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AMENDED AND RESTATED
DECLARATION OF COVENANTS, CONDITIONS
AND RESTRICTIONS
FOR THE BLUFFS ON THE CAPE FEAR

THIS AMENDED AND RESTATED DECLARATION OF COVENANTS,
CONDITIONS AND RESTRICTIONS FOR THE BLUFFS ON THE CAPE FEAR (this
"Restated Declaration") is made as of the date set forth on the signature page hereof by BBTB
REAL PROPERTIES NC LLC, a North Carolina limited liability company (hereinafter referred
to as the "Declarant” as defined herein below).

WITNESSETH

WHEREAS, River Bluff Holdings IT LLC was the declarant under that certain Declaration
of Covenants, Conditions and Restrictions dated as of May 4, 2006 and recorded in Book 2383,
Page 738 in the Brunswick County Registry (together with all previous amendments, supplements,
and restatements, the "Original Declaration"), encumbering the property described therein; and

WHEREAS, River Bluff Holdings II LLC amended the Original Declaration by recording
that certain Amended and Restated Declaration of Covenants, Conditions and Restrictions for the
Bluffs on the Cape Fear in Book 2392, Page 617 of the Brunswick County Registry and the
Amendment to Amended and Restated Declaration of Covenants, Conditions and Restrictions for
the Bluffs on the Cape Fear in Book 3689 at Page 1083; and

WHEREAS, Declarant succeeded to the rights of River Bluff Holdings II LLC by virtue
of that Assignment and Assumption of Declarant Rights recorded in Book 4041, Page 852,
Brunswick County Registry; and

WHEREAS, Declarant recorded the Amendment to Amended and Restated Declaration of
the Covenants, Conditions and Restrictions for the Bluffs on the Cape Fear in Book 4117 at Page
634, Brunswick County Registry and the Amendment to Amended and Restated Declaration of
Covenants, Conditions and Restrictions for the Bluffs on the Cape Fear recorded in Book 4862 at
Page 186; and

WHEREAS, Declarant is the owner of the real property described in Exhibit "A" attached
hereto and incorporated herein by this reference; and

WHEREAS, Declarant or its predecessor has annexed additional property and made the
Original Declaration subject to such property by means of amendments and supplements; and

WHEREAS, Declarant has the power and authority to impose upon the property described
in Exhibit A and all other property now subject to the Original Declaration by means of amendment
or supplementation and intends by this Declaration to impose upon all such property mutually
beneficial restrictions, easements, covenants and conditions under a general plan of improvement
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and development for the benefit of all owners of property within The Bluffs on the Cape Fear.
Declarant desires to provide a flexible and reasonable procedure for the overall development,
administration, maintenance, preservation, use and enjoyment of such property as is now or may
hereafter be submitted to this Declaration; and 5

WHEREAS, Declarant has retained and reserved:the option, right and privilege, but not
the obligation, to annex to the Community and subject to this Declaration all or any portion of the
Additional Property, as defined hereinbelow, in the future; and

WHEREAS, Section 14.2 of the Original Declaration provides that until termination of the
Class "B" membership, Declarant may unilaterally amend the Original Declaration for any
purpose; and

Declarant desires to amend and restate the Original Declaration as set forth herein.

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual covenants
and conditions herein contained, and other good and valuable consideration, the legal sufficiency
of which are hereby acknowledged, Declarant hereby amends and restates the Original Declaration
in its entirety as follows:

NOW THEREFORE, Declarant hereby declares that all of the property described in
Exhibit "A" and all other property previously made subject to the Declaration and any Additional
Property as may by subsequent amendment be added and subject to this Declaration shall be held,
sold, and conveyed subject to the following easements, restrictions, covenants and conditions
which are for the purpose of protecting the value and desirability of and which shall run with the
real property submitted to this Declaration and which shall be binding on all parties having any
right, title or interest in the property described on Exhibit A" and any portion of the Additional
Property made subject hereto, their heirs, successors, successors in title, and assigns, and shall
inure to the benefit of each owner thereof.

ARTICLE 1 DEFINITIONS

The terms in this Declaration and the attached exhibits shall generally be given their
natural, commonly accepted definitions except as otherwise specified. Capitalized terms shall be
defined as set forth below.

1.1 " Additional Property" shall mean and refer to all that property described in Exhibit
"B" attached hereto and any property as may be adjacent to or contiguous with the Exhibit "B"
Property or the Exhibit ""A" Property, to the extent such property has not already been made
subject to the Original Declaration by means of annexation and amendment to or supplementation
of the Original Declaration. Property shall be deemed to be adjacent to or contiguous with the
Exhibit "B" Property or the Exhibit ""A" Property if it physically connects to such property, at
any point, or if it is separated only by a road, public or private, or water course, including any river,
creek or lake.

10
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1.2 "Area of Common Responsibility" shall mean the Common Area, together with
those areas, if any, for which the Association has or assumes responsibility pursuant to the terms
of this Declaration, any Supplemental Declaration, or other applicable covenant, contract or
agreement. '

1.3 "Articles of Incorporation” or "Articles" shall mean or refer to the Articles of
Incorporation of the Association as amended from time to time.

1.4  "Association" shall mean and refer to The Bluffs on the Cape Fear Property Owners
Association, Inc., a North Carolina non-profit corporation, its successors and assigns.

1.5  "Board of Directors" or "Board" shall mean and refer to the elected body of the
Association having its normal meaning under the North Carolina Non-Profit Corporation Act and
Law.

1.6 "Builder/Owner" shall mean and refer to the Owner of a Lot, which Owner is
designated, in writing, as a Builder/Owner by Declarant who, as a primary vocation, is in the
business of construction of Residential Units and who owns such Lot for the of development of a
Residential Unit thereon and the sale thereof to a third party.

1.7  "By-Laws of the Association" or "By-Laws" shall mean and refer to those Bylaws
of the Association which govern the administration and operation of the Association, as the same
may be amended from time to time.

1.8 "Common Area" shall mean or refer to all real and personal property now and
hereafter owned by the Association for the common use and enjoyment of the Owners or otherwise
made available for the exclusive use and enjoyment of the Owners. The Common Area shall
include, but not be limited to, the roads, streets, entrance ways, recreational areas, that certain
house located at 4026 East Beach Drive, Oak Island, North Carolina 28463, street lighting and
signage located on property owned by the Association or made available for the exclusive use and
enjoyment of the Owners. The Common Area shall not include the Private Amenities, unless
Declarant expressly and in writing designates such Private Amenities or Commercial Property as
Common Area and submits the same, in writing, to this Declaration.

1.9  "Common Expenses" shall mean and refer to the actual and estimated expenses of
operating the Association and the Community, including any reasonable reserve, all as may be
imposed hereunder and found to be necessary and appropriate by the Board pursuant to this
Declaration, the By-Laws and the Articles of Incorporation.

1.10  "Community" shall mean and refer to that certain real property described in Exhibit
"A" attached hereto and such additions thereto as may be made by Declarant by any Supplemental
Declaration or amendment hereto which annexes to this Declaration all or any portion of the
Additional Property.

11
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1.11  "Community-Wide Standard" shall mean the standard of conduct, maintenance or
other activity generally prevailing in the Community as determined by the Declarant for so long
as the Development Period continues and thereafter as determined by the Board.

1.12  "Cost Sharing Agreement" shall mean any agreement, contract or covenant between
the Association and an owner or operator of the Private Amenities or other property adjacent to,
in the vicinity of or within the Community for the allocation of expenses for amenities and/or
services that benefit both the Association and the owner or operator of such property.

1.13  "County" shall mean Brunswick County, North Carolina.

1.14 "Days" shall mean calendar days; provided, however, if the time period by which
any action required hereunder must be performed expires on a Saturday, Sunday or legal holiday,
then such time period shall be automatically extended to the close of business on the next regular
business day.

1.15 "Declarant" shall mean BBTB REAL PROPERTIES NC LLC, the owner of the
Properties submitted hereto, together with any successor in title who comes to stand in the relation
to the Community as its predecessor. Notwithstanding the foregoing, the phrase "Owner" as
referred to in this definition shall not include in its capacity as such any Mortgagee except for such
Mortgagee who acquires said Declarant's entire interest with respect to the Properties and the
Additional Property at the time of such acquisition pursuant to Foreclosure of a Mortgage
encumbering said Declarant's interest in the Properties and the Additional Property and who then
expressly assumes the position of Declarant.

1.16  "Declaration" shall mean and refer to this Declaration of Covenants, Conditions
and Restrictions and all amendments and Supplemental Declarations thereto filed for record in the
Public Records of the County.

1.17 "Design Review Board" shall mean and refer to that certain Board/Committee as
empowered in accordance with Article 9 hereof.

1.18  "Development Period" shall mean the period of time during which the Declarant
owns any property which is subject to this Declaration or has the unilateral right to subject
Additional Property to this Declaration pursuant to Section 7.1. The Declarant may, but shall not
be obligated to, unilaterally relinquish its rights under this Declaration and terminate the
Development Period by recording a written instrument in the Public Records.

1.19  "Exclusive Common Area" shall mean a portion of the Common Area intended for
exclusive use or primary benefit of one or more, but less than all Lots, as more particularly
described in Article 2.

1.20  "Foreclosure" shall mean and refer to, without limitation, the judicial or non-
judicial foreclosure of a Mortgage or the conveyance of a secured party by a deed in lieu of such
Jjudicial or non-judicial foreclosure. :

12
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1.21 "General Assessments" shall mean assessments levied on all Lots subject to
assessment under Article 8 to fund Common Expenses for the general benefit of all Lots, as more
particularly described in Article 8. i

1.22 "Governing Documents” shall mean the Declaration, By-Laws, Articles of
Incorporation, all Supplemental Declarations, all Design Guidelines, the Rules and Regulations of
the Association, the License Agreement, all Cost Sharing Agreements, and all additional covenants
governing any portion of the Properties or any of the above, as each may be amended from time
to time.

123  "Institutional Mortgage" shall mean and refer to a Mortgage held by a bank, trust
company, insurance company, or other recognized lending institution, or by an institutional or
governmental purchaser of mortgage loans in the secondary market, such as Federal National
Mortgage Association or Federal Home Loan Mortgage Corporation.

124 "License Agreement" shall mean the agreement between the Declarant, the
Association and the Lower Cape Fear Water and Sewer Authority, dated February 13, 2006, and
recorded in Book 2379, page 1167, Brunswick County Registry, a copy of which is attached hereto
as Exhibit "C".

