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THIS DECLARATION, dated for reference only this the 2nd day of November, 2022, by
RIDCO, CORP. a North Carolina corporation, whose mailing address is 805 Front Street, Beaufort,
NC, (hereinafter referred to as “Declarant”); .

WITNESSETH:

Declarant is the owner of certain property located on Radio Island, Town of Morehead City,
Carteret County, North Carolina more particularly described in Paragraph 2.1 herein which it has
developed as a townhouse residential community. Declarant desires to provide for the -
preservation of the values and amenities for such use and for the maintenance of common areas;
and, to this end, desires to subject said property, together with such additions as may hereafter be
made thereto, to the covenants, restrictions, easements, charges.and liens hereinafter set forth,
each and all of which is and are for the benefit of said property, Declarant and each subsequent
owner thereof. Declarant deems it desirable for the efficient preservation of such values and
amenities in said community, to create an agency to which should be delegated and assigned the -
powers of maintaining and administering the community properties.and facilities and ‘
administering and enforcing the covenants and restrictions and collecting and disbursing the
assessments and charges hereinafter created. To this end, Declarant has incorporated or will -
incorporate within one (1) month of recording of this declaration under the laws of the State of
North Carolina, as a nonprofit corporation, Inlet Cove Townhome Owners Association, Inc., (the
"Association"), for the purpose of exercising the functions aforesaid;
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NOW THEREFORE, Declarant declares that the real property described in Paragraph 2.1
hereof, is and shall be held, transferred, sold, conveyed and occupied subject to the covenants,
restrictions, easements, charges and liens (sometimes referred to as "covenants and restrictions™)

hereinafter set forth.
ARTICLEI
DEFINITIONS

1.1 The following words when used in this Declaration or any Supplemental Declaration
(unless the context shall prohibit) shall have the following meanings:

a. “Act” shall mean the North Carolina Planned Community Act, as contained in Chapter 47F
of the North Carolina General Statutes, or any successor portion of the North Carolina General
Statutes, as the same exists from time to time.

b. “Association” shall mean and refer to Inlet Cove Townhome Owners Association, Inc.

c. "Common Expenses" shall mean expenditures made or liabilities incurred by or on behalf of
the Association, together with any allocations to reserve, all as provided for in the Declaration.

d. “Declarant” shall mean RIDCO Corp., a North Carolina corporation, its successors and
assigns to which it shall convey or otherwise transfer its right, title and interest to all or any part
of the Property and in so doing also expressly designate the transferee as a "Declarant” hereunder.

. e. “Declarant Control Period” shall mean that period of time measured from the date of the
recording of this Declaration with the Carteret County Register of Deeds continuing therefrom
until December 31, 2052 or upon sale of the final lot to a third party, whichever occurs first.

f. “Development” shall mean and refer to the Lots and Common Elements subject to the
terms of this Declaration.

g. "Development Plan" shall mean the most current land use or development plan approved by
the applicable Governmental Entity for the Property or any part thereof, whether the approval is
preliminary or final, and regardless of any name other than Development Plan under which it is
approved by the Governmental Entity (for example, site plan, subdivision plan, cluster unit
development plan, or master plan for a planned unit development). For avoidance of doubt,
Development Plan shall include any plan(s) that may be entitled Inlet Cove Townhomes, Units 1
thru 61” or "Inlet Cove Marina Condominium." Declarant reserves the right, in its sole discretion
but subject to Legal Requirements, to modify any Development Plan in whole or in part, including
the addition or deletion of real property and including the reconfiguration of Lots, Units and
Common Elements. The fact that real property is included on the Development Plan does not
obligate Declarant to subject it to the Declaration, nor shall Declarant be prohibited from
subjecting to the Declaration any property that is not included on the Development Plan.

h. “Living Unit” shall mean and refer to any portion of a building situated upon a Lot

designed and intended for use and occupancy as a residence by a single family, whether Owners or =

tenants.

1. “Lot” shall mean and refer to the lots numbered 1 - 61 shown as such on the Plat and Plans.
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J. “Master Association” shall mean and refer to the Inlet Cove Property Owners Association,
Inc.
k. “Master Common Element” shall mean and refer to the common elements owned by the

Master Association.

L “Master Covenants” shall mean and refer to the Master Declaration of Restrictive
Covenants for Inlet Cove recorded in Deed Book"]_g‘fPage L4 , Carteret County Registry.

m. “Member” shall mean and refer to all those Owners who are members of the Association as
provided in Article III, Paragraph 3.1, hereof.

n. "Occupant" shall mean any person or persons in possession of a Living Unit, including
Owners, the family members, lessees, guests, and invitees of such person or persons, and family
members, lessees, guests and invitees.

0. "Owner" shall mean and refer to any person or entity who is the record owner of a fee or
undivided fee interest in a Lot or Living Unit. A tenant or lessee shall not be considered an
"Owner".

p. "Person" shall mean a natural person, corporation, limited liability company, partnership,
trust or other legal entity, including any combination thereof.

q. “Plat and Plans” shall mean that plat and plans regarding the Properties shown on that
map entitled “Inlet Cove Townhomes”, dated 12/21/20 by The Cullipher Group, P.A. and recorded
in Map Book 34, Page 206, Carteret County Registry, as amended by that map recorded in Map
Book 34, Page 520 (hereinafter “Plat”).

r. “Properties” shall mean and refer to the real property described in Article IT made subject
to this Declaration.

ARTICLE II
PROPERTY SUBJECT TO THIS DECLARATION;
ADDITIONS THERETO

The following property shall be subject to North Carolina General Statutes 47F (The Planned _
Community Act) hereinafter the “Act”, and the terms, rights, responsibilities and regulations of said
Act shall be incorporated into this Declaration by reference, except as modified herein.

2.1  Properties. The real property which is, and shall be held, transferred, sold, conveyed and
occupied subject to this Declaration is as follows:

That certain real property located in the Town of Morehead City, Carteret County, North -
Carolina, identified as Lots 1-61 as shown as “Inlet Cove Townhomes, Units 1 thru 61”7, dated
12/21/21 prepared by The Cullipher Group, P.A. and recorded in Map Book 34, Page 2086,
(Instrument File #34206) as amended by that map recorded in Map Book 34, Page 520
(Instrument File #34520) (hereinafter “Plat”), Carteret County Registry (hereinafter “Plat”). The
entire townhouse project consists of 61 townhouse lots subject to the covenants, conditions,
easements and restrictions herein set forth and which are for the benefit of, binding upon and
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shall run with the land, and are for the benefit of Declarant, the Asscciation and the Owners, their
heirs, personal representatives, successors and assigns, as well as any other property made subject
to this Declaration under Article XI below;

2.2 Description of Townhomes. All Townhomes will be a three-story townhome with a loft
containing three (3) bedrooms, a living room, kitchen and three and one-half (3 1/2) bathrooms
containing approximately 2,400 square feet. The Townhouse will have optional elevators. It is
anticipated that once the project is built the lots will have the following buildings:

One - 8 unit building;

two - 7 unit buildings;
two - 5 unit buildings;
two - 4 unit buildings;
five - 3 unit buildings and
three - 2 unit buildings.

These types are subject to change prior to being completed.

2.3 Townhome Boundaries. The boundaries of each Townhome lot shall be as shown on the
recorded plat or plats; provided that the side boundary of each Townhome shall be a line consistent
with and along the center of all firewalls separating a Townhome from another Townhome. In the
event of any discrepancy between the boundaries of a Townhome, as described herein and the
boundaries of such Townhome, the description of the boundaries of the Townhome set forth herein
shall control. All of the area within the boundaries of each of the Townhomes, as herein described,
shall for all purposes constitute real property which may be owned in fee simple, subject to the
terms, provisions, liens, charges, covenants, easement and restrictions of this Declaration.

ARTICLE III
MEMBERSHIP AND VOTING RIGHTS

3.1 Association. To efficiently and effectively provide for the administration of the Properties
by the Owners of the Lots, an association of all Owners has been organized pursuant to Chapter
55A of the General Statutes of North Carolina known and designated as “INLET COVE
TOWNHOME OWNERS ASSOCIATION, INC.,” and the Association shall administer the
operation and management of the Properties and undertake and perform all acts and duties
incident thereto in accordance with this Declaration.

3.2  Powers. In the administration of the operation and management of the Properties, the
Association shall have and is hereby granted the authority and power to enforce the provisions of
this Declaration, to levy and to collect assessments in the manner hereinafter provided, to adopt,
promulgate and enforce such rules and regulations governing the use of the Common Elements as
the Board may deem to be in the best interests of the Association and to exercise all powers set
forth in N.C.G.S. §47F-3-102, including the specific power to assign its rights to future income and
to receive Common Expense assessments as provided in N.C.G.S. §47F-3-102(a)(15).

3.3  Membership. Every person or entity who is a record owner of a fee or undivided fee
interest in any Lot which is subject by this Declaration to assessment by the Association shall be a
Member of the Association, provided that any such person or entity who holds such interest merely
as security for the performance of an obligation shall not be a Member.
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. 3.4 Voting Righls. The Association shall have two classes of voting membership.

Class A. Class A Members will be all Owners, with the exception of the Declarant.
Class A Members shall be entitled to one vote for each Lot in which they hold the interests
required for membership. When more than one person holds such interest or interests in any Lot
all such persons shall be Members, and the vote for such Lot shall be exercised as they among
themselves determine but in no event shall more than one vote be cast with respect to any such
Lot.

Class B. The Class B Member will be the Declarant. The Class B Member shall be
entitled to thirty (30) votes for each Lot owned by the Declarant. The Class B membership shall
cease and become converted to Class A membership at the earlier occurrence of the following
events: (a) when the total votes outstanding in Class A membership exceed the total votes
outstanding in Class B membership; but provided that the Class"B" membership shall be
reinstated if thereafter, and before December 31, 2052 additional lands are annexed to the
Property in accordance with this Declaration; (b) on December 31, 2052 or (c) such earlier date as
the Declarant may choose to terminate the Class B Membership upon notice to the Association.
From and after the happening of these events, whichever occurs earlier, the Class B Member will
be deemed to be a Class A Member entitled to one vote for each Lot in which it holds the interests
required for membership.

3.5 Board of Directors. The Association shall be governed by a Board of Directors. Subject to
written waiver by Declarant or until Declarant's Class B membership is converted to Class A
membership, Declarant shall appoint a majority of the members of the Board. As long as Declarant
has the right to appoint a majority of the members of the Board, the Board shall consist of at least
three (3) members. Declarant's appointees need not be members of the Association. Upon the
conversion of the Declarant's membership interest into Class A membership, the Board will
thereafter be selected in accordance with the By-Laws of the Association. All power and authority
of the Association is exercisable by the Board of Directors.

Declarant may voluntarily surrender the right to appoint and remove members of the Board of
Directors and Officers of the Association before the termination of such right as provided above,
but in such event Declarant may require, for the duration of the period of Declarant control, that
specified actions of the Association or Board of Directors, as described in an instrument signed by
the Declarant and recorded with the Register of Deeds of Carteret County, North Carolina, be
approved by the Declarant before becoming effective.

3.6 Bylaws. The By-Laws of the Association may be amended as set forth therein. In the
event any provision of the By-Laws is inconsistent with the provisions of this Declaration, the
provisions of this Declaration shall control. A copy of the By-Laws is attached as Exhibit B.

3.7 Powers of the Declarant on Behalf of the Association to Enter into Management
and Other Utility Provider Agreements. The Declarant, on behalf of the Association, has the
right to subject the Lots to utility agreements and or contracts for internet, cable television, sewer
system maintenance and landscaping maintenance for the individual lots and common areas for a
reasonable term of years from the date of recording of this Declaration, so long as the Declarant
does not substantially financially benefit from the contract and it is in the best interest of the
Association and its members at the time of execution of the contract. Any fees for such utility
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services may be a part of the regular Association assessment, whether such lot owners utilize the
utility service or not.

