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DECLARATION OF COVENANTS, CONDITIONS, AND RESTRICTIONS

FOR RIVERMIST
THIS DECLARATION OF COVENANTS, CONDITIONS, AND RESTRICTIONS FOR RIVERMIST
18 made this day of , 2005, by Centex Homes, a Nevada General Partnership
{"Declarant").

WITNESSETH

WHEREAS, Declarant is the owner of the *Property” described on Exhibit "A" attached hereto and
incorporated herein by reference, and generally referred to as "Rivermist;” and

WHEREAS, Deciarant deems It 16 be in the best interest of the Rivermist deveiopment, as it exists today
and as may be added to it by Declarant in the future, to establish covenants, conditions, restrictions, and
easements o promotie efficiencies and to provide a flexible mechanism for the adminustration and maintenance of
community facilities and services which are for the common use and benefit of the Rivermist property owners.

NOW THEREFQORE, Declarant hereby declares that this Deciaration and the covenants, restrictions and
easements established herein are covenants to run with the land and that all the Property, and any additional
property as may be added by subsequent amendment hereto, and in accordance with the terms and conditions
hereof, 1s herewith subject and subordinate to the terms, provisions and conditions hereof. Said covenants and
restrictions will inure to the benefit of and are binding upon each and every Owner and his or her respective heirs,
representatives, successors, purchasers, lessees, graniees and mortgagees. By the recording or acceptance of the
conveyance of a Unit or any interest therein, the person or entity to which ihe interest is conveyed is deemed to
accept and agree 1o be bound by the provisions of this Declaration and the Byiaws of the Association.

ARTICLE |
DEFINITIONS.

id Definitions.

When used in this Declaration, uniess the context wili prohibit or otherwise require, the following
words, will have ail the foilowmg meanings, and all definitions will be applicable to the singular and plurai forms
of such terms:

{a) "Additional Property” will mean and refer to any real property, and all improvements
thereon, as may be added pursuant to Section 2.2 beiow.

(b} "Amenity” will mean and refer to such portions of the Common Areas constituting
recreational facilities and improvements, such as pools, exercise rooms, mesting rooms and other mproved
facilities designated by the Declarant during the Declarant Controt Period, and thereafter by the Board of
Directors, for recreationat use. When used in a sentence atone and without additional reference to its status as a
Common Area, the term "Amenity" will refer to such specifically improved property and not t¢ its ciassification
as a Comenon Area generally.

{© "Amemty Use Charge" will mean and refer to any fee, rental, costs, and other charge
established by the Board of Directors for the use of an Amenity or the goods and services that may be offered
thereat, and which, pursuant fo the provisions hereof, may be imposed upon any Owner, of an Owner's family,
tenants, or quests,

MPKE1 18676 1-PUD{BFK) 025000-060 30
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(d) "ARC," which is an acronym for “architectural review committee," will mean and refer to
tie board or comemittee established pursuant to this Declaration o approve exterior and structural improvements,
the siting thereof, and the additions, and changes within the Development, and its successor or the assign of the
aichitectural review and approval authority of this Declaration, In exercising any right or easement granted or
reserved to it hereunder, such right or easement shall be deemed to extend fo its duly authorzed members,
officers, agents, empioyees and coniractors. :

_ {e) "Articies of Incorporation™ will mean and refer to the Articies of Incorporation of
Rivernist Property Owners’ Association, Inc. as amended from time to time, filed in the Office of the Secretary of
State of the State of Neorth Carelina in accordance with the North Carolina Nonprofit Corporation Act,

&3] "Assessment” will mean and refer to an Owner's share of the Common Expenses or other
charges from time to time assessed against an Owner by the Association 1n the manner herein provided. -

{g) "Association” will mean and refer to Rivermist Property Owners’ Association, Inc., a
North Carolina not-for-profit corporation, its successors and assigns. In exercising any right or easement granted
or reserved fo it hereunder, such right or easement shall be deemed to extend to its duly authorized directors,
officers, agents, employees and coniractors,

. (h3 "Board of Directors” or "Board" will mean and refer to the Board of Directors of the
Assoclation, which is the governing body of the Association.

(1) "By-Laws of the Association” or "By-Laws" will mean and refer to those By-Laws of
Rivermist Property Owners' Association, Inc. attached hereto as Exhibit YB”, which govern the administration and
operation of the Association, and as the same may be amended from time to time.

) *Common Areas” will mean and refer to any and all real and personal property now or
hereafter deeded or feased to, or which is the subject of a use agreement with, the Association, and wherein the
property therein described is specifically denommated fo be a part of the Common Areas. The Common Areas
may include the Association’s, private roads, streets, road and sireet shoulders, walkoways, sidewalks, teisure trails,
bike paths, gazebos, gates, fountains, eniry walls, entry areas and features, lighting, signage, and such
maintenance and drainage areas and easements located ouiside of Units, as well as iagoons, and ponds located
within the Property that public authority does not maintain, The designation of any land and/for improvements as a
Common Area will not mean or imply that the public af iarge acquires any easement of use of enjoyment therein.
All Common Areas are to be devoted to and intended for the common use and enjoyment of the Declarant,
Owners, and their respective guests, and invitees. The term shall include a Neighborhood Common Area, as
defined below. '

¢9] "Common Expenses” will mean and refer to all expenditures lawfully made or incurred
by or on behalf of the Association, together with all funds [awfully assessed for the creation or maintenance of
reserves, pursuant to the provisions of this Declaration for the maintenance, repair and management of the
Common Areas, and for the maintenance, repair and management of other property, whether owned by tue
Association or not and set fortz in this Declaration or Incorporated herein by a Supplemental Declaration, for
which the Assoctation has responsibility,

o "Common  Responsibility” will mean and refer to the Association's duties and
responsibilities for insuring, mantaining, repairing, replacing and managing portions of the Property not
otherwise designated a Common Area and over which it has an easement or which 1s the subject matter of a use or
license agreement, or, which, pursuant to a Neighborhood Declaration, the Association is obligated to undertake
such activities for the benefit of the Neighborhood Area’s Owners, and the Units therein. The Assoclation's dufies
and responsibifities for insuring, maintaining, repairing, replacing and managing a Neighborhood Common Area
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shall constitute a Common Responsibitity of the Association; and the Association's duties and responsibilities
under the Dutchman Village Covenant to Share Costs, inciuding its obligation to collect from each Owner the
Owner's share of the Association’s "Allocable Share" of "Common Maintenance Expenses," as defined and
provided m the Dutchman Village Covenant to Share Costs, shall constitute a Common Responsibility of the
Association.

(mjy  "CPI-U" wiil mean the Consumer Price Index for All Urban Consumers (1982-84=100),
or, if such index is discontinued or revised, by reference to such other government index or computation with
which it 15 replaced or which would produce substantially the same measure as would be obtained if such index
had not been discontinued or revised.

(m) "Declaram" will mean and refer to Centex Homes, or any suecessor-in-title to the entire
interest of such person with respect to the Property at the time of such transfer to said successor-in-title, or any
party designated Of Record to succeed 10 the rights of Deciarant hereunder as to the matters set forth in such
writing. In exercising any right or easement granted or reserved to it hereunder, such right or easement shall be
deemed to extend to 1ts duly authorized directors, officers, agents, employees and contractors.

{0} "Declarant Controt Period" means the time period commencing on the date this
Declaration 1s filed Of Record and ending on the earlier of:

1. The date December 31, 2015; or

2. The date which is three (3) months after the conveyance by the Declarant, in the
ordinary course of business to persons other than a successor Declarant, of Units representing ninety-five percent
{95%) of the Total Planned Units for the Development; or

3. The date which is three (3} months following the date the Declarant terminates
the Declarant Control Pertod by an express, recorded amendment to this Declaration.

{p) “Declaration” will mean and refer to this Deciaration of Covenants, Conditions, and
Restrictrons for Rivermist, as amended, from time to time, by any Supplemental Deciaration filed Of Record.

{q) “Deficit Funding Period” will mean and refer to that period of time commencing with the
date fhis Declaration is placed Of Record and ending upon the sooner to occur of the following: (i) the date upon
which fifty percent (50%) of the Total Planned Units for the Development have been improved and have become
certified for occupancy by the applicable Governmental Authorities, or (ii) the date that 15 four (4) years following
the date that the first improved Unit for which a Certificate of Occupancy has been issued has been conveyed by
the Declarant.,

{r) "Development" will mean and refer to the Property and all mmprovements located or
constructed thereon, and being a part of the overall plan, from time {0 time exist ng hereunder, for the real estate
development known as "Rivenmist."

{s) "Development Survey" will mean and refer to, eollectively, those certain plats further
described in Exhibit A" hereto and made a part hereof by this reference, ang all modifications, revisions and
additions thereto. Further, "Development Survey” will mean and refer to any subdivision piat of the Property
placed Of Record in furtherance of the development scheme for Rivermist, as it exists from time o time.

() "Dutchman Village Covenant to Share Costs" will mean and refer to the Declaration of

Easements and Cost Sharing and Maintenance Covenants for Dutchman Village and River Mist at Dutchman
Village dated April i, 2005 and recorded in the Brunswick County Regster of Deeds on April 6, 2005 in Book
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2119, Page 755, and as the same may be amended pursuant fo the terms, conditions and authorities therein
provided.

) "Institutional Mortgage" will mean and refer to a Mortgage, which term 15 deemad to
inctude a Deed of Trust, held by a bank, trust company, insurance company, or oOther recognized lending
stitution, or by an institutional or governmental insurer or purchaser of mortgage foans in the secondary market,
such as Federal National Mortgage Association or Federal Home Loan Mortgage Corporation. Such term will aiso
mean and refer to the insurer of any such Mortgage, as well as the hoider of any Mortgage securing a ican made
by the Deciarant, its affitiates, successors, or assigns.

" “Limited Common Area" will mean and refer to those portions of the Common Area set
aside for the exciusive use of some, but not all, Owners of Units.

(w) "Lnited Common Expenses” will mean and refer to Common Expenses of the
Association attributable to Limited Common Areas fot the exclusive nse and benefit of some but not all Owners
of Units and incurred by the Association pursuant 1o the terms and conditions hereof. Limited Common Expenses
attributable to a Limited Common Area will be payable protata by the Owners with exclusive use and benefit
thereof as a Specific Assessment.

() "Member" will mean ang refer to an Owner with appurtenant membership in the
Association as defined in Section 6.1.

) "Mortgage" will mean and refer to a mortgage, security deed, deed of trust, installment
land sales contract, or other similar security justrument granting, creating, or conveying a lien upon, a security
interest in, or a security title to a Unit.

{z) "Mortgagee” will mean and refer to the holder of a Mortgage, its successor and assign.

(aa)  "Neighborhood Area” will mean and refer to any portion of the Property, separately
developed and identified by Declarant on the Devetopment Survey therefor or in a Suppiemental Decfaration as a
residential area comprising one (1) or more housing types subject to this Declaration in which Owners of Umits
therein may have common interests other than those common to all Owners of the Development, such as common
theme, entry feature, development name, and/or common areas and facilities that are not available for use by all
Owners. For example, and by way of illustration and not {imitation, an apartment complex, condominium
complex, townhouse developinent, cluster home development, or singie-family detached housing deveiopment
may, upon Dectarant filing a Neighborhood Declaration therefor, create a separate Neighborhood Area where
common elements are either owned by the Owners in condominium ownership or by a Neighborhood Association
composed of such Owners, or where Units therein are subject to additional covenants, conditions, restrictions and
easements not otherwise applicable to Owners outside of such Neighborfiood Area.

(bb)  "Neighborhood Common Area" will mean and refer to any portion of the Common Area
which, pursuant to a Neighborhood Declaration, the Association owns, leases, or otherwise holds possessory or
use rights m for the exclusive use or primary benefit of one (1} or more, but less than all Owners within one or
more Neighborhood Areas, as more particularly described in Section 2.2(a)(ii).

(ce)  "Neighborhicod Association” will mean and refer to a corporation or an unincorporated
association whose shareholders or members are comprised entirely of Owners of Units within a Neighborhood
Area.

(dd)  "Neighborhood Committee" will mean and refer to a committee of not less than three
members nor more than five committee members, as named by the Deciarant during the Declarant Control Period,
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and thereafier by a majority vote of those Members in the Neighborhood Area casting a vote by baliot mailed to
each of them not less than 20 days prior to the date set for the Board of Directors or the Association's management
company to taily the vballots cast. Such a Neighborhood Area batlot without a meeting shall be effective oniy
when the number of votes cast by the ballot equals or exceed the quorum required to be present had the matter
been considered at a meeting of Members of the Association and the quorum requirements of Section 3.4 of the
Byiaws were applied sofely to the applicable Neighborhood Area Owners. A Neighborhood Committee shall
abide by the procedures and requirements applicable to the Board of Directors set forth in Article 6 of the Bylaws,
however, the term “"Director™ or "Board” shall refer to the members of the Neighborhood Committee, A
Neighborhood Committee will be established for a Neighborhood Area for which no separate Neighborhood
Association 15 formed. Neighborhood Committee members shalf be Owners mn a Neighborhood Area, or an
officer, director, employee or agent of an Owner, or an appointee of the Declarant during the Declarant Control
Period.

(ee}  "Neighborhood Declaration" will mean and refer to any instrument or document, and any
amendments thereto, which is filed Of Record with respect to any Neighborhood Area and which creates a
condominwm or horizontal property regime for such Neighborhood Area, creates a homeowners’ association for
such Neighborhood Area, and/or imposes covenants, conditions, easements, and restrictions with respect to such
Neighborhood Area. A declaration of condominium imposed upon any portion of the Property shall constitute a
MNeighborhood Deciaration hereunder.,

¢(th *Occupant” will mean and refer to any person, including, without limitation, any Owner,
occupying or otherwise using a Unii within the Development, and their respective families, servants, agents,
guests, and invitees.

(gg) "Of Record" will mean and refer to the place of filing & writing in the applicable public
records, currenily being the office of the Register of Deeds for Brunswick County {"ROD"), as will give iegat
notice to the world of the matters set forth in the writing so filed.

(hhy  "Owner” will mean and refer to one or more persons, inciuding Declarant, who or which
owns fee simpie title to any Unit, its respective heirs, executors, legal representatives, successors, and assigns,
excluding, however, those persons having such an interest under a Mortgage. In the event that there is filed Of
Record any instaliment land sales contract covermng any Umit, the Owner thereof will be deemed fo be the
purchaser under the instaliment sales contract and not the fee simple titleholder. An installment land sales
contract will be an instriment whereby the purchaser is required to make payment for such property for a period
extending beyond nine (9) menths from the date of the coniract, and where the purchaser does not receive title to
such property until all such payments are made, although the purchaser is given use thereof.

(i) “Pond” will mean and refer to any portion of the Property shown on a Development
Survey as a delineated parcel of real property that contains all or any portion of a pond, lagoon, retention or
detention area, or sinilar body of water.

Gid "Property" will mean and refer to those pieces, parceis and iots of land described on the
Development Survey, together with ajl improvements thereon, as well as additions thereto pursuant fo Section 2.2
below.

(kk} "Referendum” will mean and refer to the vote of Members by mailed ballots on certain
actions submitted to the Members ty the Board of Directors, as more particularly set forth herein and in the
Bylaws.

(n “Storm Water Management System” means the system which 1s designed, constructed,
and impiemented for the Project to control discharges which are necessitated by rainfall events, incorporating
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methods to coliect, convey, store, absorb, inhibit, treat, use or reuse water to prevent or reduce flooding, over-
drainage, environmental degradation and water poflution, or otherwise affect the quantity and quality of
discharges from the system, as permitted or required pursuant to the applicable requirements of the applicable
governmental authorities. Such system shall mclude the Ponds, drainage easements and storm water piping
systems, drains, catch basins and other related apparatus and facilities intended to provide storm water
management and control for the Project.

(mm) "Supplemental Declaration" will mean and refer to any amendment to this Declaration
filed Of Record, which makes any changes hereto,

(nn} “Total Planned Units" will mean and refer to the total number of Units intended for
development on all of the Property as set forth in a2 Supplemental Declaration executed and filed Of Record by the
Dectarant on or before December 31, 2015, which is currently estimated to be three hundred ninety-eight (398)
Uniis,

{co)  "Unit" will mean and refer to a portion of the Property, whether improved or unimproved,
which may be independentty owned and conveyed as a single-family or multi-family residential property. The
term will refer to the land and the 1mprovements thereon which are a part of the Umt. The term will include by
way of illustration and not limitation, a singie family lot and any home constructed thereon, a patio or zero ot line
lot and any home constructed thereon, a townhouse, dupliex, tripiex, guadrupiex and any condominium unit. The
term will not inciude Cominon Areas, common slements of any Neighborhood Association, or property that is
dedicated to the public. When used herein to define or describe penefits and burdens applicable fo Units
constituting single-family lots, such as setbacks, easements, maintenance obligations of the Owner with respect fo
the unimproved portions thereef, and other such matters applicable o singie-family, subdivided Tots, "Unit” shall
be read to apply solely to a single-family lot Unit and not to a Unit within a muiti-family Neighborhood
Assocctation, A tract or parcel of land shall not be considered a single-family iot Unit until a Final Subdivision Plat
therefor 15 filed Of Record; and will not be considered to contain multi-family Units intended therefor untii a
Certificate of Occupancy is issued therefor and, if applicable, a regime Declaration of Condomirium is filed Of
Record.

ARTICLE 2

THE GENERATL PLAN FOR RIVERMIST

2. Plan of Development of the Property,

Declarant's development plan is to create single-family and multi-family Units within the
Property. One single-family dwelling may be constructed on each umimproved Unit constituting a single-family
lot subject to this Declaration. The Property will also include Common Areas, including recreational facilities as
may, but shall not be required to, be deveioped, and such private roads, utility systems, drainage systems, and
other improvements serving the Property and as are, from time to time, denominated as such in this Declaration or
by the Declarant on the Development Survey or in any deed, lease, use agreement, Suppiemental Decjaration or
memorandum thereof filed Of Record, and which are installed and existing. All Units within the Development
will be and are hereby restricted exclusively to residential use and will be subject to the standards and restrictions
set forth in this Declaration. Without the consent of any person, the Deciarant will have the right, but not the
obligation, during the Declarant Control Period, to make improvements and changes to all Common Areas,
including the any Amenity deveioped by the Declarant, and to ali such properties owned by the Deciarant,
meluding, without limitation, (A) installation and maintenance of any improvements, (B) chianges in the jocation
of the boundaries of any such properties owned by the Declarant, and (C) installation and maintenance of any
water, sewer, and other utility systems and facilities.
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(2) Amenity Development,

A part of Declarant's development pian for the Property 1s the deveiopment and
construction of at least one (1) Amenity area, which will be referred to generally as the "Residents’ Club.” The
Declarant may, but shall not be required, to develop a portion of the Residents’ Club as a pool ang clubhouse
facility to serve, and be for the benefit of all Unit Owners. The Declarant may also establish initial ruies and
regulations governing the use of and access to an Amenity along the lines discussed mn Section 5.4(a)(i) beiow.
The Amenity so deveioped and constructed shall be conveyed to the Association as Common Area pursuant to
Section 2.4 beiow free and clear of all monetary liens and encumbrances.

2.2 Additions 1o Property.

Other property may become subject to this Declaration in the following manner:

(a) Additions by Degiarapt,

During the Deciarant Controi Period, the Deciarant shall have the night, without further
consent of the Association or any Owner to bring within the pian and operation of this Declaration, or to consent
thereto, the whole or any portion of any property contiguous or nearly contiguous to the Property, whether or not
owned by the Declarant. Such property may be subjected to this Declaration as one parcel or as several smaller
parcels at different trmes. The additions avthorized under this subsection shall be made by filing Of Record a
Suppiemental Deciaration and Development Survey with respect to the tand to be added hereto and which shall
extend the operation and effect of the covenants and restrictions of this Declaration thereto, and which, upon
filing Of Record of a Supplemental Declaration, shall constitute a part of the Property.

§))] Complementary Covenants.

The Supplemental Declaration may contain such compiementary additions and/or
modifications of the covenants and restrictions contained in this Declaration as may be necessary or convenient,
in the sole judgment of the Declarant to reflect the different character, if any, of the land added hereto, and as are
not materially inconsistent with, this Declaration, but such modifications shail have no effect on the Property
described in Section 2.1 above,

(N Additional Property as a Neighborhood Area.

In the event that Declarant submits the Additionat Property or any portion or
portions thereof to the terms of this Declaration as a Neighborhood Area, whether composed of Units constituting
stngle-family iots, vpon which a singie-family dwelling is constructed or is intended to be constructed, or
composed of Units constituting condominium, duplex, triplex or other form of multi-family residential dwellings,
the Declarant may establish one or more Neighborhood Associaitons for the Neighborhicod Areas 1o order to
promote their health, safety, and social welfare, as well as to provide for the maintenance of common elements
thereof, provided that such Owners will aiso be Members of the Association and such Units, and other
improvernents will be subject to the terms of this Declarabion as are imposed by the Supplementai Deciaration
with respect thereto. Such Neighborhood Areas may be subject to Neighborhood Declatations which impose

covenants and restrictions which are 1n addition to, but not in derogaiton or substitution of, those imposed hereby

and applicable thereto, and such Neighborhood Associations may levy additional Assessments and make and
enforce supplementary covenants, resirictions, rules, and regulations with respect to such Neighborhood Areas, In
the event, the Neighborhood Area is submitted to the plan and operation of this deciaration and no separate
Neighborhood Association is formed, the Declarant will be deemed 1o have established a Neighborhood
Committee therefor, even if the Declarant fails to so provide in the Supplemental Declaration.
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(A)  Neighborhood Area Committee Representative.

Each year the Neighborhood Commitiee for the designated
Neighborhood Area shall, by majority vote, designate one of its members as a representative of the Neighborhood
Area, who shall meet with the Board of Directors concerning the Associahion's Common Responsibilities
undertaken for or 11 bebalf of the Neighborhood Area and its Owners, to insare, maintain, replace and manage the
Nejghborhood Commeon Areas and the costs and expenses thereof to be assessed, as further provided in
subparagraph {B) beiow. The Association shall not reduce the Jevel of Neighborhood Common Area insurance,
maintenance, repair, replacement and management, or the Common Responsibilities, to be undertaken pursuant to
a Supplemental Deciaration, except (A) upon the written approval of the Deciarant during the Declarant Control
Period, and {B) thereafier, upon the vote of seventy-five percent {75%) or more of the votes of the Members
representing the Units in the Neighborhood Area, by a duly beld Referendum or at a duly held meeting of such
Members {which percentage will aiso constitute the quorum required for any such meeting).

(B8} Limiied Common Expenses for Neighborhood Comimon Areas and
Common Responsibilities for the Netghborhood Area; Specific Assessment,

The Common Expenses of the Association incurred to insure, maimtain,
repair, and replace a Neighborhiood Common Area and to underiake the Common Responsibilities for a
Neighborhood Area, if and as so specified in a Supplemental Declaration, shall be Limited Common Expenses to
be shared prorata solely by all Qwners of Units n the designated Neighborhood Area; to be assessed against each
of said Units and the Owners thereof as a Specific Assessment under Section 11,9 of this Declaration, and billed
with such frequency as the Board of Directors shall determine.

(i)  Additions by Filing Suppiemental Declaration,

The option reserved under this Section 2.2(a) may be exercised by the Declarant
only by the execution of a Supplemental Declaration filed Of Record and the filing Of Record of a Deveiopment
Survey showing the land being added or such portion or portions thereof as are being added to the Deveiopment
by such amendment, as well as the Units and Common Areas therein. Any such Supplemental Declaration shall
expressly submit the added laond to all or specific provisions of this Declaration, as may be provided therein, and
such other covenants, restrictions, conditions and easements as the Declarant, in its sole discretion, shall
determine,

{b) Additions of QOther Properties,

Upon approval by two-thirds (%) of the votes of the Members pursuant {o a Referendum
therefor or upon approval by two-thirds (34} of the votes of the Members present, in person or by proxy, at a duly
held meeting at which a quorum 1s present, the owner of any property configuous or nearly contiguous to the
Property and who desires to add 1t to the plan of this Declaration and to subject it to the jurisdiction of the
Asscciation, may file Of Record a Suppiemental Declaration with respect to the property to be added, which will
extend the operation and effect of the covenants and restrictions of the Declaration to such property, thereafter
constituting a part of the Property. Any such Member approval shall be reflected in consent 1o such Supplemental
Declaration executed by the President of the Association. During the Declarant Control period, the addition of
other properties in accordance with this Section 2.2(b) shall require the written consent of the Deciarant, as well
as the vote of the members provided herein.