125 "Lot" shall mean and refer to a platted portion of the Properties other than the
Common Area, intended for independent use or ownership. Lots shall be shown on the plats of
survey filed with this Declaration in the Public Records of the County, or amendments thereto, or
may be further described in any amendment to this Declaration or Supplemental Declaration which
may be made applicable to all or any portion of the Properties. The term "Lot" shall include within
its meaning, but shall not be limited to, a numbered parcel identified on a plat of the Properties
recorded in the Public Records which is intended for independent ownership and shall, for all
purposes, include the Residential Unit as may be located thereon.

126 "Majority" shall mean those votes, Owners, members, or other group, as the context
may indicate, totaling more than fifty percent (50%) of the total eligible number.

127 "Member" shall mean and refer to a person or entity entitled to membership in the
Association as provided herein.

128 "Modifications Committee" shall mean and refer to that certain Committee of the
Association as empowered in accordance with Article 9 hereof.

1.29 "Mortgage" shall mean and refer to a deed to secure debt, deed of trust, as well as
a Mortgage, and a "First Mortgage" is a first priority deed to secure debt, deed of trust or mortgage.

1.30 "Mortgage" shall mean and refer to the grantor, holder or beneficiary of a Mortgage,

and a "First Mortgagee" is the beneficiary of a first priority deed to secure debt, deed of trust or
mortgage.

13
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131 "Owner" shall mean and refer to the record owner, whether one or more persons or
entities, of any Lot which is part of the Properties but excluding in all cases any party holding an
interest merely as security for the performance of an obligation. When the term Owner is used it
shall include a Builder/Owner unless the context otherwise so requires.

132 "Parcel" shall mean and refer to designated subdivisions of Property subject to this
Declaration and comprised of one or more Lots. In the absence of a specific designation of separate
Parcel status, all property within a Phase shall be considered as part of the same Parcel; provided,
however, the Declarant may designate so long as the Declarant owns a Lot by certification recorded
in the Public Records that such Property shall constitute a separate Parcel or Parcels and provided,
further, a Parcel may include more than one Phase if so designated by Declarant. A Parcel may be
smaller or larger or coterminous with any and all Phases. A Parcel may be established, by way of
example and not limitation, to include only interior Lots, waterfront Lots, or other Lots similarly
situated one to the other, provided that this shall not be a limitation in the creation of a Parcel but
rather an example thereof.

1.33  "Parcel Assessments" shall mean and refer to Assessments for Common Expenses
provided for herein or by any Supplemental Declaration or amendments hereto or thereto which
are used for the purpose of promoting the recreation, health, safety, welfare, common benefit and
enjoyment of the Owners within a specific Parcel, including but not limited to, the maintenance of
Property within a Parcel.

1.34 "Person" shall mean a natural person, a corporation, a partnership, a limited liability
company, a fiduciary acting on behalf of another Person or any other legal entity.

1.35 "Phase" shall mean and refer to the increments of Property subjected to this
Declaration including the initial Phasé described on Exhibit "A" hereto and subsequent Phases
described in any amendments or Supplemental Declarations annexing all or any portion of the
Properties hereto, each such described Property being a separate Phase.

1.36 "Private Amenities" shall mean certain real property and any improvements and
facilities thereon designated by the Declarant as a Private Amenity and located adjacent to, in the
vicinity of, or within the Community, which Private Amenity is privately owned and operated by
Persons other than the Association for commercial, recreational or related purposes and which may
include by way of example and not limitation, any marina, boat ramp, boat yard and related marine
facilities, which facility may be operated on a club membership or entry privileges basis and not
part of the Common Area.

1.37 "Properties” shall mean and refer to the real property described on Exhibit "A"
attached hereto and shall further refer to such Additional Property or part thereof when and if such
is annexed by amendment or Supplemental Declaration to this Declaration. The Properties shall
include the Common Area, but shall not include the Private Amenities unless and until the same
are, in writing, expressly made subject to the terms of this Declaration by instrument recorded in
the Public Records executed by Declarant.

1.38  "Public Records" shall mean The Office of the Register of Deeds of the County.
14
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139 "Residential Unit" shall mean and refer to any portion of the Properties intended
for use and occupancy as a residence or accommodation by a single household and shall, unless
otherwise specified, include within its meaning by way of illustration and not limitation, single-
family detached homes. For purpose of this Declaration, a Residential Unit shall come into
existence when substantially complete.

1.40 "Rules and Regulations" shall mean and refer to those Rules and Regulations as
promulgated by the Board of Directors of the Association pursuant to this Declaration and Laws.

1.41 "Special Assessments" shall mean assessments levied in accordance with Section

8.4.

1.42 "Specific Assessments" shall mean assessments levied in accordance with Section
6.4 or Section 8.5.

1.43  "Subdivision Plats" shall mean and refer to the Plats recorded by Declarant in the
Public Records which depict the Lot within the Community or any Phase of the Properties.

1.44 "Supplemental Declaration” shall mean and refer to a Declaration of Covenants,
Conditions and Restrictions which, from and after date of recording of this Declaration, may be
executed by Declarant or approved, in writing, by Declarant which, by its terms, provides for
restrictions on the use of Property or respective Phase or Parcel in a specified manner, as set forth
therein. By way of example and not limitation, a Supplemental Declaration may establish
supplemental restrictive covenants, conditions or restrictions applicable to a Phase or Parcel which
provide for restrictions regarding design guidelines for Residential Units or provide for
supplemental restrictive covenants, conditions or restrictions as may be applicable to any
respective portion of the Properties annexed and made subject to the terms of this Declaration.

ARTICLE 2 PROPERTY RIGHTS

2.1  Development of the Properties. Except as set forth in Section 10.5, or as permitted
by a Supplemental Declaration as may be applicable to a respective Phase (including any
Supplemental Declaration as may annex the Private Amenities to the terms hereof), all Lots within
the Properties (a) shall be and are hereby restricted exclusively to single-family residential use (b)
shall be developed and built upon only for detached single family dwelling purposes and (c) shall
be subject to the standards and restrictions set forth this Declaration including, specifically, Article
9 hereof and Design Guidelines adopted pursuant to this Declaration. Declarant shall have the
right, but not the obligation, during the Development Period to make improvements and changes
to all Common Area and to all Lots owned by Declarant, including, without limitation, (i)
installation and maintenance of any improvements in and to the Common Area, (ii) changes in the
location of the boundaries of any Lots owned by Declarant or of the Common Area, (iii) changes
in the boundaries between the Private Amenities (so long as owned by Declarant) and any portion
of the Properties owned by Declarant (or any of the Additional Property submitted to the terms
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hereof), (iv) installation and maintenance of any water, sewer, and other utility systems and
facilities, and(v) installation of security and/or refuse facilities.

2.2 Development of Additional Property. Declarant hereby reserves the option, right
and privilege (but not the obligation), to be exercised in its sole discretion, to submit from time to
time the Additional Property or a portion or portions thereof to the provisions of this Declaration
and thereby to cause the Additional Property or a portion or portions thereof to become part of the
Properties. This option, right or privilege may be exercised only by Declarant in accordance with
the terms, conditions, and limitations set forth in Article 7 hereinbelow, which are the only terms,
conditions and limitations on such option, right and privilege to add all or any portion of the
Additional Property to the Properties.

2.3 Private Amenities. Private Amenities may be located in, adjacent to or in the
vicinity of the Community on Property owned by the Declarant as of the date of recordation of this
Declaration in the Public Records. The Private Amenities shall be a facility separate and distinct
from the Common Area and the Properties unless and until the Declarant determines that the
Private Amenities are to be subject to the terms of this Declaration by recordation in the public
records of an amendment hereto or a Supplemental Declaration, executed by Declarant. The
Private Amenities shall be governed by its own rules and requirements. The Private Amenities
shall not be subject to regulations, restrictions or requirements of the Association. Each owner
expressly acknowledges that the Private Amenities, as hereinabove referred to, may be developed
and operated by the Declarant, or its respective successors; assigns and interests thereto, with no
obligation to dispose, sell or refrain from the disposition or sale of such Private Amenities to
anyone, including, but not limited to, any Lot Owner or to the Association or any other
organization or entity which may now or hereafter exist. Each Owner acknowledges that by
acquiring title to any Lot, or by acquiring a membership in the Association, that such Owner does
not acquire any vested right or easement, prescriptive or otherwise, to use the Private Amenities
in any manner nor does any Owner acquire any ownership interest in the Private Amenities.

2.4  Easement of Enjoyment. Every Owner, including each Builder/Owner, and each
owner of the Private Amenities, shall have a right and easement of enjoyment in and to the
Common Area subject to any restrictions, limitations, or provisions contained in this Declaration.
Such right and easement may be exercised by the Owner, including Builder/Owner, and each
owner of the Private Amenities, as the case may be, and the members of their respective family
and their respective tenants, licensees and invitees, subject to such reasonable regulations and
procedures as may be adopted by the Board. An Owner, including each Builder/Owner, and each
owner of the Private Amenities, may assign to any tenant thereof all rights of access to and use of
the Common Area so that such tenant, and its respective licensees and invitees shall be entitled to
access to and use and enjoyment of the Common Area on the same basis as the assignor and his
family and guests. The aforementioned right and easement of enjoyment shall be appurtenant to
and shall pass with the title to every Lot and to the Private Amenities subject to the following
easements, reservations, rights and provisions, which are expressly reviewed hereby:

(a) the right of the Association to suspend an Owner's voting rights, if any, and right
to use the facilities as may be located on the Common Area following notice to the Owner and an
opportunity to be heard, (i) for any period during which any Association assessment against said
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Owner's property remains unpaid and (ii) for any infraction of this Declaration or the Rules and
Regulations for the duration of the infraction; and

(b) the right of the Association to borrow money (i) for the purpose of improving the
Common Area, or any portion thereof, (ii) for acquiring additional Common Area, (i) for
constructing, repairing, maintaining or improving any facilities located or to be located within the
Common Area, or (iv) for providing the services authorized herein, and, subject to the provisions
herein, to give as security for the payment of any such loan a Mortgage; provided, however, no
portion of the Common Area may be conveyed or subjected to a security interest by the Association
unless persons entitled to cast eighty percent (80%) of the votes of the Association agree in writing
to such action; provided, further, that the lien and encumbrance of any such Mortgage given by
the Association shall be subject and subordinate to any and all rights, interests, options, licenses,
easements and privileges herein reserved or established for the benefit of Declarant, any Owner,
the owner of the Private Amenities or the holder of any Mortgage, irrespective of when such
Mortgage was executed or given. Notwithstanding the above, or any other provision of this
Declaration to the contrary, during the Development Period, the Association shall not, without the
consent of Declarant, borrow money or pledge, mortgage or hypothecate all or any portion of the
Common Area; and

(c) the right of the Association to grant and accept easements as provided herein and
to dedicate or transfer fee simple title to all or any portion of the Common Area to the County or
to any other public agency or authority, public service district, public or private utility, or other
Person provided that any such transfer of the fee simple title must be approved by at least eighty
percent (80%) of the votes of the Association and by Declarant, during the Development Period;
provided nothing herein shall require the County or any public agency or authority of the County
to accept any such conveyance until the standards of such proposed grantee have been met and
satisfied; and

(d)  the right of the Declarant or the Association, with the approval of Declarant, to
dedicate, transfer, or grant permits, licenses, or easements in and to the Common Area for utilities,
roads, and other purposes reasonably necessary or useful for the proper maintenance, or operation
of the Properties, the Additional Property, the Private Amenities, and the Association.