ARTICLE IV
PROPERTY RIGHTS IN THE MASTER COMMON ELEMENTS

4.1  Members’ Easementis of Enjoyment. Every Owner is a member of the Master
Association. Subject to the provisions of the Master Covenants, every Member shall have a right
and easement of enjoyment in and to the Master Common Elements, including rights of access,
ingress and egress to and from public streets and walkways and the right to park a motor vehicle
in areas specifically designated for such purposes; such easement shall be appurtenant to and
shall pass with the title to every Lot. '

Members may delegate this easement of enjoyment to members of their family, tenants,
contract purchasers who reside on the property. In the case of the Member being a partnership,
limited liability company, or corporation use may be delegated to the partners, members or
shareholders as the case may be; however, such delegations of use shall be subject to regulation as
to time and conduct by the Association.

4.2 Title to Master Common Elements. The record title to the Master Common Elements
shall be vested with and held by the Master Association.

4.3 Parking. As an Owner of a Lot, such person or entity is entitled to park and use the
“parking pad” on or adjacent to their Lot. No boats, trailers, campers, motorhomes, trucks over one
and one-half (1 1/2) tons, service vehicles, tractors or other similar vehicles (excluding automobiles,
bicycles and motorcycles) shall be parked anywhere within the Properties unless otherwise
permitted. As a member of the Master Association, an Owner has the right to park in the portion
of the Master Common Elements designated as parking areas subject to the rules and regulations
set by the Master Association, but they may not park in the Common Elements for an extended
period of time or otherW1se leave vehicles unattended.

Any vehicle located on the Properties must be operational and have a current registration
and inspection. No portion of the Properties shall be used for performing repair work on a vehicle
of any type, except for emergency repairs such as repairing or replacing a flat tire.

44 Extent of Members’ Easements. The rights and easements of enjoyment created hereby
shall be subject to the following:

a. The right of the Master Association, in accordance with the North Carolina
Nonprofit Corporation Act, to borrow money for the purpose of improving the Master Common
Elements and in aid thereof to mortgage said properties.

b. The rights of the Master Association to take such steps as are reasonably necessary
to protect the above-described properties against foreclosure.

c. The right of the Master Association, to suspend the voting rights of any Member for

any period during which any assessment remains unpaid, and for any period not to exceed thirty
(30) days for any infraction of its published rules and regulations.
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d. The right of the Master Association to dedicate or transfer all or any part of the
Master Common Elements to any public agency, authority, or entity for such purposes and subject
to such conditions as may be agreed to by the Members, provided that no such dedication or
transfer, determination as to the purposes or as to the conditions thereof, shall be effective unless
such an instrument is approved by a majority of the members attending in person or by proxy a
meeting called for such purpose. ‘Written notice of the meeting along with the proposed agreement
and action thereunder must be sent to every Member at least thirty (30) days in advance of any
action taken.

e. The right of the Master Association to designate parking spaces within the Master
Common Elements for the exclusive use of each Living Unit, all as more particularly set out in the
Master Covenants.

f. The right of the Master Association to adopt, modify, change, amend rules and
regulations regarding the use of the Master Common Elements from time to time including the
right to prescribe reasonable rules and regulations governing the use of the Master Common
Elements, which rules and regulations shall apply equally to all Owners, their family members,
guests, lessees and invitees. Any violation of such rules may, after a hearing in front of the Board
of Directors or adjudicatory panel, be punishable by a fine not to exceed $100.00 per violation,
suspension of voting rights and or suspension of rights to use the Master Common Elements all as
set forth in N.C.G.S.§47F-3-107.1.;

g. The right of the Master Association to adopt, modify, change and amend rules and
regulations regarding the suspension of the rights of any Owner as to (i) casting votes as a
Member of the Master Association, and (ii) the use and enjoyment of the Master Common
Elements for failure to pay assessments levied in accordance with the Master Association. In no
event may a suspension-exceed the date on which such past due assessments are paid.

The Board of Directors, in its sole discretion, may change the landscaping of the Common
Elements at any time and from time to time, including the addition or modlflcatlon of landscaping
improvements.

ARTICLE V
COVENANT FOR ASSESSMENTS

5.1 Creation of the Lien and Personal Obligation of Assessment. Except as
hereinafter specifically provided, each Owner of a Lot, by the acceptance of title thereto, shall be
deemed to covenant and agree to pay to the Association assessments as outlined in this _
Declaration of Covenants and Restrictions. The assessments may be classified as (A) Regular for
routine maintenance and repair or improvements to the exterior of the Living Unit of an Owner(s)
and other purposes, and (B) Special for routine maintenance and repair or improvements to the
exterior of a Living Unit of an Owner(s) and purchase and reconstruction of a Living Unit as
provided in Article VI. These assessments are to be fixed, estabhshed and collected from time to
time as hereinafter provided.

The Regular and Special assessments, together with such interest thereon and costs of -

collection thereof as hereinafter provided, shall be a charge on the land and shall be a continuing
lien upon the property against which each such assessment is made. Each such assessment,
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together with such interest thereon and costs of collection shall also be the personal obligation of
the person who was the Owner of such property at the time when the assessment became due.

5.2  Purpose of Assessment. The assessments levied by the Association shall be used
exclusively for the purpose of promoting the health, safety and welfare of the residents in the
Properties and in particular for the improvement and maintenance (1) of properties, services and
facilities devoted to this purpose and related to the use and enjoyment of the Lots and Living Units
situated upon the Properties. Without limitation, such uses shall include satisfaction of the
Association’s obligations to pay hazard and liability insurance, the payment to governmental
assessments for publi¢ and private capital improvements made to or for the benefit thereof, the
repair, replacements and additions thereto, and for the cost of labor, equipment, materials,
management and supervision thereof.

5.3  Basis for Computing Assessments. The Board of Directors shall categorize the
purposes for which it makes assessments so that each purpose will be one which is charged in the
same amount to each Owner of a Lot.

5.4  Maximum Increase in Regular Assessment. The maximum increase in a regular
assessment shall be no more than fifteen percent (15.00%) above the regular assessment for the
previous year without a majority vote of the Members, by proxy or in person, at a meeting duly
called for such purpose.

The Board of Directors may fix the annual regular assessment at an amount not in excess
of the maximum.

5.5 Special Assessments for Capital Improvements. In addition to the annual

assessments authorized by this document, the Association may levy, in an assessment year, a

special assessment applicable to that year only for the purpose of defraying in whole or in part, the |
cost of construction, reconstruction, repair or replacement of a eapital improvement, including
fixtures and personal property related thereto, provided that any such assessment shall have the
assent of not less than two-thirds (2/3) of the Members entitled to vote thereon and in attendance,
either in person or by proxy, at a meeting duly called for this purpose.

Pursuant to NCGS 47F-3-115 (c¢), incorporated herein by reference;

@) Any common expense associated with the maintenance, repair, or
replacement of a common or limited common element shall be assessed against the lots to
which that limited common element is assigned, or against the lots that benefits from the
assessment, equally, or in any other proportion that the Association shall deem
appropriate;

(2 Any common expense or portion thereof benefiting fewer than all of the lots shall be
assessed exclusively against the lots benefitted;

5.6 Change in Basis of Assessments. The Association may change the basis of the
assessments fixed by Section 5.3 hereof prospectively for any such period, provided that any such
change shall have the assent of not less than two-thirds (2/3) of the votes of the Members who are
voting in person or by proxy, at a meeting duly called for this purpose, written notice of which
shall be sent to all Member at least thirty (30) days in advance and shall set forth the purpose of

Page 8 of 39



1784025

the meeting, provided further that the limitations of Section 5.3 hereof shall not apply to any
change in the basis of the assessments undertaken as an incident to a merger of consolidation in
which the Association is authorized to participate under its Articles of Incorporation and under
Article II, Section 2.2, hereof.

5.7 Quorum for Any Action. Unless otherwise specifically provided herein, the quorum
required for any action authorized by this Declaration shall be the presence at the meeting of
Members, or of proxies, entitled to cast at least one-third (1/3) of all the votes of the membership.

5.8  Date of Commencement of Assessments; Due Dates. The date of commencement of
Assessments for these Lots shall be no later than 6 months after issuance of a final Certificate of
Occupancy (CO) for the completed townhouse unit built on the lot, or upon the conveyance to a
third party after issuance of said CO, whichever occurs first, except as provided below to Declarant
owned lots. The first Regular Assessment shall be adjusted according to the number of months
remaining in the calendar year. The Board of Directors shall fix the amount of the Regular
Assessment against each Lot at least thirty (30) days in advance of each Regular Assessment
Period. Written notice of the Regular Assessment shall be sent to every Owner subject thereto.
The due dates shall be established by the Board of Directors. The Association shall, upon demand
and for a reasonable charge, furnish a certificate signed by an officer of the Association setting
forth whether the assessments on a specified Lot have been paid. A properly executed certificate
of the Association as to the status of assessments on a Lot is binding upon the Association as of the
date of its issuance.

Notwithstanding any provision of this Declaration to the contrary, during the Declarant Control
Period, the Lots and other portions of the Property owned by the Declarant shall not be subject to
any annual or special assessment levied by the Association or to any lien for such assessment.
During the Declarant Control Period, the Declarant shall pay the balance of the actual operating
expenses of the Association remaining after the Association levies and collects assessments from
Owners. The Declarant shall be obligated to fund such balance only as the expenses are actually
incurred by the Association during the Declarant Control Period. Upon the termination of
Declarant's agreement to pay operating deficits, the Declarant shall become obligated to pay
assessments on Lots owned by it within the Property on the same basis as the Owner. In no event
shall the Declarant be obligated to pay for the operating deficits of the Association after the
Declarant no longer owns any Lots within the Property.

Notwithstanding anything to the contrary, at the first conveyance of any Lot by the Declarant, the
grantee shall pay the Association the sum of $2,000.00 for each Lot acquired as a contribution to
the working capital of the Association (the "Initial Funding/Working Capital Contribution'). The
Association may use the Working Capital Contribution or any part thereof for any purposes
authorized for assessments by this Declaration and such funds shall not be required to be kept in a
separate capital account. Additionally, at the first conveyance of any Lot by the Declarant, the
grantee shall reimburse the Declarant or Association an amount equal to one year’s insurance
premium. ' '

5.9 Duties of the Board of Directors. The Board of Directors of the Association shall
fix the date of commencement and the amount of the assessment against each Lot or Living Unit
for each assessment period at least thirty (30) days in advance of such date or period and shall, at
that time, prepare a roster of the properties and assessments applicable thereto which shall be
kept in the office of the Association and shall be open to inspection by any Owner.
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5.10 Effect of Nonpayment of Assessment; Personal Obligation of the Owner; Liens;
Remedies of the Association. If the assessments are not paid on the date when due (being
the dates specified in Section 5.8), then such assessment shall become delinquent and shall,
together with such interest thereon and costs of collection thereof as hereinafter provided, become
a continuing lien against the Lot or Living Unit when filed of record in the Office of the Clerk of
Superior Court of Carteret County in the manner provided therefore under Chapter 47F of the
General Statutes of North Carolina. The Association's lien may be foreclosed in like manner as a
mortgage on real estate under power of sale under Article 2A, Chapter 45 of the General Statutes
of North Carolina. Such lien shall bind such property in the hands of the Owner, his heirs,
devisees, personal representatives and assigns. The personal obligations of the Owner to pay such
assessment, however, shall remain his personal obligation for the statutory period and shall not
pass to his successors in title unless expressly assumed by them.

If the assessment is not paid within thirty (30) days after the delinquency date or a written
arrangement for payment consented to by the Association, the assessment shall bear interest from
the date of delinquency at the rate of eighteen percent (18.00%) per annum and the Association
may bring an action at law against the Owner personally obligated to pay the same or foreclose the
lien against the property (both actions may be pursued without constituting an election of
remedies), and there shall be added to the amount of such assessment court costs and the
Association’s actual attorney’s fees incurred in bringing the action to collect such assessment or in
foreclosing on the lien. (If a court determines that such attorneys’ fees are not permitted under the
then-current law, the Association shall be permitted to recover the maximum reasonable
attorneys' fee permitted under law.)