{c) Additions by Merger.

Upon merger or consolidation of the Association with another association, following
written approval of eighty percent (80%) or more of the votes of the entire Association, by a duly held
Referendum or a duly held meeting of Members {which percentape will also const:tute the quorum required for
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any such meeting), the Association's property rights and obligations may, by operation of law, be {ransferred to
another surviving or consolidated assoclation, or in the alternative, the properties, rights, and obligations of
another association may, by operafion of law, be added to the properties of the Association as a surviving
corporation pursuant to a merger. The surviving or consolidated association may administer the existing property,
together with the covenants and restrictions established upon any other properties, as one plan. No merger or
consolidation will effect any revocation, change, or addition to the covenants established by this Declaration
within the Property, ineloding, without limitation, the meomum limits on Assessments and dues of the
Association, or any other matter subsiantially affecting the mnferests of Members of the Association. Lands that
become subject to this Declaration under the provisions of this Section 2.2(c) may in the future be referred toas a
part of the Property. During the Declarant Control period, the addition of property by merger in accordance with
this Section 2,2(c) shall require the writien consent of the Declarant, as well as the vote of the members provided
heren.

2.3 Withdrawal of Properiv by Declarant.

The Declarant reserves the right to amend this Declaration during the Declarant Controi Pericd
for the purpose of removing any portion of the Property from the coverage of this Declaration, provided the
withdrawal 15 not contrary to the overall, uniform scheme of deveiopment for the Property, and provided further
such withdrawal does not include any portion of an Amenity essential fo ifs use and enjoyment. Such amendment
will not require the consent of any person other than the Owner of the property to be withdrawn, if not the
Dectarant. If the property is Common Area, the Association will consent to the withdrawal.

2.4 Conveyances of Common Areas,

Al} parcets of land shown as Common Areas on the Development Survey or which are identified
herein as Common Areas and require a conveyauce to vest in the Association ownership and use thereof, will be
deeded or an easement will be granted with respect thereto by the Declarant within two (2) years after the
Declarant has completed improvements thereon. Upon any such conveyance or grant of easement, if such is
required, or upon completion of any improvemenis thereon of thereto by the Declarant, if earlier, the Association
will immediately become responsible for afl maintenance, reparr and replacements therefor, the operation thereof
and such additional construction of improvements as may be authorized by the Board of Directors. For purposes
of measuring the foregoing two (2) -year period, any improvements will be deemed completed thie later of the date
all required certificates or permits of occupancy or use are issued therefor, or the date such smprovements may be
used in the manner and for the purposes for which they are constructed. It is the purpose of this provision fo
provide that the Association will be responsible for all mamtenance of Common Areas when improvements
thereto nave been compieted, notwithstanding the fact that the Declarant 15 not obligated to deed or grant an
easement for such properttes until two (2} years after improvenents have been completed thereon. Any such
conveyance by tihe Declarant will be conveyed subject to all restrictive covenants filed Of Record at the time of
conveyance:

(a) The right of access of the Declarant, its successors and assigns, over and across such
praperfy; and

(b} The right of both the Declarant, during the Declarant Control Period, or the Association,
after expiration of the Declarant Control Period, and the ARC to approve all structures, construction, repairs,
changes in elevation and topography and the location of any object (including vegetation) within the Common
Areas prior to the commencement of such activities or location of any object therein;

(c) All utilities and drainage easements; and

(d} All of the Declarant's reserved nghts set forth in this Deciaration.
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Notwithstanding anything in the foregoing to the contrary, the Dectarant will not be required to so
convey the Common Areas where such conveyance would be prohibited under agreements to which the Declarant
is a party on the date of establishment of such Common Areas, but, in such case, the Declarant will be allowed to
postpone such conveyance, without a penalty, until such time as said prohibition terminates, is reteased or is
nullified.

in consideration of the benefits accruing to the Association and to the Members under this
Deciaration and in consideration of the covenants and agreements of the Declarant hereunder, the Association
hereby agtrees to accept tifle to any properiy, or to any interest in property, now or hereafter conveyed to it
pursnant to the terms and conditions of this Declaration. Upon the due recording of a deed, easement, lease or
other instrument ot memorandum of conveyance Of Record to the Association, tifle or such other imterest in
property conveyed will vest in and to the Association without the necessity of any further act, deed or approval of
any person, inciuding the grantor, lessor and/or Association.

Anything contained herein to the contrary notwithstanding, the Declarant may, but shall not be
obligated, to delay the conveyance, lease, or use or license agreement with respect to any of the Common Area
until, but not later than, the expiratton of the Declarant Control Period, if the Declarant deiermines that the
Association will achieve economies of scale with respect fo the costs and expenses of mainfaining and operating
the said Common Area, including the insuring therecf, by the Declarant continuing to carry ownership thereof on
its books and back charging the Association for such costs and expenses commencing the date upon which the
improvements necessary for use for the Common Area’s infended purpose shall be completed.

2.5 Owner's Interest Subject to Plan of Development,

Every purchaser of a Unit will purchase such property, and every Mortgagee and lienhoider of an
interest therein will take title, or hold such security imterest with respect thereto, subject to the plan of
deveiopment for Rivermist and this Declaration,

ARTICLE 3
ARCHITECTURE GUIDELINES: APPROVAL

3. Purpose.

In order to preserve the natura) setting and beauty of the Development, to establish and preserve a
harmentovs and aesthietically pieasing design for the Development, and to protect and promote the vaiue of the
Deveiopment, the Units and ali improvements located therein or thereon, including, but not limited to,
iandscaping, grading, excavation, or filling of any nature whatsoever, outside lighting, driveways, mail boxes,
decks, patios, courtyards, swimming poois, playhouses, awnings, walls, -fences, garages, guest or servants'
quarters, or other outbuildings will be subject to the prior review and approval of the ARC and in accordance with
design and development guidelines, as well as the form of application and review -procedures therefor (the
“Design Guidelines") for such improvements or construction or development work which is published, from time
to fime, by the ARC, and no such tmprovements of any nature whatsoever will be altered or added to, or
maintained upon any part of the Development, except in accordance with such guideiines ang approvai of the
ARC., No site work will be undertaken upon a Umt {including staking, ciearing, excavation, grading and other site
work, exterior aliteratron of existing improvements, and planting or removal of landscaping materiais) nor any
structures piaced, erected, or mstalled upon any Unit or adjacent to any Unit where the purpose of the structure is
io service the Unit, except in accordance with this Article 3 and upon approval as herein provided uniess
specifically exempted from the application and approval requirements hereof by specific terms and conditions
hergof pursuant to this Deciaration or pursuant to a writing signed by the Declarant in recordable form.

16
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The Architectural Review Committee {"ARC™) shail be the governing body charged with using
1ts best efforts to promote and ensure a high fevel of design, guality, harmony and conformity throughout the
Devejopment conssstent with this Declaration to administer the archifectural and aesthetic approval process for the
Development; however, an Owner satisfying the architectural guidelines of the ARC functions assigned by the
Declarant to a Neighborhood Association or to another commitiee or board established by the Declarant pursuant
to a Neighborhood Declaration will be deemed to nhave satisfied the architectural guidelines and review
procedures hereunder. Until such time as Declarant no fonger owns any Property held for deveiopment into
addittonal Units, and no longer holds a Unit for sale by it in the ordinary course of its business, and no longer has
the right to add any Additional Property, or upon the earlier written relinquishment by the Declarant, the
Declarant shall constitute the ARC, and may approve plans and subsmissions or take other actions on behalf of the
ARC in the Deciarant's own name or in the name of the ARC. Afler the termination of the Declarant's rght io
function atone as the ARC, the ARC under this Declaration will consist of not more than five (5) nor less than
three (3) members, who need not be Unit Owners, appointed by the Board. The terms of office for each member
and other matters of povernance to be applicable to the ARC, will be established by the Board prior to the time
any review and approval process bereunder would otherwise have to take piace by the ARC to be established by
the Board. Notwithstanding the Toregomng to the contrary, any member appointed to the ARC by the Board
following assignment of the whole or any portion of ARC functions pursuant to Section 5.2(a) below is subject to
the prior approvai of the Deciarant until the Declarant no ionger owns or has an option or contract right to acquire
any of the Property, or the earlier written relinquishment by the Declarant of its authority and power to do so. The
ARC is responsible for administering the Design Guidelines, adopted and amended from time to time as
heremnafter provided, and for the review and approval process conducied in accordance with the Design
Guidelines. The ARC is authorized to retain the services of consulting architects, landscape architects, urban
designers, engineers, inspectors, and/or attorneys m order fo advise and assist the ARC in performing its functions
set forth herein. The ARC may establish and charge reasonable fees for review of applications hereunder and may
requirre such fees to be paid in full prior to review of any application. Such fees may inctude the reasonable costs
ncurred by the committees in having any application reviewsd by architects, engineers or other professicnals.

{a} Right to Assign ARC Functions.

The Peclarant reserves the right fo assign to fhe Association, to -a Neighborhood
Association, or to a committes or board established by the Deciarant pursuant to a Neighbortiood Declaration, at
its sole discretion at any time during the Declarant Control Period, the whole or any portion of its rignts reserved
m this Declaration which are exercisable by it sitting as the ARC. The Deciarant may establish ARC
subcommitiees for the purpose of acting on behalf of the ARC with respect to similar circumstances, sitvations, or
types of improvements, such as a swimming pool subcommittee or a subcommittee which would deai with
modifications of existing improvements or additional new improvements ancillary to an existing Unit, in contrast
to the construction of initial improvements upon a previously unimproved Unit. All nights and powers of the ARC
may be delegated to such subcommities with regard to the subject matter of the subcommittee. The rights and
powers of the ARC may be assigned to a management company, an architect, design professional or other entity,
or any portion of such rights and powers applicable to a particufar subcommittee or area of similar circumstance,
The Assoclation, each Neighborhood Association and each such committee or board established by the Declarant
under a Neighborhood Declaration does hereby agree to accept any such assignment of rights without the
necessity of any furtber action by it. Upon the expiration of three (3) years following the termination of the
Declarant Controt Period or the earlier writien relinquishment by the Declarant of its rights hereunder, any then
remaining rights are deemed assigned to the Association, which will succeed to all the rights of the Deciatant over
the ARC then remaining unassighed without further action en the part of either the Deciarant or the Association.

11
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(B Liability of ARC Members.

No member of the ARC, or any assi gnee of rights hereander, will be Jiable to any Unit Qwner for
any decssion, action or omission made or performed by the ARC member in the course of his duties uniess the
member acted in bad faith or in reckless disrepard of the rights of any person or of the terms of this Declaration.

{c} Indemnification.

Until all the ARC funetions are assigned, the Declarant will, to the full extent permitted
by law, indemnify all persons designated from time to time by the Declarant to serve as members of the ARC
exercising unassigned rights hereunder from and against any Hability, inciuding attorney fees, as may be meurred
by the members contrary to the provisions of this Section 3.2(c). Following any such assi gnment by the Deciarant,
members of the ARC or successor board exercising rights so assigned are indemnified by the Assoclation or
Neighborhood Association to which the exercised right was assigned.

33 Design Guidelines.

The Declarant will prepare the Design Guidelines, which will apply to all development and
construction activities within the Development, except those deveiopment and consfruction activities of the
Declarant and the Declarant's contractors and sub-contractors which shall not be subject to ARC review or the
Design Guidelines. The Design Guidetines may contain general provisions applicable to all of the Development,
as well as specific provisiops which may vary according to Neighborhood, location therein, unique characteristics,
and intended use. During the Declarant Controf Period, the Declarant may amend, modify, supplement and add to
the Design Guidelines; and after the Dectarant Controf Period, such changes may be made solely by the Board of
Directors, with the advice of the ARC.

(a) Interior improvements.

Generally speaking, the Design Guidelines will not cover interior improvements, which
will, generally, not be subject to review and approval by the ARC, unless the review and approval may otherwise
be required because the interior improvements are made within an area plainjy within view of adjacent properties.

{b) Drainage.

The Design Guidelines may provide that, in connection with the ARC's approvai and to
prevent excessive dramage or surface water runoff, the ARC may have the right to establish a maximum
percentage of property which may be covered by buildings, structures, or other improvements, which guidelines
may be promulgated on the basis of topography, percolation rates of the soil, soil types and conditions, vegetation
cover, and other environmental factors, or to impose guidelines for the instaliation of storm water management
facilities deemed appropriate to Hmit or control runoff.

{c) Othier Guidelines.

The Development's Design Guidelines may, in the sole discretion of the Deciarant, ang,
following the Declarant Control Period, the ARC may also provide applicable guidelines (i) prohibiting or
restricting the erection and use of temporary structures; (if) setting permissible times of construction and
requirements concerning construction debris; (i) covering the allowance of and. where allowed, the content, size,
style and placement focation for, signage; (iv) requiring or encouraging visually screened service yards; {v)
establishing exterior lighting design and location criteria; (vi) prohibiting or limiting instaltation and use of wells;
(vii) and setting conditions for property subdivision or consclidation, and for subjecting Development property to
further covenants, conditions, restrictions and easements; provided, however, the Declarant's activities may be
excepted or exempted from any and ail such guidelines. The within listing of possibie goidelines 15 not an
exhaustive listing and is intended merely to provide an exampie of the diversity of guidelines as may be
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incorporated in the Design Guidelines, and will not act as a Himitation upon guidelines and guidelines as may or
may not be implemented.

(d) Guidance: Final Authority of ARC.

The Design Guidelines are intended to provide guidance, and will not be the exciusive
basis for decisions of the ARC, and compliance with the Design Guidelines may not guarantee approval of any
application. The ARC will have the sole discretion to determine whether plans and specifications submitted for
approvais are acceptable to it, and the refusal of approval of any plans and specifications may be based by the
ARC upon any ground which is consistent with the objects and purposes of this Deciaration, as may be
supplemented by the Design Guidelines, inciuding purely aesthetic considerations, so long as such grounds are
not arbitrary or capricious. Any Owner that is not satisfied with the determination of the ARC shall have the right
to appeal the ARC's determination to the Board of Directors, provided a notice of such appeai is given by the
Owner to the ARC and the Board of Director's within twenty {20) days following the ARC's determination. The
appeal procedure shall be in accordance with such as shall be provided by the Board of Directors or as shall be
stipulated in the Design Guidelines.

(&) Inspections and Permit and Certificate Issuance.

The Design Guidelines may also provide procedores for ARC inspection of work, for the
issuance of a permit to commence work and for the issuance of a certificate following compietion thereof, in
addition to any such permits and certificates as may be issued by governmental authority with jurisdietion thereof,
which may constituie conditions precedent to use or occupancy.

) Fees and Charges.

In additien to application fees and charges, the Design Guidelines may provide a
scheduie of fees, charges, required damage or other deposits, fines for noncompliance, and other amounts due and
payable by an Owner as part of the application, review and approval processes, which schedule the ARC may
increase, modify and amend at any time. All fees, charges and fines provided herein will constitute Specific
Assessments and a lien upon the Unif to which the fees and charges relate.

3.4 ARC Landscaping Approval,

To preserve the architectural and aesthetic appearance of the Deveiopment, no iandscaping,
grading, excavation, or filling of any nature whatsoever, and no construction of improvements of any nature
whatsoever, will be commenced or maintained by the Association or any Owner, other than the Declarant, on any
portion of the Development, including, without limiation, the construction or installation of sidewalks,
driveways, parking lots, decks, patios, courtyards, amenities and recreationat facilities, walls, fences, or exterior
tights, nor will any building construction, extertor addition, change or afteration, be made (inciuding, without
limitation, painting or staining of any exterior surface), untess and until application is made to the ARC pursuant
to the Design Guidelines and the plans and specifications therefor are approved by the ARC.

3.5 Approval Not a Guarantee.

No approval of pians and specifications and no publication of Design Guidelines and architectural
guidelines thereunder will be construed as representing or implying that the plans, specifications, or guidelines
will, if followed, result in properly designed improvements. Such approvals and guidelines will in no event be
construed as representing or guaranteeing that any dwelling or other improvement built in accordance therewith
wiil be built in a good and workmanlike manner. Neither the Declarant, nor the Association, not the ARC is
responsible or liable for any defects m any plans or specifications submiited, revised, or approved pursuant 1o the
terms of this Article 3, or any defects in construction undertaken pursuant to the plans and specifications.
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3.6 Enforcement.

There 15 specifically reserved unto the ARC the right of entry and inspection upon any Unit or
other portion of the Property for the purpose of determining wiether there exists any unapproved improvement or
whether any improvement violates the terms of any approval by the ARC or the terms of this Declaration. Except
in emergencies, any exercise of the right of entry and inspection by the ARC hereunder should be made onfy tpon
reasonable notice given to the Owner at least twenty-four (24} hours in advance of such eniry. The Association,
acting pursuant to the direction of the ARC, is specifically empowered to enforce the provisions of this
Declaration by any legal or equitable remedy, and in the event it becomes necessary to resort to liligation to
determine the proprlety of any improvement, or to remove any unapproved improvements, the prevailing party in
such litigation shall be entitled to recover all legal fees and costs incurred in connection therewith.

ARTICLE 4
USE RESTRICTIONS

4.1 Stormwater Management,

This Declaration is intended to, and shall, also ensure ongoing compliance with the Stormwater
Management Permit issued by the Division of Water Quality of the State of North Carclina (the “Stormwater
Management Permit”). In furtherance thereof, the follomng covenants shall apply to the Umts ihat are lots, and
shall run with the iand:

{a) The maximum allowable built-upon area (“BUA™) of a Unit that is a iot is 3,800 square
feet. The allotied ammount inciudes any BUA constructed within the iot boundaries, and
that portion of the right-of-way between the front lot Jine and the edge of the pavement.
BUA mcludes asphait, gravel, concrete, brick, stone, siate or similar material, but do not
include wood decking or the water surface of swimming pools,

(b} Filling In or piping any vegetative conveyances {ditches, swales, etc.)} associated with the
Devetopment, except for average driveway crossings, is strictly prohibited by any person,

) BUA m excess of the permitted 3,800 square feet shall require a modification of the
Stormwater Management Per:mt by the Siate of North Carolina prior to commencing any
construction.

{d) Any alteration of the drainage shown on the approved plan for which the Stormwater

Management Permit is issued shall not.take piace without the prior written approval of
the Division of Water Quality of the State of North Carolina.

{e} Each singlé-family fot Unit will maintain a thirty foot (30°) wide vegetated buffer
between all impervious areas and surface waters.

H All roof drains shall terminate at least thirty feet (30°) from the mean high water mark of
surface waters.

() Filling in, piping or altenng any designated 5:1 curb outlet swale associated with the
deveiopment 1s strictly prohibited by any person,

The Development propeses a curb outlet system. Each designated curb outiet swale shown on the
approved plan must be maintained at a minimum of one hundred feet (100°) tong with 5:1 (H:V) side slopes or

MFME1:18576.9-PUD-(BFK) 02500000030



T

Brunsuick County, Register of Deeds page 21 of BS

flatter, have longitudinal slope no steeper than 5%, carry the flow from a 10-year storm in 2 nop-erosive manmuer,
and maintan za dense vegetated cover.

THE STATE OF NORTH CAROLINA IS A BENETICIARY OF THESE COVENANTS
TO THE EXTENT NECESSARY TO MAINTAIN COMPLIANCE WITH THE
STORMWATER MANAGEMENT PERMIT. ANYTHING CONTAINED IN THIS
DECLARATION TO THE CONTRARY NOTWITHSTANDING, THIS SECTION 4.1
AND THE COVENANTS HEREIN PROVIDED SHALL NOT BE CANCELLED,
AMENDED, OR MODIFIED WITHOUT THE PRIOR WRITTEN CONSENT OF THE
STATE OF NCRTH CAROLINA, PIVISION OF WATER QUALITY.

4.2 Building Resirictions. '

Except as may be otherwise set forth in this Declaration, in the Design Guidelines adopted
hereunder, 1n the Development Survey, in any Supplemental Deciaration, in any agreement with the Declarant, or
by specific deed restriction, the following building restrictions will appiy with respect to the properties subject to
this Declaratiom

{a) Number of Buildings on Lots.

No structure will be constructed upon an unimproved Unit constituting a single-family iot
other than one (1) detached, single-family dwelling and one (1) accessory building, which may inciude a detached
privale garage, servant's quarters, guest house or pool house, provided a singie structure may incorporate all of
said uses and provided such dwelling or accessory building does not overcrowd the Unit and is not used for any
activity normally conducted as a business. Such accessory building may not be constructed prior to the
construction of the main building. A guest suite or like facility may be included as part of the main dweiling or
accessory building, but said suife may not be rented or leased except as part of the entire premises including the
main dwelling

(b} Compietion of Improvements.

The exterior of all dwellings and other structures consiructed upon any unimproved Unit
constituting a single-family lot must be compieted within eighteen {18) months afier the construction of same
shall have commenced, or such shorter period of time as shail be determined by the ARC to be suitable given the
scope and complextly of the work to be performed; provided, however, a longer period of time may be granted, in
the ARC's sole discretion, where completion 15 iimpossible or would resuit in great hardship to the Qwner or
builder thereof due to strikes, fires, national emergencies or naturaf caiamities. No awelling under injtial
construction shall be occupied unfil-construction is completed and all necessary approvais of any govemmental
authorities have been obtained.

{c) Other Requirement of Residences.

In addition, all residential structures constructed on an unimproved Unit will be designed
and constructed in compliance with the requirements of such political subdivision with jurisdiction thereof.

4.3 Trees.

No Owner, other than the Declarant, shalf be entitled to cut, remove, or mutilate any trees, shrubs,
bushes, or other vegetation having a trunk diameter of six (6) inches or more at a point of four and one-half (4-
1/2') feet above the ground levei, or other significant vegetahon as designated, from time to time, by the ARC,
without obtaining the prior approval of the ARC, provided that dead or diseased trees which are inspected and
certified as dead or diseased by the ARC or 1ts representatives, as well as other dead or diseased shrubs, bushes, or
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other vegetation, shall be cut and removed promptly from any property by the Owner thereof. Nothing herein
shall be constroed go as to limit any applicable law or ordinance.

4.4 Alteration of Setback Lines in the Best Interest of Deveiopment.

Where because of size, natural terrain, or any other reason in the opinion of the Declarant, it
shonid be in the best interest of the Development that the setback lines of any Unit should be altered or changed,
then the Declarant reserves unto itself, its suocessors or assigns, and no other, the night to change said setback
lines to meet such conditions. The Deciarant specifically reserves the right to transfer and assign this right of
approval to the ARC hereinafier established. '

4.5 Use of Units.

Except as permitted by Section 4.22, each Unit will be used for residential purposes only, and no
frade or business of any kind may be carried on therein. The use of a portion of a Unit's dwelling as an office by
an Owner or Occupant will not be considered to be a violation of this covenant if such use does not create regular
customer, client, or employee traffic; provided that in no event will any Unit be used as the office of or storage
area for any building contractor, real estate develaper or real estate broker, except as may be on a temporary basis,
with the express writien approval of the Declarant during the Declarant Control Period, and thereafter by the
Board of Directors, and in accordance with reasonable rules and regulations promulgated therefor. Nothing
contained herein shail be construed se as to prohibit the construction of houses to be sold on an unimproved Unit
constituting a single-family iot, or the showing thereof for sale; ang nothing herein shall be construed to prevent
the Declarant or its permittees from erecting, placing or maintaining signs, struchures and offices as it may deem
necessary for ils operation and sales in the Deveiopment. Lease -or rentai of a Unit for residential purposes will
also not be considered to be a violation of this covenant so long as the lease {A) 1s for not less than the entire Unit
and all the improvements thereon, and {B) is otherwise in compliance with rules and regulations as may be
promutgated and published from time to time by the Declarant and the Board of Directors. All leases or rental
agreements will be in writing and will be for a duration of two {2) mghts of more. Upon request, the Owner will
provide the Dectarant and Board of Directors with copies of such tease or rental agreement. Any Occupant will in
all respects be subject to the tenns and conditions of this Declaration and the rules and reguiations adopted
hereunder.