2.5 Exclusive Common Area.

(a) The Declarant may designate certain portions of the Common Area as Exclusive
Common Area which thereby shall be reserved for the exclusive use or primary benefit of Owners
and occupants of specified Lots. By way of illustration and not limitation, Exclusive Common
Areas may include entry features, private streets, landscaped medians and cul-de-sacs, and shared
driveways. All costs associated with maintenance, repair, replacement, and insurance of an
Exclusive Common Area shall be assessed as a Specific Assessment against the Owners of Lots
to which the Exclusive Common Areas are assigned.

(b) Exclusive Common Area shall be designated as such, and the exclusive use thereof
shall be assigned, in the deed by which the Common Area is conveyed to the Association, this
Declaration, a Supplemental Declaration and/or on the subdivision plat relating to such Common
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Area; provided however, any such assignment shall not preclude the Declarant from later assigning
use of the same Exclusive Common Area to additional Lots during the Development Period.
Thereafter, a portion of the Common Area may be assigned as Exclusive Common Area of a
particular Lot and Exclusive Common Area may be reassigned upon approval of the Board and
the Majority vote of the total Class "A" Members in the Association, including, if applicable, a
Majority vote of the Class "A" Members to which the Exclusive Common Area is assigned, if
previously assigned, and to which the Exclusive Common Area is to be assigned or reassigned.

(c) The Association may, upon approval of a Majority vote of the Class "A" Members
to which any Exclusive Common Area is assigned, permit Owners of other Lots to use all or a
portion of such Exclusive Common Area upon payment of reasonable user fees, which fees shall
be used to offset the Specific Assessments attributable to such Exclusive Common Area.

2.6  No Partition. Except as is permitted in this Declaration, there shall be no partition
of the Common Area or any part thereof, nor shall any person acquiring any interest in any of the
Properties or any part thereof seek any such partition, judicial or otherwise, unless the affected
area has been removed from the provisions of this Declaration. This section shall not be construed
to prohibit the Board of Directors from acquiring and disposing of tangible personal property nor
from acquiring title to real property which may or may not be subject to this Declaration.

2.7  Interest Subject to Plan of Community. Every Owner of a Lot shall take title to such
Lot and every Mortgagee and lienholder holding an interest therein shall take title or hold such
security interest with respect thereto subject to this Declaration, as may be amended. Any provision
of this Declaration to the contrary notwithstanding, the provisions set forth in this Article 2 may
not be abrogated, modified, rescinded, supplemented, or amended in whole or in part without the
prior written consent of Declarant.

2.8 Subdivision Plat.

(a) Declarant reserves the right to record, modify, amend, revise and add to, at any time
and from time to time, Subdivision Plat(s) setting forth such information as Declarant may deem
necessary with regard to the Properties, including, without limitation, the locations and dimensions
of the Lots, Common Area, Additional Property, Private Amenities roads, utility systems, drainage
systems, utility easements, drainage easements, access easements, and set-back line restrictions.
The Owner of Private Amenities shall have the right to record, modify, amend, revise and add to,
at any time, plat(s) setting forth such information as such Owner may deem necessary with regard
to the Private Amenities.

(b) Until the time a Lot within a respective Parcel or Phase is transferred by the
Declarant to another (other than a Builder/Owner, an affiliate of Declarant, or a holder of a First
Mortgage), no Owner of any Lot or Residential Unit shall have any rights whatsoever to the
continuation of any covenants, or restrictions on such Parcel or Phase as contained herein or as
may be imposed, expressly or impliedly, by recordation of any Subdivision Plat or as might
otherwise be implied or expressed. In furtherance thereof, until the time a Lot within a respective
Parcel or Phase is transferred by the Declarant as aforementioned, the Declarant may revoke or
cancel any Subdivision Plat or other instrument which might be deemed, either expressly or
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impliedly, to impose any covenants, conditions, or restrictions or may take whatever steps it deems
necessary or desirable to avoid the implication of such existing.

2.9  Property Rights. Each Lot shall for all purposes constitute real property which may
be owned in fee simple and which, subject to the provisions of this Declaration or any
Supplemental Declaration, may be conveyed, transferred, and encumbered the same as any other
real property. Each Owner shall be entitled to the exclusive ownership and possession of his Lot,
subject to the provisions of this Declaration, including without limitation, the provisions of this
Declaration. If any chutes, flues, ducts, conduits, wires, pipes, plumbing, or any other apparatus or
facilities for the furnishing of utilities or other services to a Lot is conveyed therewith and lies
partially within and partially outside of the designated boundaries of the Lot in question, any
portions thereof which serve only such Lot shall be deemed to be a part of such Lot and any
portions thereof which serve more than one Lot or any portion of the Common Area, shall be
deemed to be part of the Common Area. The ownership of each Lot shall include, and there shall
pass with the title to each such Lot as an appurtenance thereto, whether or not separately described
all rights of a Member in the Association and all of the right and interest of use in and to the
Common Area as set forth herein.

ARTICLE 3 MEMBERSHIP AND VOTING RIGHTS

3.1  Membership. Subject to Section 3.2 of this Article, every person who is the record
owner of a fee or undivided fee interest in any Lot which is subject to this Declaration shall have
a membership in the Association. Membership shall be appurtenant to and may not be separated
from ownership of any such Lot, and such ownership of a Lot which is subject to this Declaration
shall be the sole qualification for such membership. In the event that fee title to such a Lot is
transferred or otherwise conveyed, the membership in the Association which is appurtenant thereto
shall automatically pass to such transferee, notwithstanding any failure of the transferor to endorse
to his transferee any certificates or other evidence of such membership. The foregoing is not
intended to include persons who had an interest merely as security for the performance of an
obligation, and the giving of a security interest shall not terminate the Owner's membership. The
Owner of the Private Amenities may be a member of the Association if the Private Amenities is
annexed to the terms of this Declaration and membership in the Association for the Owner of the
Private Amenities is provided for therein.

3.2 Multiple Owners. No Owner, whether one or more persons, shall have more than
one (1) membership per Lot owned; provided, however, multiple use rights for multiple Owners
shall exist subject, however, to the right of the Board to regulate and limit use by multiple Owners.
Each Owner, by acceptance of a deed or other conveyance for a Lot, consents and agrees to the
dilution of his or her voting interest in the Association by virtue of the submission from time to
time of the Additional Property or any portion or portions thereof to the terms of this Declaration
as provided herein. The rights and privileges of membership, including the right to vote, may be
exercised by a Member or the Member's spouse.

33 Voting. The Association shall have three (3) classes of membership, Class "A",
Class "B" and Class "C".
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(a) Class "A". Class "A" members shall be all Owners, including Builder/Owners, with
the exception of the Class "B" and "C" Members, if any Class "A" Members shall be entitled on
all issues to one (1) vote for each Lot in which they hold the interest required for membership by
Section 3.1 hereof, When more than one person holds such interest any Lot, the vote for such Lot
shall be exercised as those Owners themselves determine and if one of such multiple owners
exercises the vote without opposition by any other of such multiple owners at the same time such
vote is exercised, the vote shall be as so exercised. In the event more than one of such multiple
owners seek to exercise the vote or if any one of such multiple owners dispute any others right to
so vote, the Lot's vote shall be suspended.

(b) Class "B". The Class "B" member shall be the Declarant. Until termination of the
Class "B" vote, as provided for below, the Class "B" member shall be entitled to three (3) times
the total number of then existing Class "A" and Class "C" votes and the Class "B" member may
appoint the members of the Board of Directors and Officers of the Association. The Class "B"
membership shall terminate upon the happening of the earlier of the following:

(1) unless Declarant has an unexpired option to add Additional Property, one
hundred twenty (120) days after ninety-five (95%) percent of the approximately seven hundred
(700) Lots as are contemplated to be part of the Community on the master plan thereof, inclusive
of Lots as may exist or come to exist with the Additional Property, have been conveyed to Owners
other than Builder/Owners or affiliates of Declarant;

(ii) when, in its discretion, the Declarant so determines; or
(ili)  on December 31, 2030.

From and after the happening of these events, whichever occurs earlier, the Class "B"
member shall be deemed to be a Class "A" member entitled to one (1) vote for each Lot in which
it holds the interest required for membership under Section 1 hereof.

(©) Class "C". Class "C" members shall be the owners of any Private Amenities (other
than the Association) which may be subject to the terms of this Declaration by amendment hereto
or by recordation in the Public Records of a Supplemental Declaration. Class "C" members shall
have such memberships, voting rights and additional rights as may be delineated in any
Supplemental Declaration subjecting such Private Amenities to this Declaration. In the event that
the Private Amenities is not subjected to this Declaration by amendment hereto or by Supplemental
Declaration, then the owners of the Private Amenities shall not have a membership in the
Association and shall not be entitled to voting rights in the Association.

