BY-LAWS
oF
PATM SUITES OF ATLANTIC BEACH
OWNERS' ASSOCIATION, INC.

ARTICLE I

NAME AND PURPOSE OF THE CORPORATION

Section 1. Name :
Thia corporation shall be known as:
PALM SUITES OF ATLANTIC BEACH OWNERS' ASSOCIATION, INC.
Section 2. Purposes:
The corporation has been organized for the following purposes:

A. To promcte the health, safety and welfare of the owners and
residents of the Propertiaes;

‘B, To provide for the preservation of the values and amenities
of the Properties;

c. To own, acquire, lease, build, operata and maintain on the
Properties open spaces and other common areas and facilities for
the benefit of the Owners of the Properties;

D. To cperate the Condominium as a hotel:
E. To promote fellowship and friendship among its; and
F. To provide a forum for the expressicn of ideas and plans with

ragard to the improvement of social, recreational and general
conditions in the Condominium and +o take steps toward the
fulfillment of saild ideas and plans.

ARTICLE II
DEFINITIONS

Section 1. "Declaration" sghall mean the Declaration of Unit
?vmezship for Palm Suitea of Atlantie Baeach recorded in Book

I’b& , Page "_"“S , Carteret County Ragistry,

Saction 2, "Commen Properties" shall mean and refer to those
areas of land now or hereafter so designated on any recorded
subdivision plat of a portion of the Propertiass or hereinafter
deeded tc the Associaticn and intended to be deveted to the common
use and' enjoyment of the owners of the Properties, and more
particularly shall mean and refer to commons, streets, pathas and
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shall include equipment and personal propertias incident thereto,
and any other Propertiaes owned and maintained by the Assaciation
for the common benefit and enjoymant of tha owners and occupants
of the Properties,.

Bection 3. "Mamber" shall mean and refer to all those ownars
who are members of the Association as provided in Article IV,
Section 1, hereof,

Section 4. A}l defined terms in the Declaration are incorporated
harain.

ARTICLE TII
LOCATION

The principal office of the Asscciation shall ke located at 602 W
Fort Macon Road, Atlantic Beach, North Carolina, or at such other
places as determined by the Board of Directors.

ARTICLE IV
MEMBERSHIP

Saction 1. Evary perscn or entity who is an Owner of a fee or
undivided fee interegst in any Unit which is subject to the
Declaration shall be a Member of the Association, provided that
any such person or entity who holds such interest merely as a
sacurity for the performance of an c¢bligatien shall not be a
Membex.

Section 2. The rights of membership ara subject to the
payment ©of annual and special assessments levied by the
Association, the obligation of said assessments is imposed against
each Ownar of and becomes a lien upen the property against which
such assessments are made as providad by Article V of the
Daclaration or any Supplemental Declaration to which the
Properties are subject.

Section 3, The rights and privilages of any person to use the
Common Elements of the Association, which person's intarest in tha
Properties is spubject to assessments under Article V, Section 1,
of the Daeclaration whether or not he be perscnally obligated te
pay such assessments, may be suspended by action of the Directors
during the periocd when the assessments remain unpaid; but, upon
payment of such assessments, his rights and privilages shall be
automatically rastored. If the Directors have adopted and
published rules and regulations governing the use of the Common
Properties and facilities and the personal conduct of any person
thereon,’ as provided in Article X, Section 1, Paragraph D, and
Article XXIV, Section 1 hereof, they may, in their discretion,
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suspend the rights and privileges of any such person to use the
recreational facilities and amenities of tha Association for
violation of such rules and regulations for a period not to exceed
thirty (30) days.

ARTICLE V
VOTING RIGHTS

Sectien 1. The Association shall have two classes of voting
membership.

Class A. Clasa A Mambars shall be all those Ouwners as
defined in Article IV, Section 1, with the exception of the
Daveloper. Clase A Mambers shall be entitled to one vota for each
Unit in which they hold the interests requirad for membership.
When more than one person holds such interest or interests in any
Unit all such persons shall be Members, and the vote for such Unit
shall be exercised as they amony themselves determine but in no
event shall more than one vote be cast with respect to any such
Unit.

Class B. The Class B Member shall be the Daeveloper. The
Class B Mamber shall he entitled to nine {(9) votas for each Unit
i which it holds interests required for membership. The Class B
membership shall caase and become converted to Class A mambership
at the earlier occurrence of the following events: {a) when the
total votes outstanding in Class A membership equal or excead the
total votes outstanding in Class B membarship or (b) on Daecamber
31, 2007. From and after the happening of these events, whichever
occurs earlier, the Class B Member shall be deemed to ba a Class A
Member entitled to one vote for each Unit in which it holds the
interests required for membership.

Section 2. Designation of Voting Repraesentatives,

¥f a Unit is owned by one person his right to wote shall be
established by the record title to this property. If a Unit is
ownad by more than one person, e¢r is under lease, the person
entitled to cast the vote for said property shall be designated by
a certificate signed by all of the record owners of said property
and filed with the secratary of tha Associatioen. If a Unit ia
owned by a corpeoration, the person entitled te cast the vote Ffor
said property shall be designated by a certificate of appointmant
signed by the president, vica president or secretary of the
corporation and filed with the secretary of the Asscciation. Such
certificates shall be wvalid until revoked or until superseded by a
subsequent certificate or until a change in the ownership of the
Unit.
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ARTICLE VI

PROPERTY RIGHTS AND RIGHTS QF ENJOYMENT
OF COMMON PROPERTY

Section 1. Each Member shall be antitled +to the use and
enjoyment of the Common Elements and facilitiaes.