5.11 Acceleration of Assessments Payable by Installment. In any case where an
assessment is payable in installments, upon a default by an Owner in the timely payment of any
two (2) consecutive installments, the maturity of the remaining total of the unpaid installments of
such assessment may be accelerated, at the option of the Board, and the entire remaining balance
of the assessment may be declared due and payable in full by the service of notice to such effect
upon the defaulting Owner.

5.12 Subordination of the Lien to Morigages. The lien of the assessments provided for
herein shall be subordinate to the lien of any first deed of trust now or hereafter placed upon the
properties subject to assessment; provided, however, that such subordination shall apply only to
the assessments which have become due and payable prior to a sale or transfer of such property
pursuant to a decree of foreclosure, a deed of foreclosure under power of sale or any other transfer
- in lieu of foreclosure. Such sale or transfer shall not relieve such property from liability for any
assessments which thereafter become due, nor from the lien of any such subsequent assessment.

5.13 Exempt Property. The following property subject to this Declaration shall be exempted
from the assessments, charges and liens created herein: all property that are not Lots.

5.14 Prohibition of Exemption From Liability For Contribution Toward Common

Expenses. No Owner may exempt himself from liability for his share of the Common Expenses
assessed by the Association by abandonment of his Lot or otherwise.
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5.15 Capital Reserves. The Board of the Association, in adopting its budget for the operation,
management and maintenance of the Development, may designate therein a sum to be collected
and maintained as a reserve fund for meeting its responsibilities for exterior maintenance set forth
in Article VI below, which capital improvement and replacement fund (“Capital Improvement
Fund”) shall be for the purpose of meeting its maintenance and repair responsibilities under
Article VI hereof. The amount to be allocated to the Capital Improvement Fund may be
established by the Board so as to collect and maintain a sum reasonably necessary to anticipate
the need for replacement, maintenance or repair. The amount so collected for the Capital
Improvement Fund shall be maintained in a separate account by the Association and such monies
shall be used only to perform its maintenance and repair responsibilities under Article VI hereof.
Any interest earned on monies in the Capital Improvement Fund may, in the discretion of the
Board, be expended for current operations and maintenance.

ARTICLE VI
EXTERIOR MAINTENANCE AND PARTY WALLS

6.1 Exterior Maintenance. The Association shall provide exterior maintenance to each
Townhome which is subject to assessment hereunder, as follows: paint, repair, replace and care for
roofs, gutters, downspouts, exterior building surfaces, trees, shrubs, grass, walks, porches, fences
installed by Declarant or the Association, exterior post lights (excluding electricity therefore), and
other exterior improvements. Such exterior maintenance shall not include glass surfaces, or
screens for windows and doors, or any improvements contained within Patio Area, or the repair or
reconstruction of any improvements on any Lot, the cost of which repair or reconstruction would be
covered by casualty insurance, whether or not a policy of casualty insurance is in effect.

As a matter of information to future members of this Association, the Declarant wishes to make it
known that it may be a part of the original plan of development to construct a variety of dwellings
with a variety of exteriors for the good of the entire subdivision. Some dwellings will require more
maintenance than others because of the types of exterior exposures. Nevertheless, in order to avoid
monotony and in order to achieve a harmony of design and textures, all of those connected with the
conception, design, construction and financing of this subdivision as originally planned, are in
accord in their belief that all Members of the Association will be benefited by the variety of
exteriors and, therefore, the Association should provide exterior maintenance and make a uniform
rate of charge based on the type of unit located on a Lot without further regard to the actual cost of
maintenance or insurance on each dwelling. Except as otherwise provided for in this Article, the
Owner of each Lot and Living Unit shall keep his Lot and all improvements thereon (including the
Living Unit), in good order and repair, if not covered by the association, including but not limited
to: (i) keeping all sidewalks and patios neat, clean and in good repair, and (ii) the exterior care of
the Living Unit and all other structures on the Lot, including but not limited to, windows, screens,
sliding glass doors, decks, and patios; however, excluding such maintenance being the
responsibility of the Association under this article, all in a manner and with such frequency as is
consistent with good property management and maintenance.

If, in the opinion of the Board of Directors, any Owner fails to perform the duties imposed
hereunder, the Association, after thirty (30) days’ written notice to the Owner to remedy the
condition in question, and upon failure of the Owner to remedy the condition, the Association shall
have the right (but not the obligation), through its agents and employees, to enter upon the Lot in
question and to repair, maintain, repaint and restore the Lot and the improvements or structures
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thereon (including Living Unit) and the cost thereof shall be a binding, personal obligation of such
Owner, and an additional assessment upon the Lot collectible as provided for in Article V.

6.2  Damage by Owner. In the event that the need for maintenance or repair of a Lot or Living
Unit is caused through the willful or negligent acts or omission to act of its owner, or his family,
tenants, contract purchasers, guests or invitees, or is caused by fire, lightning, windstorm, hail,
explosion, riot, or other casualty as defined and explained in North Carolina standard fire and
casualty with extended coverage policies, the obligation and costs of such maintenance and repair
shall be the responsibility of the Owner. In the event such damage does not otherwise fall under
the responsibilities of the Association as set out herein, and the Owner fails to take action to
commence such maintenance and repair, the Association may, upon providing the Owner with
thirty (30) days’ written notice, commence such maintenance and repairs and charge the costs of
the same to the Owner as part of the regular assessment to his Lot under this Article. In the event
that the need for maintenance or repair is caused through the willful or negligent act of an Owner,
his family, lessees, guests, contractors, or invitees, or contract purchasers, the cost of such
maintenance or repairs shall be added to, and become a part of, the assessment to which such Lot
is subject.

6.3 Inspection and Access Rights Reserved. In order to enable the Association to accomplish
the foregoing, there is hereby reserved to the Association, its agents, employees or contractors, the
right to unobstructed access over and upon each Lot at all reasonable times for inspection and to
perform maintenance as provided in this Article after notice has been provided to the Owner. In
the case of an emergency repairs, access will be permitted at any time with only such notice as is *
reasonably practical under the circumstances.

6.4 Common Party Walls. All common party walls between individual Townhomes shall
conform to the requirements of the North Carolina State Building Code. The following rules also
apply to common party walls between individual residences:

a. Each wall which is built as part of the original construction on a Lot which serves as the
dividing line between two adjoining Lots or Townhomes shall constitute a common party wall and,
to the extent not inconsistent with the provisions of this Section, the general rules of law regarding
common party walls and liability for property damage due to negligence or willful acts or emissions
shall apply thereto. :

b. The cost of reasonable maintenance of a common party wall shall be shared by the Owners
of the residences that share the common party wall, in proportion to such use. Provided, however,
each Owner is responsible for usual and routine maintenance (for example, painting) of the portion
of any party wall on the inside of such Owner's residence.

c. If a common party wall is destroyed or damaged by fire or other casualty, any Owner of a
residence which shares such common party wall may restore or repair it, and the Owners of the
other residences which share the restored or repaired common party wall shall, within twenty-one
(21) days of the receipt of a request for payment and invoices showing the cost of such restoration
or repair, contribute to the cost of the restoration or repair thereof (or reimburse the Owner who
has paid such costs) in proportion to their use of the common party wall or fence, without
prejudice, however, to the right of any such Owner to demand a larger contribution from the other
Owners under any rule of law regarding liability for negligent or willful acts or omissions.
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d. Notwithstanding any other provision of this Section, an Owner of a residence which shares
a common party wall who, by such Owner's negligent or willful act or omission, damages or causes
the common party wall to be exposed to the elements shall bear the entire cost of the necessary
repair or restoration.

e. The right of any Owner to contribution from any other Owner under this Section with
respect to all matters occurring prior to the transfer of title of the Lot to a subsequent Owner may
be retained by the transferring Owner to the extent that the transferring Owner paid any
expenses for which contribution is available; otherwise, the right of contribution shall be
transferred to the subsequent Owner. The amount owed shall constitute the personal debt of the
Owner from whom it is owed, and the Owner to whom the contribution is owed shall have all
remedies available at law or in equity to enforce such Owner's right of contribution. An Owner's
obligation for contribution is appurtenant to and shall run with title to such Owner's Lot.

f. Each Owner of a residence which shares a common party wall with one or more other
residences and such Owner's contractors and subcontractors shall have an easement and right of
entry upon such other residences to the extent reasonably necessary to repair, restore, maintain or
reconstruct the common party wall or fence. Such repair, restoration, maintenance or
reconstruction shall be done expeditiously and, promptly upon completion of the work, the Owner
on whose behalf the work is being done shall restore all portions of the adjoining residences
damaged as a result thereof to substantially the same condition as that which existed at the time
the work commenced.

6.5 Weatherproofing. Notwithstanding any other provision of this Article, an Owner who by
his negligent or willful act causes the party wall to be exposed to the elements shall bear the whole
cost of furnishing the necessary protection against such elements.

6.6  Right to Contribution Runs With Land. The right of any Owner to contribution
from any other Owner under this Article shall be appurtenant to the land and shall pass to such
Owner's successors in title. '

6.7 Easement and Right of Entry for Repair, Maintenance, Reconstruction and
Planting. Every Owner shall have an easement and right of entry upon the Lot of any other
Owner to the extent reasonably necessary to perform repair, maintenance, or reconstruction of a
party wall. Such repair, maintenance, or reconstruction shall be done expeditiously, and, upon
completion of the work, the Owner shall restore the adjoining Lot or Lots to as near the same
condition as that which prevailed prior to the commencement of the work as is reasonably possible.

6.8 Plantings and other Owner Improvements. An Owner desiring to landscape around
his Lot with plants and flowers (including potted plants), or place bird feeders, wind vanes or
similar items shall submit a request with plans for the same to the Association pursuant to Article
VII and, if approved, shall maintain the same at his own expense. Any such plantings or
maintenance shall be done in a manner which does not hinder the Association in the performance
of any of its maintenance duties as to the Living Units or Common Elements and/or detracts from
the exterior appearance of the Living Units. The decision as to whether such landscaping detracts
from the exterior appearance of the Properties shall rest solely with the Board of Directors. If the
Board of Directors determines that said planting is inappropriate, then in such event, the Owner
shall remove such landscaping within thirty (30) days after receiving notice thereof.
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Owners are advised that no hot tubs or impervious structures of any kind will be allowed in
the rear yard or the rear deck area and further that porches are not allowed to be covered, except
as initially built by the Developer/Declarant.

If, in the opinion of the Board of Directors, any Owner is failing to maintain his Lot or
"approved plantings in a neat and orderly manner which continues after twenty (20) days’ written
notice to the Owner from the Board of Directors, the Association may enter upon the Lot or
Common Elements to perform such maintenance as it deems necessary to put such area in a neat
and orderly condition. The cost of such maintenance by the Association shall be charged to the
Owner and shall constitute a lien against the Owner’s Lot and be treated in the same manner as
assessment liens under this Declaration.

6.8 Certification with respect to Contribution. If any Owner desires to sell his Lot, he
may, in order to assure a prospective purchaser that no adjoining Owner has a right of
contribution as provided in this Article, request of the adjoining Owner or Owners in writing that
they certify in writing that they have no right of contribution against such Owner, whereupon it
shall be the duty of each adjoining Owner to make such certification within ten (10) days of such
request and without charge. If the adjoining Owner claims the right of contribution, the
certification shall contain a recital as to the amount claimed and the basis therefor. Failure by

any Owner to provide such certification within the time periods appearing above shall conclusively
be deemed to have waived and released any right of contribution against such Owner or Lot.

6.9  Arbitration. In the event of any dispute arising concerning a party wall, or upder the
provisions of this Article, each lot owner agrees that the disputed matter be arbitrated as provided
by Section 13.10 of this Declaration.