3.4  Exercise of Voting Rights. In any situation where a Member is entitled to exercise
a vote for a Lot and there is more than one (1) Owner of the Lot, the vote for such Lot shall be
exercised as the co-Owners determine among themselves and notify the secretary of the
Association in writing prior to the vote being taken. Absent notice to the secretary, the Lot's vote
shall be suspended if more than one (1) Person seeks to exercise it.
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35 Declarant Control. Notwithstanding any other provision to the contrary within this
Declaration, the Articles of Incorporation or the By-Laws for the Association, Declarant hereby
retains the authority and right to appoint and remove any member or members of the Board of
Directors of the Association and any officer or officers of the Association until such time as the
Class B membership terminates. Every Grantee of any interest in the Properties, by acceptance of
a deed or other conveyance of such interest, agrees that Declarant shall have the authority to
appoint and remove directors and officers of the Association in accordance with the foregoing
provisions of this section. Upon the expiration of the period in which Declarant maintains the
authority and right to appoint and remove members of the Board and officers of the Association,
such right shall pass to the Members, including Declarant, if Declarant then owns one or more
Lots, and a special meeting of the Association shall be called within one hundred twenty days
(120) thereafter. At such special meeting, the Members shall elect a new Board which shall
undertake the responsibilities of the Board, and Declarant shall deliver all books, accounts, and
records, if any, which Declarant has kept on behalf of the Association and any agreements or
contracts, executed by or on behalf of the Association during such period in which Declarant has
in its possession. ’

ARTICLE 4 RIGHTS AND OBLIGATIONS OF THE ASSOCIATION

4.1  Function of Association. The Association shall be the entity responsible for
management, maintenance, operation and control of the Area of Common Responsibility and all
improvements thereon. The Association shall be the primary entity responsible for enforcement of
this Declaration and such reasonable rules regulating use of the Properties as the Board may adopt
pursuant to Article 10. The Association shall also be responsible for administering and enforcing
the architectural standards and controls set forth in this Declaration and in the Design Guidelines.
The Association shall perform its functions in accordance with the Governing Documents and the
laws of the State of North Carolina.

42  Common Area. The Association, subject to the rights of the Owners set forth in this
Declaration, shall manage and control the Common Area and all improvements thereon (including,
without limitation, landscaping, recreational facilities, furnishings, equipment, and other personal
property of the Association), and shall keep it in attractive condition and good repair, consistent
with the Community-Wide Standard. The Board is specifically authorized, but not obligated, to
retain or employ professional management to assist in carrying out the Association's
responsibilities under this Declaration, the cost of which shall be a Common Expense.

4.3 Services. The Association may obtain and pay for the services of any person or
entity to manage its affairs or any part thereof and any other personnel as the Association's Board
of Directors shall determine to be necessary or desirable for the proper operation of the Properties.
Such personnel may be furnished or employed directly by the Association or by any person or
entity with whom or with which it contracts. The Association may obtain and pay for legal,
accounting and any other professional services necessary or desirable in connection with the
operation of the Properties or the enforcement of this Declaration. The Association may, but shall
not be required to, arrange as an Association expense with others to furnish trash collection,
security, cable television, and other common services to each Lot, Residential Unit, or Private
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Amenities within the Community. All costs and expense§ incident to any of the foregoing shall be
a Common Expense payable by the Association.

4.4  Personal Property and Real Property for Common Use. The Association through
the action of its Board may acquire, hold, and dispose of tangible and intangible personal property
and real property. The Declarant and its designees, with the Declarant's prior written consent, may
convey to the Association improved or unimproved real estate, or interests in real estate, located
within the property described in Exhibits A or B, personal property and leasehold and other
property interests. Such property shall be accepted by the Association and thereafter shall be
maintained by the Association at its expense for the benefit of its Members. Declarant shall not be
required to make any improvements or repairs whatsoever to property to be conveyed and accepted
pursuant to this Section.

4.5 Power to Contract. The Association may, acting through its Board, enter and make
contracts with any and all Parties as determined by the Board, including contracts with any other
residential or commercial associations, Parcels, or neighborhoods within or adjacent to the
Community to provide services and/or perform services on behalf of such other association, Parcel,
or neighborhood. The Association may, acting through its Board, contract with any governmental
division, department or agency for such to provide services on its or its Members behalf.

4.6 Rules and Regulations.

(a) The Association, through its Board, may establish reasonable Rules and
Regulations concerning the use of the Common Area and improvements located thereon. Rules or
Regulations shall not, however, diminish, alter, interfere with, or affect the rights of use,
easements, permits, privileges, or licenses provided to Declarant, the owner of the Private
Amenities, and their respective invitees, licensees, guests, successors and assigns. Furthermore,
no Rule or Regulation shall affect or treat Declarant, the owners of the Private Amenities, and their
respective invitees, licensees, guests, successors and assigns in a manner more restrictively than
the Association's Rules and Regulations may affect or treat its Class "A" members. Copies of such
Rules and Regulations and amendments thereto shall be furnished by the Association to all
Owners, the Declarant and the owner of the Private Amenities prior to the Rules and Regulations
effective date. Such Rules and Regulations shall be binding upon the Owners and users, their
families, tenants, guests; invitees, and agents, until and unless such Rules or Regulations
requirement is specifically overruled, canceled, or modified by the Board.

(b) All provisions of this Declaration, the By-Laws and any Rules and Regulations
promulgated by the Board, the Design Standards which govern the conduct of Owners and which
provide for sanctions against Owners shall also apply to all occupants of Lots and guests and
invitees of occupants or Owners. The Owner of each Lot shall be responsible for ensuring that the
occupant, and the guests, invitees and licensees of the Owner or the occupants strictly comply with
all provisions of the Declaration, By-Laws, Design Standards and Rules and Regulations
promulgated by the Board. Fines may be levied against Owners or occupants for violations of the
Rules and Regulations, Declaration, By-Laws or Design Standards. If a fine is levied first against
an occupant and is not paid within thirty (30) days, the fine may then be imposed against the Owner
of the Lot wherein the occupant resides.
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4.7 Enforcement.

(a) The Board may impose sanctions for violation of the Governing Documents after
compliance with the notice and hearing procedures set forth in Section 4.7(g) below. Lot Owners
shall be responsible for the conduct of their occupants, guests, or invitees. In the event that any
occupant, guest or invitee of a Lot violates the Governing Documents, the Board or any committee
established by the Board, with the Board's approval, may sanction the Owner of the Lot that the
violator is occupying or visiting. Sanctions may include the actions enumerated below. In every
instance in which the Board may act, any committee established and approved by the Board, may
act in the Board's stead.

(1) The Board may impose reasonable monetary fines which shall constitute a
lien upon the Lot of the violator; provided no such fee shall be levied for more than One Hundred
Dollars ($100.00) for any one violation. In cases involving continuing violation, without further
hearing, the Board may impose fines of One Hundred Dollars ($100.00) per day for each day more
than five days after the Board’s decision that the violation has occurred until such time has the
Owner has corrected the violation. .

(ii)  The Board may suspend an Owner's right to vote.

(iii)  The Board may suspend any person's right to use any recreational facilities
within the Common Area; provided however, nothing herein shall authorize the Board to limit
ingress or egress to or from a Lot.

(iv)  The Board may suspend any services provided by the Association to an:
Owner or the Owner's Lot if the Owner is more than thirty (30) Days delinquent in paying any
assessment or other charge owed to the Association.

(v)  The Board may levy Specific Assessments to cover costs incurred m
bringing a Lot into compliance in accordance with Sections 8.5(b) and 9.12.

(b) The Association may also elect to enforce the provisions of the Governing
Documents by filing suit at law to recover monetary damages or in equity to enjoin any violation,
or both.

(c) In addition, the Board, or the covenants committee if established, may elect to
enforce any provision of the Governing Documents by self-help as more particularly described in
Sections 5.2(c) and 9.10 (specifically including, but not limited to the filing of liens for non-
payment of assessments and/or notices of violations in the Public Records, the towing of vehicles
that are in violation of parking rules and the removal of pets that are in violation of pet rules).
Entry onto a Lot under this Section shall not be deemed a trespass.

(d) In any action to enforce the provisions of this Declaration, the By-Laws, any
Supplemental Declaration, or any rule or regulation, if the Association prevails, it shall be entitled
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to recover all costs, including, without limitation, reasonable attorneys' fees and court costs,
incurred in such action.

(e) The Association shall not be obligated to take action to enforce any covenant,
restriction, or rule which the Board in the exercise of its business judgment determines is, or is
likely to be construed as, inconsistent with applicable law, or in any case in which the Board
reasonably determines that the Association's position is not strong enough to justify taking
enforcement action. Any such determination shall not be construed a waiver of the right of the
Association to enforce such provision under any circumstances or stop the Association from
enforcing any other covenant, restriction or rule.

® The Association, by contract or other agreement, may but shall not be required to
enforce County, City, State or Federal ordinances, laws, or rules if applicable, and permit local
governments to enforce ordinances on the Properties for the benefit of the Association and its
Members, to the extent the Association is permitted to do so by law.

(g)  The Board shall not impose a fine, suspend the right to vote or suspend the right to
use the Common Area (provided, however, a late charge for failure to pay any assessment pursuant
to Article 8 of this Declaration shall not be considered a fine for purposes of this paragraph), unless
and until the Association has sent or delivered written notice to the violator as provided in
subsection (i) below. Any such fine or fines may be effective or commence upon the sending of
such notice or such later date as may be set forth in such notice, notwithstanding the violator's right
to request a hearing before the Board to challenge such fine under subsection (ii) below.

(1) Notice. If any provision of the Declaration or Bylaws or any rule or
regulation of the Association is violated, the Board shall send the Owner written notice identifying
the violation and fine(s) being imposed and advising the Owner of the right to request a hearing
before the Board to contest the violation or fine(s) or to request reconsideration of the fine(s).

(i)  Hearing. If a written request for hearing is received from the Owner within
ten (10) days of the date of the violation notice provided above, then the Board shall schedule and
hold in executive session a hearing affording the Owner a reasonable opportunity to be heard. The
minutes of the meeting shall contain a written statement of the results of the hearing. The Board
may establish rules of conduct for such hearing, which may include limits on and on the number
of participants who may be present at one time.

4.8  Implied Rights. The Association may exercise any right or privilege given to it
expressly by this Declaration or the By-Laws, or reasonably implied from or reasonably necessary
to effectuate any such right or privilege.

49 Indemnification. The Association shall indemnify every officer, director, and
Design Review Board or committee member against all damages, liabilities, and expenses,
including reasonable attorneys fees, incurred in connection with any action, suit, or other
proceeding (including settlement of any suit or proceeding, if approved by the then Board of
Directors) to which he or she may be a party by reason of being or having been an officer, director,
Design Review Board or committee member, except that such obligation to indemnify shall be
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limited to those actions for which liability is limited under this Section, the Articles of
Incorporation and North Carolina law. The officers, directors, and Design Review Board or
committee members shall not be liable for any mistake of judgment, negligent or otherwise, except
for their own individual willful misfeasance, malfeasance,% misconduct, or bad faith. The officers,
directors, and Design Review Board or committee members shall have no personal liability with
respect to any contract or other commitment made or action taken in good faith on behalf of the
Association (except to the extent that such officers, directors, or Design Review Board or
committee members may also be Members of the Association). The Association shall indemnify
and forever hold each such officer, director, and Design Review Board or committee member
harmless from any and all liability to others on account of any such contract, commitment or action.
This right to indemnification shall not be exclusive of any other rights to which any present or
former officer, director, or Design Review Board or committee member may be entitled. The
Association shall, as a Common Expense, maintain adequate general liability and officers' and
directors' liability insurance to fund this obligation, if such insurance is reasonably available.