{b) Time Sharing end Vacation Multipie Ownership Plans.

No part of the Property subject o this Declaration, inciuding any improvements thereon
or to be built thereon, will be used for or subject to any type of Time Share Program or Time Share Project as
defined by tihe North Carolina Time Share Act, N.C. Gen. Stat. 93A-41 (1983), or any subsequent laws of this
State dealing with that or similar type of ownership by a Unit Qwner, or which is used for, in conjunction with
and/or as an advertised parf of any time share exchange program which makes available as accommodations the
Unit and whiehi 1s not otherwise registered as a Time Share Program or Time Share Project or which utilizes the
Unit as accommodations for time share saie prospects of any Person, without the prior written consent of the
Declarant, which it may grant or deny in whole, or may grant to some and deny to others, in its sole discretion.
Any Unit designated in any Supplemental Declaration by the Declarant as being subject to a Time Share Program
or a Time Share Project shall be deemed to have received the written consent of the Declarant, as aforesaid,
without the necessity of any additional consent or writing,

4.6 Antennas.

No tejevision antenna, radio receiver, or other similar device will be attached to or installed on
any portton of the Development, except as required by the Telecommunications Act of 1996 and impiementing
rujes therefor issued by the Federal Communications Cominission and by the Association in conformity with rules
or guidelines of the Federal Communications Commission; provided, however, the Declarant and the Association
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will not be prohibited from installing equipment necessary for master antenna, security, cable television, mobile
radio, or other similar systems within the Development, -

4.7 Water Wells.

Subject to the terms of Section 5.17, no private water well may be drilled, installed or maintained
on any of the Development for irrigation. The ARC may, however, aunthorize shallow wells for closed-end, geo-
thermal residential systems. Furthermore, except for the Deciarant and the Association, no Owner shall draw
water from any Pond for any purpose whatsoever.

4.8 Clotheslines,

No ciotheslines or drying yards shall be located upon the premises so as to be visible from any
Common Area or from any adjoining property or Unit,

4.9 Propane Gas Tanks.

Any propane gas tanks shall be buried underground on a Unit and the lid shielded from the view
frem any road by plantings or other means approved by the ARC.

4,10  Firearms and Fireworks.

No firearms or fireworks of any variety shall be discharged upon or within any Unit or upon any
Common Area. The term "firearms" shall include, without limstation, guns, "B-B” guns and pellet guns.
Notwithstanding the foregoing, the Board of Directors may, if allowed by law, contract for a professionally
conducted fireworks display.

4,11  Exciusion of Above Ground Ultilities.

All ¢lectrical service and telephone lines shall be placed underground and no outside electrical
lines shall be placed overhead. Provided, however, that the normal service pedestals, efc., used in conjunction
with such underground utilities shall be permitted within the Development. Cvertiead utlllties shall be permlt‘ted
during the construction period and until uijlity companies can place them underground.

412  Signs,

Except as may be required by law or by legal proceedings, no signs or advertising posters of any
kind, incinding, but not limited fo, "For Rent,” "For Sale,” and other similar signs, shall be erected by an Owner,
the Association, or any agent, broker, contractor or subcontractor thereof, nor shall any sign or poster be
mamtaned or permitted on any window or on the exterior of any improvements or on any ummproved portion of
property located within the Development, without the express written permission of the ARC, The approval of
any signs and posters, including, without limitation, name and address signs, shall be upon such conditions as may
be from time to time determined by the ARC and may be arbitrarily withheld. Notwithstanding the foregoing, the
restrictions of this Section 4.12 shall not apply to the Declarant or o any person having the prior written approval
of the Declarant. [n addition, the Association shall have the right to erect reasonable and appropriate signs on any
portion of the Common Areas in accordance with architecturat design standards adopted therefor by the ARC and
approved by governmental authority with jurisdiction thereof.

4.13  Animals and Pets,

No animals of any kind will be raised, bred or kept on any part of the Development, except that
dogs, cats or other normal household pets may be kept by the Owners inside their respective Units. In connection
with the foregoing, the Board of Directors shall have the following authorities and powers:
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(a) The Board of Directors may prohibit the keeping of any dog with a prior history of
causing bodily injury established tiwough insurance ciaims records, or through the vecords of local public safety,
iaw enforcement or other similar regulatory agency.

(0 The Board of Directors may, in its sole discretion, establish by rule that dogs of other
breed are potential hazards to the Development and ils occupants, and may not be kept upon the Property.

(c} The Board of Directors may establish reasonable rules and regulations to insure that all
permitted pets are properly licensed and inoculated for rabies and such other disease for which inocuiation is
customary for that breed of pet.

(d) The Board of Directors mway require that an Owner execute a written indemnification and
hold harmiess agreement in favor of the Association and the Association’s management company, in form and
content satisfactory to counsel for the Board, prior to bringing the Owner’s pet upon the Property;

(e} The Beard of Directors may, in the exercise of its reasonable business judgment, prohibit
the keeping of any pet it believes creates a health hazard, is a nuisance or otherwise unreasonably disturbs the
peaceful possession and quiet enjoyment of any other portion of the Development by other Owners and lessees of
QOwners, their families, invitees and guests.

43 The Board may establish reasonable rufes to timit the number of allowed pets. Pets shall
be kept on a leesh and under personal control at all times when outside of a Unit, on the Common Areas, patios,
balconies, eic; and the Owner shall clean up after his or her pet.

() The Board shall have the tight at any time and in its sote and absoiute discretion to
require the Owner of a particular pet to remove such pet from the Development if such pet is determined by the
Board to be in violation of these restrictions.

(h) The Board shall have the power to ievy fines for violation of these pet restrictions or of
any additional rute or regulation adopted by the Board therefor, and any such fipe or the cost of the Association to
repair any damages to Common Areas caused by a pet shall be assessed against the Owner and Unit as a Specific
Assessiment..

(i) if, for any reason whatsoever, the Associahion needs fo detain, incarcerate, capture, or
tranquilize any animai or animais which may roam free, and it is found that said atimals are the property of an
Cwner, then al} fees necessary 1o cover such detainment, incarceration, capture, or tranquilization shalt be levied
against the Owner of said animal,

Notwithstanding the use of the word, “Owner” hereunder, the terms and provisions hereof shall extend fo an
Owner’s family membets, guests, tenants, iessees, and the Owner shall be fully responsible hereunder for the pets
thereof on the same basis as the Owner would be for its owned pets.

4.i4  Drainage.

No Owner shall channel or direct drainage water onto a neighboring Unit or Common Area
except in accordance with a drainage plan approved by the Declarant. No Owner shall make any change 1o or
modification of the originally established grades, swales and slopes of his or her lot in any way that changes or
tmpedes the ongmaily establishea flow of storm water drainage.
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4.15  Anificial Vegetation, Exterior Sculpture and Similar Items,

Ne artificiai vegetation shall be permitted on the exterior of any portion of the Subdivision.
Exterior sculpture, fountains, flags, and similar items are subject o the Deciarant's or the ARC's prior approvai;
provided, however, that nothing contained herein shall prohibit the appropriate dispiay of the American flag.

4,16  Qpen Fires. No open fire pits shall be maintained upon any Unit. Nething herein shall be deemed
to restrict the use of any customary barbecue uait for the cooking of food,

417  Nuisances.

No rubbish or debris of any kind will be dumped, placed, or permitted to accurnniate upon any
portion of the Development, nor will any auisance or odors be permitted to exist or operate upon or arise from the
Development, so as to render any poriion thereof nnsanitary, vnsightly, offensive, or detrimental 1o persons using
or oecupying any other portions of the Development. Noxious or offensive activities will not be carried on io any
part of the Development, and the Association and each Owner and Occupant will refrain from amy act or use
which could cause disorderly, unsighily, or unkempf conditions, or which coutd cause embrarrassment, discomfort,
annoyance, or nuwisance to the QOccupanis of other portions of the Development or which could result in 2
cancellation of any msurance for any portion of the Development, or which would be m viclation of any Jaw or
govermmental code or regulation.  Without limiting the generality of the foregoing provisions, no exterior
speakers, horns, whisties, bells, or other sound devices, except security and fire alarm devices used exclusively for
such purposes, will be located, used, or piaced within the Development, except as may be permitted pursuant to
terins, conditions, rules and regulations adopted therefor by the Board of Directors. Any Owner or Occupant who
dumps or piaces any trash or debris upon any portion of the Development will be liable to the Association for the
actual costs of removal thereof plus an administrative fee of $100.00, or such other sum set therefor by the Board
as a recoupment of administrative costs in administering the cleanup and nofices to the Owner and Occupani, and
such sum will be added to and become a part of that portion of any Assessment next becoming due to which such
Owner and his property is subject. The Board of Directors shall. 10 the exsrcise of ils reasonable business
Judgment, determine whether any activity or condition, Inciuding, but not limited to, matters herein described,
constitutes a nuisance which shall be abated upon reasonable notice by the Board or the Association’s property
manager,

4,18  Motor Vehicles, Trailers. Boats, Etc.

Each Owner will provide for parking of automobiles off the streets and roads within the
Development. Thete will be no outside storage or parking upon any poriion of the Deveiopment of any disabled
vehicle (with flat tires, on jacks, without a current license tag, etc) or any vehicle with signage or letiering
advertising a business, mobile home, frailer {either with or without wheels}, moior home, tractor, truck (other than
pick-up trucks without signage or [ettering advertising a business), or commercial vehicies of any type, except in a
Unit's garage. Motorcycles will be permmitted in the Project if garaged while not being driven. Any permitted
parking of a mobiie or motor home within a garage will not be construed as o permit any person to cccupy such
mobile or motor home, which 1s strictly prohibited. Furthermore, although not expressiy prohibited hereby, the
Board of Directors may at any time prohibit or write specific restrictions with respect to the operating of mobile
homes, motor homes, campers, frailers of any kind, motorcycles, motorized bicycles, motorized go-carts, all
terrain vehicles (ATVs), and other velicles, or any of them, upon any portion of the Development if in the
opirion of the Board of Directors such prohibition or restriction will be in the best interests of the Development.
Such policies may change from time to time with changing technology. The storage of any such vehicles within a
garage will be pernitied, even if operating the same is prohibited. No Owners or other Occupaats of any portion
of the Development will repair or restore any vehicie of any kind upon or within 2 property subject to this
Declaration except (A) within enclosed garages, or (B) for emergency repairs, and them only to the extent
necessary to enable the movement thereof to a proper repair facility.

12
NPMB1:16676.1-PUD-{BFK) 025000-00030



LT S e

.Rb son
Robert 0 an ¢ 88

LR ERI

Brunswick County,

419  Mining and Drilling.

No derrick or other strncture 'designed for use in voring for oil or natural gas shall be erected,
placed or permitted upon any part of the Deveiopment, nor shall any oil, natural gas, petroleum, asphait or
hydrocarbon products or minerals of any kind be produced or extracted from the premises,

420  Garbage Disposal.

Each Umit Owner shall provide garbage receplacies or similar facilities 1 accordance with
reasonable standards established by the Declarant, or a rofl-out garbage rack of the type approved by the
Deciarant, which shall be visible from the streets on garbage pickup days oniy. No garbage or trash incerator
shall be permitte¢ wpon the premnises. No burning, burying or other disposal of garbage on any Unit or within the
Devetopment shall be permitted (except licensed contractors may burn construction debris if, and only if,
permitted to do so by the ARC, but only durmg the period of construction of improvements on the Unit);
provided, however, the Dectarant shall be permitted to modify the requirements of this Section 4.20 where
necessary to comply with orders of governmental bodies. When not visibly located awaiting garbage pick-up, as
aforesaid, Garbage receptacies shall be kept in the garage or screened from view in a manner approved by the
ARC.

421  Owner's Landscape Maintenance between Lot Line and Adjacent Pavine.

Each Owner will be responsible for mamtaining on a reguiar basis the landscaping, if any, and
ground cover along the right-of-way roadside or sidewalk, as applicable, bordering an Owner's Umt constituting a
smgle-family Iot, whether or not such area is a part of the Owner's Unit. Each Owner will perform such
mainienance within the unpaved area of right-of-way immediately adjacent to 2 Unit's Jot line, and will be of such
quality of maintenance as is required to maintain a2 Deveiopment consistency in appearance and cleanliness. An
Owner's responsibility under this Section 4.21 to provide reguiar maintenance will be fulfilled regardless of
whether or not an Owner has constructed improvements upon his umimproved Unit or whether or not the Owner
permanently resides in the Developraent.

422  Deveiopment, Sates and Construction Activities.

Notwithstanding any provisions or restrictions contained in this Deciaration to the contrary, the
Declarant and its agents, empioyees, successors, and assigns, including any spec builder to which the Declarant
assigns the rights hereunder and as may be further restricted by the Declarant under any such assignment, are
permitted to maintatn and carry on such facilities and activities as may be reasonably required, converent, or
incidental fo the devetopment, completion, improvement, and saie of the whole or any portion of the Property,
mc]udmg, without limitation, the mstallation and operation of development, saies and construction trailers and
offices, signs and models, provided that the lfocation of any such trailers of any assignees of Declarant's rigts
under this Section 4,22 are subject to the Declarant's prior written approval. The rights under this Sectiop 4.22 to
mamntain and carry on such facilities and activities will inciude specifically the rigit to use a Unit's dwelling as a
model and as offices for the sale or lease of Units and for related activities,

423  Use of Trademark.

Each Owner and Occupant, by acceptance of a deed 10 any lands, tenements or hereditaments
within the Development hereby acknowiedges that "Rivermist® is a service mark and trademark. Each Owner and
Occupant agrees to refrain from misappropriating or infringing these service marks or trademarks.

4.24  Qwner Recording Additional Restrictions on Property.

No Owner may 1impose additional restricttve covenants on any iands within the Pr operty beyond
those contained in this Declaration without approval of the Declarant during the Declarant Control Period, and
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thereafter without consent of the Board of Directors. The Declarant may mpese additional restrictive covenanis
on property then owned by the Declarant without the consent of any other Owner or the Assoclation,

425  (Owner's Re-subdivision,

No Common Area or Unit will be subdivided, or its boundary lines chaeged, nor will application
for the same be made to any political subdivision with jurisdiction theteof, except with the prior written approval
of the Declarant, during the Deciarant Control Period, and thereafter except with the prior written approval of the
Board of Directors. However, the Declarant reserves the right to so subdivide, and to fake such other steps as are
reasonably necessary to make the re-platied property suitable and fit as a building site, including, but not limited
to, the reiocation of easements, walkways, rights-of-way, private roads, bridges, parks, and Common Areas.

(a) Consclidation of Singie-famiiy Lots.

The provisions of this Section 4.25 will not prohibit the combining of two (2) or more
contiguous Units constifuting single-family lots info one (1) {arger lot. Following the combining of two (2} or
more Units into one (1) iarger Unit, as aforesaid, only the exterior boundary lines of the resulting larger Unif wiil
be considered in the interprefation of this Declaration, Consolidation of Units, as described herein, must be
approved by the Declarant duriag the Declarant Conirol Period, and thereafter by the Board of Directors, said
approval 1o be granted in its respective sole discretion upon the terms and conditions established by # from time
fo time, including specific provisions for the payment of Assessments.

426  Assignment of Declarani's Rights to the Association,

The Declarant reserves the right to assign to the Asseciation, at its scle discretion, s rights
reserved in this Declaration, including all rights set forth in this Section 4.26. The Association hereby agrees to
accept any and all assignments of rights hereunder, and no further action will be required by it.

4,27  Declarant's Improvements,

Anything contained herein fo the contrary notwithstanding, neither the improvements constructed
and used by the Declarant in the conduct of its business or ifs activities are or will be subject to the restrictions set
forth in this Section 4.27,

4.28  Other Rights and Reservations.

THE OMISSION OF ANY RIGHT OR RESERVATION IN THIS ARTICLE WILL NCT
LIMIT ANY OTHER RIGHT OR RESERVATION BY THE DECLARANT WHICH IS EXPRESSLY STATED
IN OR TMPLIED FROM ANY OTHER PROVISIONS IN THIS DECLARATION, OR RESERVED TO THE
DECLARANT UNDER THE DUTCHMAN VILLAGE COVENANT TO SHARE COSTS.

ARTICLE 5

PROPERTY RIGHTS

5.1 General Rights of Owaers.

Each Unit will for all purposes constitute real property which will be owned 1n fee simple and
which, subject 1o the provisions of this Deciaration, may be conveyed, transferred, and encumbered the same as
any other real property. Each Owner will be entitled to the exclusive ownership and possession of his said
property, subject to the provisions of this Declaration, mcluding without limitation, the provisions of this Articie
5. If any chutes, flues, ducts, conduils, wires, pipes, plumbing, or any other apparatus or facilities for the
furnishing of utitities or other services or for the provision of support to any Uit lie partially within and partially
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outside of the designated boundaries of the Unit, any portions thereof which serve only such property will be
deemed to be a part thereof, and any portions thereof which serve more than one such Unit or any portion of the
Common Areas will be deemed to be a part of the Common Areas, and may be described in a Supplemental
Declaration as a Limited Common Area, The ownership of each property subject to this Deciaration witl include,
and there will pass with each property as an appurienance thereto, whether or not separately described, all of the
right and interest in and to the Common Areas as established hereunder, and the limntations applicable, which will
inciude, but not be fimited to, membership in the Association. Each Gwner will antematically become a Member
of the Association and will remain a Member thereof until such time as his ownership ceases for any reasen, at
which time his membership in ihe Association will automatically pass to his successor-in-title to his or s
property.

5.2 Orwiner's Basement of Enjoyment.

Subject to the provisions of this Deciaration and the rules, regulations, fees, and charges from
ttme 10 time established by the Board of Directors in accordance with the By-Laws and the terms hereof, every
Owner and Occupant will have a nonexclusive right, privilege, and easement of use and enjoyment in and to the
Common Areas, including, but not limited to, easements of access, ingress and egress over and across all private
roadways, to the extent so eniitled hereunder, such easement to be appurtenant to and to pass and run with title,
subject to the rights, restrictions, reservations, covenants, easements and obligations reserved, granted or alienable
in aceordance with this Declaration, including, but not limited to:

(a) Rigiit of Association to Borrow Money.

The right of the Board of Directors of the Association to borrow money (i) for the
purpose of improving the Development, or any portion thereof, (i) for acquiring additionai Common Areas, (iii}
for constructing, repairing, maintaining or improving any facilities located or to be located witkin the
Development, or (iv) for providing the services authorized herein, and, subject to the provisions of Section 10.2,
to give as security for the payment of any such loan a mortgage or other security instrument conveying ail or-any
portion of the Cormmon Areas; provided, however, that the lien and encumbrance of any such security instrument
given by the Association will be subject and subordinate t¢ any and all rights, interest, opfions, licenses,
easements, and privileges herein reserved or established for the benefit of the Declarant, any Owner, or the holder
of any Mortgage, irrespective of when such Mortgage is executed or given. The right of the Association to borrow
money under this Section 5.2(a} 15 subject to the written approval of eighty percent (80%) or more of the votes of
the entire Association, by a duly held Referendurm or a duly held meeting of Members (which percentage wilf also
constitute the quorum reqguired for any such meeting).

{b) Deciarant's Reserved Rights and Easements.

The rights and easements specifically reserved to the Declarant in this Deciaration.

{c) Association's Righis to Grant and Accept Easements.

The right of the Board of Directors of the Association to grant and accept easements as
provided in Section 5.9 and to dedicate or transfer fee simple title to all or any portion of the Common Areas 1o
any public agency or authority, public service district, public or private utility, or other person, provided that any
such dedication or transfer of the simple title most be approved by the Declarant during the Declarant Control
Period and thereafter for so long as the Declarant owns any of the Property primarily for the purpose of
development or sale.

(d) Agsociation's Rights and Easements.

The rights and sasements specifically reserved in this Deciaration for the benefit of the
Association, its directors, officers, agents, and employees,
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{e) Declarant's Eagements for Additienal Property.

The Deciarant's right to add Additional Property to this Deciaration pursuant to Section
2.2(a) and the 11gits and casements reserved in Section 5.7(a) hereof for the benefit of the Additional Property so
added to this Declaration.

5.3 Use and Enjoyment of the Ponds.

Use and Enjoyment of any Pond within the Development shall be subject to the terms and
conditions of this Declaration, the terms and conditions of any Supplemental Deciaration, and rules and
regulations from time to time established by the Board of Directors.

{(a) Docks.
No dock, bullhead or other improvement shall be made te the boundary of a Pond or
extended into the Pond. '
) Fishing and Swimmung: Wild Life and Marine Life.

Unless allowed by the Declarant pursuant to a Supplemental Declaration, or by 2 ruie or
regujation established therefor by the Board of Directors, no fishing, swinming, snorkeling, scuba diving, and
related activities shall be allowed in a Pond. Except for the Declarant and the Association, no Owner shall
introduce any waterfowl or marine life into a Pond.

{c) Boating Activities.

Uniess allowed by the Declarant pursuant to a Supplemental Dectaration, or by a rule or
regulation established therefor by the Board of Directars, and with respect to a designated Pond covered thereby,
no voating, sailing, canoeing, wind surfing, and refated activities shall take place on a Pond..

(d) Owner's Landscape Maintenance between Lot Line and Adiacent Pond.

Each Owner of a Unit adjacent to or whose property line extends mto a Pond will be
responsible for maintaining on a regular basis the waterfront area in a neat and ciean condition and in such
manner as to prevent eroston of the embankment or any condition or problem that disrapts or interferes with the
proper functioning of the Development's Storm Water Management Systems and facilities that are a part of such
Pond. An Owner's responsibility under this Section 5.3(d) to provide reguiar maintenance will be fulfilled
regardiess of whether or not an Gwner has constructed improvements upon his unimproved Unit or whether or not
the Owner permanentiy resides in the Development.

5.4 Amenities.

{a) Access and Use of Amenities.

Subject to the terms and provisions of this Deciaration and the ruies, reguiafions, and
Amenity Use Charges from time to time established by the Board of Directors, every Qwner of a Unit, as well as
the Owner's family members and accomparied guests shall have a non-exclusive right, privilege, and easement of
access to and the use and enjoyment of such Amentties as shall be deveioped by the Declarant. Notwithstanding
the foregoing to the conirary, Owners of Units within Neighbornood Areas specified by the Declarant by
Suppiementat Declarahon or Amendment hereto may be restricted to access and use of one or more particular
designated Neighborhood Common Areas developed as Amenities, and prohibited from access and use of all
Amenities. Furthermore, but subject to Section 5.4(a)i) below, a Unit Owner, his or her spouse and children
under the age of 25 years living at home, attending school on a full-time basis or serving in the military
(hereinafter, "Dependent Children™), shall have access ang vse of their designated Amenities without the
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imposition of any Amenity Use Charge imposed solely for access and use, which access and use shal] be covered
under the Unit's Annuai Assessments. An Amenity Use Charge may be imposed upon Qwners, their spouses and
children for purchased goods and services. Furthermore, an Amenity Use Charge may be imposed for access and
nse of a designated Amenity by an Owner's non-Dependent Children, guests and tenants, and upon co-Owners
who have not been designated purssant to Section 5.4(a}(i} below, if by Supplemental Declaration, ruie or
reguiation access and use by a Unit tenant is not otherwise prohibited. Notwithstanding the foregoing to the
contrary, the Board of Directors shall be entitled, but not obligated, to promuigate rujes and regulations from time
to time whereby grandchildren of an Owner and non-Dependent Children of an Owner may have access to and the
use a designated Awmenity on the same basis as Dependent Children of an Owner. The Board of Directors may
aiso establish ruies and reguiations limiting the number of times in a year the same guest may accompany an
Owner or an Owner's family member, and may further adopt rules and reguiations limiting the use of an Amenity
by a tessee or tenant of a Unit with a'lease term of less than six (6) months.