ARTICLE VII
AESTHETICS COMMITTEE

7.1 Review by Committee. Unless otherwise provided herein, no building, fence, wall or
other structure, nor any exterior improvement, replacement nor any planting or landscaping
change (including removal of any tree) shall be commenced, erected or maintained upon the
Properties nor shall any exterior addition to or change or alteration therein be made until the
plans and specifications showing the nature, kind, shape, height, materials and location of the
same shall have been submitted to and approved in writing as to harmony of external design and
location in relation to surrounding structures and topography by the Board of Directors of the
Association, or by an aesthetics committee composed of three (3) or more representatives appointed
by the Board. In the event said Board, or its designated committee, fails to approve or disapprove
such design and location within thirty (30) days after said plans and specifications have been
submitted to it, approval will not be required and this Article will be deemed to have been
complied with fully. The Association shall have the right to bring an action to enjoin any activity
taken in violation of this Article. '

ARTICLE VIII
INSURANCE

8.1 Definitions. As used in this Article VIII, the following terms shall be defined as described below.
"Structures” as used in this Article VIII shall mean and refer to all buildings and improvements, including
Townhomes, affixed to that land described in Article II and shown on the Plat, excluding, however, Owner
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Betterments as hereafter defined. With the exception of Owner Betterments, Structures are buildings and
improvements that would be considered real property under North Carolina common law. Townhomes,
except for any Owner Betterment contained therein, are included in the definition of Structures for
purposes of the Association's property insurance. '

"Owner Betterment" shall mean any upgrade or addition made to a Townhome by an Owner that exceeds
the replacement cost of the same item in the Basic Building Plans and Specifications (as defined below) or
is an addition to the Townhome. For purposes of the Association's property insurance, an Owner
Betterment is relevant only to the extent that its replacement cost exceeds the replacement cost of the
same item or is an addition to the Unit. An example of an Owner Betterment would be a marble tile floor
with a replacement cost of $100.00 per square yard installed in a Townhome by an Owner in place of the
carpeting shown as part of the Basic Building Plans and Specifications where the carpeting has a
replacement cost of $25.00 per square yard. If the townhome is totally destroyed by an insured casualty,
the Association's property insurance would cover the value of carpeting shown in the Basic Building Plans
and Specifications but not the replacement cost of the marble tile.

8.2. Association’s Insurance,
a. The Association shall maintain, to the extent available:

1. Property insurance on the Structures insuring against risks of direct physical loss
commonly insured including fire, wind, and extended coverage perils, but not flood insurance, which will
be required to be maintained by the unit owner pursuant to Section 8.3 below. The total amount of
property insurance shall be the full replacement cost of the Structures, if in the opinion of the Board of
" Directors, insurance in that amount is affordable; however, the total amount of property insurance after
application of any deductibles shall be not less than ninety percent (90%) of the replacement cost of the
Structures. The property insurance shall be subject to such deductibles as the Board of Directors deems
appropriate.

As explained in Section 6.1 above, the subdivision contains a variety of exteriors and building sizes.
Nevertheless, the total property insurance costs for all completed Townhomes shall be treated as one
expense to be paid proportionately in equal amounts by each Lot owner.

Ii. Liability insurance in reasonable amounts, covering all occurrences commonly insured
against death, bodily injury and property damage arising out of or'in connection with the Association’s
obligation of maintenance of the Structures. This liability insurance will cover only the liability of the
Association, and Owners as Members, but does not cover the Owner’s individual liability for his acts or
omissions while on Master Common Elements, or within his Townhome.

1ii. Fidelity insurance coverage to protect against dishonest acts in the handling of Association
money by the officers, directors, volunteers, managers or employees of the Association.

iv. Such other insurance as the Board deems advisable from time to time.
b. If the insurance described above in this Paragraph is not reasonably available, the Association
promptly shall cause notice of that fact to be hand-delivered or sent prepaid by United States mail to all

Owners.

c. Insurance policies carried pursuant to Section 8.2(a) must provide that:
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L Each Owner is an insured person under the policy with respect to liability arising out of
his membership in the Association; '

ii. The insurer waives its right to subrogation under the policy against any Owner or
members of his household;

i, No act or omission by any Owner, unless acting within the scope of his authority on behalf
of the Association, will preclude recovery under the policy; and

iv. If, at the time of a loss under the policy, there is other insurance in the name of an Owner
covering the same risk covered by the policy, the Association's policy provides primary insurance.

d. Any loss covered by the property policy under Section 8.2 (a) shall be adjusted with the
Association, but the insurance proceeds for that loss shall be payable to the Association as insurance
trustee, and not to any mortgagee or beneficiary under a deed of trust. The Association as insurance
trustee shall hold any insurance proceeds in trust for Owners and lienholders as their interests may
appear. The proceeds shall be disbursed first for the repair or restoration of the damaged property, and
Owners and lienholders are not entitled to receive payment of any portion of the proceeds unless there is a
surplus of proceeds after the property has been completely repaired or restored. If there is a surplus of
insurance proceeds after the property has been repaired or restored, the Owners of the affected
Townhomes will share in any distribution of the surplus according to the formula used for assessing
property insurance premiums. The Board may elect to credit the accounts of the Owners rather than
making an actual distribution.

e. An insurer that has issued an insurance policy under this subparagraph shall issue certificates or
memoranda of insurance to the Association and, upon written request, to any Owner, mortgagee, or
beneficiary under a deed of trust. The insurer issuing the policy may not cancel or refuse to renew it until
30 days after notice of the proposed cancellation or nonrenewal has been mailed to the Association, each
Owner and each mortgagee or beneficiary under a deed of trust to whom certificates or memoranda of
insurance have been issued at their respective last known addresses.

f. The insurance required by this Section will be obtained and paid for by the Association. - The
Association may bill the owners on a monthly or annual basis and it is anticipated that initially, the
owners will pay the insurance for one year upon purchase of the lot, on a prorate basis and then will be
billed at least 30 days prior to each anniversary date of the insurance policy. The board may decide to
change the method and times of payment in the future.

8.3. Insurance Required of Owners

a Each Owner is required to purchase, and at all times maintain, one or more insurance
policies that cover the following:

1. If within a flood zone A-E, or commonly identified as being in a flood hazard zone then an
owner must obtain Flood Insurance on the structure and pay for such cost. Insurance policies carried
pursuant to this subsection (i) must provide that:

The Association is an insured under the policy;
The insurer waives its right to subrogation under the policy against the Association;
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No act or omission by any Owner, unless acting within the scope of his authority on behalf of the
Association, will preclude recovery under the policy.

il. Dwelling coverage, sometimes known as "HO 6," on Owner Betterments within or
appurtenant to his Townhome in the full replacement cost thereof insuring against risks of direct physical
loss commonly insured including fire, wind, extended coverage perils, and if the Owner chooses, flood.

1ii. Personal property coverage on the personal property in Owner's Townhome insuring
against risks of direct physical loss commonly insured including fire, wind, extended coverage perils, and
if the Owner chooses, flood.

iv. Personal liability coverage in the amount of at least $500,000.00 insuring the Owner
against lawsuits, legal expenses, and medical costs if he is legally responsible for injury or property
damage to others in his Townhome. From time to time the Board of Directors will have the authority to
require all Owners to maintain personal liability coverage exceeding $500,000.00 if the Board determines
such increased amount is advisable to adjust for variables such as inflation or exposure to risk.

b. The Board may require that Owner will file with the Association proof of insurance
specified in subparagraphs (i) ["dwelling and flood coverage"] and (iii) ["personal liability coverage'"] in
such forin as required by the Board of Directors. If an Owner shall fail to provide or maintain such
insurance policies, or give proof of such insurance to the Association, the Board shall have the authority to
purchase such policies in the name of the Owner after giving such owner thirty (30) calendar days' notice
of intent to purchase insurance by first class mail sent to the Owner's last known address as shown in the
Association’s records. If the Board purchases such insurance, the cost thereof will be deemed a common
expense assessment benefitting only the Owner and assessed against the Owner and his Townhome.
Such assessment, and all costs of collection including attorney's fees, will be the personal obligation of the
Owner, constitute a lien on his Lot pursuant §47F-3-116, and be collectible according to §47F-3-116.

8.4 Assessment of Deductible; Intentional Damage.

a. Assessment of Deductibles. If a component of a Townhome over which an Owner has
maintenance responsibility fails, and such failure causes damage to the Townhome and/or other
Townhomes which damage is covered by the Association's property insurance, such Owner will be
assessed the Association's insurance deductible if the Owner was negligent in causing the damage.

b. If circumstances indicate to the satisfaction of the Board that an Owner was not negligent,
. the deductible will be paid by the Association as a general common expense.

C. If there is probable cause to believe that an Owner was negligent in causing the damage, a
hearing will be held by the Board of Directors to determine if the damage resulted from the Owner's
negligence or intentional act and, in either case, the entire deductible will be assessed to the Owner. If the
Board determines that the damage was not the result of the Owner's negligence or intentional act, the
deductible will be a general common expense. The Owner will be given written notice of the hearing
mailed by first class mail to the Ownexr's last known address at least fourteen (14) days in advance of the
hearing and the Owner will have the right to be represented by an attorney at the hearing and to present
evidence. The Owner will be given a written decision by the Board.

d. An assessment of a deductible under this subparagraph will be deemed a common expense
assessment benefitting only the Owner and his Lot under N.C.G.S. §47F- 3-115( ¢) (2) and assessed
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against the Owner and his Lot. Such assessment, and all costs of collection including attorney's fees, will
be the personal obligation of the Owner, constitute a lien on his Lot pursuant §47F-3-116, and be
collectible according to §47F-3-116.

e. If a component of a Common Element over which the Association has maintenance
responsibility fails as a result of the negligence of the Association, and such failure causes damage to a
Townhome and/or the Master Common Element which damage is covered by the Association's property
insurance, the Association will pay the deductible as a general common expense.

f. An Owner is liable to the Association for all costs incurred by the Association in repairing
uninsured damage caused by the intentional act of the Owner and such costs will be assessed against the
Owner's Lot. Prior to making such an assessment, the Board will hold a hearing as provided in
subparagraph (a)(ii) above. An assessment of a deductible under this subparagraph will be deemed a
common expense assessment benefitting only the Owner and his Lot under N.C.G.S. §47F-3-115(c) (2)
and assessed against the Owner and his Lot. Such assessment, and all costs of collection including
attorney's fees, will be the personal obligation of the Owner, constitute a lien on his Lot pursuant §47F-3-
116, and be collectible according to §47F-3-116.

g. The Owner will be responsible for the acts of all persons in his Townhome with his permission
including his family members, guests, and lessees and their invitees. '

ARTICLE IX
REFUSE COLLECTION

9.1  Refuse Collection. Individual pickup refuse collection is provided for each Lot which is
subject to assessment undér Article V hereof by either the Town of Morehead City or the
Association.

9.2 Assessment of Costs. The cost of such refuse collection may be assessed against each
Lot for which such collection is provided and shall be added to and become part of the annual
assessment or charge to which such Lot is subject under Article V hereof and, as part of such
annual assessment or charge, it shall be a lien and obligation of the Owner and shall become due
and payable in all respects as provided in Article V hereof.

ARTICLEX
ANNEXATION AND DECLARANT RIGHTS TO GRANT EASEMENTS

10.1. Additional Property. Additional Lots and/or Common Elements may be annexed into
the Development with the consent of two-thirds (2/3) of the Members, excluding the Declarant.
Notwithstanding the above, Declarant may amend the Declaration during the Declarant Control
Period as defined herein.

Declarant reserves the right, in its sole discretion but subject to Legal Requirements,
to modify any Development Plan in whole or in part, including the addition or deletion of real
property and including the reconfiguration of Lots and Common Area. The fact that real
property is included on the Development Plan does not obligate Declarant to subject it to the
Declaration, nor shall Declarant be prohibited from subjecting to the Declaration any
property that is not included on the Development Plan. Notwithstanding the above, during
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the Declarant Control Period as defined herein, Declarant may amend this Declaration to
provide for:

a. easement rights of access only across the road of the existing subdivision should
Declarant decide to acquire and develop adjacent property without the consent or joinder of
the Members. Should access easement rights be granted, they will not materially interfere
with the reasonable enjoyment of the existing Inlet Cove Master subdivision and any such
use will require maintenance obligations and payment of a prorata share of expenses for the
access road upon any such users.

b. the addition of acquired property adjacent to the development and to add such
property to the Master or Townhouse Association, which may include the addition of new
residences and reconfiguring of common areas, including parking, such addition to be limited
to property located on the north side of the Basin.