4.10  Security. The Association may, but shall not be obligated to, maintain or support
certain activities within the Properties designed to make the Properties safer than they otherwise
might be. Neither the Association, the original Declarant, nor any successor Declarant shall in any
way be considered insurers or guarantors of security within the Properties, nor shall any of them
be held liable for any loss or damage by reason of failure to provide any security system or
measure, including any mechanism or system for limiting access to the Properties, cannot be
compromised or circumvented, nor that any such system or security measure undertaken will in
all cases prevent loss or provide the detection or protection for which the system is designed or
intended. Each Owner acknowledges, understands and covenants to inform its tenants and all
occupants of its Lot that the Association, its Board of Directors and committees, Declarant, and
any successor Declarant are not insurers and that each Person using the Properties assumes all risks
of personal injury and loss or damage to property, including Lots and the contents of Lots, resulting
from acts of third parties.

4,11 Power to Assess. The Association shall have the right and power, as more
particularly set forth in this Declaration, to fix, levy, collect, and enforce payment by any means,
all charges and assessments pursuant to the terms of this Declaration, to pay all expenses in
connection therewith, and all office and other expenses incident to the conduct and affairs of the
business of the Association.

412 Board Right to Act. To the extent not otherwise required by the provisions of the
Official Code of North Carolina relating to Non-Profit Corporations, this Declaration, the By-
Laws, or the Articles of Incorporation, the powers granted to the Association by this Declaration
or the Articles of Incorporation or By-Laws of the Association shall be exercised by the Board of
Directors, acting through the Officers of the Association, without any further consent or action on
the part of the Members.

ARTICLE S MAINTENANCE

5.1 Association's Responsibility.
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(a) The Association shall maintain and keep in gooci condition, order and repair the Area of
Common Responsibility, which shall include, but need not be limited to:

6] Common Area and the facilities 1(;cated therein;

(i)  all landscaping and other flora and all structures and improvements,
including but not limited to any gates, gate house, entry features, fencing, private streets, parking
areas, sidewalks, streetlights, parks, trails, docks, boat ramp(s), pool and cabana, tennis courts and
recreational vehicle and boat storage area situated upon the Common Area,

(iii)  all furnishings, equipment and other personal property of the Association;

(iv)  any landscaping and other flora, buffers, entry features, fencing, streetlights,
structures and improvements within public rights-of-way within or abutting the Properties or upon
such other public land adjacent to the Properties as deemed necessary in the discretion of the
Board; and

) such additional portions of any property included within the Area of
Common Responsibility as may be dictated by the Governing Document, or any contract or
agreement for maintenance thereof entered into by the Association.

(b)  The Association may, as a Common Expense, maintain other property and
improvements which it does not own, including without limitation property dedicated to the public,
or provide maintenance or services related to such property over and above the level being
provided by the property owner, if the Board of Directors determines that such maintenance is
necessary or desirable to maintain the Community- Wide Standard.

(c) The Association shall maintain the facilities and equipment within the Area of
Common Responsibility in continuous operation, except for any periods necessary, as determined
in the sole discretion of the Board, to perform required maintenance or repairs, unless Members
holding sixty-seven percent (67%) of the Class "A" votes in the Association, and the Declarant
during the Development Period, agree in writing to discontinue such operation.

(d) The Association may be relieved of all or any portion of its maintenance
responsibilities herein to the extent that (i) such maintenance responsibility is otherwise assumed
by or assigned to one (1) or more Owners or (ii) such property is dedicated to any local, state, or
federal government or quasi-governmental entity; provided, however, that in connection with such
assumption, assignment or dedication, the Association may reserve or assume the right or
obligation to continue to perform all or any portion of its maintenance responsibilities, if the Board
determines that such maintenance is necessary to desirable to maintain the Community-Wide
Standard. Except as provided above, the Area of Common Responsibility shall not be reduced by
amendment of this Declaration or any other means during the Development Period except with the
written consent of the Declarant.

(e) Except as otherwise specifically provided herein, all costs associated with
maintenance, repair and replacement of the Area of Common Responsibility shall be a Common
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Expense to be allocated among all Lots as part of the General Assessment, without prejudice to
the right of the Association to seek reimbursement from the Owner(s) of, or other Persons
responsible for, certain portions of the Area of Common Responsibility pursuant to the Governing
Documents, any recorded covenants, or any agreements with the owner(s) thereof. All costs
associated with maintenance, repair and replacement of Exclusive Common Area shall be a
Specific Assessment against the Lot to which the Exclusive Common Areas are assigned.

® The Association shall not be liable for any injury or damage to any personal
property (a) caused by the elements, (b) caused by any Owner or the owner of the Private
Amenities, or by their respective guests, invitees, successors or assigns, (c) resulting from any rain
or other surface water which may leak or flow from any portion of the Common Area or (d) 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 shall the Association be liable to any Owner any loss or damage, by theft or otherwise,
of any property of such Owner or owner of the Private Amenities or their respective guests,
invitees, successors or assigns which may be stored in or upon any portion of the Common Area
or any portion of the Properties. No diminution or abatement of assessment shall be claimed or
allowed by reason of any alleged failure of the Association to take some action or to perform such
function required to be taken or performed by the Association under this Declaration, or for
inconvenience or discomfort arising from the making of improvements or repairs which are the
responsibility of the Association, or from any action taken by the Association to comply with any
law, ordinance, or with any order or directive of any municipal or governmental authority, the
obligation to pay each such assessment being a separate and independent covenant on the part of
each Owner.

5.2 Owner's Responsibility.

(a) Each Owner shall maintain his or her Lot, including the Residential Unit thereon,
and all structures, parking areas, sprinkler and irrigation systems, landscaping and other flora, and
other improvements comprising the Lot, including the Residential Unit thereon, in a manner
consistent with the Community-Wide Standard and all Governing Documents, unless such
maintenance responsibility is otherwise assumed by or assigned to the Association. Each Owner
shall also maintain the driveway and any mailbox or, mail facility serving his or her Lot and any
sidewalks located on the Lot or within the right-of-way immediately adjacent to the Owner's Lot.

(b) In the event the Board of Directors of the Association determines that (1) any Owner
has failed or refused to discharge properly his or her obligations with regard to the maintenance,
repair, or replacement of items for which he or she is responsible hereunder; or (ii) that the need
for maintenance, repair, or replacement which is the responsibility of the Association hereunder is
caused through the willful or negligent act of an Owner, or his or her family, guests, lessees, or
invitees, the Association, except in the event of an emergency situation, shall give the Owner
written notice of the Association's intent to provide such necessary maintenance, repair, or
replacement, at their sole cost and expense; the notice shall set forth with reasonable particularity
the maintenance, repair, or replacement deemed necessary and the cost thereof. The noticed party
shall have ten (10) days within which to pay such amount claimed; or, in the event such
maintenance or repair is to the Owner's Residential Unit or Lot, complete said maintenance, repair,
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or replacement; or, in the event that such maintenance, repair, or replacement is not capable of
completion within said ten (10) day period, to commence such work within said ten (10) day period
which shall be completed within a reasonable time. If any Owner does not comply with the
provisions hereof, the Association may provide any such maintenance, repair, or replacement at
such person's sole cost and expense, and the cost shall be added to and become a part of the
assessment to which such party is subject and shall a lien against the Lot of such party collectible
as an assessment pursuant to Article 8 hereof. By way of example and not limitation, in the event
of an Owner's failure to comply the provisions hereof, the Association may cause any weeds, grass,
trees or landscaping to be cut, pruned or removed, as the case may necessitate, and may remove or
cause to be removed such garbage, trash or rubbish as has accumulated thereon. Such shall
expressly include removal of dead or diseased trees or landscaping.

(c) In addition to the foregoing, the Association may do anything necessary to secure
compliance with this Declaration or the Design Standards so as to place said Lot in a neat,
attractive, healthful, and sanitary condition and the charges incurred for securing such compliance,
including the cutting, trimming, pruning, or removal of weeds, grass, landscaping, trees or such
garbage, trash or rubbish as may be removed, may be charged to the Owner or occupant of such
Lot for the cost of such work so long as such fee does not exceed Two Hundred and Fifty Dollars
($250.00) for each such cutting, trimming, pruning or removal in the first calendar year following
recording of this Declaration, with each year thereafter such limitation to be adjusted, from year
to year, by a percentage equivalent to the increase in the percentage of the cost of living based
upon the Consumer Price Index, for Raleigh, North Carolina, increases from one (1) year to the
previous year. The Owner or occupant, as the case may be, agrees by the purchase or occupancy
of the property to pay such statement immediately upon receipt thereof, and such payments made
by the Association shall be secured by a lien in the same manner as General Assessments paid the
Association under this Declaration.

5.3  Standard of Performance. All maintenance shall be performed in a manner
consistent with the Community-Wide Standard and all Governing Documents. Maintenance
responsibilities shall include the responsibility for repair and replacement as necessary. Neither
the Association nor any Owner shall be liable for any damage or injury occurring on, or arising
out of the condition of, property which it does not own except to the extent that it has been
negligent in the performance of its maintenance responsibilities.

5.4  Cost Sharing Agreements. Adjacent to or in the vicinity of the Properties, there may
be neighboring property or Private Amenities which are not subject to this Declaration (hereinafter
" Adjacent Properties") at the time of initial recordation of this Declaration in the Public Records.
The owners of the Adjacent Properties may not be Members of the Association and if they are not
they shall not be entitled to vote, nor shall they be subject to assessment under Article 8 of this
Declaration. The Association may enter into agreements with the owners or operators of portions
of the Adjacent Properties which (a) obligate the owners or operators of the Adjacent Properties
to share in certain costs associated with the maintenance, repair, replacement and insuring of
portions of the Area of Common Responsibility, if any, which are used by or benefit jointly the
owners of the Adjacent Properties and the Owners within the Properties, (b) permit use of any
recreational and other facilities located on the Adjacent Properties by the Owners within the
Properties, and/or (c) obligate the Association to share in certain costs associated with the
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maintenance, repair, replacement and insuring of portions of the Adjacent Properties, if any, which
are used by or benefit jointly the owners of the Adjacent Properties and the Owners within the
Properties. The owners of the Adjacent Properties shall be subject to assessment by the Association
only in accordance with the provisions of such agreement(s) unless all or any portion of such
property is annexed to this Declaration by the Declarant. The owners of the Adjacent Properties
shall not be subject to the restrictions contained in this Declaration except as otherwise specifically
provided herein, or in a Cost Sharing Agreement or declaration of easements.