Section 2. Any Member may delagate his rights of enjoyment in
tha Common Properties and facilities to the members of his family
who reside upon the Properties or to any of his tenants or
leasees. The rights and privileges of such person are subject to
suspension under Article IV, Section 3, %o the same extent as
those of the Member.

Section 3. Each occupant of a Unit as a hotel guast shall be
entitled te the use and enjoyment of thae Common Elements and
facilities subject +to the rules and regulations of the
Asscciation,

ARTICLE VII
POWERS OF THE ASSOCIATION
Section 1. Mergersa and Consolidations.

Subject to the provisions of the Declaration and to the extent
poermitted by law, the Asscciation may participate in mergers and
consolidations with other neonprofit corporations organized for the
same purposes, provided that any such merger or consolidation
shall have the assent of two-thirds (2/3) of the votes of each
class of Members whe are voting in person or by proxy at a meeting
duly called for this purpose, written notice of which shall be
mailed to all Members at least thirty (30) days in advance, and
shall set forth the purpose of the meeting. )

Secticen 2. Mortgages; Other Indebtednesas.

The Asscclation shall have power to mortgage its Properties only
to the extent authorized under the Declaration.

The total debts of the corporation, including the principal amount
of such mortgages, outstanding at any time, shall not exceed the
total of five years assessments current at that time, provided,
that authority to exceed said maximum in any particular case may
ba given by an affirmative vote of two-thirds (2/3) of the wvotes
of each class of Members who are voting in person or by proxy at a
maating duly called for this purpose, written notice of which
shall be mailed to all Members at least thirty (30) days in
advance and shall set forth the purpose of the meating. .
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Section 3. Dedication.

The Asscociation shall have the power to dispose of its Propertias
only as authorizad under the Declaration.

ARTICLE VIII
BOARD OF DIRECTORS
Section 1. Generally.

Tha affairs of the Association shall be managed by a board of five
(5) directors. The initial Board of Directors shall consist of
two (Z) directors who shall heold office until the first meeting of
the Membars of the Association or until their successors are
alactad and gualified. At the first membership meeting the
Mambers shall elect three (3) directors for two year terms and twe
{2) directors for one year terms. At the end of these terms, each
director shall be elected for two (2) year terms.

Section 2, Vacancias.

Vacancies on the Board of Directors shall be filled by majority
vote of the remaining directors, and any such appointed directors
shall hold office during the unexpired term of their predecessors.

Section 3. Removal.

Any director may be removed from the Board, with or without cause,
by a majority vote of the Members of the Association.

Section 4. Compensation.

No diraector shall receive compensation for any service he may
rander to +the Association. Howaver, any director may be
raimbursad for his actual expenses incurred in the poerformance of
is duties. '

Saction 5. Action Taken Without A Meating.

The directors shall have the right to take any action in the
absance of a meeting which they could take at a meeting by
obtaining the written approval of all the directors. Any action
so approved shall have the same effect as though taken at a
meeting of the directors.
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ARTICLE IX

ELECTION OF DIRECTORS; NOMINATING CCMMITTEE:
ELECTION COMMITTEE

Section 1. Elaction of the Board of Diractors shall be by
written ballot as hereinafter provided. At such election the
Mambers or their preoxies may cast, in respect of each vacancy, as
many votes as they are entitled- to exercise under the provisions
of the Declaration. The candidates receiving the largest number
of votes shall be electad. Votes may not ba cast cumulatively.

Section 2. Nominations for election to the Board of Directors
shall be made by a Nominating Committes which shall be one of tha
standing committees of the Association.

Section 3. The Nominating Committee shall consist of =a
Chairman who shall be a member of the Board of Directors, and two
or mors Members of the Association, Thae Nominating Committee
shall be appointed by the Board of Directors prior to each annual
meeting of the Members to serve from the close of such annual
meeting until the close of the next annual meeating, and such
appointment shall be anncunced at each such annual meeting.

Section 4. The Nominating Committee shall make as many
noeminations for elaction to the Board of Directors as it shall in
its discretion determine, but not less +than the number of

vaicancies that are to be £illaed, Such nominations may be made
from among Members, as the committes in its discretion shall
detormine. Additional nominations f£rom the floor may be made at

the time of the election.

Sacticn b, All elections to the Board of Directors at and
after the first annual meeting shall be mada on written balloct
which shall clearly list the names of the persons for whom the
vota is being c¢ast and the terms of office if nacessary. The
Chairman of the meeting shall appeint one or more persons to count
the ballots and report the rasults.