10.2. Recording. Any annexation or easement made to the Property pursuant to Paragraph 10.1
above, shall be done and become effective upon recording of an amendment to this Declaration by the
~ Association in the Office of the Register of Deeds of Carteret County, specifying the additional lands to
be annexed into and made a part of the Development or description and conditions of an easement to
be granted.

ARTICLE XI
GENERAL PROVISIONS

11.1  Permitted Use and Restriction on Rentals. No Lot or Living Unit shall be used for
any purpose other than residential. Nothing contained herein, however, shall be deemed to
prevent an Owner from leasing a residence to a single-family unit for residential use under the
conditions set out below.

Rental Restrictions: Residences located upon the lots may be rented under the following
conditions:

Definition — “Rental” shall mean and refer to any agreement, oral or written, between an Owner
and another person or entity which allows a third party, other than the property owner, to occupy
Owner’s residence, or any portion of it, on the lot for any consideration or compensation.

It is specifically provided that Owners who rent their residence or part thereof, must comply with
the following provisions:

1. (a) Owners shall not rent or exchange their residence, nor a room or rooms, in
whole or in part, for any rental term less than seven (7) days. The Owner should have a personal
knowledge of the character of the person(s) leasing their residence and upon request shall provide
references to the Association. Total occupancy of any residence by more than eight (8) persons
shall be specifically prohibited, whether during a rental term or not.

2. The Owner of any residence that is rented to others in accordance with this
Declaration must ensure that their tenants have a written copy of the Declaration, and Rules and
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Regulations set out by the Association, including parking restrictions and use of common areas of
the subdivision, and such owner must ensure that all tenants agree to follow them. Each Owner
will be liable for their tenants’ non-compliance as if the owner him/herself had committed the
violation. '

3. Violation of this Declaration or the rules and regulations by Tenants will subject the
Lot owner to fines and suspension of subdivision privileges or services. The fines and suspension
shall be levied in accord with N.C. Gen. Stat. §47F-3-102 and N.C. Gen. Stat. §47F-3-107.1, and
this remedy shall be in addition to all others remedies given to the Association under the
Declaration.

11.2 Prohibited Activities. No business, noxious or offensive trade or activity shall be
carried on, upon, or in any Lot or Living Unit, nor shall anything be done thereon which may be or
become an annoyance or nuisance to the neighborhood.

11.3 Mobile homes, etc. No trailer, mobile home, recreational vehicle, camper, or tent shall at
any time be used for human habitation temporarily or permanently, nor shall any structure of a
temporary nature be used for human habitation on the Properties.

11.4 Exterior Appearance. No Owner or occupant shall change the exterior appearance of
a Living Unit without the express written consent of the Board of Directors.

11.5 Screening of Tanks, Trash and Storage Receptacles. All trash receptacles or similar
storage receptacles are prohibited from being exposed to view.

11.6  Clothes Lines, Satellite Dishes. Clothes lines as well as television satellites dishes
exceeding 24 inches in diameter are expressly prohibited. Any television satellite dish not exceeding
24 inches in diameter shall additionally be installed at a location to the rear of the Living Unit and/or
screened appropriately with fencing or vegetation so that the same is not easily seen or observed from
adjoining Lots or the parking lot.

11.7. Fill, Drainage. - No lot owner shall be permitted to fill in or alter any of the drainage
systems, ditches or swales of the lots without the written approval of the Declarant.

~11.8 Fencing. No wire fencing shall be permitted on any lot or portion thereof. A lot owner
may install a fence in the common/limited common area adjacent to its lot, but the type of material,
location and size must be approved by the Aesthetics Committee as provided for in Article VII. All
fencing materials and the location of the same shall be required to be approved in advance by the
Aesthetics Committee before being used or installed. The maximum height or style for fencing may be
set by the Committee but all such design standard will be uniform throughout the development. The
owner must provide an access area in any fencing approved for the Association to maintain the area in
a neat and orderly manner, including mowing of such area. The cost of installation and maintenance
of such fence shall be born solely by the Lot owner that installed it or its successors and assigns. The
Lot owner also agrees to maintain and allow mowing of the landscaping and yard within the fenced
off area in a neat and orderly appearance however the Association shall not be responsible for
maintenance of any area located inside of the fence, even if located on common or limited common
areas, if the owner does not provide adequate access to the fenced in area, and in such event, the-
owner shall be responsible for such maintenance and mowing.. Failure of a lot owner to maintain the
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fence or the area within the fence shall be a violation of th1s Declaration and subject the Lot owner to
fines and injunctive relief.

11.9 Signs. Subject to applicable law, no sign, banner, billboard, or advertisement of any
kind, including without limitation, information signs, "for sale" or "for rent" signs, and those of
contractors/subcontractors, shall be displayed on any Lot including inside any window so that it is
visible from the exterior of the Townhouse except for signs, banners, and billboards approved in |
advance by the Aesthetics Committee, and by Declarant so long as Declarant owns any Lot, or any
portion of Property. If permission is granted to any Owner to erect a sign on a Lot, the aesthetics
committee and Declarant for as long as Declarant owns any Lot or a portion of the Property reserves
the right to restrict the size, shape color, lettering, height, material and location of the sign, or in the
alternative, provide the Owner with a sign to be used for such purposes. No sign shall be nailed or
otherwise attached to trees.

No political signs shall be permitted to be placed on any Lot or Common Element by an Owner or the
Association.

Notwithstanding the foregoing the following signs shall be allowed:

street or directional signs erected by Declarant or by the Association;

a.
b. any sign constructed and installed by any governmental agency;
c. identification and informational signs constructed by Declarant, the purpose of

which is to assist Declarant in identifying the project and the location of Lots or sales
models within the development;

d. during property development and sale, Declarant may erect such identifying and
marketing signs as it may deem necessary.

e. signs placed on Common Elements by the Declarant or the Association for purposes
of identifying the same and/or containing information about the use of such
property.

11.10 Pets. Pets shall be kept or maintained in or about the Living Unit only if the Owner is
granted a conditional license to maintain up to two (2) pets by the Association. Such a license will
be granted subject to the following conditions and reservations:

a. Acceptable Pets. The only pets to be permitted shall be dogs under ninety (90)
pounds when fully grown, cats, and small birds and fish. No specific breed is prohibited, however,
the Association shall specifically have the power and responsibility to designate, based upon
temperament, size and/or nature or tendencies, from time to time a list of breeds of animals which
shall be prohibited.

b. It shall be the responsibility of the Owner to pay for any and all costs involved in
restoring to the original condition any damage caused to the Properties by a pet owned by an
Owner, his tenants, guests or invitees.

c. An Owner shall be financially responsible for personal injury or property damage

caused in relation to any Owner, tenant, guest, employee of the Association, or to any member of
the public as a result of such pet being on the Properties.
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c. Pets must be carried in arms or on a leash when taken in and out of a Living Unit,
unless within an approved fenced-in area.

e. The Board may, upon their sole determination, revoke or terminate the above
conditional license if an Owner violates the terms of the conditional license, his pet is determined
to be vicious, is annoying to other Owners or Occupants, or is otherwise a nuisance.

11.11 Temporary Structures. No temporary structures of any kind shall be permitted on the
Properties at any time, excepting such structures as may be required during major repair and
maintenance and have been approved by the Board of Directors.

11.12 Open Fires. No open fires, including outdoor cooking activities, shall be permitted
anywhere on the Properties except in such areas as may be designated for such purposes, from
time to time by the Board of Directors, except small gas grills may be permitted to be used on a
back deck of the residence so long as it does not create a fire hazald or create smoke or other
noxious fumes that affect other property owners.

11.13 Hazardous Use and Waste. No Lot Owner or Occupant shall permit anything to be
done to or kept in a Living Unit or the Master Common Elements that will result in the
cancellation of insurance maintained with respect to the Properties, or that would be in violation of
any law, or that will result in the commitment of waste (damage, abuse or destructlon) to or in his
Living Unit or the Master Common Elements.

11.14 Rules. ~ The Board of Directors shall have the authority to adopt rules and shall
furnish a written copy to said rules to the Owners. Any violation of such rules may, after a
hearing in front of the Board of Directors, be punishable by fine not to exceed $100.00 per
violation, suspension of the voting rights of the violating Owner(s) not to exceed forty-five (45) days
per violation and/or suspension of the rights to use of the Common Elements not to exceed forty-
five (45) days per violation. The Board of Directors shall also have the power to adopt rules and
regulations which prohibit or limit the types of animals or household pets which may be kept in or
about the Lots or Living Units.

ARTICLE XII
RIGHTS OF FIRST MORTGAGEE; VA, FNMA and HUD PROVISIONS

12.1 Awvailability of Association Documents, Books Records and Financial Statements.
The Association shall upon request and during normal business hours, make available for
inspection by Owners and First Mortgagees and the insurers and guarantors of a first mortgage on
any Lot, current copies of the Declaration, the By-Laws, other rules and regulations governing the
Properties and the books, records and financial statements of the Association. The Association

_ shall provide an audited financial statement for the preceding fiscal year if requested in writing by
a first mortgagee or insurer or guarantor of a first mortgage. The Association shall, upon request
and during normal business hours, make available for inspection by prospective purchasers of
Lots, current copies of the Declaration, By-Laws, other rules and regulations governing the
Properties, and the most recent annual audited financial statement, if such is prepared. For
purposes of this Article, the term “available” shall mean available for inspection upon request,
during normal business hours or under other reasonable circumstances. .
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12.2  Successor's Personal Obligation for Delinquent Assessments. The personal
obligation for assessments which are delinquent at the time of transfer of a Unit shall not pass to
the successors in title or interest to said Lot unless said delinquent assessments are expressly
assumed by them.

12.3 Rights of Action. The Association and any aggrieved Owner shall have a right of action
against an Owner and any aggrieved Lot Owners shall have a right of action against the
Association for failure to comply with the provisions of this Declaration, the By-Laws and the
rules, regulations, and decisions of the Association made pursuant to authority granted to the
Association in this Declaration and the By-Laws. :

12.4 Management and Other Agreemenits. Any management agreement between the
Declarant or the Association and a professional manager, or any other agreement providing for
services of the Developer, sponsor, builder, or Declarant, if any exists, shall be terminable by
either party thereto without cause and without payment of a termination fee upon no less than
thirty (30) days’ prior written notice and shall not exceed a term of three (3) years, subject to
renewal by the consent of both parties.

12.5 Notice. Each First Mortgagee and each insurer or guarantor of a First Mortgage,
upon written request to the Association stating its mortgage held, insured or guaranteed, shall be
entitled to timely written notification by the Association of (i) any proposed amendment of this
Declaration designed to effect a change in (1) the boundaries of any Lot or any Limited Common
Elements appertaining thereto, (2) the interests in the Common Elements or Limited Common
Elements relative to any Lot or the liability for Common Expenses appertaining thereto, (3) the
number of votes in the Association appertaining to any Lot or (4) the purposes to which any Lot or
the Common Elements are restricted; (i) Any proposed termination of the Declaration; (iii) Any
condemnation or casualty loss that affects either a material portion of the Properties or which
affect any Lot on which there is a First Mortgage; (iv) any 60-day delinquency in the payment of
assessments or charges owed by the Owner of the Lot on which the First Mortgagee hold its First
Mortgage; (v) Any lapse, cancellation or material modification of any insurance policy or fidelity
bond maintained by the Association. Each First Mortgagee who has requested the Association to
notify it of any proposed action pursuant to this Paragraph 12.5 shall be considered an "Ehglble
Security Holder" for purposes of this Article.