ARTICLE 6 INSURANCE AND CASUALTY LOSSES

6.1 Insurance and Casualty or Liability Losses. Commencing not later than the time of
the first conveyance of a Lot to a person other than the Declarant, the Association's Board of
Directors or its duly authorized agent shall have the authority to and shall obtain insurance for all
insurable improvements on the Common Area against loss or damage by fire or other hazards,
including extended coverage, vandalism, and malicious mischief. This total amount of insurance
after application of deductibles shall not be less 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, foundations and other items normally excluded from insurance policies. The
Board shall also obtain a public liability policy applicable to the Common Area covering the
Association, its officers, directors, members, and agents. The public liability policy shall have at
least a One Million ($1,000,000.00) Dollar each occurrence limit (combined single limit (C.S.L.)
for death, bodily injury and property damage), Two Million ($2,000,000.00) Dollar general
aggregate, C.S.L., and Two Million ($2,000,000.00) Dollar products/completed operations
aggregate, C.S.L. Unless provided by the Board of Directors, the cost of all such insurance
coverage shall be paid from the Common Expense. Each insurance policy may contain a
deductible, and the amount thereof shall be added to the face amount of the policy in determining
whether the insurance at least equals the replacement cost. The Association may allocate equitably
the payment of a reasonable insurance deductible between the Association and the Owners affected
by a casualty against which the Association is required to insure, provided, however, that the
amount of deductible which can be allocated to any one Owner shall not exceed $1,000.00 per
casualty loss.

All such insurance coverage obtained by the Board of Directors shall be written in the name
of the Association, as Trustee, for the respective benefited parties, as identified in (b) below. Such
insurance shall be governed by the provisions hereinafter set forth:

(a) All policies shall be written with a company licensed to do business in North
Carolina and holding a rating of A-XI or better in the Financial Category as established by A.M.
Best Company, Inc., if available, or, if not available, the most nearly equivalent rating.

(b) All policies on the Common Area shall be for the benefit of the Association and the
Owners and their Mortgagees, as their interests may appear.

(©) Exclusive authority to adjust losses under policies in force on any portion of the
Properties, including the Common Area, obtained by the Association, shall be vested in the
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Association's Board of Directors; provided, however, that no Mortgagee having an interest in such
losses may be prohibited from participating in the settlement negotiations, if any, related thereto.

(d) All casualty insurance policies shall have an inflation guard endorsement and an
agreed amount endorsement, if reasonably available, with an annual review by one or more
qualified persons, at least one of whom must be in the insurance or real estate industry and familiar
with insurance for improvements in the County.

(e) Insurance policies carried pursuant to this Section 6.1 shall provide that:

(i) Each Lot Owner is an insured person under the policy to the extent of the
Lot Owner's insurable interest;

(i)  The insurer waives its right to subrogation under the policy against any Lot
Owner or member of the Lot household;

(iii)  No act or omission by any Lot Owner, unless acting within the scope of the
Owner's authority on behalf of the Association, will preclude recovery under the policy; and

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

€3) The Association's Board of Directors shall be required to make every reasonable
effort to secure insurance policies that will provide for the following:

1) a waiver of subrogation by the insurer as to any claims against the
Association's Board of Directors and its Manager;

(ii)  a waiver by the insurer of its rights to repair and reconstruct instead of
paying cash;

(iii)  that no policy may be canceled, invalidated or suspended on account of any
defector of the conduct of any director, officer, or employee of the Association or its duly
authorized manager without prior demand in writing delivered to the Association to cure the defect
or to cease the conduct and the allowance of a reasonable time thereafter within which the defect
may be cured by the Association, its manager, any Owner or Mortgagee;

(iv)  awaiver of the insurer's right to cancel without first giving thirty (30) days
prior written notice of such cancellation to the Association and to any Mortgagee to which a

Mortgagee endorsement has been issued; and

(v) all liability insurance policies shall contain cross-liability endorsements to
cover liability of the Association to an individual Owner and shall also name the Declarant as an
additional insured.
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(g) It shall be the responsibility of each Owner at his own expense, to provide public
liability, damage, title, and other insurance with respect to his own Lot. The Association's Board
of Directors may require all Owners to carry public liability and property damage insurance with
respect to their respective Lots and to furnish copies of certificates thereof to the Association.

In addition to the other insurance required by this section, the Board shall obtain, as a
Common Expense, worker's compensation insurance, if and to the extent necessary, and a fidelity
bond or bonds (provided that the Community includes Lots upon which financing exists that is
held or serviced by any financial agency, corporation, or secondary mortgage market enterprise
which requires the maintenance of such fidelity bond) on directors, officers, employees, and other
persons handling or responsible for the Association's funds. The amount of fidelity coverage shall
be determined in the directors' best business judgment, but may not be less than three (3) months'
assessments, plus reserves on hand if such bond is obtained. Bonds shall contain a waiver of all
defenses based upon the exclusion of persons serving without compensation and may not be
canceled or substantially modified without at least ten (10) days' prior written notice to the
Association.

6.2  Disbursement of Proceeds. Any loss covered by the property hazard policy
described under Section 6.1 above, shall be adjusted with the Association, but the insurance
proceeds for that loss are payable to any insurance trustee designated for that purpose, or otherwise
to the Association, and not to any mortgagee or beneficiary under the deed of trust. The insurance
trustee or the Association shall hold any insurance proceeds in trust for Lot Owners and lienholders
as their interests may appear. Subject to the provisions of Section 3 of this Article, the proceeds
shall be disbursed first for the repair or restoration of the damaged property, and Lot Owners and
lienholders are not entitled to receive payment of any portion of the proceeds unless there is a
surplus of proceeds after the property has been completely repaired or restored, or the planned
community is terminated.

6.3  Damage and Destruction. Any portion of the Community for which insurance is
required under Section 6.1 which is damaged or destroyed shall be repaired or replaced promptly
by the Association unless (i) the Community is terminated; (ii) repair or replacement would be
illegal under any state or local health or safety statute or ordinance; or (iii) the Lot Owners decide
not to rebuild by an eighty percent (80%) vote. The cost of repair or replacement in excess of
insurance proceeds and reserves is a Common Expense. If any portion of the Community is not
repaired or replaced: (i) the insurance proceeds attributable to the damaged Common Area shall
be used to restore the damaged area to a condition compatible with the remainder of the
Community; and (ii) the remainder of the proceeds shall be distributed to all the Lot Owners or
lienholders, as their interests may appear, in proportion to the Common Expense liabilities of all
the Lots. Notwithstanding the above, Section 47F-2-1 18 of the North Carolina Planned
Community Act (termination of the planned community) governs the distribution of insurance
proceeds if the Community is terminated.

6.4  Repair and Reconstruction. If the damage or destruction for which the insurance
proceeds are paid is to be repaired or reconstructed and such proceeds are not sufficient to defray
the cost thereof, the Board of Directors shall, without the necessity of a vote of the Association's
members, levy Specific Assessment against all Owners ultimately responsible for the payment of
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the policy premium in the same proportion as an Owner's assessment bears to the Association's
budget. Additional assessments may be made in like manner at any time during or following the
completion of any repair or reconstruction. If the funds available from insurance exceed the cost
of repair, such excess shall be deposited to the benefit of the Association.

6.5 Lot Owner's Responsibility. By virtue of taking title to a Lot each Owner of a Lot
covenants and agrees with all other Owners and with the Association to carry all risk casualty
insurance in the event the Association does not carry blanket all-risk casualty insurance on
improvements on Lots. Each Owner, if any, further covenants and agrees that in the event of a
partial loss or damage and destruction resulting in less than total destruction of any structure
located on a Lot, he or she shall proceed promptly to repair or reconstruct the damaged structure
in a manner consistent with the aesthetic appearance and quality of the original construction and
the Community Wide Standards. In the event that any Residential Unit is totally destroyed or
rendered uninhabitable or unusable and the Owner or owner thereof determines not to rebuild or
reconstruct, then that Owner or owner shall clear that Lot of all debris and return it to substantially
the natural state in which it existed prior to the beginning of construction. The obligation of an
Owner hereunder specified shall not be applicable to any Owner whose Lot is insured under a
casualty insurance policy obtained by an association of owners on his behalf. In the event that any
Residential Unit structure is totally destroyed or rendered uninhabitable or unusable and the Owner
or owner thereof determines to rebuild or reconstruct, then such Owner or owner shall repair or
rebuild such Lot to substantially the same condition as existed prior to such fire or other casualty
and in accordance with all applicable standards, restrictions, and provisions of this
Declaration(including, without limitation, Article 9 hereof) and all applicable zoning, subdivision,
building, and other governmental regulations. All such work of repair and construction, as
identified herein, shall be commenced promptly following such damage or destruction and shall
be carried through diligently to conclusion within a reasonable time.

ARTICLE7 ANNEXATION AND WITHDRAWAL OF PROPERTY

7.1  Annexation Without Approval of Class "A" Membership. As the owner thereof, or
if not the owner, with the consent of the owner thereof, Declarant shall have the unilateral right,
privilege, and option (but not the obligation), from time to time at any time until twenty (20) years
from the date this Declaration is recorded in the Public Records, subject to the provisions of this
Declaration and the jurisdiction of the Association, pursuant to the terms and conditions contained
within this Declaration, all or any portion of the Additional Property (and the Private Amenities),
whether in fee simple or leasehold, by filing in the Public Records, an amendment or Supplemental
Declaration annexing all or any portion of such property. Such amendments to this Declaration or
Supplemental Declaration shall not require the vote of Members. Any such annexation shall be
effective upon the filing for record of any such amendment or Supplemental Declaration, unless
otherwise provided therein. Such amendment or Supplemental Declaration may specify such
specific use restrictions and other covenants, conditions, and restrictions to be applicable to the
annexed property as Declarant may, in its own discretion, determine.

Declarant shall have the right to transfer to one or more other persons the right, privilege,
and option to annex the Additional Property (and the Private Amenities) which is herein reserved
to Declarant, provided that such transferee or assignee shall be the developer of at least that part
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of said Additional Property or such Private Amenities to which such right, privilege, and option is
assigned; and provided, further, such assignment shall not remove or alter Declarant's further right,
option and privilege to annex. ?