ARTICLE X
POWERS AND DUTIES OF THE BOARD OF DIRECTORS
Section 1. The Boaxd of Directors shall have powar:
A, To call special meetings of the Mambers whenever it deems
necezssary, and it shall call a meeting at any time wupon written
request of one-fourth {1/4) of the voting membezship;

B, To " generally govern the Association in accord with the
Declaration and the Charter and By-laws of this Association
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including, without limitation, to appoint and remove at pleasure
all officers, agents and employsas of the corporation, prescribe
their duties, fix their compensation, and requiras of them such
security or fidelity bond as it may deem expedient. Nothing
contained in these By-laws shall be construed to prohibit the
employment of any Member, officer or director of the Asscociation
in any capacity whatscevar;

Bl. To insure that the Condominjium is operated as a hotal as long
as such hotel operation is necessary to keep the Condominium in
compliance with the Town of Atlantic Beach zoning ordinance. To
accomplish zoning compliance as a hotel, the Board shall have tha
following power and authority:

a. To astablish the terms, conditions, rules and
regulations of the hotel cparation which are binding on the Units
and Unit Cwhers;

b. Te cvontract for the management of the hotel:
c. To secure a hotel franchise for the Condominium;
d. To require Unit Owners to contract with a hotel manager

chosen by the Board for the rental of the Unit Owner’s Unit as
part of the hotel operation;

e. To establish minimum Unit standards in terms of wall,
floor, and ceiling coverings, furnishings, fixtures and
appliances; and

f. To limit the amount of time a Unit may be taken out of
the hotel raental program.

g. To take all cther acticn necessary to insure compliance
with Atlantic Beach zoning.

Notwithstanding the authority and obligation of the Association to
establish and operate the Condominium as a hotel, the Association
may not “pool” rental revenues. Tha rental revenues for each Unit
must be accounted for and distributed to the Unit Owners
separately.

C. To establish, levy and assess, and collect the assessments or
charges referred te in the Declarxation;

b. To adopt and publish rules and regulations governing the use
of the Common Properties and the personal conduct of the Members,
their family members, their guests, and occcupants of Units while
on the Condominium;

E. To *exarcise for the Association all powers, duties and
authority wvested in or delegated te this organization, except
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thosa reserved to the Members in the Declaration;

F. In the event that any member of the Board of Directorsa of
this assecciation shall be absent from three (3) consacutive
regular meetings of the Board of Directors, the Board may by
action taken at the meeting during which said third absence
occurs, daclare the office of said absent director teo be vacant.

G. To prepare and enforce, directly or indirectly, the rules and
regulations governing activities within the boundaries of the
Proparties.

Section 2. It shall be tha duty of the Board of Diractors:

A. To cause te be kept a complete record of all its acts and
corporate affairs and to present a statement theresof +o the
Mambers at the annual meeting of the Members oxr at any special
mesting when such is requested in writing by one—-fourth (1/4) of
the voting membership.

B. To supervise all officers, ageats and employees of this
organization, and te see that their duties are properly performed.

C. To employ and discharge such management as the Directors may
deem necessary.

D. To adopt a budget and authorize expenditures.

E. As more fully provided in Article VI of the Declaration
applicable to the Properties:

1. To fix the amount of the assessment against each Unit
for each assessment period at least thirty (30) days in advance of
such date or period and, at the same tims;

2. Tec prepara a roster of the Properties and assessmants
applicable thereto which shall be kept in the office of tha
Association and shall be cpen to inspection by any Membar and, at
the same time;

3. To send written notice of each assessment to avary
Owner subjact therato. i

F. To issue, or to cause an appropriate officer to issue, upon
demand by any parson a certificate setting forth whether any
agseasment has been paid. Such certificate shall be conclusive
evidenca of payment of any assessment therein stated to have been
paid.
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ARTICLE XI
DIRECTOR'S MEETINGS

Section 1. A regular meoting of the Board of Directors shall
be held as scheduled by the Board.

Section 2. Notice of such regular meeting shall be given to
each director, pexsonally or by mail, telephone, telefax or email,
at least seventy-two (72) hours prior to the mesting.

Secticn 3. Spaecial meetings of the Board of Directors shall
be held whaen called by any officer of the corporation or by any
two directors after not less than three (3) days' notice to each
director.

Section 4. The transacticn of any businesas at any meeting of
the Board of Directors, howevar callad and noticed; or wherever
held, shall be as valid as though made at a meeting duly held
~ after regular call and notice if a quorum is present and, if
either before or after the meeting each of the directors not
present signs a written waiver of notice, or a consent to the
holding of such meeting, or an approval of the minutes thereof.
All such waivers, cconsents or approvals shall be filed with the
corpeorate records and made a part of the minutes of the meeting.

Section 5. The majority of the Board of Directors shall
censtitute a quorum thereof,
ARTICLE XII

OFFICERS
Section 1. Ganerally.
The officers of this Association shall ba a Prasident, Vice
Prasident, Secretary and a Treasurer, and if the Board so elects,
an assistant Secretary and/or assistant Treasurar,
Section 2. Election of Officers,
The OQOfficers of the Association shall be elacted by the Board.
The election shall be held annvally at the first meeting of the
Board held after the annual meeting of members, except that the
first Board shall elect officers as soon as practicable after the
filing of the Declaration.

Saction 3. Tarm.

Each officer shall serve until his successor has been duly elected
and has gqualified,
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Section 4. Ramoval.

Any officer may be ramoved, with or without cause, and without
notice, by the Board,

Section 5. Vacanecy.

Any vacancy in any office shall be filled by the Board, and an
officer elected to fill a vacancy shall serve for the unexpired
term of his predecessor in office.

Saction 6. President.

The President shall be the chief executive officer of the
Association, shall be deemed to be the Chairman of +the Board,
shall have all of the powers and duties incident to the office of
a President of a corporation, and shall preside at all meetings of
the Board and of the members, and the general supervision of
officars in the management of the business and affairs of the
Association; and shall see that all actions and resclution of the
Board are carriad into effect. . :

Saction 7. Vice-President

In the absence of the President or in the event of his death,
inability or refusal te act, the Vice-President shall perform the
duties of the President, and when s¢ acting shall have all the
powers of and be subject to all the restricticns upon the
President..