() Access and Use by Multipte Owners.

in the event of any ownership of a Unit by more than one Owner (2 spouse
holding title in joint tenancy shall not be deemed a co-Owner) or by a corporation, partnership, fimited liability
company or trust, the sharchoiders, partners, members and beneficiaries of which shall be deemed co-Gwnerss,
only the Owner of such Unit designated in writing to the Board of Directors by ali co-Owners, shiall be entitled to
the access and use of a designated Amenity pursuant to the terms and condition above stated. The Declarant, in a
Supplementai Declaration, or the Board of Directors, in a rule or regulation, may prohibit, limit or restrict access
and use by non-designated co-Owners, and may also require payment of an Amenity Use Charge for any such
permitted access and vse, and subject to such additional terms and conditions as may be established therefor. Any
required designation made pursuant to this Section 5.4(a)(i) shall not be permitted to be changed within six (6)
months after such designation is so made. For purposes of this Section 5.4(2)(i), a designated co-Owner shall be a
natural person, and privileges of access and use shall extend to his or ber spouse and Dependent Children and
other as above provided.

(ii} Declarant’s Access and Use.

In addition to the rights of Owners with respect to the access to and use and
enjoyment of Amenities, Declarant reserves the right, during the Deciarant Control period, to from time to time
designate individuais to have access to and use of Amenities on a basis which is equal and equivalent to that
which is enjoyed by Owners. Declarant shall designate the Amenities and such individuals by written notice to
the Board of Directors, and all such designated individuats snall either be officers, directors, or empioyees of
Deciarant or any of its affiliates, or real estate brokers and sales agents who are selling and/or listing Units within
the Devetopment. Spouses and Dependent Children of such designated individuals shall have access to and use of
the designated Amenities on an equal and equivaient basis as Owners' spouses and Dependent Children, and such
designated individuais’ puests and non-Dependent Children shall have access to and use of the designated
Amenities in accordance with such rules, regulations, and Amenity Use Charges as are from time to time
established by the Board of Directors with respect to an Owner's guest acd non-Dependent Children.

{iii)y  Guests and Children Accompanied By Owner.

Unless allowed by specific, writien rule adopted by the Board of Directors, and
subject 10 the terms thereof, all children under the age of 14 and guests of Owners and of individuais designated
by Deciarant pursuant fo this Section 5.3 shall be accompanied by an Owner or the Owner's spouses, ar by
individuals designated by Declarant in accordance herewith or their spouses, provided that a waiver of such
requirement may be made at any tune in accordance with rules and reguiations promulgated by the Board of
Directors.
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5.5 Access, Ingress and Egress; Private Roadways.

All Owners, by accepting title to property conveyed subject to this Declaration, waive all rights of
uncontrolled and uniimited access, ingress, and egress to and from such property and acknowiedge and agree that
such access, ingress, and egress will be ihmited to roads, sidewalks, walkways, and paths located within the
Development from time to time, provided that pedestrian and vehicuiar aceess to and from all such property will
be provided at all times. Subject to the right of the Declarant to dedicate any roadways within the Development
pursuant to Section 5.5(b) below, there is reserved unto the Declarant, the Association, and their respective
successors and assigns the right and privilege, but not the obligation, to mamtam guarded or electronically-
monitored gates controlling vehicular access to and from the Development, provided that access to the Property
may be granted to any person who gives reasonable evidence satisfactory to entry guards, if there are any, that
entry is with the specific permission of the Owner, or his duly authorized agent. Neither the Declarant nor the
Association will be responsible, in the exercise of its reasonable judgment, for the granting or denial of access to
the Property in accordance with the foregoing.

NEITHER THE DECLARANT NOR THE ASSOCIATION SHALL IN ANY WAY BE
CONSIDERED INSURERS OR GUARANTORS OF ANY GATE OR CONTROLLED
ACCESS TO THE PROPERTY OR SAFETY MEASURES UNDERTAKEN WITH
RESPECT THERETO BY EITHER OR BOTH OF THEM, NOR SHALL EITHER OR
BOTH BE LIABLE FOR ANY LOSS OR DAMAGE RESULTING FROM ANY FAILURE
TO PROVIDE CONTROLLED ACCESS OR SAFETY MEASURES, OR FROM
LEAVING ANY GATE OPEN, AS PERMITTED UNDER SECTION 5.5(c) BEL.OW, OR
FROM A FAILURE OR INEFFECTIVENESS OF ANY SUCIH CONTROLLED ACCESS
OR SAFETY MEASURES UNDERTAKEN BY EITHER QR BOTH OF THEM, NO
REPRESENTATION, WARRANTY OR COVENANT IS GIVEN TO ANY OWNER OR
GCCUPANT BY EITHER OR BOTH OF THE DECLARANT AND THE ASSOCIATION
THAT ANY CONTROLLED ACCESS OR SAFETY MEASURES INSTALLED OR
UNDERTAKEN CANNQOT BE BYPASSED OR COMTROMISED, OR THAT THEY
WOULD, IN FACT, AVERT DAMAGE OR LOSS RESULTING FROM THAT WHICH
THEY ARE DESIGNED TO PREVENT, AND EACH OWNER BY ACCEPTANCE OF A
DEED TG A UNIT ANE EACH OCCUPANT THEREOF SHALL INDEMNIFY AND
HOLD THE DECLARANT AND THE ASSOCIATION HARMLESS FROM ANY
DAMAGE AND COSTS AND EXPENSES, INCLUDING ATFTORNEY FEES, INCURRED
BY EITHER OR BOTH OF THEM AS A RESULT OF ANY SUCH ASSERTION OR
DETERMINATION.

(a) | Post Sign: Towing.

The Declarant, or the Association after title to any private streets and roadways has
passed to it from the Declarant, may post "no parking” signs along such private streets and roadways within the
Development where 1t, in s sole discretion, determines it to be appropriate o do so. Violators of said "no
parking"” signs are subject to having their vehicies towed away and will be required to pay the cost of such towing
and storage before their vehicle may be recovered, The act of towing said vehicles will not be deemed a trespass
or a violation of the Owners' property tights, because the Owner will be deemed to have consented o such action
by accepting the right o use the private roads and streets within ihe Development.

(b) Dedication as Public Roadways.

During the Dectarant Control Period, the Deglarant, and thereafter, the Association, shall
have the right to dedicate any portion of the roadways within the Deveiopment to the State of North Carolina or
any political subdivision thereof for the purpose of granting public access thereto and over said roadway and for
the purpose of having said political subdivision assume responsibility for maintenance of such roadways.
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Furthermore, during the Deciarant Control Peried, the Declarant, and thereafter, the Association, shal}l have the
fight to impose upon the Association the requirement of maintaining any such dedicated roadway until such time
as the roadway is brought up to standards acceptable to such public body and maintenance thereof is assumed by
such public body; provided, however, the Declarant may, in #ts sole discretion, reserve an easement over any such
public roadway to be primarily maintained by such public body for the purpose of doing additional maintenance
to said public streets and roads and to mamtam landscaping along the unpaved righis-of-way thereof, and
thereafter denominate in a Development Survey or Suppiemental Declaration that said easement will constitute a
Coemmon Area of the Development to be maintained by the Association. The Board of Directors may ievy a
Speciai Assessment against ali Owners, without the necessity of a vote pursuant to Section 11.6 hereof, in an
amount suificient to provide funds required to bring any roadway up to standargs acceptable to any public bedy
for the assumption by it of maintenance of a said roadway.

{c) Declarant's Right to Maintain Open Gate,

Notwithstanding anything herein contained to the contrary, the Declarant hereby reserves
unto itself, ifs successors and assigns, the right and option to control any gate 1o the Development and to leave the
gate in an open position for the unobstructed and uncontrolied passage of construction vehicies for persons
engaged in both infrastructure and building construction activities. The within right, if exercised, will be limited
to the hours of 6 am. to 6 p.m. and will terminate upon expiration of the Decjarant Control Pericd.

5.6 Easements over Private. Roadways.

(2)  Public and Service Vehicies.

Police, fire, water, heaith and other authorized municipal officials, employees and their
vehicles; paramedic, rescue and other emergency personnei and their vehicies and equipment; schooi bus and U.S.
Postal Service delivery drivers and their vehicles; private delivery or courier service personnel and their vehicies;
and persons providing garbage collection services within the Development and their vehicles and equipment will
each have a perpetual, non-exclusive easement for access, ingress and egress over the private roadways
constituiing a portion of the Cominon Areas, solety for the performance of their official duties.

5.7 Easements for Declarant.

During the period that the Declarant owns any of the Property for sale, the Declarant will have an
alienable and transferabie right and easement on, over, through, under, and across the Common Areas for the
purpose of constructing Improvements m and to the Units and for installing, maintaining, repairing and replacing
other improvements to the Property contemplated by this Declaration or as the Deciarant desires, m ifs sole
discretion, inciuding, without limitation, any improvements or changes permitted and described by Article 2, and
.for the purpose of doing ail things reasonably necessary and proper ih connection therewith, provided in no event
will Declarant have the obligation to do any of the foregoing,

{a} Declarani's Basements for Any Additional Property.

There is hereby reserved for the Dectarant, and ifs successors, assigns, and successors-in-
title to the Additional Propeity, for the benefit of and as an appurtenance to the Additional Property, when added
to this Declaration pursuant to Section 2.2(2), and as a burden upon the then existing Development, perpetual,
non-exciusive rights and easements for (A} pedestrian, vehicular, access, ingress, egress, parking over, across,
within, and on all private roads, sidewalks, trails, parking facilities, and lagoons, from time to time Jocated within
the Common Areas or within easements serving the Common Areas, {B) the installation, maintenance, repar,
replacement, aud use within the Common Areas, and those portions of properties encumbered pursuant to Section
5.9 for security systems and utility facilities and distribution lines, including, without limitation, drainage systems,
storm sewers, and elecirical, gas, telephone, water sewer, and master television antenna and/or cable system lines,
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and (C) drainage and discharge of surface water onto and across the then existing Deveiopment, provided that
such drainage and discharge shall not materially damage or affect the then existing Development or any
improvements iocated thereon.

5.8 Chanees in Boundaties; Additions to Common Areas.

The Declarant expressly reserves the right to change and realige the boundaries of the Common
Areas and any Units between such adjacent properties owned by the Declarant, provided that any such change or
realignment of boundaries will not materially decrease the acreage of the Common Areas and will be evidenced
by arevision of or an addition to the Deveiopment Survey which will be filed Gf Record,

5.9  Fire Breaks.

During the Declarant Control Period, the Declarant, and thereafter, the Association, shall have a
perpetuai, alienable and releasable easement and tight on and over and under any property to cut fire breaks and
other activities which in the opinion of the holder are necessary or desirable to control fires on any property, or
any improvements thereon. Entrance upon property pursuant fo the provisions of this Section 5.9 will not be
deemed a trespass.

5.10  Easements for Utilities.

There is hereby reserved for the benefit of the Declarant, the Association, and their respective
successors and assigns, the alienable, transferable, and perpetoal right and easement, as well as the power fo grant
and accept easements to and from any public authority or agency, public service distnict, public or private wtility,
or other person, upon, over, under, and across (A) all of the Common Areas in accordance with this Declaration;
(B) as shown on the Devetopment Survey; (C) as required by applicable zoning ordinance; (D) as set forth in a
Suppiemental; or {£), 1n the absence of any of the foregoing, those strips of land, ten (10") feet in width, running
adjacent to and parallel with a Unit's 1ot fines. Such applicable easements shall be for the purposes of installing,
replacing, repairing, maintaining, and using master tefevision antenna andfor cable systems, security and similar
systems, and all utilities, including, but not linnted to, storm sewers and drainage systems and electrical, gas,
telephone, water, and sewer lines. Such easements may be granted or accepted by the Dectarant, its successors or
assigns, or by the Board of Directors, provided, however, that during the Declarant Control Period and thereafter
for as iong as the Deciarant owns any of the Property primarily for the purpose of development and sale, the
Board of Directors must obtain the written approval of the Declarant prior to granting and accepting any such
easements, To the extent practical, in the Deciarant's sole discretion, all utility lines and facilities serving the
Development and iocated therein will be focated underground. By virtue of any such easement and facilities, it
will be expressiy permissible for the providing utility company or other supplier or servicer, with respect to the
portions of the Development so encumbered, (i) to erect and maintain pipes, lines, mantioles, pumps, and other
necessary equipsnent and facilities, (ii) to cut and remove any frees, bushes, or shrubbery, {jii} to grade, excavate,
or fill, or (iv} to take any other similar action reasonabie necessary to provide econemical and safe installation,
maintenance, repatr, replacement, and use of such utifities and systems,

511  Esasement for Construction and Installation of Walks, Paths, and Signs.

There is hereby reserved for the benefit of the Declarant and the Association the alienable,
transferable, and perpetual right and easement upon, over and across (a) all portions of the Commeon Areas in
which smprovements are not construcied or erected, and (b} all areas shown and noted on any Development
Survey or described in any Suppiemental Declaration for the mstallation maintenance, and use as recreational
bike, pedestrian pathways or trails ("rail system™), as well as for traffic directionai signs and related
improvements. The trail system shall not interfere with or inhibit the residential purposes of the Properties.
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{a) Easement for Use of Any Installed Path System.

The Declarant reserves for itself and the Association, a nonexciusive, perpetual casement
of ingress, egress, access and use over, across and upon any path system installed upon Rivermist deveiopment
for purposes of pedestrian and bicycle travel from outside of any Neighborhood Area and through a
Neighberhood Area to other portions of the path system meandering throughout Rivermist.

5.12  Easements for the Association.

There is hereby reserved a general right and easement for the benefit of the Association, and fo
any manager empioyed by the Association and any employees of such manager, to enter upon any Unit, or any
portion thereof in the performance of thelr respective duties. Except in the event of emergencies, this easement is
to be exercised oniy during normal business hours and then, whenever practicable, only upon advance notice to
and with permission of the Owner directly affected thereby.

5,13  General Maintenance Easement.

There is hereby reserved for the benefit of the Declarant and the Associatien an alienable,
transferable, and perpetuai right and easement to enter upon any Property subject o this Declaration for the
purpose of providing insect and reptile control, mowing, removing, clearmg, cutting, or pruning underbrush,
weeds, stumps, or other unsightly growth and removing trash, so as to maintain reasonable standards of health,
fire safety, and appearance within the Development, provided that such easements will not Impose any duty or
obligation upon the Declarant or the Association to perform any such actions, er to provide garbage or trash
removal services. Furthermore, it 18 hereby teserved for the benefit of the Declarant and the Association an
alienable, transferable, and perpetual night and easement, but not the obligation, to enter upon any snimproved
portions of 2 Umt which is located within twenty (20") feet from the water's edge of a Pond for the purpose of (A)
mowing such area and keeping the same clear and free from unsightly growth and trash, (B) mamtaining such
bodies of water, such maintenance to inciude, without limitation, the maintenance of reasonable water quality
standards, and (C) installing, constructing, repatring, repiacing, and maintaining erosion control devices, provided
that the foregoing reservation of easements will not be deemed to limit the responsibitity therefor by Owners
under Section 7.1 hereof. The costs thereof incurred as a resuit of the action or inaction of any Owner will be paid
by such Owner, and uniil paid will be a continuing lien upon the Owner's Unit.

5.i4  Environmental Easement.

There is hereby reserved for the benefit of the Declarant and the Association an alienable,
transferable, and perpetual right and easement on, over, and across all unimproved portions of properties subject
to this Declarafion for the purpose of taking any action necessary to effect compliance with environmentat rules,
regulations, and procedutes from time to time promulgated or instituted by the Board of Directors, or by any
governmenta! entity, such easement fo inctude, without limitation, the right to implement srosion control
procedures and practices, the right to drain standing water, and the right to dispense pesticides. '

5.15  Construction Setbacks.

Construction setbacks within the Deveiopment are measured by reference to front, rear and side
yard easements shown and noied on the Development Survey or otherwise provided herein. Unless otherwise
shown on ihe Development Survey, rear and front set backs for a Unit constituting a single-family ot shall be as
set forth in the applicable zoning ordinance therefor.
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516  Party Structure,
{(a) Applicability.

This Section shall apply to each wall, fence or driveway built as a part of the original
construction on Units constituting single-family fots:

{i) any part of which is built upon or straddiing the boundary Jine between two
adjoining Units, including a common fire wall between adjoining Units and common wall or fence between
adjoining Units and forming one side of each of their respective rear courtyards; or

(i) which is built within four feet of the boundary fine between adjoining single-
family lot Units, has no windows or doors, and is intended fo serve as a privacy wall for the benefit of the
adjoining Unit; or

(i)  which ofherwise serves and/or Separates two adjoining singie-family iot Units,
regardless of whether constructed wholly within the boundaries of one Unit;

and shall constitute a party wall, party fence, or party driveway, respectively {each herein referred to as "Party
Structure"). The Owners of each such Unit (the "Adjoining Owners*) shall own that portion of the Parly Structure
lying within the boundaries of their respective Units and shall have an easement for use and enjoyment and, if
needed, for support, in that portion, if any, of the Party Structure lying within the boundaries of the adjoining
Unit.

§2)] Joint and Equai Obligations of Maintenance, Repair and Repiacement.

In the event of required maintenance, repair as a resuit of damage, or repfacerment
because of destruction of a Party Structure from any causes, other than the negligence of an Adjoining Owner, the
Adjoining Owrers of the subject Party Structure shall, at joint and equal expense, maintain, repair and rebuild the
Party Structure. Required repair or rebuilding of a damaged or destroyed Party Structure shall be ihe same size
and of the same or similar material and of like quality as the Party Structure initially constructed, situate generally
in the original location on the common property line between adjoining singie-family lot Units, all pursuant to
applicable governmental reguiation and permits. Each such Adjoming Owner, their respective heirs, successors,
and assigns, shall have the right to the use of the Party Structure so repaired or rebuilt. The Adjoining Owners
shall undertake repairs and reconstruction of the Party Structure wherever a condition exists which may result in
damage or injury to person or property if repair or reconstruction work is not undertaken. Either Adjoining
Owmner, upon discovering the possibility of damage or destruction, shall notify the other Adjoining Owner of the
nature of the damage, the work required to remedy the situation, and the estimated cost of the repair or
reconstruction. The other Adjoining Owner shall then have twenty (20) days from the receipt of the notice either
to object to the repairs or reconstruction ot to pay such noticed Adjoining Owner's share of the cost of the work.
Howevet, in the event of an emergency (i.e., a condition that is immediately threatening to the safety of persons or
property), the Adjoining Owner giving such notice may undertake without consent only such work as shall abate
the emergency, and the noticed Adjoimning Owner shall then have five (5) days from receipt of the notice, which
notice shall state with particularity the nature and extent of the existing emergency and the immediate actions
taken or 1o be taken fo abate the emergency and what further work, if any, is required for full repair and
restoration, after which the noticed Adjoining Owner shall pay its share of the emergency abatement costs, and
within the twenty (20) days above provided, shall either object to the further repair or reconstruction work or pay
the noticed Adjoining Owner's share of the cost of such further work. The failure of the Adjoining Owner
receving such notice to object 1 writing to the Adjoining Owner sending such notice within the period of time
provided shall be deemed to constitute such noticed Adjoining Owner's acceptance. In tae event the Adjoining
Owner recelving such notice objects in writing to such work to be done within the period of time provided, either
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Adjoming Owner may initiate resolution of such disputed repair or reconstruction pursuant to the terms and
conditions of Articls i4.

{c) Damage or Destruction Caused By Negligence,

If either Adjoining Owner's negligence, which 1s deemed {o include the negligence of
such Adjoining Owner's family, tenant, guest or invitee, shall cause damage to or destruction of the Party
Structure, the negligent Adjoinmg Owner shall bear the entire cost of repair or reconstruction.

(dy Failure to Pay Share of Expenses.

If an Adjeining Owner shall neglect or refuse to pay such Adjoining Owner's share, or all
of the cost in the case of negligence, arising from the repair or reconstruction of the Party Structure in accordance
with Section 5.16(b), the other Adjoining Owner may, but shall not be required to, vndertaice such repair or
reconstruction and to pay the share of the cost and expense of the Adjoining Owner neglectlng or refising to so
pay, which amount thereof shall constitute a "Shared Cost Assessment” collectable in accordance with Section
5.16(h) and subject to lien therein provided.

e) Decision Not to Rebuild.

Any pottion of the Party Structure which is damaged or destroyed must be repaired or
repiaced promptly by the Cwners unless:

(i} Repair or repiacement would be illegal under any law, statute or ordinance
governing health and safety; or

(i) The Adjoining Owners agree unanimously, In writing, not to repar and
reconstruct the damaged or destroyed Party Structure, and the ARC consents to such decision in writing.

D Disputes Generally.

~ All disputes between the Adjoining Owners shall be resolved pursuant to the provisions
of Articie 13.

() Adjoining Owners' Easemenis.

(i} Access,

Each Adjoining Owner, and their respective guests, invitees, successors and
assigns shall have a non-exclusive, perpetual easement of access, ingress and egress on, over and across any Party
Structure designed for access, ingress and egress, such as shared driveways and walkways,

{ii} Maintenance, Repair and Construction Easement,

There shall exist for the benefit of each Adjoining Owner, and their respeciive
guests, invitees, successors and assigus a perpetual easernent for access, ingress and egress on, over and across
such portions of the other Adjoining Owner's Unit reasonably necessary or desirable for the construction, repair,
maintenance and replacement of the Party Structure. With respect to the whoie or any portion of a Party Structure
located upon an Adjoining Owner's Unif, an Adjoining Owner shall have an encroachment easement upon the
other Adjoining Owner's Unit pursuant to Section 5.16(g)(ili). This construction, repair, maintenance and
repacement easement shall include the right to temporarily alter, obstruct and/or block off portions of the Party
Structure during construction or repair in order to aveid injury to persons or damage to property. However, in
every case of alteration, obstruction or blocking, the said Adjoining Owner exercising such right shall provide, if
possible, reasonable alternative means of use and access around the affected area to allow access to and the
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continued use and enjoyment thereof by persons entitled 1o such use and enjoyment. All such constraction, repair,
maintenance and replacement shall be undertaken and completed in accordance with applicable governmentai
reguiations and permits therefor.

(iii)  Encroachment BEasements and Eicenses,

There shall exist for the benefit of each Adjoining Owner an exclusive perpetual
encroachment easement and lcense on and across such portions of the Party Structure reasonably necessary or
desirable, fo perform any maintenance, repair, reconsiruction or repiacement of the Party Structure, being
generally along the common property line between the Adjoining Owner's Units. There shall aiso exist for the
penefit of each Adjoining Owner an encreachment easement and license to physically attach to the Party Structure
any portion of its improvements attached in the original construction or required or desirable for support. Such
encroachinent easements and licenses shall include the right (but not the duty) to mstall, use, repiace and maintain
utility lines and facilities under and beneath such propetrhies, mciuding without limitation pipes and lines for
water, eleciricity, telephone and cable television, all subject to the reasonable right of the respective Adjoining
Cwners to designate the actual location of any such utility easernents encumbering their respective Units.

{(h) Shared Cost Assessments for Joint Structures.

{i) Creation of Lien and Personai Obligation for Shared Cost Assessments.