12.6 Consent of Eligible Security Holders. 'This Paragraph shall be effective only if, at the
time this Paragraph would apply, at least one Lot is subject to a First Mortgage. The following
actions shall require the approval of at least FIFTY-ONE PERCENT (51.00%) of Eligible Security
Holders prior to becoming effective:
6] Any restoration or repair of the Properties after a partial condemnation or damage
due to an insurable hazard that is not substantially in accordance with the
Declaration and the original plans and specifications;
(i1) Any election to terminate the Declaration after substantial destruction
or a substantial taking in condemnation of the Properties;
(iii)  Unless the formula for reallocation of interests in the Common Elements
after a partial condemnation or partial destruction of the Condominium is provided
elsewhere in this Declaration or by the Act, a reallocation of interest in the Common
Elements resulting from a partial condemnation or partial destruction of the
Properties.
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(iv)  Any decision to materially amend any provisions of the Declaration or By-Laws, or
. to add any material provisions thereto, which establish, provide for, govern or
regulate any of the below referenced matters:
a. Voting Rights;

b. Assessments, assessment liens or subordination of such liens;

c. Reserves for maintenance, repair, and replacement of Common
Elements; ‘

d. Responsibility for maintenance and repair of the Condominium;

e. Re-allocation of interest in the Common Elements or Limited Common
Elements or rights to their use;

f. Boundaries of any Lot;

g Convertibility of Lots into Common Elements or Common Elements into Lots;

h. Expansion or contraction of the Development or the addition,

annexation or withdrawal of property to or from the Condominium beyond
those provisions already contained within the Declaration regarding the
annexation of additional properties found in Article X;

1. Insurance of fidelity bonds;

J. Leasing of Living Units;

k. Imposition of any restrictions on an Owner's right to sell, transfer or
otherwise convey his Lot outsidé of those provided for in the Declaration;

1 A decision by the Association to establish self-management when
professional management had been required previously by the agencies or
corporations; ’

m.  Any provisions that expressly benefit First Mortgagees or insurers

or guarantors of First Mortgages.

12.7 Consent of First Mortgagees for Termination of Declaration. This Paragraph shall
be effective only if, at the time this Paragraph would apply, at least one Lot is subject to a First

" Mortgage. Any decision to terminate this Declaration for reasons other than substantial
destruction or condemnation of the Property shall require the prior consent of SIXTY-SEVEN
PERCENT (67.00%) of Eligible Security Holders.

12.8 Eligible Security Holder Consent to Certain Actions. With respect only to non-
material amendments (which excludes items (a) to (m) of Paragraph 13.6(iv) below), such as for the
correction of technical errors or for clarification, any Eligible Security Holder who receives a
written request by the Association, or any Owner, to approve an addition.or amendment to the
Declaration or By-Laws who does not deliver or post to the requesting party a negative response
within thirty (30) days shall be deemed to have approved such request.

12.9 Assessments. Assessments shall be due and payable in monthly installments or as
the Board directs. As legally required by N.C.G.S. § 47F-3-115 of the Act, Declarant shall pay all
accrued expenses of the Development not covered by paid dues as provided in Section 5.8. An
assessment shall be deemed levied against the Lot upon the giving of notice by the Board to a
Member of the Association who is an Owner of that Lot. Owners shall have no obligation to pay
monthly assessments until an assessment is levied. Assessments will begin at such time as the
Board elects.

12.10 Rights of First Morigagee; Insurance Proceeds or Condemnation Awards. With
respect to First Mortgages held by or for the benefit of any person, no provision of this Declaration
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or the By-Laws shall be deemed to give an Owner, or any other person, priority over any rights of a
First Mortgagee pursuant to its First Mortgage on said Owner's Lot, in the case of a distribution to
said Owner of insurance proceeds or condemnation awards for losses to or a taking of Lots and/or
Common Elements. '

12.11 Annexation. Except as provided for in Article XI, no additional real property may be added
to the Development without the prior written consent of any of the following that holds, insures or
guarantees any mortgage on a Lot: HUD, VA and FNMA, at the time the additional property is
sought to be added to the Development.

12.12 Completion of Improvements. Notwithstanding any provision to the contrary contained
herein, all improvements on each lot annexed into the Development shall be substantially
completed within one year of issuance of a building permit for improvements on each townhouse
lot.

ARTICLE XIII
MISCELLANEOUS PROVISIONS

13.1 Duration. The covenants and restrictions of this Declaration shall run with and bind
the land, and shall inure to the benefit of and be enforceable by the Association, or, the Owner of
any land subject to this Declaration, their respective legal representatives, heirs, successors and
assigns, for a term of twenty (20) years from the date this Declaration is recorded with the
Register of Deeds of Carteret County, after which time said covenants shall be automatically
-renewed and extended for successive periods of ten (10) years unless otherwise amended.

13.2 Amendment. Except as otherwise provided herein, the covenants and restrictions of this
Declaration shall run with and bind the land, for a term of twenty (20) years from the date this
Declaration is recorded, after which time they shall be automatically extended for successive
periods of ten (10) years. Subject to (a)-(c) below, this Declaration may be amended at any time by
the owners as follows:

Unless a higher percentage or different voting requirement is specified herein or by Legal
Requirements, the Declaration may be amended only by (i) the written agreement or consent of
those Members, or the affirmative vote at a meeting of the Association of those Members, by sixty-
seven percent (67%) or more of the total number of votes in attendance at a special meeting or by
proxy, and (il) during the Development Period, with the written consent of Declarant.

a. Written notice of an annual or special meeting of the Association at which any proposed
amendment to the Declaration is to be voted on, together with at least a summary description of
the proposed amendment, shall be given to all Members not less than ten (10) days and not more
than sixty (60) days in advance of the date of such meeting. Any amendment so approved must be
recorded.

b. Until the conclusion of the Development Period of the Property, no amendment may alter or
affect any rights granted hereunder to the Declarant, without the prior written consent of the
Declarant. Notwithstanding the foregoing and only as may be otherwise specifically provided for
herein, no amendment affecting assessments, any property right, the right of any Owner to have,
use or enjoy any easement or to use and enjoy the Common Element, or the vested right of any
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party secured by a mortgage or deed of trust shall be valid or of any effect unless such amendment
has been approved in writing by such party having such right or interest.

c. During the Development Period, Declarant may unilaterally amend this Declaration for
any purpose. Thereafter, Declarant may unilaterally amend this Declaration if such amendment
is (1) necessary to bring any provision into compliance with any applicable governmental statutes,
rule, regulation, or judicial determination; (ii) necessary to enable any reputable title insurance
company to issue title insurance coverage on the Lots/Units; (iii) required by an institutional or

- governmental lender or purchaser of Mortgage loans, including, for example, the Federal National
Mortgage Association or Federal Home Loan Mortgage Corporation, to enable it to make or
purchase Mortgage loans on the Lots/Units; (iv) necessary to enable any governmental agency or
reputable private insurance company to guarantee or insure Mortgage loans on the Lots/Units; or
(v) otherwise necessary to satisfy the requirements of any governmental agency for approval of
this Declaration or (vi) to correct typographical or grammatical errors. However, any such
amendment shall not adversely affect the title to any Lot/Unit unless the affected Owner shall
consent thereto in writing.

Variances. Notwithstanding anything to the contrary contained herein, the Declarant or
the Board of Directors shall be authorized to grant individual variances from any of the provisions
of this Declaration, the By-Laws and any rule, regulation or use restriction promulgated pursuant
thereto, if it determines that waiver.of application or enforcement of the provision in a particular
case is warranted and would not be inconsistent with the overall scheme of development for the
Properties.

13.3 Notices. Any notice required to be sent to any Member or Owner under the provisions
of this Declaration shall be deemed to have been properly sent when mailed, or otherwise
delivered, to the last known address of the person who appears as a Member or Owner on the
records of the Association at the time of such mailing.

13.4 Enforcement. Enforcement of these covenants and restrictions shall be by any
proceeding at law or in equity against any person or persons violating or attempting to violate any
covenant or restriction, either to restrain violation or to recover damages, and against the land to
enforce any lien created by these covenants; and failure by the Association or any Owner to enforce
any covenant or restriction herein contained shall in no event be deemed a waiver of the right to do
so thereafter. :

13.5 Severability.Invalidation of any one of these covenants or restrictions by judgment or
court order shall in no way affect any other provision, which provisions shall remain in full force
and effect.

13.6 Conflict with the Act; Severability. Should any of the terms, conditions, provisions,
paragraphs, or clauses of this Declaration conflict with any provision of Chapter 47F of the North
Carolina General Statutes, the provisions of the Act shall control unless the Act permits the
Declaration to override the Act, in which event, the Declaration shall control. The invalidity of any
covenant, restriction, condition, limitation, provision, paragraph, or clause of this Declaration, or
of any part of the same, or the application thereof to any person or circumstance, shall not impair
or affect in any manner the validity, enforceability or affect the rest of this Declaration or the
application of any such covenants, restriction, condition, limitation, provision, paragraph or clause
to any other Person or circumstance.

Page 26 of 39



1784025

13.7 Interpretation of Declaration. Whenever appropriate, singular may be read as plural, *
plural may be read as singular, and the masculine gender may be read as the feminine or neuter :
gender. Compound words beginning with the prefix "here" shall refer to this entire Declaration

and not merely to the part in which they appear. !

13.8 Captions. The captions herein are only for convenience and reference. They do not
define, limit or describe the scope of this Declaration, or the intent of any provision.

13.9 Authority of Association. Unless specifically limited by a provision of this Declaration or
the By-Laws, any action allowed or required to be taken by the Association may be taken by a
majority vote of the Board, without joinder or approval of the Members of the Association.

13.10 Arbitration. In the event of any dispute arising under these covenants including but
limited to the need, responsibility for or payment of insurance premiums, any issues with the
party walls as identified by Section 11, the cost or need for maintenance of the exterior, and
walkways or the yard or landscaping, and other matters herein, then the dispute shall be
submitted to binding arbitration. In the event of dispute, the lot Owners shall submit the matter to
arbitration within fifteen (15) days of written notice to the other lot owner of a
disagreement/dispute by either lot owner, certified mail, return receipt requested. The initial
arbitrator is the law firm of White & Allen, P.A., 304 N. 35t Street, Morehead City, NC 28557, but
the Owners may designate any other arbitrator they wish. In the event that this arbitrator cannot
serve when called upon, then each Owner shall choose an arbitrator and the arbitrators so chosen
shall choose a third party to serve as arbitrator. The decision of the within named arbitrator or :
appointed arbitrator shall be binding upon all Owners. In the event that it is impossible to appoint !
an arbitrator, any Owner may petition the Superior Court of Carteret County, North Carolina, to

appoint an arbitrator or to hear said Owner's case in law or in equity. The cost of the arbitration

hearing shall be allocated by Arbitrator and such Arbitrator may, but is not required to, allocate

that all cost of the arbitration including any cost incurred by prevailing party, be reimbursed by

the other party. In no event shall a prevailing party be required to pay for more than fifty percent

(50%) of the cost of arbitration.

Following arbitration and the failure of the owner to either comply with the arbitration decision or
to pay his or their portion of the costs, the other owner not in default is authorized upon five (5)
days’ written notice to the other Lot Owner, to pay for and complete the repairs, maintenance,
construction or other work and/or to file a civil action against the other owner in default to enforce
the Arbitration decision. Interest shall accrue on any sums owed at 1.5 percent per month and the
interest together with a reasonable attorney's fees and the cost of the action shall be recoverable in
any civil action against the defaulting owner.

Lender Consent. First Bank is the holder of a Deed of Trusts encumbering portions of
Property. Bank hereby consents to the execution and delivery of the Declaration and to the filing
thereof in the office of the Register of Deeds of Carteret County, North Carolina and further
hereby subjects and subordinates its Deed of Trust to this Declaration.

THE REMAINDER OF THIS PAGE IS INTENTIONALLY BLANK ‘ !
SEE SIGNATURE PAGE
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IN WITNESS WHEREOF, the undersigned have caused this instrument to be
duly executed as of the day and year first above written.

RIDCO, CORP.<—~
(Corporate Seal) M / .
' By: .

President —

STATE OF NORTH CAROLINA

COUNTY OF CARTERET

I, a Notary Public of the County and State above, do hereby certify that
Weltew Doog las Brad y , personally came before me this day and acknowledged
that he is President of RIDCO{ CORP, a North Carolina corporation, and that by authority duly

given and as the act of the company, the foregoing instrument was signed in its name by him as its
President.

