium Declaration, the Sierra Shores Condominium
Owners Association (the “Condominium Association”) has the obligation to operate and
maintain the “Common Area” (as defined in the Condominium Plan) and the “Condominium
Association Property” of the Condominium Project. .

C. Declarant desires to submit the Subject Condominiums to a plan of fractional
ownership (the “Fractional Program”) pursuant to this Fractional Declaration and to sell
“Fractional Interests” therein. Declarant further proposes to convey Fractional Interests in the
Subject Condominiums providing in the Original Deeds thereof that the grantee(s) named therein
shall have certain defined rights to occupy a Fractional Unit and to use the Common Area (other
than the Limited Common Areas) and Common Fumishings during certain specified time
periods subject to the declarations, limitations, covenants, conditions and restrictions set forth in
this Fractional Declaration.

D. By this Fractional Declaration, Declarant intends to establish a common scheme
and plan for the use, enjoyment, repair, maintenance, restoration and improvement of the
Fractional Project and Common Furnishings and the interests therein conveyed or reserved, and
for the payment of taxes, assessments, insurance premiums and other expenses pertaining
thereto.

NOW, THEREFORE, in furtherance of such intent, Declarant hereby declares that the
Fractional Project shall be held, conveyed, hypothecated, mortgaged, encumbered, leased,
rented, used, occupied and improved subject to the Rules and Regulations and the following

43609\267974v14 1
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easements, covenants, conditions and restrictions set forth in this Fractional Declaration, as this
‘Fractional Declaration and the Rules and Regulations may be amended from time to time, all of
which easements, covenants, conditions and restrictions are declared to be in furtherance of a
plan established for the purpose of enhancing and perfecting the value, desirability and
enjoyment of the Fractional Project, and the interest or interests therein to be conveyed or
reserved. All such easements, covenants, conditions and restrictions and Rules and Regulations
shall constitute covenants running with the land and equitable servitudes and liens, and shall be
binding upon and for the benefit of Declarant and each such interest conveyed, to wit, each
Fractional Interest, and shall be binding upon and for the benefit of all parties having or
acquiring any right, title, interest or estate in the Fractional Project, including, but not limited to,
the heirs, executors, administrators and assigns of any such parties and all subsequent owners
and lessees of all or any part of the Fractional Project.

ARTICLE L.

DEFINITIONS

As used herein, the following terms shall have the following meanings:

1.1 “Annexation Date” means, with respect to each Condominium which is annexed
hereunder pursuant to the provisions of Article VIII of this Fractional Declaration, the date on
which the Declaration of Annexation for such Condominium is recorded in the Office of the
County Recorder. '

1.2 “Annexed Condominium” means a Condominium which is annexed under this
Fractional Declaration as a Fractional Condominium pursuant to Article VIII, below.

1.3 “Annexable Condominium” means a Condominium which is described in Exhibit
“B”, below.
1.4  “Annual Report” means a report to Owners comprising (a) a balance sheet

relating to the Fractional Association as of the last day of a Fiscal Year, (b) an operating
statement for such Fiscal Year, (c) a statement of the net changes in financial position of the
Fractional Association for such Fiscal Year, and {(d) a list of the names, mailing addresses and
telephone numbers of the members of the Board.

1.5  “Articles” means the Articles of Incorporation of Sierra Shores Fractional Owners
Association which are, or shall be, filed in the Office of the Secretary of State of California, as
said Articles may be amended from time to time.

1.6 “Assessments” means, collectively, the Basic Assessment, Tax Assessment,
Special Assessment, Supplemental Tax Assessment and Reconstruction Assessment.

1.7  “Award” means, with respect to a condemnation proceeding, the entire award
made as compensation for such taking, including but not limited to any amount awarded as
severance damages, or the entire amount received and paid in anticipation and settlement for
such taking, after deducting therefrom, in each case, reasonable and necessary costs and
expenses, including but not limited to attorneys’ fees, appraisers’ fees and court costs.

43609:267974v14 : 2
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1.8 “Base Assessed Value” means the assessed valuation ascribed to the Property by
the County Assessor as of the Lien Date next preceding the Starting Date, as such assessed
valuation may be adjusted (a) by the Prop. 13 Percentage or (b) by the Fractional Association to
reflect any “New Base Year Value” [as the quoted term is defined in Section 75.8 of the
California Revenue and Taxation Code (Chapter 498 of Statutes of 1983)] resulting from the
completion of construction of improvements upon the Property.