Bach Adjoining Owner hereby covenanis to pay 1ts share of the costs and
expenses of mamtenance, tepair and reconstruction of the Party Structure required pursuant to Section 5.16(b).
Any such shared cost or expense remaming unpaid following five {5) days wriiten demand therefor shall
censtitute a "Shared Cost Assessment™, Any Shared Cost Assessment remamning unpaid for & period of thirty (30}
days or longer shall constitute a fien on the Adjoining Owner's Unit when a claim of lien is filed of record in the
office of the Clerk of Superior Court for Brunswick County, North Carolina. A claim of lien shall set forth the
name and address of the Adjoining Owner filing the lien, the name of the delinquent record holder of the
adjoining Unit at the time the claim of lien is filed, a description of the Unit and the amount of the lien claimed,
Such lien may be enforced by judicial foreciosure by the other Adjoining Owner in the same manner in which
mortgages on real property may be foreciosed in the State of North Carolina. Proceedings to enforce the iien
must be instituted within three (3} years after the docketing of the claim of lien in the office of the Clerk of
Superior Court in Brunswick County, North Carolina or the lien for unpaid Shared Cost Assessments will be
extinguished. In any such foreclosure, the delinquent Adjoinimg Owner shall be required to pay the costs and
expenses of such proceeding (including reasonable attorneys’ fees) and such costs and expenses shall be secured
by tie lien being foreciosed. The delinquent Adjoining Owner shall also be required to pay any Shared Cost
Assessments against the Adjoining Owner’s Unit which shall become due during the period of foreciosure, and all
such Shared Cost Assessments shall be secured by the Hen being foreclosed. The Adjoining Owner holding such
lien shall have the right and power to bid in at any foreclosure sale, and to thereafter hold, iease, mortgage, or,
convey the subject Unit. Each such Shared Cost Assessment, fogether with such interest, costs and reasonable
aftorney’s fees shall be the personal obligation of the person who was the delinguent Adjoining Owner at the time
when the Shared Cost Assessment fell due and aiso of any subsequent Adjoining Owner of the liened Unit;
provided, however, that no Adjoiming Owner acquinng title to the liened Unit at a foreclosure saie, or conveyance
in Heu of forectosure, of any mortgage, his successors and asstgns, shall have any personai obligation with respect
to the portion of any Shared Cost Assessments {together with late charges, interest, fees and costs of collection)
related to such Unit, the lien for which is subordinate to the len of the mortgage being foreciosed, as provided in
Section 5.16(h){(iv).

(i) Assumption of Obligation by Transferee.

The personal obligation of the Adjoining Owner fo pay a Shared Cost
Assessment shall remain his personal obligation notwithstanding the fact that any successor 1n title assumes such
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personal obligation. Furthermore, such prior Adjoining Owner and his successor in titie who asswines such
liabilities shall be jointly and severally liable with respect thereto, notwithstanding any agreement between such
prior Adjeining Owner and his successor in title creating the refationship of principal and surety as between
themseives, other than one by virtue of which such prior Adjoining Owner and his successor in title would
otherwise be jointly and severally liable to pay such amounts.

(iiiy  Miscellaneous.

An Adjoining Owner may bring legal action against the defauiting Adjoining
Owner personally obligated to pay a Shared Cost Assessment or foreclose its lien against the defaniting Adjoining
Owner's Unit or pursue both such courses at the same time or successively. Adjoining Owners are deemed to
have, to the fullest extent permitted by iaw, waived the right to assert any statute providing appraisal rights which
may reduce any defl iciency judgment obtained against a defaulting Adjoining Owner in the event of such
foreclosure, and further waive all benéfits that might accrue to an Adjoining Owner by v1rtue of any present or
fiiure homestead exemption or iaw exempting a Unit or portion thereof from sale.

(ivy  Subordination of the Charges and Liens.

{(A)  The lien and permanent charge for the Shared Cost Assessments
{together with late charges, interest, fees and cost of collection) authorized herein with respect to a Unit 18 hereby
made subordinate to liens and encumbrances (specifically meiuding, but not limited to, a Mortgage on the Unit)
recorded before the docketing of the claim of lien in the office of the Clerk of Superior Court, and (i1) liens for
real estate taxes and other governmental assessments and charges against the Umit. Sale or transfer of a Unit shall
not affect the lien of the Shared Cost Assessments. However, where the holder of a Mortgage, or other purchaser
of a Unit obtains title thereto as a result of foreciosure of a Mortgage, such purchaser and its heirs, successars, and
assigns, shall not be liable for the Shared Cost Assessments against such Unit which became due prior to the
acquisition of title to such Unit by such purchaser. In the event of co-ownership of the Unit against which the
Shared Cost Assessments arises, all of such co-Cwners will be jointly and severally liable for the entire amount of
such Shared Cost Assessments.

(B) Such subordination is merely a subordination and shall not relieve the
Unit’s Adjoining Owner of his personat obligation to pay all Shared Cost Assessments coming due at a time when
he is the Adjoining Owner; shall not relieve such Unit from the lien and permanent charge provided for herein
{except as to the extent the subordinated fien and penmanent charge is extinguished by foreclosure or deed in lieu
thereo); and no saie or transfer of such Unit to the Morigagee or to any other person pursuant to a foreclosure
sale, or deed in Heu thereof, shall relieve any previous Adjoining Owner from liability for any Shared Cost
Assessment coming due before such sale or transfer.

5.17  Irngation Wells and Pumps.

There 15 hereby reserved for the benefit of the Association, for the purpose of irrigating any
portions of the Development, an alienable, iransferable, and perpetual right and easement (a) to pump water from
lagoons, ponds, and other bodies of water iocated within the Development, and (b) to drill, instali, iocate,
maintain, and use wells and pumps within the Common Areas. Unit Owners shall not draw water from a Pond.

5.18  Easements Deemed Granted and Reserved.

All conveyances of a Unit hereunder, whether by the Declarant or otherwise, will be deemed to
have granted and reserved, as the context will require, all easements set forth in this Declaration, inciuding, but
not lunited to, those set forth in this Article 5.
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5.19  No Partition.

There will be no judicial partition of the Development or any part thereof, nor wiil any person
acquiring any interest in the Development or any part thereof seek any such judicial parbition unless the
Deveiopment has been removed from the provisions of this Declaration.

ARTICLE 6

MEMBERSHIP

6.1 Membership.

Every Owner, inciuding the Declarant, of a Umt will be a Member of the Association.
Ownership of a Unit will be the sole qualification for such membership. In the event that fee title fo a Unit is
transferred or otherwise conveyed, the membership in the Association which is appurtenant thereto will
automatically pass to such fransferee, notwithstanding any failure of the transferor to endorse to his transferee any
certificates or other evidences of such membership. The foregoing is not intended to inctude Mortgagees or any
other persons who hold an interest merely as security for the performance of an obligation, and the giving of a
security interest will not terminate or otherwise affect an Owner's membership in the Association.

6.2  Voting Rights.
The Association will have two (2) classes of voting memberships, which are as follows:
{a) Class A,

Class A Members will be Owners (inciuding the Declarant) of Units. A Class A Member
will be entitled to one (1) vote for each Unit owned.

(b) Class B.

The Class B Member will be the Deciarant or s designated assign. The Class B Member
will be entitled to three {3} votes for each vote held by Class A Members, plus one (1) vote during the Declarant
Control Period. Thereafier, the Class B Member will exercise voies only as o its Class A Memberships.

Payment of Special Assessments or Emergency Special Assessments will not entifle Class A Members to
additional votes. Only those Members in good standing and eligible to vote pursuant to the Bylaws shall be
entitled to cast any voie required or permitted hereunder, and only the votes of Members in good standing and
eligible to vote shall be considered in any calcuiation of votes of any required percentage thereof.

{c) Creation of Additional Menbership Classes.

The Declarant may create additional classes of Members for any Additional Property
added to this Deciaration pursuant to Section 2.2, and may amend the Arficies of Incorporation without the
consent, vole or approval of the Members or the Board in order fo establish such additional membership
categories pursuant to {he North Carolina Nonprofit Corporation Act.

@ Voting By Multiple Ownets.

When any Unit of a Class A Member of the Association is owned Of Record in the name
of two or more persons, other than husband and wife {either of whose vote will bind both), by an entity, or in any
other manner of joint or common ownership, the Owner who is present at said meeting of the Association is
entitled to vote on behalf of such Unit. If more than one Owner is present at an Association meeting, the vote for
such Unit will be exercised as such co-Owners determine among themselves and advise the Secretary of the
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Association 1 writing prior to any meeting; or the vote will be exercised by such co-Owner, or his duly appointed
proxy, as will be designated in a writing by all co-Owners filed Of Record, a copy of which will be delivered to
the Secretary of the Association and will remain effective for all meetings until revoked by the co-Owners in a
similar writing or until such designation terminates pursuant io the terms of such writing.

6.3 Association Governance by Board.

A Board of Directors consisting of three (3} or five (5} members will govern the Association.
Initially, during the Declarant Control Period, the Board will consist of three (3) members appointed by the
Deciarant, and followmng expiration of the Declarant Control Period, the Board will consist of five {3) members
elected as provided in the Bylaws of the Association,

6.4 Meetings and Membership Yoiing.

Except as otherwise provided in this Declaration, ruies and procedures of the Association,
including, but not limited 1o, conducting elections, meetings (both reguiar and special), and for casting of votes by
members, and the number thereof required for quorums and approval or ratification, shall be as set forth in the
Bylaws.

ARTICLE Y

MAINTENANCE

7.1 Responsibilities of Owners.

Unless specifically identified herein as the responsibility of the Association, all mamtenance and
repair of Units, together with all other improvements thereon or therein and all lawns, landscaping, and grounds
on and within such property will be the respensibility of the Owner thereof. Each Owner will be responsible for
matntatning his or its property in a neat, clean, and sanitary condition, and such responsibility will inciude the
maintenance and care of all exterior surfaces of all Unit dwellings, buildings, and other structures and all lawns,
irees, shrubs, hedges, grass, and other tandscaping. Except as provided in Section 7.2 hereof, each Cwner witl
alse be obligated to pay for the costs incurred by the Association for repairing, replacing, maintaining, or cleaning
any item which is the responsibility of such Owner, but which responsibility such Owner fails or refuses to
discharge. Such costs and expenses, inctuding reasonable costs and expenses of collection and such fines as may
be established by the Association, from time to time, to reimburss the Association for the administrative costs
incurred thereby, or otherwise, will be a Specific Assessment under Section 11.9. No Owner will (i) decorate,
change, or otherwise alter the appearance of any portion of the extetior of a Unit dwelling, building or other
structure, or the landscaping, grounds, or other improvements within his or its property uniess such decoration,
change, or alteration 15 first approved, in writing, by the ARC, or (ii) do any work which, in the reasonabie
opinion of the Board of Directors, would jeopardize the soundness and safety of the Development, reduce the
value thereof, or impair any easement or hereditament thereto, without in every such case obtaining the written
approval of the Board of Directors, and the Owners and Mortgagees of property directly affected thereby or
benefiting from such easement or hereditament.

{(a) Holiday Decorations.

Notwithstanding the foregoing, the ARC may adopl specific guidelines of terms,
conditions and standards for decorations which may be placed upon the exterior of a Unit dwelling, building or
the grounds thereof during a holiday season. The ARC may limit the application of such holiday decorating
guidelines to generally recognized holidays that the ARC, in its sole discretion, deems to recognize in such
guidelines: may limit the authorized placement of decorations to a specified period of time, before which and after
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which no such decoration shall be permitted; and may limit by size, color, composition, and construction material
the types of decorations that will be allowed in accordance with such published guidelines.

72 Association's Responsibility.

{a} General.

Except as may be heren otherwise specifically provided, the Association will maintain
and keep ie good repair all portions of the Common Areas and any easement area encumbering properties of
Owners for which the Association Is responsible under this Deciaration, inciuding responsibility prior to transfer
to the Association 11 accordance with Section 2.4, or under any Suppliementai Declaration, which responsibility
will include the maintenance, repar, and repiacement of (a) all drainage Storm Water Management Systems not
under governmental authority and responsibility or under expressly specified care and maintenance of a
Neighborhood Association, (b) all walks, paths, landscaped areas, and other improvements sifuated within the
Common Areas or easements, (c) security systems and utility lines, pipes, plumbing, wires, conduits, and related
systems which are a part of its said properties and which are not mamtained by a public authority, public service
district, public or private utility, or other person, (d) and all tawns, trees, shrubs, hedges, grass, and other
landscaping sitvated within or upon its said properiies or easement areas. The Association will not be liable for
injury or damage o any person or property {i) caused by the elements or by any Owner or any other person, (ii)
resutting from any rain or other surface water which may leak or flow from any portion of its properties, or (iif)
caused by any pipe, plumbing, drain, conduit, appliance, equipment, security system, or utility line or facility, the
responsibility for the maintenance of which is that of the Association, becoming out of repair. Nor will the
Association be liable to any Owner for ioss or damage, by theft or otherwise, of any propérty of such Owner
which may be stored in or upon any portion of its properties or any other portion of the Property. No diminution
or abatement of Assessments will be cialmed or allowed by reason of any alleged fatlure of the Association to
fake some action or to perform some function required to be taken or performed by the repairs which are the
responsibility of the Association, or from any action taken by the Association to comply with any [aw, ordinance,
or with any order or directive of any municipal or other governmental authority, the obligation to pay such
Assessments being a separate and independent covenant on the part of each Owner.

{2 Work In Behalf of Owners.

In the event that the Declarant or the Board of Directors determines that: (A) any Owner
or Occupant has failed or refusea to discharge properly his or its obligations with regard to the mainfenance,
cleaning, repair, or repiacement of items for which he or it is responsible hereunder, or (B) that the need for
maintenance, cleaning, repair, or replacement which is the responsibility of the Association hereunder is caused
through the willful or negligent act of an Owner or Occupant, and is not covered or paid for by insurance in whoie
or in part, then, in either event, the Declarant or the Association, except in the event of an emergency situation,
may give such Owner written notice 1n accordance with Section 14.16 of the Declarants or fhe Association's
intent to provide such necessary maintenance, cicaning, repair, or repiacement, at the sole cost and expense of -
such Owner, and setting forth with reasonable particuiarity the maintenance, cleaning, repairs, or replacement
deemed necessary. Except in the event of emergency situations, such Owner will have fifteen (15) days within
which to compiete the same in a good and workmanlike manner, or in the event that such maintenance, cleaning,
repair, or replacement Is not capable of completion within said fificen 15)-day period, to commence said
mainienance, cleaning, repair, or replacement and diligently proceed to compiete the same in a good and
workmaniike manner.. In the event of emergency sitvations or the failure of any QOwner 1o comply with the
provisions hereof after such notice, the Declarant or the Association may provide (but will not have the obligation
to so provide} any such maintenance, cleaning, repair, or replacement at the sole cost and expense of such Owner
and said cost will be added to and become a part of the Assessment to which such Owner and his property is
subject and will become a lien against such property. Tn the event that the Declarant undertakes such
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maintenance, cleaning, repair, or replacement, the Association will promptly reimburse the Declarant for the
Declarant's costs and expenses.

(¢ Work In Behalf of Neighborhood Association,

In the event that the Deciarant or the Board of Directors defermines thai: (A) any
Neighborhood Association has failed or refused to discharge properly s obligations with regard to the
maintenance, cleaning, repair, or replacement of items for which he or it is responsible hereunder, or (B) has
failed or refused to maintain, ciean, repair or replace the common elements of such NMeighborhood Association
under its separate Neighborhood Deciaration, in either event, the Declarant or the Assoctation, except in the event
of an emergency situation, may give such Neighborhood Association wititen notice in accordance with Sechion
1416 of the Deciarant's or the Association's mfent to provide such necessary maintenance, cleaning, repair, or
replacement, af the sole cost and expense of the Owners within such Neighborhood Area for which the
Neighborhood Association is responsible, and setting forth with reasonable particularity the maintenasnce,
cleaning, repairs, or replacement deemed necessary, Except in the event of emergency situations, the
Neighborhcod Association will have fifteen (15) days within which to complete the same in a good and
workmankike manner, or in the event that such maintenance, cleaning, repair, or replacement is not capable of
compietion within said fifteen {15)-day period, to commence said maintenance, cieaning, repair, or replacement
and diligently proceed to complete the same 1 a good and workinanlike manner. In the event of emergency
situations or the failure of the Neighborhood Assoctation to comply with the provisions hereof after such notice,
the Declarant or the Association may provide {(but will not have the obligation to so provide) any such
maintenance, cieaning, repair, or replacement at the sole cost and expense of all Owners of such Neighborhood
Assoctation and said cost will be assessed against such Owners as a Specific Assessment under Section 11.9
below, and will become a lien against such Owner's Unit within the Neighborhood Association.. [n the event that
the Deciarant undertakes such maintenance, cleaning, reparr, or replacement, the Association will prompily
reimburse the Declarant for the Declarant's costs and expenses.

ARTICLE 8

INSURANCE AND CASUALTY LOSSES

8.1 {nsurance.

(a) Association's Property Insurance.

The Beard of Directors wili have the authority to obtain and continue in effect adequate
property insurance, in such form as the Board deems appropriate, for the benefit of the Asscciation. Such
coverage will insure all insurable tmprovements in and to the Comimon Areas against loss or damage by fire or
other hazards, including, without lbmitation, extended coverage, flood, vandalism, and malicious mischief, such
coverage to be in an amount sufficient to cover, after application of any deductibies, not Jess than eighty percent
(80%) of the replacement cost of the insured property at the time the insurance is purchased and at each renewal
date, exclusive of land, excavations, foundabons, and other itermns normally excluded from property policies. If
adequate property insurance can not be obtained at reasonable rates, the Board of Directors shall promptly cause
notice of that fact to be hand delivered or mailed first class, postage prepaid, to all Owners.

(b Association's Liability Insurance,

The Board will have the authority to and will obtain and centinue in effest a public
liability policy covering all the Commeon Areas and all damage or injury caused by the megligence of the
Association, its Members, its directors and officers, or any of its agents. Such public liability policy will provide
such coverages as are determined to be necessary by the Board of Directors. If adequate Ijability insurance can not
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be obtained at reasonable rates, the Board of Directors shall promptiy cause notice of that fact to be hand
delivered or matiled first ciass, postage prepaid, to ali Owners.

(©) Fidelity Bonds.

The Asscciation will obtamn, mamtain and pay the premiums, as a Common Expense,
upon a blanket fidelity bong for all officers, directors, trustees and empioyees of the Association and all other
persons handiing or responsible for funds belonging to or admunistered by the Association, meluding any
professional management company assisting with the administration of the Association. The total amount of the
fidelity bond coverage required will be based upon the best business judgment of the Board of Directors. Fidelity
bonds will meet the following requirements: the Association will be named as an obligee; the bonds will contain
waivers of all defenses based upon the exclusion of persons serving without compensation from the definition of
"employees” or sunilar ferms or expressions; and the bond will provide that it may not be canceled or
substantially modified (inciuding cancellation for nonpayment of a premium) without at jeast ten (10) days prior
writien notice fo the Association and each Mortgagee listed as a scheduled holder of a first Mortgage in the
fidelity bond.

{d) Association’s Other Insurance.

The Board will have the authority and may obtain {A) workers' compensation insurance
to the extent necessary to comply with any applicable Jaws and (B) other types and amounts of insurance as may
be determined by the Board to be necessary or desirable, inciuding, but not limited to, fidelity and directors’ and
officers' liability coverage.

{e} Association’s Pelicies.

All such insurance coverage obtained by the Board of Directors will be wriiten in the
name of the Associaiton as trustee for eacn of the Owners to the extent of his insurable interest and costs of all
such coverage will be a Common Expense. Exclusive authority to adjust losses under policies obtained by the
Association and hereafter in force with respect 0 the Development will be vested in the Board of Directors;
provided, however, that no Mortgagee or other security holder of the Common Areas having an interest in such
losses may be prohibited from participating m the settlement negotiations, if any, related thereto. Imsofar as
permitted by law, the Association will be required to make every effort to secure insurance policies with the
provisions hereinafter set forth:

(1) All policies will be written with a company licensed to do business in North
Carolina holding a rating of A+ in a financial category of 10, or a better rating and financial category, as
established by Best's Insurance Reports, if such a company is available or, if not available, its equivalent rating or
the best possibie rating.

{i) All property insurance policies will be for the benefit of the Owners and their
Mortgagees as their inferests may appear.

(iiiy  All policies will contain a waiver of the insurer's right 1o cancel without first
giving thirty (30) gays' prior written notice of such cancellation to the Association and o any Mortgagee to which
a imortgagee endorsement has been issued.

(iv) In re event will the insurance coverage obtained and maimtained by the
Association’s Board of Directors hereunder be brought into contribution with insurance purchased by individuat
Owners or their Mortgagees, and all policies will contain a provision that the "other insurance" clauses in such
policies exclude from consideration policies obtained by individual Owners or their Mortgagees.
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(v) All policies will contain a waiver of subrogation by the insurer as to any claims
against the Association, the Association’s directors and officers, the Owners, Occupants, the Association's
manager and any Owner or member of the Owner's household.

(vi) Al policies will contain a provision that no policy may be cancelled, invalidated,
ot suspended on account of the conduct of one or more of the individual Owners or Occupants on account of the
acis of any director, officer, empioyee, or agent of the Association or of its manager, without prior demand in
writing to cure the defect and the allowance of 2 reasonable time thereafter within which the defect may be cured,
said time to be at least thirty (30) days. All written demands shali be delivered to the Association and to each
Owner and each mortgagee or beneficiary under a deed of trust to whom certificates or memoranda of insurance
have been issued, at their respeciive last known address.

(vil)  All liability insurance will contain cross-liability endorsements to cover liability
of the Agsociation to an individual Owner.

{villy Al policies will contain a provision that no act er omission by an Owner, vnless
acting within the scope of the Owner's authority on behalf of the Association, will preclude recovery under the
policy.

(ix)  All policies will contain a provision that the insurer isswe certificaies or
memoranda of insurance to the Asscciation and, upen writlen request, to any (ot owner, morigagee, or beneficiary
under a deed of trust; provided further, however, 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 lot
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.

D Owner's Insurance.

It wilt be the individual responsibility of each Owner at his own expense and election fo
provide public liability, property damage, title, and other insurance with respect to bis or its own Umt. The Board
of Directors may require all Owners to carry public liability and property damage insurance with respect to their
respective properties and to furnish copies or certificates thereof to the Association,

3.2 DPamage or Destraction to Common Areas.

Immediately after damage or destruction by fire or other casuaity to all or any part of the
Common Areas covered by msurance wntten n the naine of the Association, the Board of Directors or its duly
authorized agent wiil proceed with the filing and adjustment of all claims arising under such insurance, and, in
any such event, the Board will obtain reliable and detailed estimates of the cost of repair or reconstruction of the
damaged or destroyed property. Repair or reconstruction, as used in this (¢), means repairing or restoring the
damaged property substantially to the same condition in which it existed prior to the fire or other casualty. Unless
within sbcty (60) days following any damage or destruction to all or a part of the Conunon Areas, Declarant, for
o long as Declarant owns any of the Property primarily for development or sale, and the Board acting on the vote
of eigity percent (80%) or more of the votes of the entire Association, including one hundred percent (100%) of
the Owners assigned exclusive use of any Limited Common Area not to be. rebuilt, by Referendum or at a duly
held meeting of Members (which percentage will also constitute the quorumn required for any such meeting), will
otherwise agree, the Association will restore or repiace such damaged improvements. If any insurance proceeds
for such dammage or destruction are not sufficient to defray the cost thereof, including any amount attributable to
Association’s insurance deductible, and such deficiency cannot be appropriated from a reserve fund as may have
been established for such purpose, the Beard of Directors may levy a Special Assessment against all Owners,
without {he necessity of a vote pursuant to Section 11.6 hereof, such Special Assessment to be in an amount
sufficient to provide funds to pay such excess cost or repair or reconstruction. Such a Special Assessment will be
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tevied agamst the Owners equally in the same manner as Annual Assessments are levied, and additional Special
Assessments may be made at any time during or fellowing the completion of any repair or reconstruction. If it is
determined that the damage or destruction for which the insurance proceeds are paid will not be repaired or
reconstructed, such proceeas will be used to restore the damaged or destroyed Common Areas to a condition
compatible with the remainder of the subdivision. Any remaining insurance proceeds will be distributed to the
Owners or Henholders, as their inferests may appear, in proportion 1o the commoen expense liabitities of all Units.