Section 8. Secretary.

The Sacretary shall be the ex-officio gecretary of the Board of
Directors and shall record the votes and keep the minutes of all
preceadings in a book to be kapt for that purpesa. Ha shall keep
the records of the corporation. He shall racord in a book kept
for that purpose the names of all Members of the Assogiation
togather with their addresses as registered by such Members.

Section 5. Treasurer.

Tha Treasurer shall receive and deposit in appropriate bank
accounts all monies of the corporation and shall disburse such
funds as directed by raesolutien of the Board of Directors,
provided however, that a rescolution of the Board of Diraectors
shall not be necessary for disbursement made in the ordinary
course of business conducted within the limits of a budgat adopted
by the Board.

The Treasurer shall kesp proper books of account and cause an
aanual review of the corporation books to be made by a certified
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public accountant, or by audit committee appointed by the Board of
Directors, at the completion of each fiscal year. He shall
prepara an annual budget and an annual balance sheet statement,
and the budget and balance sheet statement shall be presanted to
the membership at ite regular annual meeting. He shall ba
rasponsible for the preparation of such tax returns as may be
raquired.

The duties set forth herein may be delegated by the Board of
Directors to any manager hired by the Association to manage the
day to day activities of the Association. The Treasurer shall
supervise the manager when performing the delegated activities.

Section 10. Special Appointments.

The Board may elect such other officers as the affairs of the
Association may recuire, each of whom shall hold office for such
period, have such authority, and perform such duties as the Board
may, from time to time, determine.

Section 131, Multiple Offices.

The offices of the secretary and treasurer may be hald by the same
parson. No person shall simultanecusly hold more than one of any
of the other offices.

ARTICLE XIII
COMMITTEES

Section 1. The standing committees of the Association shall
bea:

The Nominating Committee
The Maintenance Committee
Tha Aesthetics Committee
The Hotel Committee

Unless otherwise provided harein, each committee shall consist of
4 chairman and two or more members and shall include a member of
the Board of Directors for board contact. The committees shall be
appointaed by the Beard of Directors pricer to each annual maeating
to serve from tha close of such annual meating until the close of
the next annual meeting, and such appointmaent shall be announced
at each such annual maating. The Board of Directors may appoint
such other committees as it deems dasirable.

Section 2, The Nominating Committee shall have the. dutias and
functions described in Article IX.
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Section 3. The Maintenance Committee shall advise the Beard
of Directors on all matters pertaining to the maintenance, repair
or improvements of the Common Properties and facilities of the
Association, and shall perform such other functions as the Beard,
in its discretion, determines.

Section 4. The Aesthetics Committee shall wateh for any
proposals, programs, or activities which may adversely affect the
valua of the Properties and shall advise the Board of Directors
raegarding organization action on such matters.

Section 5. The Hotel Committee shall advise the Board of
Directors on all matters pertaining to the operation of the hotel
program at the condominium.

Saction 6. With the excaption of the Nominating Committee
(but then only as to the functiona that are governed by Article IX
of the By-laws), oach committee gshall have power to appoint a

subcommittee from among its membership and may delegate to any
such subcommittee any of its powers, duties and functions.

Section 7. It shall be the duty of each committee to receive
complaints from Members on any matter involving Association
functions, dutias, and activities within its field of
responsibility, It shall dispose of such complaints as it deems
appropriate.

ARTICLE XIV
MEETINGS OF MEMBERS

Section 1. Meetings of the maembers shall be held at the
condominium, or such cother place as may ba designated from time to
time by the Board. The members shall meet at least once each yvear
as specified in the notice of such meeting. The members shall
alact the members of the Board of Directors and may transact any
other business properly coming before them.

Saction 2. Special meetings of the Members for any purpose
may be called at any time by the president, the vice president,
the pecretary or treasurer, or by any two or more members of the
Board of Directors or upon writtan request of Membaers who have a
right to vote one-fourth (1/4) of the votes of the Class A
mambership.

Section 3. Notica of any meetings shall be given %o the
Members by the secretary. Hotice may be given to tha Member
either paersconally, by dalivexy to his mailbox, or by sending a
copy of the notice through the mail postage thereon fully prepaid
to his address appearing on the books of the corporation. Each
Member shall register his address with the secretary and notices
‘of meeting regular or special ghall be sent no more than thirty
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days (30) or less than fourteen (14) dayes in advance of the
meeting and, except for the annual meeting, shall seat forth in
ganeral the nature of the business to be transacted.

Section 4, The presence at the meeting of Members entitled to
caat, or of proxies entitled to cast, a majority of the votas of
each class membership shall constitute a gquorum for any action
governed by these By-Laws. Any action governed by tha Articles of
Incerporation or by the covenants applicabla to the Propertias
shall require a quorum as tharein provided.

Secticn 5. Tha Prasident, or in his absence. the Vice-

President, shall preside at the meeting and the Secretary shall be
responsible for recording minutes of the proceedings.

ARTICLE XY
PROXIES

Section 1. At all corporate meetings of Members, each Member
may vote in person or by proxy.