This the lstday of _ Octsber /] 2022,

M%%.A‘

Notary Public
\““\uulnm,,’"l
My commission expires:_ € 13 ]2027 e“\‘% 6&‘,..’\.’; L é',,,'
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First Bank, a banking corporation ("Lender") is the holder of the beneficial interest under that
certain deed of trust dated given by Declarant for the use and benefit of Lender, covering all or portions
of the Property, and recorded in Book 1718, Page 154, Book 1731, Page 302 and additional deeds of
trust for construction loans on individual buildings located in Inlet Cove in the office of the Register of
Deeds of Carteret County, North Carolina (said deed of trust, together with all amendments,
modifications, extensions and supplements thereto and any and all other documents given to or made by
the Declarant in connection with said deed of trust are hereinafter collectively called the "Security
Agreement"). Lender hereby joins in the execution of this Declaration to consent to the terms hereof,
and to all restrictions, covenants, terms, easements, obligations and other matters set forth in this
Declaration, as the same may hereafter be amended, modified, supplemented, or changed.

First Bank

o Y

o

Name and title [Cirafee f\oa(f:‘ Sw

STATE OF M C i

COUNTY OF < i&]&g& KMM

I certify that the following person(s) personally appeared before me this day, each acknowledging to me

that he or she signed the foregoing document:

Kirsten fofles, SYP

. lgnature of otary

Date: ” Zl !maa
P. Armsteone,

Nota‘ry'glprinted or typed name,J
My Commission expires:JG \\/[ 4)

Notary Public- (Place Official Seal in this box)

namegs) (ard title, j

appropriate) of principal(s).

AMY'R. ARMSTRONG
Notary Public, North Carolina
Chatham County '
My Commission Expires
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EXHIBIT B

BY-LAWS OF
INLET COVE TOWNHOME OWNERS ASSOCIATION, INC.

ARTICLE I - OFFICES

The office and principal place of business of the Corporation shall be located as shown on the Articles of
Incorporation. The Corporation may also maintain offices at such other places within or without the
United States as the Board of Directors may from time to time determine.

ARTICLE II - MEMBERS

The Members of the Corporation shall be those persons or entities which meet the requirements for
membership in the Corporation as set out in the Declaration of Covenants, Restrictions and Covenants
Running with the Land recorded in Deed Book ' page _ , as amended, Carteret County,
North Carolina Registry, (hereinafter referred to as the "Declaration").

ARTICLE III - MEETING OF MEMBERS

SECTION 1 — Annual Meetings

The annual meeting of the Members of the Corporation shall be held at a date and time selected by the
Board of Directors which shall be within five (5) months after the close of the fiscal year of the
Corporation. The annual meeting shall be held for the purposes of electing directors and transacting
such other business as may properly come before the meeting.

SECTION 2 — Special Meetings

Special meetings of the Members may be called at any time by the Board of Directors or by the
President, and special meetings shall be called by the President or the Secretary at the written request of
twenty percent (20%) of the Members, or as otherwise required under the provisions of the laws of the
State of North Carolina ("Corporation Law").

SECTION 3 — Place of Meetings

All meetings of the Members shall be held at the principal office of the Corporation or at such other
places as shall be designated in the notices or waivers of notice of such meetings.
SECTION 4 — Notice of Meetings

(a) Written notice of each meeting of the Members, whether annual or special, stating the time and
place where it is to be held, shall be served either personally or by mail, not less than ten (10) or more
than fifty (50) days before the meeting, upon each member of record entitled to vote at such meeting and
to any other person to whom the giving of notice may be required by law. Notice of a special meeting
shall also state the purpose or purposes for which the meeting is called and shall indicate that it is being
issued by, or at the direction of, the person or persons calling the meeting. If mailed, such notice shall
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be directed to each such Member at his address as it appears on the membership records of the
Corporation, unless he shall have previously filed with the Secretary of the Corporation a written request
that notices intended for him be mailed to some other address, in which case it shall be mailed to the
address designated in such request.

(b)  Notice of any meeting need not be given to (i) any person who may become a Member of record
after the mailing of such notice and prior to the meeting, (if) any Member who attends such meeting, in
person or by proxy, or (iii) any Member who, in person or by proxy submits a signed waiver of notice
either before or after such meeting. Notice of any adjourned meeting of members need not be glven
unless otherwise required by statute.

SECTION 5 — Quorum

(a) Except as otherwise provided herein, by statute or in the Articles of Incorporation (such Articles
and any amendments thereof being hereinafter collectively referred to as the “Articles of
Incorporation™), at all meetings of the Members of the Corporation, the presence at the commencement
of such meetings in person or by proxy of one-third (1/3) of the Members of the Corporation in good
standing and entitled to vote shall be necessary and sufficient to constitute a quorum for the transaction
of any business. The withdrawal of any Member after the commencement of a meeting shall have no
effect on the existence of a quorum after a quorum has been established at such meeting. '

(b)  Despite the absence of a quorum at any annual or special meeting of the members, those in
attendance and entitled to vote thereon may, by majority vote, adjourn the meeting. At any such
adjourned meeting at which a quorum is present, any business may be transacted which might have been
transacted at the meeting as originally called if a quorum had been present. No meetmg may be
adjourned for longer than forty-eight (48) hours.

SECTION 6 — Voting

(a) Except as otherwise provided by statute or by the Articles of Incorporation, any corporate action,
other than the election of directors to be taken by vote of the Members, shall be authorized by a majority
of votes cast at a meeting of Members entitled to vote thereon.

(b) Except as otherwise provided by statute or by the Articles of Incorporation, a Member shall be
entitled to one (1) vote for each Lot owned; provided, however, when more than one person holds an
interest in a Lot, all such persons shall be members and the vote for such Lot shall be exercised as they,
among themselves determine, but in no event shall more than one vote be cast with respect to any Lot.

©) Each Member entitled to vote or to express consent or dissent without a meeting may do so by
proxy; provided, however, that the instrument authorizing such proxy to act shall have been executed in
writing by the member himself or by his Attorney-in-fact thereunto duly authorized in writing. No
proxy shall be valid after the expiration of eleven (11) months from the date of its execution unless the
person(s) executing it shall have specified therein the length of time it is to continue in force. Such
instrument shall be exhibited to the Secretary at the meeting and shall be filed with the records of the
Corporation.
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(d) Any resolution in writing signed by all of the Members entitled to vote thereon shall be and
constitute action by such Members to the effect therein expressed, with the same force and effect as if
the same had been duly passed by unanimous vote at a duly called meeting of Members, and such
resolutions so signed shall be inserted in the Minute Book of the Corporation under its proper date.

ARTICLE IV — BOARD OF DIRECTORS

SECTION 1 — Number, Election and Term of Office

(a) Purpose, Number and Term of Office. The Board of Directors shall initially consist of (1) initial
member of the Board of Directors as named in the Articles of Incorporation of the Association. The
business and affairs of the Association shall be managed by the Board of Directors and upon resignation
of the above member, the Board shall consist of three (3) individuals, who shall be entitled to act on
behalf of the Association. Subsequently, the Board of Directors shall be appointed by the Declarant
until such time as the period of Declarant control of the Association has terminated pursuant to the
provisions of the Declaration. At the first meeting of the membership of the Association following the
termination of the period of Declarant control of the Association, the members of the Board of Directors
shall be elected by the membership of the Association and those persons who receive the highest number
of votes at a meeting at which a quorum is present shall be elected. Each member of the Board of
Directors shall hold office until his/her death, disability, resignation or removal, or until the expiration of
his/her term and the election of his/her successor. All Directors elected by the membership of the
Association must be Lot owners.

(b) Except as may otherwise be provided herein or in the Articles of Incorporation, the members of
the Board of Directors of the Corporation, shall be elected by a plurality of the votes cast at a meeting of
the Members entitled to vote in the election. It shall be a qualification to be a Director that such person
also be a Member of the Corporation.

(c) Each director shall hold office until the annual meeting of the Members next succeeding his
election and until his successor is elected and qualified, or until his prior death, resignation or removal.

(d)  Nominations for election to the Board of Directors shall be made by a Nominating Committee.
Nominations may also be made from the floor at the annual meeting of Members. The Nominating
Committee shall consist of a Chairman, who shall be a member of the Board of Directors, and two or
more Members of the Corporation. The Nominating Committee shall be appointed by the Board of
Directors at least ninety (90) days prior to each annual meeting of the Members, to serve until the close
of such annual meeting. The Nominating Committee shall make as many nominations for election to the
Board of Directors as it shall in its discretion determine, but no less than the number of vacancies that
are to be filled. Such nominations shall be contained in the Notice of the Annual Meeting provided to
the Members.

SECTION 2 — Duties and Powers

The Board of Directors shall be responsible for the control and management of the affairs, property and
interests of the Corporation and may exercise all powers of the Corporation, except as are in the
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Declaration, Articles of Incorporation or by statute expressly conferred upon or reserved to the
Members.

By way of illustration, but not limitation, the powers of the Board of Dlrectors shall include the
following:

i. Adopt rules and regulations governing the use of the common properties and amenities,
the personal conduct of members and their guests thereon, and establish penalties for the infraction
thereof not to exceed $150.00 per incident;

ii. Suspend the voting rights and right of use of the recreational facilities of a Member,
during any period in which such Member shall be in default in the payment of any assessment levied by
the Corporation; and to suspend such rights, after notice and hearing, for infraction of published rules
and regulations for a period no longer than forty-five (45) days;

ii.  Declare the office of a member of the Board of Directors to be vacant in the event such
member of the Board shall be absent from three (3) consecutive regular meetings of the Board;

iv. To employ a manager, an independent contractor, or other employees as is deemed
necessary, and prescribe their duties; provided, that any contract for professional management must
contain a clause requiring not more than ninety (90) days’ termination notice;

v. Procure, maintain, and pay premiums on, insurance policy(s) and equitably assess the
members the same for their pro rata portion of such expense;

vi. Impose and receive any payments, fees, or charges for the maintenance, use, or operation
of the common properties and amenities on the members;

vii.  Exercise all other powers that may be exercised in this State by legal entities of the same
type as the Corporation;

viii.  Exercise any other powers necessary and proper for the governance and operation of the
Corporation;

ix. To have and to exercise any and all powers, rights and privileges, whether implicit or
explicit, provided: (1) to owners' associations under Chapter 47F of the North Carolina General
Statutes, (2) to a corporation organized under the Non-Profit Corporation Law of the State of North
Carolina existing now or as may hereafter be provided and (3) to the Corporation under the Declaration;.

X. Notwithstanding any other provision herein, the Board of Directors is unilaterally
authorized, on behalf of the Association, to submit any dispute with or claim against the owner(s) of any
Lot(s) to voluntary arbitration pursuant to any arbitration program then in effect in a court of competent
jurisdiction in Carteret County, North Carolina. A Lot owner shall have no rlght to require arbitration if
the Association does not agree.
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SECTION 3 — Annual and Regular Meetings; Notice

(a) A regular annual meeting of the Board of directors shall be held immediately following the
annual meeting of the Members, which shall be at the place of such annual meeting of Members.

(b) The Board of Directors from time to time may provide by resolution for the holding of such
other regular meetings of the Board of Directors and may fix the time and place thereof.

(©) Notice of any regular meeting of the Board of Directors shall not be required to be given and, if
given, need not specify the purpose of the meeting; provided, however, that in case the Board of
Directors shall fix or change the time or place of any regular meeting, notice of such action shall be
given to each director who shall not have been present at the meeting at which such action was taken
within the time limited, which notice shall be given in the manner set forth in paragraph (b) of Section 4
of this Article III with respect to special meetings, unless such notice shall be waived in the manner set
forth in paragraph (c) of such Section 4.

SECTION 4 — Special Meetings: Notice

(a) Special meetings of the Board of Directors shall be held whenever called by the President or by
one of the directors at such time and place as may be specified in the respective notices or waivers of
notice thereof.