83 Damage or Destruction to Owners' Propetties.

in the event of damage or destruction by fire or other casuaity to any property subject to this
Dectaration, or the impravements thereon, and in the further event that the Owner responsible for the repair and
replacement of such property elects not to repair or rebuild, such Owner will promptly clear away the ruins and
devrig of any damaged improvements or vegeiation and leave such propetty in a ciean, orderly, safe, and sightly
condition. Should such Owner elect to repair or rebuild such property or other smprovements thereen, such
Owner will repair or rebuild substantially to the same condition as existed prior to such fire or other casualty and
in accordance with all applicable standards, resirictions, and provision of this Declaration (inchuding, without
timitation, the procedures and architectural guidelines under Article 3) and all applicable zoning, subdivision,
building, andg other governmental regulations. All such work or repair or construction will be commenced
promptly following such danage or destruction and will be carried through diligently to conclusion.

84 Damage or Destruction to Common Areas by Owners.

If an Owner is responsible for damage inflicted on any Common Area, the Association may direct
such Owner fo repair such damage, or the Association may itself cause the repairs to be made and recover the
amount from the Owner.

8.5 Damage to an Owner’s Lot by Association.

If damage is inflicted on any Unit by an agent of the Association in the scope of the agent's
activities as such agent, the Association is liable to repair such damage or to reimburse the Owner for the cost of
repairing such damages. The Association shall aise be liable for any losses to the Owner.

8.6 Hearing Procedure Following Damage or Destruction.

When a ciaim arising under Sections 8.4 or 8.5 is less than or equal to $4,000 or the then current
jurisdictional amount for smali claims pursuant to NL.C. Gen. Stat. 47F-3-107, the aggrieved party may request
that a hearing be held before an adjudicatory panel appointed by the Board of Directors to determine if an Owner
is responsible for damages to any Common Area or if the Association is responsible for damages to & Unit. The
adjudicatory panel may assess liability for the damage incurred by the aggrieved party. If the amount of damage
is found o be more than the current jurisdictional amount for small ciaims, liability of any Owner or the
Association shall be determined as otherwise provided by iaw. -

' (a) I the party charged is assessed an amount pursuant to this Section, said amount will be
due within thirty (30} days of receipt of the antount assessed.

{&) Any assessment payable by an Owner remaining unpaid for thirty (30} days, together
with stmple interest at a rate established from time to time by the Board of Directors, not to exceed eighteen
(18%} per annum, will be an equitabie charge and a continuing lien when a claim of lien 1s filed of record in the
office of the Clerk of Superior Court in Brunswick County, North Carolina. A claim of lien shall set forth the
name and address of the Association, the name of the record QOwner of the Unit at the tume of the claim of lien is
filed, a description of the Unit and the amount of the lien claimed. A lien for unpaid assessments for damages by
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an Owner is extinguished uniess proceedings to enforce the lien are instituted within three years after the
docketing of the clalm of Hen in the office of the Clerk of Superior Court in Brunswick County, Norih Carelina,

() A judgment, decree, or order in any action brought under this Section shall include costs
and reasonable attorney's fees of enforcement and collection for the prevailing party.

(d) In addition, any liabilities of the Association determined by the adjudicatory Panet in the
irearing pursuant to Section 8.6(e)(ii) beiow or as otherwise provided by law may be offset by the Owner against
sums owing to the Association and if so offset, shall reduce the amount of any Lien of the Association against the
Unit at issue.

(e) Procedure. In the event an apgrieved party requesis that an Owner or the Association be
brought before an adjudicatory Panel, the following procedures shall control,

{1 Notice. If an aggrieved party requests a hearing pursuant to this Section 9.6, then
the Board shall provide the party charged with twenty (20) days notice of the time and piace of the hearing and
the damage alleged.

(i Hearing. All hearings under this Section 9.6 will be held before an adjudicatory
panel appointed by the Board, or if no adjudicatory panel 1s appointed, the hearing will be before the Board itself
sitting as the adjudicatory panel. The party charged wiil be afforded an opportunity to be heard and to present
witnesses and written notice of the decision.

ARTICIE 9

CONDEMNATION

9.1 Condemnation of Common Areas.

Whenever alt or any part of the Common Areas of the Development will be taken by any
authiority having the power of condemmation or emunent domain, or is conveyed 1n lieu thereof by the Board
acting on the affirmative vote of seventy-five percent (75%) or more of the votes of the entire Association, by
Referendum or at a duly held meeting of Members, which percentage will aiso constitute tiie quorum required for
any such meeting, and following written approval by the Declarant for so jong as the Declarant owns any of the
Property primarily for developiment or sale, the award or proceeds made or collected for such taking or sale in lieu
thereof will be payable to the Assoctation and will be disbursed or held as follows:

{a) Comrmon Areas With fmprovements.

If the taking or sale in lieu thereof invoives a poriion of the Common Areas on which
improvements have been constructed, then, unless within sixty {60) days afier sueh taking the Deciarant, for so
fong as the Declarant owns any of the Property primarily for development or sale, and the Board, acting on the
vote of seventy-five percent (75%) or more of the votes of the entire Association, by Referendum or at a duly held
meeting of Members (which percentage will also constitute the quorum requived for any such meeting), will
otherwise agree, the Association will restore or replace such improvements so taken, o the extent practicable, on
the remaming lands nciuded in the Common Areas which are available therefore, in accordance with the pians
approved by the Board of Directors, the ARC, and by Declarant during the Declarant Control Period. [f the
awards or proceeds are not sufficient to defray the cost of such repair and replacement and such deficiency cannot
be appropriated from a reserve fund as may have peen established for such purpose, the Board of Directors may
fevy a Special Assessment against all Owners, without the necessity of a vote pursuant to Section 11.3, such
Speciai Assessment to be in an amount sufficient fo provide funds to pay such excess cost or repair or
reconstruction. Such a Special Assessment will be tevied against the Owners equally in the same manner as
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Annual Assessments are levied, and additional Speciat Assessments may be made at any time during or following
the completion of any repair or reconstruction. If such improvements are not to be repaired or restored, the award
or proceeds will be retained by and for the benefit of the Association.

(b) Common Areas Without Improvemenis.

If the taking or saie in lieu thereof does not involve any improvements to the Common
Areas, or if there are net funds remaming after any such restoration or replacement of such improvements is
completed, then such award, proceeds, or net funds will be retained by and for the benefit of the Association.

(c) Including Owner's Property.

If the taking or saie in lieu thereof includes all or any past of an Owner's property and
also tncludes any part of the Common Areas, then a court of competent jurisdiction will apportion such award or
proceeds and such award or proceeds will be disbursed to the Asseciation and the Owners so affected so as to
give Just compensation 1o the Owners for their interest in such property; provided, however, such apportionment
may nstead be resolved by the agreemert of {A) the Board of Directors, (B} the Owners of all properties wholly
or pattsally taken or sold, together with the Mortgagees for each such property, and (C) the Declarant, for so long
as the Deciarant owns any of the Property primarily for deveiopment or sale.

9.2 Condemnation of Owners' Properties.

{a) Election Not To Restore.

In the event that all or any part of a property subject to this Declaration, or any
improvements thereon is taken by any authorily havmg the power of condemnation or eminent domain, or is
conveyed in lieu thereof, and in the further event that the Owner thereof elects not to restore the remainder of such
property, then the Owner making such election will promptiy clear away any remaining improvements damaged
or destroyed by such taking or conveyance and will leave such property and any remaining undamaged
nmprovements thereon in a clean, orderly, safe, and sighity condition. In addition, if the size or configuration of
such property remaining after such taking or conveyance s insufficient to permit the restoration of the rernaining
improvements thereon or therein to their condition prior o such taking or conveyance in compliance with all
applicable standards, resirictions, and provision of this Declaration and all applicable zoning, subdivision,
building, and other governmental regulations, then such Owner will have the option, after clearing away ail
remainng improvements o portions thersof and piacing the remainder in a clean, orderly, safe, and sightly
condition referred to above, of deeding the remaining portion of the property to the Association as a part of the
Common Areas, and thereafter any such Owner will not have any further voting rights or membership rights or
privileges in the Association or with respect to the Development and will not be subject to any furiher
Asgsessments imposed by the Assoctation and payable after the date of such deeding and attributable o such
property deeded to the Association.

v Election to Restore.

In the event that any part of a property subject o this Declaration, or any improvements
thereon, Is taken by any authority having the power of condemnation or eminent domain, oF 15 conveyed in lieu
thereof, and if the Owner thereof elects to restore the remainder of the property, such Qwner making such efection
will restore such remainder thereof as nearly as practicable to the same condition it was in prior to such taking or
conveyance and in accordance with ail applicable standards, restrictions, and provisions of this Deciaration and all
applicable zoning, subdivision, building, and otber governmentai reguiations. All such work of restoration will be
commenced promptly following such taking or conveyance and will be carried through diligentiy to conclusion.
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ARTICLE 10

FUNCTIONS OF THE ASSOCIATION

10.1  Board of Directors and Officers.

The Association, subject to the rights of the Declarant and the rights and duties of the Owners set
forth in this Deciaration, will be responsible for the excingive management and control of the Common Areas and
all improvements thereon (incinding furnishings and equipment refated thereto) and will keep the same in a good,
clean, attractive, and sanitary condition, order, and repair, pursuant to the terms and conditions thereof. Except to
the extent otherwise required by the provisions of the Nonprofit Corporation Act, this Declaration, the Bylaws, or
the Articies of Incorporation, the powers herein or otherwise granted to the Asseciation shall be exercised by the
Board of Directors, acting tirough the officers of the Asscciation and their duly authorized delegees, without any
further congent or action on the part of ine Owners. As provided n Section i4.1 hereof and notwithstanding any
othier provision to the contrary comtained in any instruménts evidencing or establishing the Development,
Declarant will have the right to appoint or remove any member or members of the Board of Directors or any
officer or officers of the Association during the Deciarant Control Period. Each Owner, by acceptance of a deed to-
or other conveyance of a Unit vests in Declarant such authority to appoint and remove directors and officers of the
Assoctation as provided by this Section 10.1 and by Section 14.1 hereof.

10.2  Duties and Powers.

The duties and powers of the Association will be those set forth in the provision of the North
Carolina Planned Comimunity Act, the North Carolina Nonprofit Corporation Act, the Bylaws, and the Articles of
Incorporation, together with those reasonably implied to effect the purposes of the Association; provided;
however, that if there are conflicts or inconsistencies between the North Carolina Planned Community Act, the
North Carolina Nonprofit Corporation Act, this Deciaration, the Bylaws, or the Articies of Incorporation, the
provisions of the North Carolina Planned Community Act, the North Carolina Nonprofit Corporation Act, this
Deciaration, the Articies of Incorporation, and the Bylaws, in that order, will prevail, and each Owner of a
property within the Development, by acceptance of a deed or other conveyance therefor, covenanfs to vote m
favor of such amendmenis as will remove such conflicts or inconsistencies. The Association may exercise any
other right or privilege given to it expressly by this Declaration or the Bylaws, together with every other right or
privilege reasonable to be implied from the existence of any right or privilege given to it herein or reasonably
necessary to effectuate any such right or privilege. Such powers of the Association will include, but will not be
limited to, the power fo purchase ong Or more properties subject to this Dectaration and to hold, lease, mortgage,
sell, and convey the same. Such duties may Include, but will not be limited to, arranging with governmental
agencies, public service districts, public or private utilities, or others, as a Common Expense or by billing directiy
to the Owners, to furnish trash collections, water, sewer, and/or security service for the properties subject to this
Declaration. Notwithstanding the foregoing provision of this Section 10.2 or any other provision of this
Declaration to the contrary, during the Declarant Countrol Period the Association will not, without the written
approval of Declarant, borrow money or pledge, mortgage, or hypothecate ali or any portion of the Common
Areas.

(a) Ownership of Properties.

The Association will be authertzed to own, purciiase, Iease, use under any use agreement,
and maintain (subject to the requirements of any Federal, State or tocal governing body of North Carolina)
Common Areas, equipment, furnishings, and mmprovements devoted to the uses and purposes expressed and
mnplied in this Deciaration, inciuding, but not limited to, the following uses;

D For park areas, wallcs, paths or trails throughout the Property;
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(i) For security services, inciuding security stations, maintenance building and/or
guardhouses;

(i)  For providing any of the services which the Association 1s authorized to offer
under Section 10.2(b) below; and

(iv)  For purposes set out in deeds or agreements by which Common Areas are
conveyed or by which use rights are granted to the Association.

)] Services.

The Association will be anthorized (uniess prohibited by the requirements of any Federal,
State or focal governing body) to provide such services required to promote the uses and purposes for which the
Associztion 1s formed as expressed or mmplied in this Declaration, inetuding, but not limited to, the following
services:

(i) Cleanup and maintenance of all Common Area private roads, roadways, road
shoulders, roadway medians, parkways, Ponds , drainage areas and easements outside of the Units, and also all
pubfic properties which are located within or 1n a reasonable proximity to the Properiy such that therwr
deterioration would affect the appearance of the Property as a whole;

i) Landscaping of Common Areas and walking paths within or constituting a
Common Area;

(iify  Lighting throughout the Common Area;

(iv)  Maintenance of any instailed elecironic and other access and control devices for
the protection of the Property, if any such devices are ever installed, and assistance to the local police and shexiff
departments in the apprefiension and prosecution of persons whe violate the laws of North Carolina within the

Property;

) Insect and pest control to the Common Area to the extent that it is necessary or
desirable in the judgment of the Board of Directors to suppiement the service provided by the state and local
governments;

{vi)  The services necessary or desirable in the judgment of the Board of Directors to
earry out the Association's obligations and business under the terms of this Deciaration and fo collect Annual
Assessments, Special Assessments, Emergency Special Assessments, Specific Assessments, and other fees and
charges collectable from the Owners hereunder;

{vii) To take any and all actions necessary to enforce these and all covenants and
restrictions affecting the Property and to perform any of the functions or services delegated to the Assouatlon in
any covenants or restrictions applicable to the Property;

{viii) To set up and operate an architectural review comnittee in the event that the
.Associaiton is assigned the whole or any portion of the function of the ARC by the Deciarant;

(ix)  To construct improvements on Common Areas for use for any of the purposes or
as may be required to provide fhie services as authorized in this Section;
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{x) To provide admumstrative services inciuding but not limited to legal, accountmg
and financial; and communications services informing Members of activities, notice of Meetings, Referendums,
etc., incident to the above listed services;

(xi)  To provide tiabitity and hazard Insurance covering improvements and activities
on Common Areas;

(xif)  To provide water, sewage, and any necessary atility services not provided by a
public body, private utility or the Declarant;

{xiiiy To provide any or all of tie above listed services to another Association or
Owners of real property under a contract, the terms of which must be approved by the Board of Directors; and

(xiv) To provide for hearings and appeal process for viclations of rules and
regulations.

163 Apreements,

Subject to the prior approval of the Declarant during the Declarant Conirol Period, all agreements
and determinations lawfully avthorized by the Board of Directors will be binding upon the Association and all
Owners, their heirs, legal representatives, successors, and assigns, and all others having an interest in tue
Development or the privilege of possession ana enjoyment of any part of the Development wilt comply with and
be subject to the authorized actions of the Board of Directors. In performing its responsibilities hereunder, the
Board of Directors, will have the authority to delegate to persons of its choice such duties of the Association as
may be determined by the Board of Directors. In furtherance of the foregoing and not in limitation thereof, the
Association mnay obtain and pay for the services of any person or entity to manage its affairs or any part thereof,
to the extent it deems advisable, as well as such other personne!l as the Association will deem necessary or
desirable for the proper operation of the Deveiopment, whether such personnel are furnished or employed directly
by the Associaiion or by any person or entity with whom or with which it confracts. All costs and expenses
incident to the employment of a manager will be a Common Expense. During the term of sueh management
agreement, such manager may, if authorized by the Board of Directors, exercise all of the powers and will be
responsible for the performance of all the duties of the Association, excepting any of those powers or duties
specifically and exclusively reserved to the directors, officers, or Members of the Association by this Declaration
or the By-Laws. Such manager may be an individual, corporation, or other legai entity, as the Board of Directors
will determine, and may be bonded in such a manner as the Board of Directors may require, with the cost of
acquiring any such bond to be a Common Expense. In addition, the Association may pay for, and the Board of
Directors may hire and contract for, such legal and accounting services as are necessary ot desirable in connection
with the operafior of the Development or the enforcement of this Declaration, the By-Laws, or the rules and
regulations of the Association,

(a) Management Agreement,

During the Dectarant Contro} Period, the Deciarant or an affiliate may be employed as
the manager of the Association and the Devefopment, with the option on the part of the Declarant or its affiliate to
renew such employment for tiree (3) successive one-vear terms from and after the termination of the Declarant
Controt Period. Every grantee of any nterest in the Deveiopment, by acceptance of a deed or other conveyance
of such Interest, will be deemed to ratify such management agreement.

10.4  Mortgage or Pledpe.

Subject to the provisions of Section 5.2(a), the Boara of Directors will have the power and
authority to mortgage the property of the Association and to pledge the revemes of the Association as security for
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ioans made to the Association which loans wiil be used by the Association in performing its authorized funciions
upon the approval of eighty percent (80%) or more of the votes of the entire Association, by a duly held
Referendum or at a duty held mesting of Members {which percentage will also constitute the quorum required for
any such meeting). The Declarant may make loans to the Association, subject to approval by the Declarant of the
use to which such ioan proceeds will be put and the terms pursuant to which such loans will be repaid.
Notwithstanding anything m this Declaration to the contrary, the Association will not be aflowed to reduce the
limits of the reguiar Annual Assessment at any time there are outstanding any amounts due the Declarant as
repayment of any loans made by ihe Dectarant to the Association.

10.5  Personal Property and Real Property for Common Use.

The Board of Directors may acquire and hold tangible and intangible personal property and real
property-and may dispose of the same by sale or otherwise. Al funds received and title to all properties acquired
by the Association and the proceeds thereof, afier deducling therefrom the costs incurred by the Association in
acquiring or selling the same, will be held by and for the benefit of the Association. The shares of the Owners m
the funds and assets of the Association cannot be individually assigned, hypothecated, or transferred in any
manner, except to the extent that a transfer of the ownership of a Unit also transfers the membership in the
Association which is an appurtenance to such Unit,

10.6  Rules and Reglations.

As provided in Article 12 hereof, the Board of Directors, may make, amend, revoke and enforce
reasonable rules and regulations governing the use of the Unifs and Common Areas, which rules and regulations
will be consistent with the rights and duties established by this Declaration.

10.7  Reduction in Services.

During the calendar years of 2005 and 2006, and during the first two years when any Additional
Property may be added to this Deciaration, the Board of Directors will define and list a mimimun level of services
that will be furnisied by the Association, So long as the Declarant is engaged in the development of properties,
which are subject o the terms of this Declaration, the Association will not reduce the tevel of services it furnishes
below such minimum ievel. Such minimum levei of service will expressly include an obligation of the
Association to maintain the Common Areas and pay the costs and expenses set forth in any fease or use agresment
therefor.

10.8  Obligation of the Association.

The Association will not be obligated to carry out or offer any of the functions and services
specified by the provisions of this Article except as specified in Section 10.7 above. The functions and services 10
be carried out or offered by the Association at any particular time will be determined by the Board of Directors
taking into consideration the funds available to the Association and the needs of the Members of the Association.
Special Assessments will be submitted for approval as herein provided. Subject fo the provisions of Section 10.7
above, the functions and services which the Association is authorized to carey out or to provide may be added or
reduced at any time upon the sole approval of the Declarant during the Declarant Control Peniod, and thereafter,
the funetions and services which the Assoclation is authorized to carry out or to provide may be added or reduced
by tie Board acting on the vote of fifty-one percent (51%) or more of the votes of the entire Association, by
Referendwm or at a duly held meeting of Members (which percentage will also constitute the quorum required for
any such meeting).
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ARTICLE 11

ASSESSMENTS

114 Purpose of Assessments.

The Assessments for Common Expenses provided for herein will be used for the general purposes
of promoting the recreation, health, safety, welfare, common benefit, and enjoyment of the Gwners and Occupants
of the Deveiopment, and maintaining the Development and improvements therein, all as may be mare specifically
authorized from time to time by the Board of Directors.

(a) Assessmenfs Under Dutchiman Village Covenant to Share Costs.

The Annual Assessments shall alse Include, and there shall be included in the budget of
the Association, the "Allocable Share" of "Common Maintenance Expenses,” as defined and provided in the
Dutchman Village Covenant to Share Costs.

11.2  Creation of Lien and Persopal Obligation of Assessments.

Each Owner, by acceptance of a deed or other conveyance thereof, whether or not it will be so
expressed n such deed o1 conveyance, is deemed to covenant and agree to pay to the Association: (A) Annual
Assessments, such Assessmenfs fo be established and collected as provided in Section 11.3, (B) Special
Assessments, such Assessments to be established and collected as provided in Section 11.5, {C) Emergency
Special Assessments, such Assessments to be established and cellected as provided in Section 11.7 and (D}
Individual or Specific Assessmients pursuant to Section 11.9. Any such Assessments remaining vnpaid for thirty
(30} days, together with late charges, simple interest at a rate established from time to time by the Board of
Directors, and court costs and attorneys' fees incurred to enforce or collect such Assessments, will be an equitable
charge and a contsmuing lien when a claim of lien is filed of record in the office of the Clerk of Superior Court in
Brunswick County, North Carolina. A claim of lien shall set forth the name and address of the Association, the
name of the record Owner of the Unit at the time of the ciaim of lien is filed, a description of the Unit and the
amount of the lien ciaimed. Each Owner will be personally liable for Assessments, coming due while he is the
Owaer of a property, and his grantee will take title to such property subject to the equitable charge and continuing
tien therefor, but without prejudice to the rights of such grantee o recover from his grantor any amounts paid by
such grantee therefor; provided, however, the lien for unpaid Assessments will be subordinate to liens and
encumbrances (specifically including, but not limited to, a Mortgage on the Unit) recorded before the docketing
of the claim of lien in the office of the Clerk of Superior Court, and (i} liens for real estaie taxes and other
governmental assessments and charges against the Unit, Sale or transfer of any Unit will not affect the lien of the
Assessments; however, the sale or transfer of any Unit, which is subject to any Institutionai Mortgage or
Mortgage of Declarant, pursuant to a decree of foreclosure, will extinguish the lien of the Assessments as to
payment thereof which became due prior to such sale or transfer. In the event of co-ownership of any property
subject to this Declaration, all of such co-Owners will be jointly and severally liable for the entire amount of such
Assessments.  Assessments will be paid in such manner and on such dates as may be fixed by the Board of
Directors in accordance with Section 11.3(g), provided that uniess otherwise provided by the Boarg, the Apnual
Assessments will be paid in equal monthly instaliments. A lien for unpaid assessments is extinguished uniess
proceedings to enforce the lien are instituted within three years after the docketing of the claim of lien in the
office of the Clerk of Superior Court in Bronswick County, North Carolina. A judgment, decree, or order in any
action brought under this Section shall include costs and reasonable atiorney’s fees for the prevailing party. To the
extent any subordinated lien and permanent charge for any Assessment is extinguished by foreciosure of any
Institutional Mortgage or Mortgage of the Deciarant, thep the amourt or amounts otherwise secured thereby
which cannot otherwise be coflected wil} be deemed a Common Expense collectible from all Owners, meiuding
the person who acquires title through the foreciosure saie.
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11,3  Establishment of Annpai Assessment,

I will be the duty of the Board of Directors af east ninety {90) days prior to the first day of the
Association’s first full fiscal year, and each fiscal year thereafier, (o prepare a budget covering the estimated
Common Expenses during the conung year, such budget to include a reserve account, if necessary, for the capital
needs of the Association, and shall include a good-faith estimate of the number of Units esiimated to be added in
the coming year. Ln caicuiating the budget, the Board shall have the power to either reduce the budgeted expenses
for the fiscai year being budgeted or to set aside such surpius in such operating and/or capital reserve account as
the Board, m its sole discretion, shall determine, and apply such surpius in reduction of the budget for the next
succeeding year, Notwithstanding the foregoing, during the "Deficit Funding Period," an alternate build-out
budget and Annual Assessments shall be eaiculated as provided 1 sub-Section (a} beiow, and the Board shall
adopt a budget that resulis in an Annual Assessment that is the lesser of (1} the amount calculated pursnant to this
Section 11.3, or (31) the amount calculated based upon a build-out budget pursuant to sub-Sechion (2) betow,

(a) Arnnual Assessments Durmg Deficit Funding Period.