Section 2, All proxies shall ba in writing and filed with the
secretary. No proxy shall extend bayond a period of eleven {11)
months, and every proxy shall automatically cease upon sale by the
Mamber of his Unit or other interest in the Pzoperties.
ARTICLE XVI
BOOKS AND RECORDS
The books, records and papers of tha corporation shall at all
times, during raeasonable business hours, be subject to the
inspection of any Membars.
ARTICLE XVII
CORPORATE SEAL
The corporate seal of the Asscciation shall consist of twe
concentric cixcles between which are thae words PALM SUITES OF
ATLANTIC BEACH OWNERS' ASSOCIATION, INC., and in the center of
which is inscribed "SEAL".
ARTICLE XVIII
AMENDMENTS

Section 1. These By-Laws may be amended at a regular or
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special meeting of the Members, by a vote of a two-thirds ({2/3) of
a quorum of each class of Members prasent in person or by proxy,
provided that those provisions of these By-Laws which are governed
by the Articles of Incorpeoration of this Association may not be
amended except as provided in the Articles of Incorporation or
applicable law; and provided further that any matter stated herein
fo be or which is in fact governed by the Declaraticn may not be
amended axcept as provided in such Declaration.

Section 2. In the caze of any conflict between the Articles of
Incorporation and these By-Laws, the Articles shall control; and
in the case of any confliot between the Declaration and these
By-Laws, the Declaration shall contrel.

ARTICLE XIX

ASSESSMENTS
Section 1. Creation of the Lien and Personal Obligations for
Assassmants.

{a) Each Owner of a Unit, by the acceptance of title
thareto, shall be deemed to covenant and agree to pay to the
Association assessments as outlined in thesa Bylaws, the
Daclaration, and the Act. The assessments may be classified as

() Regular for operation, maintenance, repair, replacement and
improvement of Common Elements, and other purposes of the
Association, and (B} Special for capital improvements to Common
‘Elsments, emergencies, and to pay expenses and liabilities such as
insurance premiums not covared by Regular agsaessments,
Azzessments are to be fixed, established and collected from tima
to time as hereinafter provided.

{b} Tha Regular and Special assessments, together with such
interest thereon and cost of collection thereof as hereinaftar
provided, shall be a charga on the land and shall be a continuing
lien upon the Unit against which each such assessment is made.
Each such assessment, together with such interest therecn and cost
of cellection thereof as hereinafter provided, shall alsc be the
perscnal obligation of the person who was the Owner of such Unit
at the time the assessment was made,

{c) Each Unit will be assessed in accordance with the
allocation of percentage ownership of the Commeon Element to such
Unit in the Declaration, except for assessments in connectieon with
the maintenance, repair or replacement of Limited Common Elements,
as provided balcw.

Section Z. Preparation of Budget

(a) For each fiscal year, beginning in 2005, the Board shall
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prepare and adcopt a budget, including therein estimates of the
amount necessary to pay the Common FExpenses, together with amounts
considerad necessary by the Board for reserves. 'The budget may be
amended by the Board from time to time during the fiscal year as
the Board determines necassary.

{b} The failure of the Board or delay of the Board in
Preparing any budget, and to levy or in levying aszessments, shall
not constitute a waiver or release of the Cwnar's cbligation to
ray assessments whenever the same shall be determined and levied
by the Board. Until a new Regular assessment is laevied by the
Board, each Owner shall continue to pay on the schedule last
determined by the Board Regular assessments in the amount
previously levied as the Regular assassment. Any deficiencies ox
inadequacies in the procedure followed by the Board in levying an
assassmant shall net in any way affact its wvalidity or the
obligation of Uwnars to pay such assessments.

Section 3. Assaasment.

{a) The Board shall assess the Units all sums necessary to
meat the budget and shall allocate the assessments based on the
parcentage of ownership of Common Elements. The Board shall fix
the date of commencement and the amount of the assassment against
each Unit for each assessmaent periocd at least thirty (30) days in
advance of such date or period and shall, at that time, prepare a
roster of the Units and assessments applicable thareto which shall
be kept in the office of the Association and shall ba cpan to
inspection by any Owner.

{(b) Written notice of tha assessment shall he sent to every
Owner subject thereto; however failure to provide written notice
shall not invalidate the assassment.

{¢) The Association shall upon request furnish to any Owner
liable for said assessment a certificate in writing signed by an
officer of the Association or its designated manager, setting
forth whether assessments against such Unit have been paid. Such
certificate shall be conclusive avidence of payment of any
assessment therein stated to have been paid.

Section 4. Payment of Assessment.

Assessments shall be payable when notice thereof is
given, but shall not be delinquent if paid at the times and in the
amounts specified by the Board in the notice of assessment.
Payment shall be made to the Association, or as the Board may from
time to time otherwise direct.

Section 5. Common Expenses Associatad With Limited Common
k Elaments or Benafiting Less Than All Units.
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{a} Any Common  Expensa associated with the
maintenance, repair, or zreplacement of a Limited Common Elemant
shall be assessed against the Unit, eor in equal shares to the
Units, to which such Limited Common Element was allocated at the
tima the expenses was incurrad.

{b) In addition, the Association may assess any item
of Common Expense benefiting less than all of the Units against
the Units Dbenefited in proportion to their Common Expensa
liability.

Section 6. Assessment Roll; Certificate.

All assessments shall be set forth upoen a roll of the
Units, which shall be available in the office of the Association
for inspection at all reasonable times by members and Security
Holders, and their duly authorized representatives. Such rolls
shall ineclude, for each Unit, the names and addressaes of the
member or members, all assessments levied, and the amount of all
assessments unpaid. The Association, upon written recuest, shall
furnish to a Unit Owner, or his authorized agent, a recordable
cartificate setting forth the amount of unpaid assessments
currently levied against his Unit. The certificate shall be
furnished within seven (7) business days after receipt of tha
request and shall be binding upon the Association and all Unit
Owners. For such certificate a reasonable fee may be charged by
the Board.