1.9 “Basic_Assessment” means, for each Fractional Interest, Fraction Type and for
each Fiscal Year, an assessment levied by the Fractional Association against such Fractional
Interest in an amount determined by allocating the Basic Expenses to each Fractional
Condominium. In making such allocation, those Basic Expenses which do not vary as to the size
or type of a Condominium Unit of a particular Fraction Type shall be allocated equally to all
Fractional Condominiums of that Fraction Type, regardliess of the relative number of bedrooms
or the size of the Fractional Unit, and those Basic Expenses which do vary according to the
particular characteristics of a Condominium Unit shall be allocated to each Fractional
Condominium of a Fraction Type on an appropriate variable basis. For each Fiscal Year, the
Basic Assessment assessed against each Owner of a Fractional Condominium, including
Declarant with respect to each Declarant Fractional Interest within such Fractional
Condominium, shall be determined by dividing the Basic Expenses allocated to Fractional
Condominium in question, and diving such Basic Expenses by the reciprocal of the Fraction
Type of the Fractional Condominium being considered. = Notwithstanding the foregoing, any
Owner of more than one or all Fractional Interests in a Fractional Condominium shall have the
right to pay a Basic Assessment which reflects the Fractional Association’s actual costs and
expenses in maintaining and operating the Unit in which such Owner owns such multiple
Fractional Interests. In clarification, and without limitation of the foregoing, if the Fractional
Association does not bear any particular Basic Expense with respect to a Fractional
Condominium because the Owner of more than one or all of the Fractional Interests therein has
elected to bear such line items of Basic Expenses, then the Basic Assessment payable by such
Owner shall not include an allocation of the line items of Basic Expense so bome; provided,
however, that in recognition that no Owner of more than one or all of the Fractional Interests in a
Fractional Condominium should have the right to elect to pay all Basic Expenses allocable to his
Fractional Condominium, the Board shall have the right and power to reasonably decide, for any
Fiscal Year, which line items of the Basic Expenses to allocate to all Owners, including those
Owners of more than one or all of the Fractional Interests in a Fractional Condominium, and
which allocations of Basic Expenses shall not be included in such Owner’s Basic Assessment.

1.10 “Basic Expenses” means the estimated aggregate amount of expenses, as set forth
in the Budget, to be incurred by the Fractional Association during the applicable Fiscal Year:

(a) to operate, manage, maintain, improve and repair the Fractional Units and
Common Furnishings, and to administer the Fractional Program;

(b) to provide for the collection of funds on an annual basis over the useful
life of Fractional Project components and Common Furnishings in an amount sufficient to meet
the Reserve Expenses;

43609\267974v14 3
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(c) to provide for a contingency fund in the event that some Assessments may
not be paid on a current basis; and

(@) to provide for the payment of the assessments of the Condominium
Association against the Fractional Condominiums;

(e} to provide for the payment of the fees of the Managing Agent.
Without limiting the generality of the foregoing, Basic Expenses shall include:

(1) All charges, costs, and expenses whatsoever incurred by the
Fractional Association for or in connection with the administration and operation of the
Fractional Program, including, without limitation, all common expenses and assessments
charged to the Fractional Condominiums by the Condominium Association;

(i)  Taxes, exclusive of real property taxes, assessed against the
Fractional Condominiums, Fractional Interests or Common Furnishings to the extent such taxes
are not separately levied by the County or other governmental agency against each Owner of the
Fractional Interests;

(ii1}  Assessments and other similar governmental charges levied
on or attributable to the Fractional Program, the Fractional Project or the Fractional Interests,
including, without limitation, any Community Facilities District assessments, to the extent such
taxes are not separately levied by the County or other governmental agency against each Owner
of the Fractional Interests;

(iv)  Insurance obtained pursuant to this Fractional Declaration;

(v) Any liability whatsoever for loss or damage arising out of
or in connection with the Fractional Program or any fire, accident, or nuisance within the
Fractional Project;

(vi)  Cost of repair, reinstatement, rebuilding and replacement of
the Fractional Units and Common Furnishings;

‘ (vi) To the extent not provided by the Condominium
Association, the costs of all basic utility services, including water, electricity, natural gas,
garbage disposal, telephone and any other similar service attributable to the Fractional Project;

(viii) The unpaid share of any Assessment levied during the
previous Fiscal Year against any Fractional Interest for which a default in payment thereof has
occurred, to the extent that the same becomes uncollectible; and

(ix)  Wages, accounting and legal fees, management fees, maid
service, and cleaning fees, and other necessary expenses of upkeep, maintenance, management
and operation actually incurred with respect to the Fractional Project or the Fractional Program.

Basic Expenses shall not include any expense constituting a Personal Charge.
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1.11  “Board” means the board of directors of the Fractional Association.

1.12  “Budget” means a proforma operating statement setting forth the Basic Expenses
for a particular Fiscal Year. For convenience, the Budget may sometimes be referred to as the
“Maintenance Fee Schedule.”

1.13  “Bylaws” means the Bylaws of the Fractional Association, as the same may be
amended from time to time.