Budgets prepared during the Deficit Funding Peried shall be based upon a projection of
the totaj Common Expenses at full build-out of the Development, and the Annual Assessment shall be determined
by dividing the amount of the tofal anticipated Common Expenses at full build-out by a number equal to 75% of
the Totat Planned Units for the Deveiopment, subject to reduction during the period prior to the compietion of the
Residents’ Club described in Section 2.1(a) above., Until the Residents’ Club 1s completed, the amount of the
Annual Assessment shall be no more than 25% of the projected, build-out Annual Assessment. Upon compietion
of the Residents” Club, the expenses associated with the Residents’ Club described above, shall be inciuded in the
totat amount of Common Expenses used to caiculated the amount of the Annual Assessment, thereby adjusting
the amount of the Annual Assessment fo the amount reflected by the full "build-out" Budget for the applicable
period. Such alternate calculation shall be utilized in setting the Annual Assessment pursuant 1o the penultimate
sentence of Section 11.3 above.

(b} Notice of Proposed Annuai Assessment; Ratification.

The Board will cause notice of the budget and the proposed total of the Annual
Assessments to be fevied against properties subject to this Declaration for the following year to be delivered td
each Owner at ieast thirty (30} days prior to the first day of the fiscal year for which the budget and Assessments
are established. Such notice shall set a date for a meeting of the Owners to consider ratification of the budget, at
which a quonumn need not be present, and shall mclude a statement that the budget will be ratified uniess at the
meeting the Owners entitled to cast sixty-seven percent (67%) of the votes of the Association rejects the Budget.
Such mesting shall be held not less than ten (10) nor more than sixty (60) days after mailing of said notice. The
total Annuai Assessments will be divided among Units equally.

(c) Disapproval of Annual Asgessments.

The annual budget and Annual Assessments, as determmed by the Board of Directors, as
hereinabove provided, wiil become effective untess disapproved as above provided. In the event the proposed
budget and Annual Assessments are disapproved or in the event the Board of Directors fails for any reason to
determine an annual budget and to set the Annual Assessments, then and until such time as a budget and Annual
Assessment will have been determined as provided herein, the budpet and Annual Assessments will be the
Defaunlt Budget and Defaunit Anival Assessmenis caicuiated in accordance with Section 11.4.

D Special Board Action fo Increase.

If the Board of Directors determines that the tmportant and essential fuactions of the
Association budgeted for the year will not be properly funded in any year by the Annual Assessment herein
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provided, 1t may increase such Assessment; provided, however, an increase in Annual Assessments in any year
pursuant to special Board action as aforesaid will in no way affect Annual Assessments for subsequent vears.

(e) Billing of Annual Assessments.

The Annuai Assessments will be billed monthiy, quarterly, semi-annually or annually, as
set by the Board, and will be due and payable on or before the iast day of the montih in which billed.

{H Rounding.

All Annual Assessments charged by the Association will ve rounded off to the nearest
dollar,

(&)  For Common Expenses.

The Common Expenses to be funded by the Annual Assessments may include, but will
not necessarily be limited to, the following:

(i) management fees and expenses of administration, including fegal and accounting
fees;

(it utility charges for utilities serving the Comumon Areas and charges for other
common services for the Deveiopment, including trash collection and security services, if any such services or
charges are provided or paid by the Association;

(i}  the cost of any policies of insurance purchased for the benefit of all the Owners
and the Association as required or permitied by this Declaration, 1ncluding fire, flood, and other hazard coverage,
public liability coverage, and other insurance coverage determined by the Board to be sn the interests of the
Association and the Owners;

{ivy  the expenses of maintenance, operation, and repair of ithose portions of the
Common Areas which are the responsibility of the Association under the provisions of this Declaration;

%2 the expenses of any architeciural review board established to receive and
admimster the whote or any portion of the ARC functions transferred and conveyed to the Association, which are
not defrayed by plan review charges;

{vi} ad valorem real and personal property taxes assessed and levied against the
Common Areas;

{vii}  such other expenses as may be determined from time to time by the Board of
Directors to be Common Expenses, inciuding, without limitation, taxes and governmental charges not separately
assessed against Units; and

{viii) the establishment and maintenance of a reasonable reserve fund or funds {(A) for
maintenance, repalr, and replacement of those portions of the Common Areas which are the responsibility of the
Association and which must be mamtained, repaired, or fepiaced on a periodic basis, (B) to cover emergencies
and repairs required as 2 resnit of casualties which are not funded by insurance proceeds, and (C) to cover
unforeseen operating contingencies or deficiencies arising from unpaid Assessments or liens, as well as from
emergency expenditures and other malters, all as may be authorized from time to time by the Board of Directors.
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11.4  Determination of Default Budget and Default Annuat Assessinent.

Upon the failure of the Board of Directors to adopt a budget, or upon the disapprovai of any
budget pursuant to Section 11.3(b), the Default Budget and Defauit Annnal Assessments will be the greater of:

(i) The then existing budget and Annual Assessments, increased in proportion to the
percentage ncrease, if any, in the CPI-U from December of the preceding year to November of the then cutrent
year in which the said maxsmum budget and Annual Assessment is being determined, or by ten (10%) percent,
whichever 18 greater; or

(ii) The budget and Annual Assessments for the year in which this Dectaration is
filed OFf Record by the Declarani, increased to the year m which the said maximum budget and Annual
Assessment is being determined in proportion to the perceptage increase, if any, i the CPI-U from December of
the year preceding the year in which this Deciaration is filed Of Record to November of the year in which the said
maximum budget and Annual Assessment is being determined, or by ten (10%) percent per annum, compounded,
whichever is greater.

{b) Change in Defauit Amounts Upon Merger or Consolidation.

The limitations of this Section 11.4 will apply to any merger or consolidation in which
the Association is autborized to participate under Section 2.2{(c}, and under the Bylaws of the Asscciation.

11.5  Spscial Assessments.

In addition to the reguiar, Annual Assessments authorized by Section 11,3 hereof, the Association
may levy Speciai Assessments, for the following purposes:

{(a) Construction, reconstruction, unexpected repair or replacement of a damaged capital
improvement upon the Common Areas, including the necessary fixtures and personal property related therefo as
well as any insurance policy deductible if the damage 15 an insured loss;

) To provide for the unexpected and uvnbudgeted acquisition of necessary facilities and
equipment required for the Association to offer the services avthorized herein;

©) To provide funding for such other extraordinary and unbudgeted expenditures of the

Association as the Board shall determine to be required for the efficient discharge of the Association duties and

responsibilities hereunder, and which cannot, in the Board's reasonable judgment, be deiayed until the next budget
-is prepared;

(d) To cover any shortfall, whether by way of deductible or otherwise, in insurance proceeds
recovered; and

{e) To repay any ican made to the Association to enable it to perform the duties and
functions authorized herein.

11.6  Special Assessments; Approval by Declarant and Disapproval by Members.

Except as otherwise permitted in Sections 8.2, 9.1 and 11.7 hereof, any Special Assessment will
onfy be levied if: (A) during the Declarant Control Period the Declarant approves, 1 writing, such Speciai
Assessment; and (B) the Special Assessment is not disapproved by sixty-seven percent (67%) or more of the votes
of the entire Association at a special meeting of Members calied therefer and held pursuant to the provisions of
the Byiaws, which percentage will also constitute the guorum reguired for any such meeting. The notices of such
special meeting will include one statemneant from the Directors favoring the Special Assessment and one siatement
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from those Directors opposing the Special Assessment containing the reasons for those Directors' support and
opposition for the Special Assessment, if any such statements are provided by the Directors supporting and
opposing the Special Assessment (Directors being under no obligation to provide such statements). Neither
statement, either supporting or opposing the Special Assessment, will exceed five pages i length.

{b) Apportionment.

Special Assessments will be apportioned equally among the Units, in the same manner as
Annual Assessments,

11.7  Emergency Special Assessments: Unbudeeted Insurance Premium Increases.

In addition to the Annual Assessments authorized by Section 11.3 and the Special Assessment
authonzed by Section 11.5 hereof, the Association may levy Assessments for repairs, reconstruction, alterations
or mprovements due to emergencies of any type, as determined by the Declarant during the Declarant Controi
Period, and/or by the Boeard of Directors, in their sole discretion ("Emergency Special Assessment"). An
Emergency Speciai Assessment may also be levied as herein provided to pay any unpudgeted insurance premium
increases due and payable upon the renewai of any Association insurance during a fiscal period, sometimes
referred t0 as an “inswrance assessment.” Any Emergency Special Assessment, including an insurance
assessment, may be imposed without a vote of the Members. Emergency Special Assessments will be apportioned
equally among the Units, in ihe same manner as Annual Assessments uniess it is determined by the Declarant
and/or Board that another apportionment thereof is more reasonable and more equitably justified by the
circumstances giving rise to such emergency.

11.8  Deciarants Properties.

Anything contained herein to the contrary notwithstanding, the Deciarant will be exempt from the
payment of Annuvai Assessmenis, Special Assessments and Emergency Special Assessments with respect to
unimproved and unoccupied Units owned by the Declarant and subject to this Deciaration.

{a} Declarant's Funding Obligation During Deficit Funding Period in Lien of Annual

Assessments.

The Declarant hereby covenants and agrees that during the Defictt Funding Period |
during which the budget is calculated pursuant to Section 11.3(a), Declarant will pay the difference between the
amount of Annual Assessments collected on all other Units not owned by the Declarant and the amount of actual
expenditures by the Association during the fiscai year. The Declarant's funding obligation pursuant to this sub-
Section (a) shall be an equitable charge and a continuing lien upon the Declarant unimproved portions of the
Property that have not been converted to Units. Any subsidy hereunder shall not be reimbursable as a loan or
advance against future Annual Assessments. '

{ Deciarant's Funding Obligation During Remainder of Deciarant Contro) Period in Lieu of
Anpual Assessments.

From and after the expiration of the Deficit Funding Period and continuing until
expiration of the Declarant Control Period, Declarant it will annually siect either to pay an amonnt equal to the
Annual Assessment for ¢ach such Unit owned by it or to pay the difference between the amount of Assessments
collected on all other Units not owned by the Declarant and the amount of actual expenditures by the Association
during the fiscal year, but not in a sum greater than the Annual Assessmesnts the Deciarant would pay if not
exempt therefrom. Unless the Dectarant otherwise notifies the Board in writing at least sixty {60) days before the
beginning of each fiscal year, the Declarant will be deemed to have elected to continue paying on the same basis
as extsted during the immediatety preceding vear.
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{) Declarant's Reduction of Annual Assessment Payable by Owpers.

So long as the Declarant owns any Umit for sale or any portion of the Property upon
which additional Units are to be developed and/or constructed, the Declarant may, but will not be obligated 1o,
reduce the Annual Assessment for any year to be paid by Owners. The Declarant will fund any such reduction in
the amount assessed against the Owner as a subsidy, Any such subsidy will, in the Deciarant's soie discretion, be
(A) a contribution to the Association, (B} an advance against future Annual Assessments due from said Declarant,
or {C} a loan to the Association. The amount and charaster {contribution, advance or ican) of such payment by the
Deciarant will e conspicuocusly disclosed as a Jine item in the budget and will be made known to the Owners.
The payment of such a subsidy in any year will under no circumstances cobligate the Dectlarant to contmue
payment of such subsidy in future years, uniess ofherwise provided in a written agreement between the
Asscciation and the Declarant. Any such subsidy payment by the Declarant may be made in-kind.

(d) Assigninent of Deciarant Rights and Obligations Under This Section 11.8.

The Declarant may assign all of its rights, subject to #ts covenants and obligations, under
this Section 11.8 to any spec builder to which the Dectarant conveys one or more Units i0 be constructed upon by
such builder, said rights, covenants and obligations extending solely to the Units s¢ conveyed by ihe Declarant to
the Builder and that are the subject matier of any such permitted assignment, Any such assignment shall
specifically set forth the formula, terms and conditions applicable to the builder's Assessment obligation,

11.9  Individual Specific Assessments.

ARy expenses mcurred by the Association or the Declarant because of the actions of one or more
Owners or Occupants, or because of their fajlure to act, and with respeet to which such expenses are chaggeable
thereto and recoverable therefrom pursuant to any provision of this Deciaration, including, but not limited to,
recoverable expenses mncurred as a result of work performed in behalf of an Owner unger Section 7.2(b} or work
performed in behalf of a Neighborhood Association under Section 7.2(c), and any fines as may be imposed
against an Owner 1n accordance with Articie 12 hepeof, will be specially assessed as a Specific Assessment
against each such Owner and the Owner's Unit, Assessment charged for the Limited Common Expenses for
maintenance, repair, replacement, and management of a Neighborhood Common Area by the Association shall be
assessed against the Owners with exciusive rights in and to the Neighborhood Common Areas pursuant to the
Supplemental Deciaration with respect thereto, or, in the absence of a specific allocation of such expenses for the
Neighborhood Common Areas, prorata among the Owners with exclusive rights in and to the Neighborhood
Common Areas. Any Amenity Use Charge for which the Association has extended charge privileges will aiso
constitute a Specific Assessment hereunder. In addition, in the event that a specific Assessment is made for a
judgment against the Association, then such specific Assessment shall oniy be assessed against those who were
Owners at the time the judgment was entered against the Association.

11.10  Effect of Nonpayment: Remedies of the Association.

An Assessment shall be due in full not later than the last day of the month in which the
Assessment is billed, and any Assessment or portion thereof which 1s not paid when so due will te delinquent,
Any delinquent Assessment will incur a late charge 1n an amount as may be determined by the Board from time to -
time, but not to exceed the greater of twenty dollars ($20.00) or ten percent (10%) of the amount of the unpaid
assessment, and, upon adoption of a policy therefor by the Board of Directors, will aiso commence to accrue
stmple interest at the raie set by the Board of Directors from time to time, not to exceed eighteen percent (18%%).
A lien and equitable charge as herein provided for each Assessment instaliment shall attach simultaneously as the
same will become due and payable, and if an Assessment installment has not been paid as aforesaid, the entire
unpaid baiance of the Assessment installments remaining to be paid during the fiscal year may be accelerated by
the option of the Board and be deciared due and payable m full. The continuing lien and equitable charge of suct
Assessment will inciude all costs of collection, including reasonable attorneys' fees and court costs, subject to the
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provisions of G.S. 47F-3-116, subordinate only to fiens for unpaid taxes, any Institutional Mortgage and any
Mortgage held by the Declarant as provided in Section 11.2 above. Such lien shall be duly filed of record by the
Association when the assessment or other amounts are more than thirty (30) days overdue. In the event that the
Assessment remains unpaid sixty (60) days following the date when so due, the Association may institute suite to
collect such amounts and to foreclose its lien within three years from the docketing of the claim of lien m the
office of the Clerikk of Superior Court for Brunswick County, North Carolina, otherwise said lien will be
extinguished. The equitable charge and lien provided for in this Section will be in favor of the Association, and
each Owner, by his acceptance of a deed or other conveyance to a Unit, vests in the Association and ifs agents the
right and power to bring all actions against him personaliy for the collection of such Assessments as a debt and/or
to foreciose the aforesaid lien in like manner as a mortgage of reat property. The Association will have tie power
to bid on the Unit at any foreclosure saie and to acquire, hold, lease, mortgage, and convey the same. No Owner
may watve or otherwise escape liability for the Assessments provided for herein, inciuding by way of illustration
but not limitation, non-use of the Common Areas or abandonmment of his Unii, and an Owner will remain
personally liable for Assessments, including interest and late charges which accrue prior to a sale, transfer, or
other conveyance of his Unit.

11.11  LCertificate.

The Treasurer, any Assistant Treasurer, or the manager of the Association will, within ten (10)
days of a written request and upon payment of a fee set from time to time by the Board of Directors, furmish to
any Owner or such Owner's Mortgagee which requests the same, a certificate signed by the Treasurer, Assistant
Treasurer, or manager setting forth whether the Assessments for which such Owner 15 responsible have been paid,
and, if not paid, the outstanding amount due and owing, togetner with all fines, accrued interest, and other penality
charges. Such certificate will be conciusive evidence against afl but such Owner of payment of any Assessments
stated therein to have been paid.

11.12 Date of Commencement of Assessments.

During tae Deficit Funding period, the Assessments provided for herein will commence on the
date on which an improved Unit is issued a Certificate of Occupancy by governmentai authority with jurisdiction
thereof. Following the Deficit Funding period, Assessment will be due and payable in such manner and on such
schedule as the Board of Directors may provide. Annual Assessments, Special Assessments and Emergency
Special Assessments will be adjusted for such property according to the number of months then remaining in the
then fiscal year of the Association and the number of days then remaining in the month in which such property is
first conveyed.

{a) Working Capitai Collected At Initiai Closing,

Notwithstanding anything to the contrary in this Declaration, a working capital fund will
be established for the Association by collecting from each Owner who acquires titie to his Unit from the
Dectarant a working capital amount equal to 2/12ths of the Annual Assessment then in effect, which Assessment
will be due and payable, and will be transferred to the Association, at the time of transfer of each Unit by the
Deciarant to any other Owner. Such sum 1s and will remain distinct from the Annual Assessment and will not be
considered advance payment of the Annual Assessment. The working capital receipts may be used by the
Association in covering operating expenses as well as any otber expense incurred by the Association pursuant to
this Declaration and the Bylaws.

11.i4 Surpius Funds.

All funds paid mto the Association by the Owners which remain after payment for common
expenses, prepayment of reserves or any other expense, cost or fee defined herein shall be paid to the Owners in
proportion to thewr common expense liabilities or credited to them to reduce future assessments.
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ARTICLE 12

RULE MAKING

12.1  Raies and Reguiations.

Subject to the provisions hereof, the Board of Directors may establish reasonable rules and
regulations coacerning the use of Units and the Common Areas, including Amenities, and facilities iocated
thereon. In particuiar but without Himitation, the Board of Directors may promulgate froin time o time rules and
regulations, which will govern activities that may, in the judgment of the Board of Directors, be environmentally
hazardons, such as application of fertilizers, pestieides, and other chemicals. The Association will furnish copies
of such rutes and regulations and amendments thereto to all Owners prior to the effective date thereof. Such ruies
and reguiations will be binding upon the Owners and Occupants until and unless any such ruie or reguiation is
specificaily overruled, cancelled, or modified by the Board of Directors or any such rule or regulation (s
disapproved by a majority or more of the votes of the entire Association at a special meeting of Members calied
therefor and held pursuant to the provisions of the Bylaws, which percentage will also constitute the guorum
required for any such meeting, Any action by the Board to adopt, overrule, cancel or modify any rule or
reguiation, or any vote of Members disapproving any rule or regulation, will not be effective and binding upon the
Owners and Occupants until and uniess the same is approved by the Declarant during the Declarant Control
Period.

{a} Aporoval of Declarant.

So long as the Deciarant owns any of the Property or the Additional Property for
development and sale, no rule or regulation shall be adopted by the Board of Directors which would be binding
upen the Owners of such Property to be deveioped by the Deciarant without the prior written consent of the
Deciarant, inciuding, but not limited to, and rule or regulation which would have the effect of discriminating
against or in favor of one type of owner over another or of one type of tenant, lessee, renter or guest over another.
Furthermore, the Board of Directors shall not, without the prior written consent of the Declarant, medify any ruie
or reguiation that may be imposed by the Declarant in any Supplemental Declaration that limnts or restricts use of
any Amenity to Owners and accompanied guests and prohibits use and access thereof by persons who may rent a
Unit.

12.2  Authonty and Enforcement,

Subject to the provisions of Section 123 herecf, upon the viotation of this Declaration, the
Bylaws, or any rules and reguiations duly adopted hereunder, inciuding, without limitation, the failure to timely
pay any Assessments, the Board will have the power (A) to impose reasonable monetary fines which will
constifute an equitable charge and a continuing lien as a Specific Assessment, (B) to suspend an Owner-Member's
right to vote in the Association, {C) to suspend an Owner's or Occupant’s right to use any of the Common Areas,
or (), 1 the case of a default in payment of any Assessment due, to suspend an Owner's or Occupant's cable TV
service if such is provided by the Association or by a service provider under contract with the Association and for
which payment thereunder is a Common responsibifity of the Association. The Board will have the power to
impose all or any combination of these sanctions, and may establish each day a viclation remains uncured as a
separate violation for which a fine 15 due; provided, however, an Owner's access to its property over the private
roads and streefs constituting Commen Areas will not be terminated hereunder. An Owner or Cecupant will be
subject.to the foregoing sanctions in the event of such a viofation by such Owner or Occupant. Any such
suspension of rights may be for the duration of the infraction and for any additional period thereafter, not to
exceed thirty (30) days.
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i2.3  Procedure.

Except with respect to the failure to pay Assessments, inciuding late charges under Section 11.10
above, the Board will not suspend voting rights, or infringe upon or suspend any other rights of an Owner or other
occupant of the Development for viotations of the Deciaration, By-Laws, or any rutes and regulations of the
Association, or impose a fine in excess of $100 per occurrence of the event or condition giving rise to the
imposition of a fine for each day more than five (5) days after a decision is rendered. following the hearing
provided in Section 12.3(c), unless and until the following procedure is followed:

(a) Demand to Cease and Desist.

: Written demand to cease and desist from an alleged violation will be served upon the
Qwner responsible for such viclation specifying:

() The alleged violation;
iy The action required to abate the viclation; and

(i) A time period of not less than five (5) days during which the viofation may be
abated without further sanction, if sueh violation 15 a continuing one, or if the violation is not a continuing one, a
statement that any further violation of the same provision of this Deciaration, the By-Laws, or of the rules and
regutations of the Association may resuit in the imposition of sanctions after notice and hearing.

(b) Notice of Hearing.

Within tweive (12} months of such demand, if the vielation continues past the peried
allowed in the demand for abatement without penalty, or if the same violation subsequently occurs, the Board
may serve such Owner with written notice, in accordance with Section 14.16 of a hearing to be heid by the Board
m executive session. The notice will contain:

(i) The nature of the alleged violation;
(i The action required to abate the violation; and;

{ii) A time period of not less than ten (10) days during which the viclation may be
abated without further sanction, if such violation is a continuing one, or if the vioiation is not a continuing one, a
statement that aty further violation of the same provision of this Declaration, the By-Laws, or of the rules and
regulations of the Association may result in the impasition of sanctions after notice and hearing,

{c) Hearing,

The hearng wilk be held in executive session of the Board of Directors, adjudicated by a
panel compaosed of Owners wiio are not officers or members of the Board, pursuant to the notice and will afford
the alleged violator a reasonable opportunity to be heard. Prior to the effectiveness of any sanction hereunder,
proof of notice and the vitation to be heard will be placed in the minutes of the meeting. Such proof will be
deemed adequate if the officer, director, or other individual who delivered such notice enters a copy of the notice
together with a statement of the date and matter of delivery. The notice requirement will be deemed satisfied if an
alleged violator appears at the meeting, The minutes of the mesting will contain a written statement of the resuits
of the hearing and the sanction imposed, if any. The decision of the adjudicatory panei shall be appealable to the
full Board, whose decision shall be final,
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ARTICLE 13

ALTERNATIVE DISPUTE RESOLUTION & LITIGATION

13.1  Agreement to Avoid Costs of Litigation and to Limit Right to Litigate Disputes.

The Declarant, Association, and Owners {collectively, the "Parties” and singularly, a "Party”),
agree that any dispute, controversy or ¢iaim among them, including counterciaims and crossclaims, whether based
upon contract, fort, stafute, common law or otherwise (collectively, a *“Dispute™), arising from or relating directiy
or indirectly to the Declaration or the Development (but not matters applicable soiely to the Dutchman Village
Covenant to Share Costs), including, without limitation, the interpretation, application or enforcement of the
Deciaration, the Asscclation's Articies of Incorporation or Byiaws, except for “Exempt Claims™ under Section
13.2, are subject te arbitration, as defined under North Carolina jaw and the Federal Arbitration Act, m lieu of
civil proceedings and governed by the procedures set forth in Section 13.3.