Section 7. Default and Enforcement,

If any assessment, or installment thareof, levied
against a Unit remains unpaid for a period of thirty (30) days or
longer, it shall constitute a lien against that Unit when filed of
record in the office of the Clark of Superior Court of Cartarat
County in substantially the manner provided therefor by Article 8
of Chapter 44 of tha General Statutes of North Carolina. The
Aszsociation's lien may bhe foreclosed in like manner as a mortgage
on real estate under power of sale under Article 2A of Chapter 45
of the General Statutas of North Carolina with the Association
being deemed as holding the power of sale. Fees, charges, late
chargas, finas and interest chargad pursuant to the Act are
enforceable as assessments,

If any action is taken by the Association to foreclose
a lien on a Unit because of unpaid assessments, tha unit owner
shall ke required to pay a reasonable rent for the use of the unit
duzing the period of redemption from such foreclosure, and the
Agsociation shall be entitlad to the appointment of a receiver to
collect tha sane.

In addition to the foregoing, and without waiving its
lien, the RAssociation may sue to obtain a money 3judgment Ffor the
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amiount of any delinquent assessment or installment thereof,
together with interest, and the member so sued and liable for such
assessment shall) pay all costs of collection, at the same rate as
charged on the assessments being collected from the dates incurrad
until paid.

In addition to the foregeoing, the  Asgsociation
{including any managar of the hotel operation on the Condominium)
may apply funds in a delinguent Owner's rental account to such
Owner’'s unpaid assessments.

Saction 8. Interest on Delinquent Assessments,

Assessments, or installments thereof, paid before they
become delinquent shall not bear interest, but all delinquent sums
shall bear interest at the rate set forth in the notice levying
the assassment, not exceeding the rate of interest allowed by the
Act, from the date delinquent until paid. If no interest rate is
set forth in such notice, such interest rate shall be the maximum
allowed by the Act. All payments upon account shall be applied
first to interest and then to the assessment, or installment
therecf, longest delinguent. All such intarest shall have the
same priowity as the assessment on which such interest accrues.

Section 9. Common Expenses.

Common expenses shall mean and include all sums
declared common expenses by the Act, or by any specific provisions
of these By-Laws or the Declaration, and shall include, without
limitation, the following: cost of maintenanca and repair; cost
of replacement of improvements; cost of new improvements on the
Property; the general operating expenses of the Association;
expenses ralating te operation of the hotel; real aestate taxes;
and cther governmental assessments or chargas against the propezty
until the units are separately assessed; premiums for any and all
insurance maintained by the Association, including any and all
deductible or co-insurance amount not covered by insurance;
utility charges not charged directly to unit cwnexs; legal and
accounting fees; costs and expenses incurred in connection with
any litigation or administrative proceeding pursuant +to any
provision of the Declaration, these Bylaws, or the Act; deficits
ramaining from any pricr assessment period; the cost, including
fees and interaest incurred in connection with any borrowing done
by the RAssociation; costs of all fidelity bonds; costs imposed
upon the Association or any part of the common elements or the
property by, or incurred by the Asscciation as a result of the
performance, enforcement o¢or amendment of, any agreement or
easement to which the Association is a party, or to which the
common elements or property or any part of either therecf is or
may be subject; amounts determined necassary for reserve funds;
and indemnity payments made by the Association pursuant te Article
XXV hereof.
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Saction 10. Allocation of Common Surplus.

Any common  surplus, including funds 4in reserve
accounts, may be allocated to each unit in accordance with its
percentage of common expenses and, if allocated, may be paid to
the unit owner or cradited against such Unit's share of common
expenses subgsequently assessed in the discretion of the Board,

Section 11. Working Capital Fund.

Upon the initial tranafer of title from the Declarant
to the Purchaser of esach Unit, the Association may collect from
such Purchasezr an amocunt egqual t¢ a minimum of threa (3} months'
estimated owner asscciation dues as part of a working capital fund
for the use and benefit of the Association. The purpose of this
fund is to provide the Asscciaticon with available cash to meet
axpenditures, or to acquire additional equipment or services
deemed necessary or desirable by the Board of Directors. Amounts
paid by Purchasers into the working capital fund are not
refundable and are not to be considered as advanca paymants of the
agssessments described in Article XIX heraof.

ARTICLE XX
CORPCRATE EARNINGS

No director, officer, employee, committee member or other
parson or entity associated with the Corpozxation shall receive at
any time any of the earnings or pecuniary profit form the
operations of the corporation, except as provided in Article 13,
Chapter 55A of the North Carolina General Statutes, as amended
from tims to time.

ARTICLE ¥XI

RELOCATION ANC ALTERATION QF UNITS.

Section 1. Procedure.

If any unit owner desires to: (i} relocate the
boundaries of his wunit pursuant to N.C.G.S, Section 47¢-2-112 of
the Act, (ii) ramove partitions or create apertures pursuant to
N.C.6.3, Section 47C~2-111 of the Act, or (iii) make any
improvements or alterations +to his unit which impair the
structural integrity or mechanical systemz of, or lassen the
support of any portion of, the condominium, the procedures sat ocut
in this Article shall be followed,

Section 2. Notice to and Consent of the Board.