1.14  “Check-In Time” and “Check-Out Time” mean the times designated as such in
the then-current the Rules and Regulations.

1.15 “Common Area” means those areas of the Condominium Project defined as
“Common Area” in the Condominium Declaration and in the Condominium Plan.

1.16 “Common Furnishings” means all furniture, furnishings, appliances, and other
personal property from time to time owned, leased or held by the Fractional Association (i) for
use in common by the Owners during their Use Weeks or (i1) for use by the Fractional
Association in the operation, management, maintenance and repair of the Fractional Project
and/or the Fractional Program.

1.17  “Condominium” means a condominium, as such term is defined in California
Civil Code Section 1351(f), within the Property or the Annexable Property.

1.18 “Condominium Association” shall have the meaning ascribed thereto in Recital B,
above.

1.19  “Condominium Declaration” shall have the meaning ascribed thereto in Recital A,
above.

1.20  “Condominium Merger Date” means the date on which an instrument is executed
by Declarant, the Condominium Association and the Fractional Association and recorded in the
Office of the County Recorder declaring the merger of the Condominium Association into the
Fractional Association, specifying the Condominium Merger Date, and reciting that (a) all of the
rights and powers of the Condominium Association with respect to the Condominium Project are
thereby assigned to the Fractional Association, (b) all of the duties and obligations of the
Condominium Association with respect to the Condominium Project are delegated to the
Fractional Association, (¢) all of the provisions of this Condominium Declaration which are to be
carried out by the Condominium Association shall, from and after the Condominium Merger
Date, be carried out by the Fractional Association as if set forth in full in the Fractional
Declaration, and (d) all of the Condominium Units have been subjected to the Fractional
Declaration.

1.21 “Condominium Plan” shall have the meaning ascribed thereto in Recital A, above,
and shall further mean any other condominium plan for any other lot within the Annexable
Property recorded in the Office of the County Recorder, as such Condominium Plans may be
modified, revised or amended from time to time.
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1.22  “Consent of a Majority of Non-Declarant Owners” means the vote or written
assent of Non-Declarant Owners entitled to vote or so assent and who collectively own more
than fifty percent (50%) of the total voting power vested in such Non-Declarant Owners.

1.23  “Consent of a Majority of Owners” means the vote or written assent of (a) while
there is a Class B membership, (i) Class A Members entitled to vote and who collectively own
more than fifty percent (50%) of the total voting power vested in such Class A Members and (i1)
Declarant, and (b) after there is no longer a Class B membership, Members entitled to vote and
who collectively own more than fifty percent (50%) of the voting power vested in the Members,
including Members other than Declarant who are entitled to vote and who collectively own more
than fifty percent (50%) of the total voting power vested in such Members.

1.24 “Consent of a Super-Majority of Owners” means the vote or written assent of (a)
prior to the Conversion Date, (i) Non-Declarant Owners entitled to vote or so assent and who
collectively own seventy-five percent (75%) of the total voting power vested in such Non-
Declarant Owners and (ii) Declarant, and (b) from and after the Conversion Date, (i} Owners
entitled to vote or so assent and who collectively own more than seventy-five Percent (75%) of
the total voting power vested in such Owners and (ii) Non-Declarant Owners entitled to vote or
so assent and who collectively own seventy-five percent (75%) of the total voting power vested
in such Non-Declarant Owners.

1.25 “Conversion Date” means the date on which the number of Declarant Fractional
Interests is less than ten percent (10%) of the total number of Fractional Interests.

1.26  “County Assessor” means the County Assessor of El Dorado County, California.

1.27 ‘“Current Assessed Value” means, for each Tax Year, the assessed valuation
-ascribed to the Property by the County Assessor as of the Lien Date next preceding the
commencement of such Tax Year.

1.28 “Deannexation Date” means the date of any deannexation pursuant to Article VIIT
hereof.

1.29 “Declarant” means Sierra Shores, Inc., a Nevada corporation, or any successor-in-
interest to Declarant either (a) by express assignment of the rights of Declarant hereunder by an
instrument executed by Declarant, recorded in the Office of the County Recorder and filed with
the Secretary of the Fractional Association, or (b) through foreclosure or acceptance of a deed in
lieu of foreclosure of the interest of a beneficiary or mortgagee under a Prior Mortgage of
Declarant’s interest in the Property provided that such beneficiary or mortgagee also executes,
records in the Office of the County Recorder and files with the Secretary of the Fractional
Association an express assignment of the rights of Declarant hereunder.

1.30 “Declarant Assessed Value” means for each Tax Year an amount determined by
multiplying (i) the Base Assessed Value by (i) a fraction, (A) the numerator of which is the
number of Declarant Fractional Interests as of the Lien Date next preceding the commencement
of such Tax Year and (B) the denominator of which is the number of Fractional Condominiums
as of such Lien Date.
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