72  Annexation With Approval of Class "A" Membership. Subject to the written
consent of the owner thereof, upon the written consent or affirmative vote of a majority of the
Class "A" members present or represented by proxy at a meeting duly called for such purpose, and
of the Declarant, the Association may annex real property other than the Additional Property, and
following expiration of the right in this Article, Section 1, the Additional Property, to the
provisions of this Declaration and the jurisdiction of the Association by filing for record in the
Public Records, an amendment, or Supplemental Declaration in respect to the property being
annexed. Any such amendment or Supplemental Declaration shall be signed by the President and
the Secretary of the Association, and any such annexation shall be effective upon filing, unless
otherwise provided therein. The time within which and the manner in which notice of any such
meeting of the Class "A" members of the Association, called for the purpose of determining
whether Additional Property pursuant to this section shall be annexed, and the quorum required
for the transaction of business at any such meeting, shall be as specified in the By-Laws of the
Association for regular or special meetings, as the case may be.

73  No Restrictions. The Additional Property, by initial recordation of this Declaration,
is not restricted by the terms of such Declaration, in any manner other than for the express benefits
as might be granted to the Additional Property under the terms of this Declaration. Following the
date of initial recordation of this Declaration, the Declarant may, but shall. not be required to,
annex any portion or portions of such Additional Property. This Declaration shall only be
applicable, except for the benefits as might be expressly bestowed upon the Additional Property
under the terms of this Declaration as initially recorded, to those portions of the Additional
Property as expressly made subject hereto by the Declarant or its successor and assigns in interest
to the Additional Property. Until such time as a portion or portions of the Additional Property are
made subject by express amendment to the terms of this Declaration or by Supplemental
Declaration, no other portion of the Additional Property shall be, by implication, innuendo, or
otherwise, subject to the terms of this Declaration other than for the benefits as expressly might be
bestowed upon the Additional Property under the terms of this Declaration.

(a) The legal description of the Additional Property as of the date of recording of this
Declaration is set forth on Exhibit "B"; portions of the Additional Property (together with additions
thereto) may be added, as provided herein, to the Properties at different times, and there are no
limitations fixing the boundaries of those portions or regulating the order, sequence, or location in
which any of such portions may be added to the Properties. The exercise of the option to submit a
portion or portions of the Additional Property to this Declaration shall not bar the further exercise
of this option as to other portions or the balance of the Additional Property.

(b) If the Additional Property or any portion or portions thereof are added to the

Properties, Declarant reserves the right to designate the boundaries of the Lots, as well as the
Common Area, if any, to be added to the Properties in connection therewith.
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(c) Should the options to add the Additional Property, or any portion or portions
thereof, not be exercised within the term specified herein or be terminated by Declarant, such
option shall in all respects expire and be of no further force and effect. In the event that such option
expires or is terminated, as aforesaid, Declarant shall not be obligated to impose on the Additional
Property or any portion thereof any covenants, conditions, or restrictions whatsoever.

(d) The option hereby reserved by Declarant to cause all or any portion or portions of
the Additional Property to become part of the Properties shall in no way be construed to impose
upon Declarant any or obligation to add all or any portion or portions of the Additional Property
to the Properties or to construct thereon any improvements of any nature whatsoever.

(e) If the Additional Property or any portion or portions thereof is added to the
Properties, then from and after the addition to the Properties of the Additional Property or such
portion or portions by such amendment to this Declaration or by Supplemental Declaration, the
number of votes in the Association shall be increased by the number of Lots to be located on the
Additional Property or such portion or portions thereof as are added so that there shall continue to
be, subject to the provisions hereof, one vote in the Association per Lot in the Community;
provided, the Private Amenities shall have such votes as may be allocated within any Supplemental
Declaration or amendment adding such to the Properties.

74  Amendment. This Article shall not be amended during the Development Period
without the prior written consent of Declarant.

7.5  Withdrawal of Property. During the Development Period, Declarant reserves the
right to amend this Declaration unilaterally at any time, without prior notice and without the
consent or joinder of any Person, for the purpose of removing certain portions of the Property then
owed by the Declarant or its affiliates or the Association from the provisions of this Declaration
to the extent originally included in error or as a result of any changes whatsoever in the plans for
the Community desired to be effected by the Declarant. No Owner or Builder/Owner shall
withdraw any property from the Community without the prior written consent of Declarant.

ARTICLE 8 ASSESSMENTS

8.1 Creation of an Obligation for Assessments.

(a) The Board may authorize the creation of assessments for Common Expenses of the
Association from time to time, as follows: (i) General Assessments; (ii) Special Assessments; and
(iii) Specific Assessments. Each Owner, by accepting a deed or entering into a contract of sale for
any portion of the Properties, is deemed to have notice of liability for these assessments and to
covenant and agree to pay these assessments.

(b) There are hereby created General Assessments for Common Expenses as may from
time to time be authorized by the Board of Directors. General Assessments shall, from and after
the respective Commencement Date (as defined hereinbelow) relating to a respective Lot, be levied
against such respective Lot and shall be used to pay expenses determined by the Board to be for
the benefit of the Association, its Members, and the Properties as a whole, including, but not
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limited to, operation, maintenance and insurance of the Area of Common Responsibility, including
the Common Area and the beach house located at 4026 East Beach Drive, Oak Island, North
Carolina 28465, and expenses otherwise incurred by the Association in accordance with its rights,
powers, and privileges for the purposes of promoting the recreation, health, safety, welfare,
common benefit and enjoyment of the Owners and occupants of the Properties, and maintaining
the Properties and improvements therein. The General Assessment levied against and payable by
a Lot shall be equal to the General Assessment which is levied against and payable by each such
other Lot. Despite anything contained herein to the contrary, the assessments against a respective
Lot shall not commence until the Commencement Date as respects such Lot as set forth in Section
of this Article.

(c) There are hereby created Parcel Assessments for Common Expenses as may from
time to time be authorized by the Board of Directors. Parcel Assessments shall, from and after the
respective Commencement Date relating to a respective Lot be levied against such Lots within
particular Parcels of the Properties for whose benefit expenses are incurred, such as maintaining
and operating facilities and amenities within a Parcel reserved for use of the residents within that
Parcel, expenses of enforcing all assessments, covenants, and conditions relating to a respective
Parcel, and expenses determined by the Board to be for the benefit of a respective Parcel. Each Lot
within a Parcel shall pay a Parcel Assessment equal to each other such Lot within such Parcel.
Parcel Assessments established in one Parcel do not need to be equal to Parcel Assessments
established in another Parcel. Despite anything contained herein to the contrary, the assessments
against a respective Lot shall not commence until the Commencement Date as respects such Lot
as set forth in Section 8.2 of this Article.

(d)  All such assessments, together with late charges, not to exceed the greater of $20
per month or 10% of any unpaid assessment, costs and reasonable attorney's fees actually incurred
to enforce or collect such assessments, shall be a charge on the Lot and shall, after remaining
unpaid for a period of thirty (30) days or longer and upon the filing of a claim of lien in the office
of the Brunswick County, North Carolina Superior Court Clerk, be a continuing lien upon the Lot
against which each assessment is made regardless of conveyance thereof. The Association's lien
shall be prior and superior to all other liens except the lien for real estate taxes and other
governmental assessments and charges against the Lot and liens and encumbrances (specifically
including, but not limited to, a mortgage or deed of trust on the Lot) recorded before the docketing
of the claim of lien in the office of the Brunswick County, North Carolina Superior Court Clerk.
Each such assessment, together with late fees, interest, costs, and reasonable attorney's fees
actually incurred, shall also be the personal obligation of the person who was the owner of such
Lot at the time the assessment came due, and his or her grantee shall be jointly and severally liable
for such portion thereof as may be due and payable at the time of conveyance; provided, however,
any First Mortgagee or holder of a secondary purchase money Mortgage covering the Lot,
provided that neither the grantee nor any successor grantee on the secondary purchase money
Mortgage is the seller of the Lot who obtains title to a Lot subject to this Declaration pursuant to
the remedies provided in such Mortgage or Foreclosure of the Mortgage, will not be liable for such
Lot's unpaid assessments which accrued prior to the acquisition of title to such Lot by the
Mortgagee. Assessments shall be paid in such manner and on such dates as may be fixed by the
Board of Directors, which may include, without limitation, acceleration of the annual assessment
for Owners who are delinquent in the payment of their assessments. The assessments shall be paid
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annually in advance, unless otherwise provided by the Board. The Association shall, upon request,
furnish to any Owner liable for any type of assessment a written statement signed by the
Association officer setting forth whether the assessment has been paid. This statement shall be
conclusive evidence of payment. The Association may require the advance payment of a
reasonable processing fee not to exceed $25.00 for the issuance of such a statement.

(e) No Owner is exempt from liability for assessments by non-use of Common Area,
including Exclusive Common Area reserved for such Owner's use, abandonment of his or her Lot,
or any other means. The obligation to pay assessments is a separate and independent covenant on
the part of each Owner which runs with title to the Lot. No diminution or abatement of assessments
or set-off shall be claimed or allowed for any alleged failure of the Association or Board to take
some action or perform some function required of it, or for inconvenience or discomfort arising
from the making of repairs or improvements, or from any other action it takes.

8.2  Commencement of Assessments. Notwithstanding anything herein to the contrary,
any and all assessments provided for in or otherwise assessed pursuant to this Declaration shall
commence against a respective Lot as in this section provided. Any and all assessments shall
commence in respect to each respective Lot at the time of conveyance of the respective Lot by the
Declarant to an Owner or Builder/Owner other than the Declarant; provided, however, that the
commencement of the Assessment against a Lot conveyed to a Builder/Owner by Declarant may
be delayed as determined by the Declarant from time to time for a term of twelve (12) months
from and after the date of conveyance to such or until substantial completion of the Residential
Unit on such Lot, whichever first occurs. Declarant shall not be responsible or liable for the
payment of assessments (whether General, Parcel, Special or Specific) in respect to Lots for- which
Declarant holds record title and which do not contain occupied Residential Units (except as
hereinafter provided); provided that Declarant covenants and agrees to pay assessments in the same
manner as Lots conveyed to Owners for each Lot owned by Declarant containing an occupied
Residential Unit. The date of commencement of the assessment as to any particular Lot, as
determined aforesaid, is herein sometimes referred to as the "Commencement Date." The first
annual assessment for a Lot payable to the Association in respect to such Lot shall be adjusted
according to the number of months remaining in the calendar year as of the Commencement Date.
Such prorated assessment shall be paid on the Commencement Date or such later date as provided
by the Board. In addition to the regular assessments to be charged and paid hereunder, each Lot
purchaser shall, at the time of the purchase of such Lot, pay to the Association a sum equal to two
(2) months assessment on that Lot as additional working capital of the Association. These amounts
need not be segregated but may be commingled with regular assessment funds. This working
capital amount shall be paid by the Lot purchaser notwithstanding the fact that Declarant or another
Owner may have made prior regular assessment payments to the Association on the Lot being sold
pursuant to the provisions of the first sentence hereunder.