Prior to doing any work of the kind set cut in Article
XXI, Section 1 the unit owner shall give notice to the Board of
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his intent to do such work and request and receive the written
consent thareto of the Boaxrd. With such notice shall be given:
(i) a statement of the work to be done, (ii) a copy of the plans
and specifications £for the work, and (iii) such additional
information relative to the proposed work as the Board may
reasonably request. Upon receiving all such information and any
fees and charges requested by the Board, the Board shall set a
date for a meeting on the propcsed work which shall be within
fifteen (15) days after such information and fees and charges are
received. Wotice of such meeting shall be given to all members of
the Association in the same manner as a notice of a apecial Board
meeting. At the meeting the Beard shall receive such testimony
and evidence as it deams appropriate. The meating may ba
conducted from time to time by the Board. At the meeting or at
such later time, but in any event not later than sixty (60) days
after such meating, the Board shall decide whether to consent or
not to consent to such work. Written notice of =uch decision
shall be given to such unit owner and all members.

Section 3. Conditions.

The Board may impose conditions on any consent to such
work to protect the common elements, units and the condeominium,
and to insure that the provisions of the Act, bDeclaration, and
these By-Laws are complied with, inocluding, without limitation,
the furnishing to the Association of payment and performance
bonds, or other security acceptable to the Board, teo insure that
the proposed work is timely completed pursuant to tha plans and
specifications therefor, and all costs there for paid.

Section 4. Controlling Procedure.

The procedure set out in this Article shall control
over any contrary provisicon in the Act.

ARTICLE XXII
COMPLIANCE, ENFORCEMENT, FINES AND PENALTIES.
Sedtion 1. Default and Remedies.

Default or failure to comply with any of the terms,
conditions, obligations, and provisions of  the Act, the
Daclaration, these By-Laws, the Articlas, or the zules and
regulaticons, as the same may be amended from time to time, by any
Unit Owner or cccupant, shall be grounds for reliaf that may
include, without intending to limit the same, or to constitute an
alection of remedies, an action to recover fines and penaltias as
determined by the Board, suma due for damages, and injunction, or
any combination thereof, and which relief may be sought by the
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Association, an aggrieved unit owner, or by any person or class of
parscons adversely affected. Alsec if any Membar fails to. parform
any obligation under the Act, the Declaration, thess By-Laws, the
Articles or such rules and regulations, then the Association may,
but is net obligated to, perform the same for the Members!'
account, and for such purpose may enter upon his Unit, may make
nacessary repairs, advance expenses or other sums necessary to
cure the default, and for such other axpenses and costs, may lavy
a special assessment against the Unit owned by such defaulting
Mambazr. The Asscociation alse shall be entitled to suspend the
right of a defending Unit Ownar to vote as a Membar of the
Association until the default is cured.

Section 2, Noticea of Default and Failure to Cure.

In the event of any such default or failure, the Beard
shall serve upch or mail to the defaulting Member, and to each
first mortgagee of that Member's Unit whan required under Section
12.7 of the Declaration, a written notice specifying the nature of
the default, the cure thereof, and the time within which the cure
shall ke effected. Within the time limit specified in the notice,
the defaulting member may cure the default specified, or serve
upen or mail & written notice to the Board requesting a hearing
befors tha Beard, If a hearing is so requested, the Board shall
thexeafter serve upon or mail to the defaulting Member, and to
each snch first mortgagee which was entitled to notice of the
defaunlt as above provided, a notice specifying the time and place

for such hearing. At the hearing, the Board shall take such
evidence and hear such testimony as it deems naecessary or
desirable. The Board shall not exercise any remedies to cbtain

relief from the default until the hearing is over and the Board
has made its determination and served upon or mailed the same to
the defaulting Member and each such first mortgagee. The hearing
may be continued from time to time as determined by the Board.
Upon taking such evidence and hearing such testimony, the Board,
at the hearing or at such later time, shall determine in writing,
and at its sole option, to waive the default in whole or in part,
to extend the time within which the deafault may be cured, or to
procead immediately to levy a fine or penalty, or to exercise any
cae or mora of the remedies available to the Board due to such
aefault, The Board shall serva upon or mail to the defaulting
Member, and to each first mortgagee which was entitled te notice
of the default as above provided, a copy of its determination. If
the defaulting membax: (i) does not cure the default or request a
hearing within the time limit specified in the original notice of
default given pursuant +t¢ this Section, er (ii) s=so request a
hearing, but fails to cure the default (to the extent not waived
by the Board) hearing, then the Board shall serve upon or mail to
tha defaulting Member, and to each such first mortgagea which was
entitled to notice of the default as above provided, a written
notice df such Momber's failure to effect a cure, and the Board
may then proesed to take such action as it deems necessary to
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cbtain relief.
Section 3. Remedy of Abatement in Addition to Othar Remedies.

In the event a Member fails to effect tha cure
specified by the Board within the time period set out in (i) or
{ii) of Article XXII, Section 2 hereof, whichever is applicable,
where the default is a structure, thing, or condition axisting in
or on the premises of the Member's unit, the Board, or its duly
authorized representative, shall have the right to enter upon the
prenisas of the Member's unit in which, on which, or as to which,
such default exists, and summarily to abate and remove, at the
defaulting Member's expense (and levy an assessment therefor as
provided in Article XXII, Section 1 herecf), the structure, thing,
or condition constituting the default, and the Board, the
Association, and their agents, employees, and representatives,
shall not thereby be deemed guilty of any manner of trespass.