(b)  Notice of special meetings shall be mailed directly to each director, shall be addressed to him at
his residence or usual place of business at least two (2) days before the day on which the meeting is to
be held, or shall be sent to him at such place by telegram, radio or cable, or shall be delivered to him
personally or given to him orally, not later than the day before the day on which the meeting is to be
held. A notice or waiver of notice, except as required in Section 8 or Section 10 of this Article III, need
not specify the purpose of the meeting.

(¢)  Notice of any special meeting shall not be required to be given to any director who shall attend
such meeting without protesting prior thereto or at its commencement the lack of notice to him, or to any
director who submits a signed waiver of notice, whether before or after the meeting. Notice of any
adjourned meeting shall not be required to be given.

" SECTION 5 — Chairman

At all meetings of the Board of Directors, the Chairman of the Board, if any and if present, shall preside.
If there shall be no Chairman or if he shall be absent, the President shall preside, and in his absence, a
Chairman chosen by the Directors present shall preside.

SECTION 6 — Quorum and Adjournments

(a) At all meetings of the Board of Directors, the presence of a majority of the entire Board shall be
necessary and sufficient to constitute a quorum for the transaction of business, except as otherwise
provided by law, by the Articles of Incorporation or by these By-Laws.
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(b) A majority of the directors present at the time and place of any regular or special meeting,
although less than a quorum, may adjourn the same from time to time without notice until a quorum
shall be present.

SECTION 7 — Manner of Acting

(a) At all meetings of the Board of Directors, each director present shall have one (1) vote.

(b)  Except as otherwise provided by statute, by the Articles of Incorporation or by these By-Laws,
the action of a majority of the directors present at any meeting at which a quorum is present shall be the
act of the Board of Directors. Any action authorized in writing by all or the directors entitled to vote
thereon and filed with the minutes of the Corporation shall be the act of the Board of Directors, with the
same force and effect as if the same had been passed by unanimous vote at a duly called meeting of the
Board.

SECTION 8 — Vacancies

Any vacancy in the Board of Directors occurring by reason of an increase in the number of directors or
by reason of the death, resignation, disqualification, removal (unless a vacancy be filled by the members
at the meeting at which the removal was effected) or inability to act of any director, or otherwise, shall
be filled for the unexpired portion of the term by a majority vote of the remaining directors even if less
than a quorum, at any regular meeting or special meeting of the Board of Directors called for that
purpose.

SECTION 9 — Resignation

Any director may resign at any time by giving written notice to the Board of Directors, the President or
the Secretary of the Corporation. Unless otherwise specified in such written notice, such resignation
shall take effect upon receipt thereof by the Board of Directors or such officer, and the acceptance of
such resignation shall not be necessary to make it effective.

SECTION 10 — Removal

Any director may be removed with or without cause at any time by the members at a special meeting of
the members called for that purpose, and any director may be removed for cause by action of the Board.

SECTION 11 — Salary

No stated salary shall be paid to directors, as such, for their services; provided that by resolution of the
Board of Directors a fixed sum and expenses of attendance, if any, may be allowed for attendance at
each regular or special meeting of the Board; and provided further, however, that nothing herein
contained shall be construed to preclude any director from serving the Corporation in any other capacity
and receiving compensation therefor.
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SECTION 12 — Contracts

(a) No contract or other transaction between this Corporation and any other Corporation shall be
impaired, affected or invalidated, nor shall any director be liable in any way, by reason of the fact that
any one or more of the directors of this Corporation is or are interested in, or is a director or officer, or
are directors or officers of, such other Corporation, provided that such facts are disclosed or made
known to the Board of Directors.

(b)  Any director, personally and individually, may be a party to or may be interested in any contract
or transaction of this Corporation, and no director shall be liable in any way by reason of such interest, .
provided that the fact of such interest be disclosed or made known to the Board of Directors, and
provided further that the Board of Directors shall authorize, approve or ratify such contract or
transaction by the vote (not counting the vote of any such director) of a majority of a quorum,
notwithstanding the presence of any such director at the meeting at which the action is taken. Such
director or directors may be counted in determining the presence of a quorum at such meeting. This
Section 12 shall not be construed to impair or invalidate or in any way affect any contract or other-
transaction which would otherwise be valid under the law (common, statutory, or otherwise) applicable
thereto.

- SECTION 13 — Committees and Adjudicatory Panel

COMMITTEES: The Board of Directors, by resolution adopted by a majority of the entire Board,
may from time to time designate from among its members an executive committee and such other
committees and alternate members thereof as they deem desirable, each consisting of three or more
members, which committees shall have such powers and authority (to the extent permitted by law) as
may be provided in such resolution. Each such committee shall serve at the pleasure of the Board.

ADJUDICATORY PANEL

Section 1. Appointment of Adjudicatory Panel. The Board of Directors shall, not less than
annually, appoint an Adjudicatory Panel of three (3) individuals, all of whom shall be residents of the
subdivision. Members of the Board shall be eligible to serve as members of the Adjudicatory Panel.
Members of the Panel shall be appointed to one-year terms, and each member shall sit until his/her
death, disability, resignation or removal, or until the expiration of his/her term and the appointment of
his/her successor. '

Section 2. Hearings. In the event that a fine is assessed against a unit owner by the Board of
Directors pursuant to these By Laws, the Adjudicatory Panel shall provide to the lot owner so fined
notice of the violation and an opportunity to be heard regarding the alleged violation and the assessed
fine. If within ten (10) days of receipt of the notice the owner requests in writing a hearing, the
Adjudicatory Panel shall hear the matter within twenty (20) days of the date of the written request.
Three (3) members of the Panel shall constitute a quorum for the purpose of conducting a hearing.
Following such a hearing, the Adjudicatory Panel shall confirm, deny or modify the fine imposed by the .
Board and shall notify the Lot owner of its decision. The decision of the Panel with regard to the fine
shall be final. :
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ARTICLE V — OFFICERS

SECTION 1 — Number, Qualification, Election and Term of Office

(a) The officers of the Corporation shall consist of a President, Secretary, Treasurer and such other
officers, including a Chairman of the Board of Directors and one or more Vice-Presidents, as the Board
of Directors may from time to time deem advisable. The Chairman of the Board of Directors is required
to be a director of the Corporation. Any other officer may be, but is not required to be, a director of the
Corporation. Any two or more offices may be held by the same person, except for the offices of
President and Secretary.

(b) The Board of Directors shall elect the officers of the Corporation at the regular annual meeting of
the Board following the annual meeting of the members.

(© Each officer shall hold office until the annual meeting of the Board of Directors next succeeding
his election and until his successor shall have been elected and qualified, or until his death, resignation
or removal.

SECTION 2 — Resignation

Any officer may resign at any time by giving written notice of such resignation to the Board of
Directors, the President or the Secretary of the Corporation. Unless otherwise specified in such written
notice, such resignation shall take effect upon receipt thereof by the Board of Directors or by such
officer, and the acceptance of such resignation shall not be necessary to make it effective.

SECTION 3 — Removal

Any officer may be removed, either with or without cause, and a successor elected by the Board of
Directors at any time. '

SECTION 4 — Vacancies

A vacancy in any office by reason of death, resignation, inability to act, disqualification, or any other
cause, may at any time be filled for the unexpired portion of the term by the Board of Directors.

SECTION 5 — Duties of Officers

Officers of the Corporation shall, unless otherwise provided by the Board of Directors, each have such
powers and duties as generally pertain to their respective offices, as well as such powers and duties as
may be set forth in these By-Laws or as may from time to time be specifically conferred or imposed by
the Board of Directors. The President shall be the chief executive officer of the Corporation.

SECTION 6 — Sureties and Bonds
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In case the Board of Directors shall so require, any officer, employee or agent of the Corporation shall
execute to the Corporation a bond in such sum, and with such surety or suretles as the Board of Directs
may direct, conditioned upon the faithful performance of

his duties to the Corporation, including responsibility for negligence and for the accounting for all
property, funds or securities of the Corporation which may come into his hands.

ARTICLE VI-FISCAL YEAR

The fiscal year of the Corporation shall be fixed by the Board of Directors from time to time, subject to
applicable law.

ARTICLE VII - CORPORATE SEAL

The corporate seal, if any, shall be in such form as shall be approved from time to time by the Board of
Directors.

ARTICLE VIII - INDEMNIFICATION

Any person who at any time serves or has served as a director, officer, employee or agent of the
Corporation, or in such capacity at the request of the Corporation for any other corporation, partnership,
joint venture, trust or other enterprise, shall have a right to be indemnified by the Corporation to the
fullest extent permitted by law against (a) reasonable expenses, including attorney’s fees, actually and
necessarily incurred by him in connection with any threatened or pending or completed action, suit or
proceeding, whether civil, criminal, administrative or investigative, and whether or not brought by or on
behalf of the Corporation, seeking to hold him liable by reason of the fact that he is or was acting in such
capacity, and (b) reasonable payments made by him in satisfaction of any judgment, money decree,
fine, penalty, or settlement for which he may become liable in any such action, suit or proceeding.

The Board of Directors of the Corporation shall take all such action as may be necessary and appropriate
to authorize the Corporation to pay the indemnification required by this By-Law, including without
limitation, to the extent needed, making a good faith evaluation of the manner in which the claimant for
indemnity acted and of the reasonable amount of indemnity due him and giving notice to, and obtaining
approval of, the members of the Corporatlon

Any person who at any time after the adoption of these By-Laws serves or has served in any of the
aforesaid capacities for or on behalf of the Corporation shall be deemed to be doing or to have done so
in reliance upon, and as consideration for, the right of indemnification provided herein. Such right shall
inure to the benefit of the legal representatives of any such person and shall not be exclusive of any
other rights to which such person may be entitled apart from the provision of this By-Law.

ARTICLE IX - AMENDMENTS

SECTION 1 - By Members

All By-Laws of the Corporation shall be subject to alteration or repeal, and new By-Laws may be made,
by a majority vote of the Members at the time entitled to vote in the election of directors.
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SECTION 2 — By Directors

The Board of Directors shall have the power to make, adopt, alter, amend and repeal, from time to time,
by-laws of the Corporation; provided, however, that the Members entitled to vote with respect thereto in
Section 1 of this Article IX may alter, amend or repeal by-laws made by the Board of Directors.
Notwithstanding the above, the Board of Directors shall have no power to change the quorum for
meetings of Members or of the Board of Directors or to change any provisions of the By-Laws with
respect to the removal of Directors or the filling of vacancies in the Board resulting from the removal by
the Members. If any By-Law regulating an impending election of Directors is adopted, amended or
repealed by the Board of Directors, there shall be set forth in the notice of the next meeting of Members
for the election of Directors, the By-Law(s) so adopted, amended or repealed, together with a concise
statement of the changes made.

ARTICLE X — PROHIBITION AGAINST SHARING IN CORPORATE EARNINGS

No Director, Officer or employee of or member of a committee of or person connected with the
Corporation, or any other private individual, shall receive at any time any of the earnings or pecuniary
profit from the operations of the Corporation. This shall not prevent the payment to any such person of
such reasonable compensation for services rendered to or for the Corporation in effecting any of its
purposes as shall be fixed by the Board of Directors; and no such person or persons shall be entitled to
share in the distribution or winding up of the affairs of the Corporation, whether voluntary or
involuntary. The assets of the Corporation, after all debts have been satisfied, shall be distributed,
transferred, conveyed, delivered and paid over, in such amounts as the Board may determine or as may
be determined by a Court of competent jurisdiction, exclusively to charitable, religious, scientific,
literary, or educational organizations that would then qualify under the applicable provisions of the
Internal Revenue Code and its Regulations as they now-exist or may hereafter be amended, relating to -
Charitable Organizations '
ARTICLE XI
MISCELLANEOUS

Capitalized terms and words used in these By-Laws shall have the same meaning as attached to
them in the Declaration unless the context clearly requires otherwise and then in such case the meaning
shall be their common and ordinary meaning or, in alternate thereto, as the context would otherwise
require in order to give meaning and effect to such terms and words.

THE UNDERSIGNED certifies that the foregoing By-Laws have been adopted as the By-Laws
of the Corporation in the accordance with the requirements of the Corporation Law.

This the day of November, 2022.

(SEAL)

Initial Member of Board of Directors
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