13.2  Exempt Claims.

The following Claims ("Exempt Claims") are exempt from the provisions of Section 13.3:

(a) any suit by the Association against a Bound Party to enforce any Assessments or other
charges hereunder; and

0] any suit by the Association to obtain a temporary restraining order (or eguivalent
emergency equitable relief) and other relief the court may deem necessary in order to maintain the stafus quo and
preserve any enforcement power of the Association hereunder until the matier may be resolved on the merits
pursuant to Section 13.3 below; or

{) any suit between Owners which does not include the Declarant or the Association as a .
party, if such swit asserts a Claim which would constitote a canse of action independent of the Declaration and the
Development; or

¢d) any sult which otherwise would be barred by any applicable statute of limntation; or
{e) any suit involving e matter that is not an Exempt Clahn under sub-Sections (a) through
(d) above, put as to which matter the Bound Party against whom the Claim is made waives the mandatory

provisions of Section 13.3 below.

Any Bound Party having an Exempt Claim may submit it to the aiternative dispute resolution procedures set forth
in Section 13.3, but there is no cbligation ie do so.

13.3  Mandatory Procedures for Non-Exempt Claims.

{a) Patties to be Joined,

The Parties agree to arbitrate all Disputes with each other and with any other person or
entity to the extent any or all such other persons and entities have agreed to participate in and be subject to
arbitration of al] Disputes,

(b} Mediation.

Prior to arbitration, if the Dispute cannot be settied through direct discussions, the Parties
shall endeavor 1o resclve the Dispute between themselves, by parlicipating in z mediation before a mediator
mutvally agreed upon by the Parties,
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{©) Arbitration.

Any Dispute that cannot be settied by negotiation or mediation shall be settied by binding
arbifration before a smgle arbitrator, muteally agreed upon by the Parties, whe is an attorney with substantial
experience in the subject matier of the Dispute. Arbitration will be governed by the commercial or construcfion
arbitration ruies of the Amencan Arbitration Association (AAA), whichever 15 applicable, but will not be
administered by the AAA unless the Parties so agres,

(d} The Arbitrator.

.If the Parties cannot agree on a single arbifrator, each Party will pick an arbitrator who is
an attorney with substantial experience in the subject matier of the Dispute. Those two arbitrators will then pick a
third arbitrator who Is an attorney with substantial experience in the subject matter of the Dispute, and the panel
of three (3} arbitrators will gecide the arbitration. If there is an impasse in the selection of arbitrators, any Party
may make a motion to compel arbitration with the court of competent jurisdiction for Brunswick County, North
Carolina and ask the court to resolve the selection of arbitrators,

(e) Arbitrability.

The 1ssue of whether or not a Dispute 18 within the scope of this arbitration requirement

- (or “arbitrability”) will be decided by an arbitrator or arbitrators selected pursuant to the terms of this Article 13.

() Situs of Mediation and Arbitration.

All mediation and arbitration proceedings will be conducted in Branswick County, North
Carofina. The participating Parties shall share the costs and expenses of mediation and arbitration, other than the
Parties' respective legal fees, equally,

{g) Judgment on the Award.

Judgment on the award rendered by the arbitrator(s) shall be final and binding, shall not
be appealable, and may be entered in any court having jurisdiction, as provided in the applicable state and federaj
statutes.

13.4  Litigation.

No judicial or administrative proceeding with an amount in controversy exceeding $25,000.00,
will be commenced or prosecuted by the Association unless approved by 75% or more of the votes of the entire
Association, by Referendum or at a duly held meeting of Members called for the purpose of approving the
proceeding, which percentage will also conshitute the quorum required for any such meeting. This Section will not
apply, however, to () actions brought by the Assoctation to enforce the provisions of this Deciaration (inciuding,
without iimitations, the foreciosure of liens); (b) the mmposition and collection of Assessments; {c} proceedings
mvolving challenges to ad vajorem taxation; (d) counterciaims brought by the Association in proceedings
instituted agatnst it; or (¢) actions brought by the Association to enforce written contracts with its suppliers and
service providers. This Section will not be amended uniess the amendment is approved by the requisite percentage
of votes of Members, and pursuant to the same procedures, necessary 1o institute proceedings as provided above,
This provision will apply in addition to the alternative dispute resoiution provisions of this Articie 13, if -
applicabie. '
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13.5 Miscellaneous Alternative Dispute Resoiution Provisions.

(&) Conflicting Provisions.

Any conflict or discrepancy between the terms and conditions set forth in this Article 13
and any term, condition or procedure of the American Arbitration Association, or any remedy allowed at law or in
equity, the terms, conditions, procedures and remedies set forth herein will control.,

(b) TIME I8 OF ESSENCE.

All periods of time set forth herein or calcutated pursuant to provisions of this Article 13
will be strictly adhered to, TIME BEING OF THE ESSENCE hereof,

ARTICLE 14

GENERAL PROVISIONS

i4,1  Control of Deciarant.

NOTWITHSTANDING ANY OTHER LANGUAGE OR PROVISION TO THE CONTRARY
IN THIS DECLARATION, IN THE ARTICLES OF INCORPORATION, OR IN THE BYLAWS QOF THE
Association, the Declarant hereby retains for the duration of the Declarant Control Period the right to appoint and
remove any member or members of ihe Board of Directors and any officer or officers of the Association.
Furthermore, during the Declarant Control period, the Declarant shall have the right to appoint and remove that
number of directors provided by the Dutchman Village Covenant to Share Costs to be representatives of the
Assoclation to the board of the DV-RM Asscciation thereunder, which is responsible for maintenance, operation
and repair of the "Common Improvements” thereunder. Every grantee of any interest in the Development, by
acceptance of a deed or other conveyance of such interest, agrees that the Declarant will have the awthority to
appoint and remove directors and officers of the Association in accordance with the foregoing provisions of this
Section 4.1, The provisions of this Section 4.1 are supplemental to, and not in substitution of, other rights
retained by the Declarant pursuant to this Deciaration.

{a) Voting Agreement and Proxy.

By acceptance of a deed or other conveyance of a real estate interest subject herefo, an
Owner-Member does hereby grant, and if further required, does agree to vote in 2 manner to provide, to the
Declarant all voting rights and other corporate powers specifically reserved to and designated for the Declarant
under this Declaration. IN CONNECTION WITH THIS VOTING AGREEMENT, EACH MEMBER
APPOINTS THE DECLARANT AS PROXY FOR SUCH MEMBER WITH FULL POWER OF
SUBSTITUTION TO VOTE FOR THE MEMBER ON ALL SUCH MATTERS ON WHICH THE
MEMBER MAY BE ENTITLED TO VOTE, AND WITH RESPECT TO WHICH THERE IS A
RESERVATION OR DESIGNATION OF VOTING RIGHTS IN THE DECLARANT UNDER THIS
DECLARATION, AND WITH ALL POWERS WHICH THE MEMBER WQULD POSSESS IF
PERSONALLY PRESENT AT ANY MEETING OF MEMBERS. SUCH APPOINTMENT WILL BE,
UPON A MEMBER'S ACCEPTANCE OF A PEED OR OTHER CONVEYANCE AND WITHOUT THE
NECESSITY OF FURTHER ACTION BY THE DECLARANT OR THE MEMBER, A& POWER
COUPLED WITH AN INTEREST AND IRREVOCABLE. Such appointment will be effective as of the date
on which a deed or other conveyance of an interest to the Owner-Member is filed Of Record. This irrevocable
proxy will automatically terminate on the date the Declarant's voting rights as a Class B Member terminate. The
within voting agreement and proxy are in addition to, and not 1n substitution of, all rights of the Declarant herein
provided, which will run with the Property.
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Notwithstanding the generality of the foregoing, Declarant may not act under any such power of
attorney or proxy, or use any other device, to evade any limitations or prohibitions of the North
Carolina Planned Community Act, this Declaration, or the Bylaws of the Association, and any
attempt to do so shail be null and void ab initio.

{b} Creation of New Board.

Upon the expiration of the Declarant Control Period, election of the Board will pass to
the Owners as provided in the Bylaws. Following election of a new Board of Directors, the Declarant will deliver
all books, accounts, and records, if any, which the Declarani has kept on behalf of the Association and any
agreements or contracts executed by or on behalf of the Association during such period and which the Declarant
has in s possession.

142  Amendments by Declarant,

During the Declarant Control Period, the Declarant may amend this Declarasion or the Bylaws by
an instrument in writing filed Of Record without the approvai of any Owner or Mortgagee; provided, however,
that, (A} m the event that such amendment has a material adverse effect upon any Owner's righis hereunder or
adversely affects the title to any Unit, such amenament will be valid only upon the written consent thereto by a
majority in number of the then existing Owners affected thereby; and (B) in the event that such amendment would
materiaily and adversely affect the security title and interest of any Mortgagee, such amendment will be valid only
vpon the written consent thereto of all such Mortgagees so “affected. Any amendment made pursuant fo this
Section 14.2 will. be certified by the Declarant as having been duly approved by the Declarant, and by such
Owners and Mortgagees if required, and will be effective oniy upon it being filed Of Record or at such [ater date
as will be specified in the amendment itself Furithermore, following the Declarant Control Period, this
Declaration and the Bylaws may be amended solely by the Declarant filing same Of Record if such amendment is
necessary, in the reasonable determination of the Declarant, (i} to bring any provision hereof or thereof into
compliance or conformity with the provisions of any applicable governmental statute, rule, or reguiation or any
judicial determination which will be in conflict therewith, (ii) fo enable any reputable title insurance company ©
issue title insurance coverage with respect to any properties subject to this Declaration, (iif) if such amendment is
required by an institutional or governmental lender or purchaser of morigage ioans, including, for example, the
Federal National Mortgage Association or Federal Home Loan Mortgage Corporation, to enable such lender or
purchaser to make or purchase mortgage [ocans on any properties subject to this Declaration, or (iv) to enable any
governmental agency or reputable private insurance company t¢ insure Mortgages on the properties or other
improvements subject 1o this Declaration, Each Owner by acceptance of a deed or other conveyance of a Unit
agrees to be bound by amendments permitied by this Section 14.2, and further agrees, if requested by the
Deciarant, such Owner will consent to such amendment.

43 Amendments by the Assoeiation,

Amendments to this Declaration or the Bylaws, other than those authorized by Section 4.2
hereof, will be proposed and adopted in the following manner:

(a) Natice of the subject matter of the proposed amendment will be inciuded in the notice of
the meetmg of the Association at which such proposed amendment is 1o be considered and will be delivered to
gach Member of the Association.

(b) At such meeting, 8 resolution adopting a proposed amendment inay be proposed by either
the Board of Directors or Members of the Association. Such amendment must be apptroved by sixty-seven
percent (67%) or more of the votes of the entire Association, by Referendum or at a duiy held meeting of
Members called for the purpose of approving a proposed amendment, which percentage will aiso constitute the
quorutn required for any such meeting; provided, however, (i) that any amendment which matenally and
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adversely affects the security title and interest of any Mortgagee must be approved by such Mortgagee; (ii) during
the Declarant Control Period, such amendment must be approved by the Dectarant; and (iii) in the event that such
amendment also 15 an amendment to the Bylaws, the amendment will be adopted pursuant to the applicable
procedures of the Nonprofit Corporation Act.

{cy The agreement of the required percentage of the Owners and, where required, the
Declarant and any Mortgagee, to any amendment of this Declaration pursuant to this Section 4.3 will be
evidenced by thetr execution of such amendinent, or, in the alfernative, the sworn statement of the President of the
Association aftached to or incorporated in the amendment executed by the Association, which sworn statement
will state unequivocally that the agreement of the required parties was iawfully obtained. Any such amendment
of this Declaration will become effective only when filed Of Record or at such later date as may be specified in
the amendment riself,

Anything contained in this Section {4.3 1o the contrary notwithstanding, no amendment under
this Dectaration shall be made, or any vote therefor effective, if the resuif or effect thereof would have a material
adverse effect upon the Declarant or any rignt, limitation, approvai or easement of the Declarant without the prior
written approvai of the Deciarant.

14.4  Duration.

The provisions of this Declaration will run with and bind title to the Propesty, will be binding
upon and inure {o the benefit of all Owners and Mortgagees, and wiil be and remain in effect for a per1od of thirty
(30) years from and after the date this Declaration is filed Of Record, provided that rights and easements which
are stated herein to have a longer duration will have such ionger duration. Upon the expiration of said thirty (30)-
year petiod, this Declaration will be automatically renewed for successive ten (10)-year periods. The number of
ten (10)-year renewal periods will be unlimited, with this Declaration being automatically renewed and extended
upon the expiration of each ten (10)-year renewal period for an additional ten {10)-year period; provided,
however, tiiat there will be no renewat or extension of this Declaration, if, during the last year of an initial thirty
{30)-year period or the fast year of any ten (10}-year renewal period, 80% or more of the votes of the entire
Association, by Referendum or at a duly held meeting of Members called for the purpose of approving the
proceeding, which percentage wiil also constitute the guorum required, approve terminating this Dectaration at the
end of the then current term. In the event that the Association votes to terminate this Declaration, an instrument
evidencing such termination will be filed Of Record, such instrument to contaln a certificate wherein the President
of the Association swears that such termination was duly adopted by the requisite number of votes. Every
purchaser or graantee of any interest in any Property, by acceptance of a deed or otirer conveyance therefor,
thereby agrees that the provisions of this Declaration will run with and bing title to the Property as provided
hereby.

14.5 Termination of the Assaciation.

In the event that this Declaration is deciared to be void, invalid, illegai, or unenforceable 1n its
entirety, or (n such a significant manner that the Association is not able fo function substantially as contemplated
by the terms hereof, for any reason, by the adjudication of any court or otser tribunal having jurisdiction over the
parties hereto and the subject matter herecf, and such adjudication occurs within ten (10) years following the date
of recording this Declaration, all Common Area belonging to the Association at the time of such adjudication will
revert to the Declarant, and the Dectarant wiil own and operate said Common Areas as Trustee for use and benefit
of Owners within the Property as set forth beiow. If said adjudication will occur on a date more than ten (10}
years after the date of recording of this Declaration, or if the Members of the Association should vote not to renew
and extend this Declaration as provided for in Section 4.4, all Common Areas owned by the Association at such
time will be transferred to a properly appointed Trustee, which Trustee will own and operate said Common Areas
for the use and benefit of Owners within the Property as set forth below:
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" (a) Each Unit, parcei or tract of land located within the Property will be subject te an Annual
Assessment which will be paid by the QOwner therzof to the Declarant or Trustee, whichever becomes the
successor 1n titie to the Association. The amount of such Annual Assessment and its due date will be determined
soiely by the Declarant or the Trustee, as the case may be, but the amount of such Anuuval Assessment on any
particular fot, parcel or tract of land will not exceed the amount actually assessed against that lot, parcet or tract of
iand in the last year that Assessments were ievied by the Association, subject to the adjustment set forth in
subparagraph (b) immediately below.

()] The rate of the Annual Assessment which may be charged by the Deciarant or Trustee
hereunder on any particular ot or parcel may be automatically increased each year by either five (5%) percent or
the perceniage increase between the first month and the iast month of the Annuat Assessment peried in the CPI-U
issued by the U,S. Bureau of Labor Statistics in its monthly report, whichever of these two percentage figures is
larger. The actuai amount of such increase in the regular Annnal Assessment on a parcel will equal the reguiar
Annual Assessment on such iot or parcel for the previous year multiplied by the larger of the two percentage
factors set forth above, 1f the CPI-U is discontinued, then there will be used the most similar index published by
the United States Government that may be procured indicafing changes n the cost of living.

{(c) Any past due Annual Assessment fogether with interest thereon at the greater of fifteen
(15%) percent or the maximum annval rate permitted by iaw from the due date and all costs of collection
inciuding reasonable attomey's fees wiil be a personai obligation of the Ovwmer at the time that the Annual
Assessment becomes past due, and it will aiso constitute and become a charge and continuing lien on the lot or
parcel of land and all improvements thereon, against which the Assessment has been made, n the hands of the
then Owner, his heirs, devisees, personal representatives and assigns.

{d) The Declarant, or the Trustee, as the case may be, will be required to use the funds
collected as Annual Assessments for the operation, mainfenance, repair and upkeep of the Common Areas. The
Deciarant or the Trustee may charge as part of the cost of such functions the reasonable value of its services in
carrying out the duties herein provided. Neither the Declarant nor the Trustee will have the obligations to provide
for operation, maintenance, repair and upkeep of the Common Areas once the funds provided by the Anpual
Assessment have been exhausted.

(&) The Declarant will have the right to convey title to the Common Areas and to assign its
rights and duties hereunder, provided that the transferee accepts such properties subject to the limitations and uses
mmposed hereby and affirmatively acknowledges iis aceeptance of the duties imposed hereby.

H The Trustee will have the power to dispose of the Common Areas, free and clear of the
limitations imposed hereby; provided, however, that such disposition will first be approved in writing by fifty-ons
(51%) percent of the Owners of Property within the Property or in the alternative will be found, in the exercise of
reasonable business judgment, to be in the best interest of the Owners of property within the Property. The
proceeds of such a saie will first be used for the payment of any debis or obligations constituting @ lien on the
Common Areas, then for the payment of any obligations incurred by the Trustee in the operation, maintenance,
repair and upkeep of such Property, then for the payment of any obligations distributed among the Owners of
property within the Development, exclusive of the Trustees, in a proportion equai to the portion that the Default
Annual Assessment on property owned by a particular Owner bears to the total Defauit Annuai Assessment for all
property located within the Property.

146  Perpetuities.

If any of the covenants, conditions, testrictions, or other provisions of this Deciaration will be
unlawful, void, or voidable for violation of the ruie agamst perpetuities, then such provisions will continue only
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untit twenty-one (21} years after the death of the last survivor of the now living descendants of Mis. Rose
Kennedy, mother of U, S, Senator Edward Kennedy.

14.7  Interpretation.

In all cases, the provisions set forth or provided for in this Declaration will be construed together
and given that interpretation or construction which, in the opinion of the Declarant or the Board of Directors will
best effect the Infent of the generai plan of development. The provisions hereof will be liberally interpreted and,
if necessary, they will be so extended or enlarged by implication as to make them fully effective. The provisions
of this Declaration will be given full force and effect notwithstanding the existence of any zoning ordinance or
building codes that are less restrictive. The effective date of this Declaration will be the date of its filing Of
Record, The captions of each Article and Section hereof as to the contents of each Articie and Section are
inserted only for convenience and are in no way to be construed as defining, limiting, extending, or otberwise
moadifying or adding to the particuiar Article or Section to which they refer. This Declaration will be construed
under ard in accordance with the laws of the State of North Carolina.

i4.8 Ne Affirmative Obligation Unless Stated.

ANY RESERVATION OR RIGHT OF THE DECLARANT WHICH IS STATED IN OR
IMPLIED FROM THIS DECLARATION WILL NOT GIVE RISE TO ANY AFFIRMATIVE OBLIGATION
OR DUTY ON THE PART OF THE DECLARANT UNLESS EXPRESSLY STATED IN THIS
DECLARATION.

149 NoImplied Liabilities or Duties.

ANY RULES OR REGULATIONS ESTABLISHED BY THE DECLARANT PURSUANT TO
THIS DECLARATION WILL NOT EXPRESSLY OR IMPLIEDLY CREATE ANY DUTY OF CARE TO ANY
PROPERTY OWNER.

1410 Gender and Gramimar.

The singular wherever used herein will be construed to mean the piural when applicable, and the
necessary gramwnatical changes required to make the provisions hereof apply either fo corporations or other
entities or to mdividuals, men or women, will in all cases be assumed as though in each case fuily expressed.

14.11  Severability.

Whenever possible, each proviston of this Declaration shali be interpreted in such manner as to be
effective and valid, but it the application of any provision of this Declaration to any person or to any property will
be prohibited or heid invalid, such prohibition or invalidity will not affect any other provision or the application of
any provision which can be given effect without the invalid provision or application, and to this end the
provisions of this Declaration are declared to be severable.

i4.]2 Rights of Third Paities.

This Declaration will be filed Of Record for the benefit of the Deciarant, the Owners, and their
Mortgagees as herem provided, and by such recording, no adjowning property owner or third party will have any
right, title or interest whatsoever in the Development, except as provided heremn, or in the operation or
continuation thereof or in the enforcement of any of the provisions hereof, and, subject to the rights of the
Declarant and Mortgagees as herein provided, the Owners will have the right to extend, modify, amend, or
otherwise change the provisions of this Declaration without the consent, permission, or approval of any adjoining
owner or third party.
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i4.13 Conflicts With Neighborhood Declarations.

In the case of any conflict between this Declaration and a Neighborhood Declaration, the
applicable provision of this Declaration shall controf, unsess the effect thereof would be to make the applicable
provision of this Declaration less restricitve, in which later case the applicable provision of the Neighborhood
Declaration shall controi,

i4.i4  Notice of Saie, Lease, or Mortgage.

In the event an Owner sells, leases, mortgages, or otherwise disposes of any Unit, the Owner must
promptly furnish to the Association in writing the name and address of such purchaser, lessee, mortgagee, or
transferee.

14.15 No Trespass.

Whenever the Association, the Declarant, or the ARC are permitted by this Declaration to enter
upon, cerrect, repair, clean, reamlain, preserve, Or ¢o any other action within any portion of the Devetopment, the
entering thereon and the taking of such action will not deem to be trespass.

14.16 Notices.

Notices required hereunder will be in writing and will be delivered by hand or sent by Umted
States Mail, postage prepaid. All notices to Owners will be delivered or sent to such addresses as have been
designated in writing to the Association, or if no address has been so designated, at the addresses of such Owners’
respective Unifs. All notices to the Association will be delivered or sent in care of the Declarant to the Declarant's
main office, 2050 Corporate Centre Drive, Suite 200, Myrtle Beach, SC 29577, or to such other address as the
Association may from fime to time notify the Owners. All notices to the Peclarant will be delivered or sent to the
Declarant's main office, 2050 Corporate Centre Drive, Suite 200, Myrtle Beach, SC 29577, or t0 such other
address as the Declarant may from time to time notify the Assoctation. Notices to Mortgagees will be delivered
or sent o such addresses as such Mortgagees specify in writing to the Association. Notices to any other person or
persons entitled to same hereunder will be delivered or sent to such address or addresses as such person or persons
specify, from time to time, in writing to the sender, or, in the absence thereof, 10 such address or addresses as will,
i the exercise of reasonable judgment by the sender, reasonably expected to be received by such person or
persons.

t4.17  Joinder of

, lender to Declarant, executes this Declaration to signify 1ts consent and
agreement that its mortgage(s) recorded in the ROD in Book , Pape isfare and shall
remain subordinate to this Declaration.

[Remainder of Page Purposely Left Blank)
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IN W(TNESS WHEREOQF, the undersigned, Declarant herein, has hereby caused this instrument to be

executed this i day of m&k in , 2004.

CENTEX HOMES

a Nevada Gener. ; ership
Byﬁ/;//ﬂ 1/ A WM—
Its: /ﬁ_{' T?j\a ng_z

STATE OF NORTH CAROLINA
COUNTY OF BRUNSWICK

I certify that KeHie Honeveutt, personally appeared before me this day and she 1s
personally known to me she has acknowiedged that she is the Assistant Secrefary of
Centex Homes, a2 Nevada General Parinership and that by authority duly given and ag
the act of such entity he/she has voluntarily executed the foregoing instrument for the
purpose stated therein and in the capacity indicated.

=g
Witness my hand and Notarial stamp or seal, this L day of _M(U’Cf’l

Notary Public: Heather E. Hughes
My Comumnission Expires:  7/25/2011

2007.
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