Section 4. Injunction.

Any person or class of persons entitled toc saek relief
for any such default or failure may cbtain a temporary restraining
order, injunction, or similar relief, without <firat using the
procedure established by Article XXII, Section 2 hereof, if such
default ox failure creates an emergency or a situation dangerocus
to persons or property. '

Section 5. Recovery of Attorneys' Fees and Costs.

In any proceeding arising because of an alleged default
by a Member, the prevailing party shall be entitled to recover the
costs of such proceeding and such reasonable attorneys! fees as
may be allowad by the court.

Section 5. Non-Waiver of Covenants.

The failure of +the Association, or aof any Member
thereof, to enforce any term, provision, right, covenant, or
condition that may be granted by the Declaration, these By-Laws,
the Articles, the rulas and regulations, or the Act, as the same
may from time to time be amended, shall not constitute a waiver or
abrogation of the right of the Association or a Member to enforce
such term, provision, right, covenant, or conditiom in the future
irrespective of tha number of violations or breaches thereof that
may have cccurred.

Saection 7. Asseassment Lien.

Assessment liens shall be enforced pursuant to Article XIX
hereof and not pursuant to this Article XXII.-
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ARTICLE XHIII
GENERAL PROVISIONS,
Section 1. Rules and Ragulations,

Thae Board, including the first Board, may promulgate
from time to time such zules and regulations as it deams
reasonable and necessary governing the administration, management,
operation, and use of Common Elemants, so as to promote the hotel
eperation on the Condominium and common use and enjoyment tharecf
by Unit Owners and occupants, and for the protection and
preservation thereof, In addition, the Board may adopt such rulaes
and regulations as it deems reasonable and necessary with respect
to units to provide for the common good and enjoyment of all Unit
Owners and occupants,

Section 2. Parliamantary Authority.

Robert’s Rules of Order, newly revisad, shall govern
the conduct of Asscciation proceedings whan not in conflict with
the Declaration, these By-Laws, the Act, and/or any statutes of
the State of North Carclina applicable thereto. The Chairman of
the meeting shall have the authority to appoint a parliamentarian.

Section 3. Compliance With The Act; Conflict; Severability,

These By-Laws are established in compliance with the
Act, as amended. Should any of the terms, conditions, provisions,
paragraphs, or clauses of these By-Laws conflict with any of the
provisions of said Act, the provisions of said Act shall centrol
unless the Act permits these By-Laws to override the Act, in which

aevent these By-Laws shall control. In the casa of any conflict
between the provisions of these By-Laws and the Declaration, the
Declaration shall control. If any term, provision, limitation,

paragraph, or clause of these By-Laws, or the application theraof
to any persen or circumstance is judicially held to be invalid,
such determination shall not affect the enforceability, validity,
or effect of the remainder of these By-Laws, or the application
thereof to any other person or circumstance.

ARTICLE XXIV
INDEMNIFICATION,

Any person who at any time serves or has sarved as a
director or officer of the Association, or in such capacity at the
tequest of the Association for any other corperation, partnership,
joint venture, trust or other enterprise, shall have a right to bae
indemnified by the Association to the fullest extent permitted by
law against (a) reasconable expenses, including attorney feos,
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actually and necessarily incurred by him in coanection with any

threatened or panding cor completed action, suit or proceeding,

whethar c¢ivil, criminal, administrative or investigative, and

whather or not brought by or on behalf of the Association, seeking.
to hold him liable by reason of the fact that he iz or was acting

in such capacity, and (b) reascnable payments made by him in

satisfaction of any Sudgment, money decree, fine, penalty, or

sattlement for which he may becoma iiable in any such action, suit

or proceeding.

The indamnification pravidad by this section shall not
automatically apply if a director or officer is charged with fraud

or embezzlement, If either of thase offenses is allegad, the
Beard of Directors excluding any director charged with fraud or
embezzlement shall determine whather to provide a dafanse. If
fraud or embezzlement are not proven (excluding a plea of no
contest), the Association shall reimburse all costs of the
defense.

The Beoard of Directors of the Associatien shall take all such
action as may be necsesgary and appropriate to authorize the
Association to pay the indamnification required by these By-Laws,
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 reasconable amount of indemnity due him and giving
notice to, and cbtaining approval of, the members of the
Association,

Any person who at any time after the adoption of thase
By-Laws serves or has served in any of the aforesaid capacities
for or on behalf of the Association shall be deemed to ba doing or
te 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 neot ba exclusive of any other rights to which such person
may be entitled apart from the provisions of these By-Laws.

The BAssociaticn shall have avthority to asgess the
members of the Association, in the manner of a special assessment,
e collact monies necessary Lo carry out its obligatiens in
aceordance with the indemnity provisions of this Article. Such
assgssment may be made, however, without vete of the members as is
vequired for other spacial assessments, as the payment of such

obligation is an cbligatory and net cptional payment of the
Asgociation.

{SIGNATURES ARE ON THE FOLLOWING PAGE)
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IN WITNESS WHEREQOF, we, being all of the directers of the

Assofiation, have hereunto set our hands and seals, this tha
" day of !jlpﬁ'mﬁg , 2005,

30 ’ 1T Dirsctor
=
e /)'?ZM-Z (SEAL)

. PHILLIP MUNDEN, Director
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