8.3 Computation of General Assessments.

(a) General Assessments shall be levied equally against all Lots subject to assessment
and shall be set at a level which is reasonably expected to produce total income for the Association
equal to the total budgeted Common Expenses, including reserves. In determining the total funds
to be generated through the levy of General Assessments, the Board, in its discretion, may consider
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other sources of funds available to the Association, including any surplus from prior years, any
assessment income expected to be generated from any additional Lots reasonably anticipated to
become subject to assessment during the fiscal year, and any income expected to be generated
from any Cost Sharing Agreements. ,

(b) It shall be the duty of the Board at least forty-five (45) days prior to the
commencement of a fiscal year to prepare and adopt a budget covering the estimated costs of
operating the Association and the Properties during the coming year. The budget shall separately
list General and Parcel Assessments, if any. Within thirty (30) days after adoption of the proposed
budget, the Board shall provide to all Lot Owners a summary of the budget, the General
Assessment to be levied therefrom and a notice of a meeting to consider ratification of the budget,
including a statement that the budget may be ratified without a quorum. Such meeting shall be held
not less than ten (10) no more than sixty (60) days after mailing of the summary and notice. There
shall be no requirement that a quorum be present at the meeting. The budget and assessment
established by the Board shall be ratified at the meeting and become and be effective unless at
least a majority of the total Association vote reject the budget at the meeting. Notwithstanding the
foregoing, in the event that the membership rejects the proposed budget or the Board fails for any
reason so to determine the budget for the succeeding year, then the budget and assessments last
ratified by the Lot Owners shall be continued until such time as the Lot Owners ratify a subsequent
budget proposed by the Board.

(©) During the Development Period, the Declarant may, but shall not be obligated to,
reduce the General Assessment for any fiscal year by payment of a subsidy and/or contributions
of services and materials, which may be treated as either a contribution or a loan, in the Declarant's
discretion. Any such anticipated payment or contribution by the Declarant shall be disclosed as a
line item in the Common Expense budget. Payments by the Declarant in any year shall under no
circumstances obligate the Declarant to continue such payments in future years unless otherwise
provided in a written agreement between the Association and the Declarant. To the extent that
Declarant pays any amount or provides any in-kind services to the Association, any such payment
or provision of services shall be a reduction and credit against any amount as may otherwise be
claimed owed by Declarant to the Association with subparagraph 8.3(b) hereinabove.

8.4 Special Assessments. In addition to other authorized assessments, the Association
may levy Special Assessments from time to time to cover unbudgeted expenses or expenses in
excess of those budgeted. Special Assessments shall be allocated equally among all Lots. Any
Special Assessment shall become effective unless disapproved at a meeting by Members holding
a Majority of the total Class "A" votes and, during the Development Period, by the Declarant.
There shall be no obligation to call a meeting for the purpose of considering any Special
Assessment except on petition of the Members as provided for in the By-Laws, which petition
must be presented to the Board within twenty (20) Days after delivery of the notice of such Special
Assessment. Special Assessments shall be payable in such manner and at such times as determined
by the Board, and may be payable in installments extending beyond the fiscal year in which the
Special Assessment is approved.

8.5 Specific Assessments.
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(a) The Association shall have the power to levy Specific Assessments against a
particular Lot or Lots to cover the costs, including overhead and administrative costs, of providing
benefits, items, or services to the Lot(s) or occupants thereof upon request of the Owner pursuant
to a menu of special services which the Board may from time to time authorize to be offered to
Owners and occupants (which may include, without limitation, landscape maintenance, pest
control, etc.), which assessments may be levied in advance of the provision of the requested
benefit, item or service as a deposit against charges to be incurred by the Owner.

(b) The Association shall have the power to levy Specific Assessments against a
particular Lot or Lots as a fine levied pursuant to Section 4.4 or to cover costs incurred in bringing
the Lots(s) into compliance with the terms of the Governing Documents, or costs incurred as a
consequence of the conduct of the Owner or occupants of the Lot, their agents, contractors,
employees, licensees, invitees, or guests.

8.6  Foreclosure of the Lien for Assessments. The lien, when delinquent, may be
enforced by suit, judgment, and judicial or non-judicial Foreclosure, as permitted under North
Carolina law. The Association may bid for the Lot at the Foreclosure sale and acquire, hold, lease,
mortgage, and convey the Lot. While a Lot is owned by the Association following Foreclosure: (i)
no right to vote shall be exercised on its behalf; (ii) no assessment shall be levied on it; and (iii)
the other Lots shall be charged, in addition to the usual assessment, a pro rata share of the
assessment allocated to the Lot owned by the Association. The Association may sue for unpaid
assessments and other charges authorized hereunder without Foreclosing or waiving the lien
securing the same. The sale or transfer of any Lot shall not affect the assessment lien or relieve a
Lot from the lien for any subsequent assessments. However, the sale or transfer of any Lot pursuant
to Foreclosure of the First Priority Mortgage shall extinguish the lien as to any installments of
assessments due prior to Foreclosure. A Mortgagee or other purchaser of a Lot who obtains title
pursuant to Foreclosure of the Mortgage shall not be personally liable for assessments on such Lot
due prior to such acquisition of title. Such unpaid assessments shall be deemed to be Common
Expenses collectible from Owners of all Lots subject to assessment under Section 8.6, including
such acquirer, its successors and assigns. All other Persons acquiring liens or encumbrances on
any Lot after this Declaration has been recorded shall be deemed to consent that the liens or
encumbrances shall be inferior to future liens for assessments, as provided herein, whether or not
prior consent is specifically set forth in the instruments creating the liens or encumbrances.

8.7  Failure to Assess. Failure of the Board to establish assessment amounts or rates or
to deliver or mail each Owner an assessment notice shall not be deemed a waiver, modification, or
a release of any Owner from the obligation to pay assessments. In such event, each Owner shall
continue to pay General Assessments on the same basis as during the last year for which an
assessment was made, if any, until a new assessment is levied, at which time the Association may
retroactively assess any shortfalls in collections.

8.8  Exempt Property. The following property shall be exempt from payment of
assessments: (a) all Common Area and such portions of the property owned by the Declarant as
are included in the Area of Common Responsibility pursuant to Section 5.1; (b) any Private
Amenities; and (c) any property dedicated to and accepted by any governmental or quasi-
governmental authority or public utility.
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8.9  Surplus Funds. Any surplus funds of the Association remaining after payment of or
provision of Common Expenses, the funding of a reasonable operating expense surplus and any
prepayment of reserves, shall be maintained by the Association and allocated in a manner as
determined in the reasonable discretion of the Board.

ARTICLE9 ARCHITECTURAL STANDARDS

9.1  General. In order to preserve the natural setting and beauty of the Properties, to
establish and preserve a harmonious and aesthetically pleasing design for the Properties, and to
protect and promote the value of the Properties, the Lots, the Residential Units and the Common
Area and all improvements, structures, landscaping and items located thereon, all Lots, Residential
Units and all improvements, structures, landscaping and items located thereon shall be subject to
the restrictions set forth in this Article 9. Every grantee of an interest in the Properties, by
acceptance by a deed or other conveyance of such interest, agrees to be bound by the provisions
of this Article 9.

9.2  Review Board. No construction, improvements, landscaping, buildings, structures
or development of any kind whatsoever, shall be commenced, carried out on, constructed, altered,
added to or maintained upon any portion of the Properties, including Lots or Common Area, unless
(a) approved in writing by the Design Review Board (b) developed, constructed or altered by
Declarant (c) developed, constructed or altered by the Association in respect to the Common Area
or (d) if a Modifications Committee is established pursuant to the terms hereof, approved by the
Design Review Board after recommendation from the Modifications Committee. Approval of the
Design Review Board shall be subject to such regulations, architectural standards and application
procedures as may be promulgated by the Design Review Board and as set forth herein. The Design
Review Board may charge a reasonable fee as determined by the Design Review Board, from time
to time, to cover the administrative expense of its review and comment, such fee to be payable to
the Design Review Board. The Design Review Board may require placement of a bond by an
applicant to assure compliance with this Declaration and to cover any expenses of damages caused
by construction or improvement activities required to be approved by it.

(a) During the Development Period, the Declarant, in its sole discretion, shall appoint
the members of the Design Review Board. For such time, the Design Review Board shall consist
of at least three (3) and no more than five (5) members, none of whom shall be required to be
residents of the Community or own property at the Community and all of whom shall serve at the
pleasure of the Declarant. The Design Review Board shall act on behalf of the Declarant and the
Association until such time as the Declarant no longer has the right to annex property to the
Community pursuant to Article 7 hereof or the Declarant no longer owns any Lot upon which no
Residential Unit has been constructed, whichever is later, unless sooner waived in writing by the
Declarant. From and after the later of these events, the Design Review Board shall be appointed
by the Board and function in the same manner as committees of the Association under the authority
of the Board.

(b)  Following the Development Period, members of the Design Review Board shall be
appointed by the Board of Directors and the Design Review Board members shall be required to
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be Owners or their spouses. Members of the Design Review Board as are appointed by the Board
shall serve at the pleasure of the Board. During the time that the Design Review Board members
are appointed by the Board, the Design Review Board shall be comprised of not less than three (3)
nor more than five (§) members. ;

(c) The Design Review Board shall elect a chairperson and the chairperson or in his
absence, the vice-chairperson, shall be the presiding officer at its meetings. The Design Review
Board shall meet as often as they so determine and shall be required to meet upon call of the
chairperson, and all meetings shall be held at such places as may be designated by the chairperson.
A majority of the Design Review Board members serving shall constitute a quorum for the
transaction of business, and the affirmative vote of a majority of those present in person at a
meeting of the Design Review Board shall constitute the action of the Design Review Board on
any matter before it. The Design Review Board may, from its members, appoint one (1) such
member to execute approval of plans as might be proposed by an applicant. The Design Review
Board shall not be required to maintain minutes of its meetings and any approval of the Design
Review Board may be evidenced by the members of the Design Review Board, or the designate
appointed by such members, certifying to the approval of such plans by entry of an approval on
the face thereof. Approvals of the Design Review Board may occur at meetings thereof or based
upon communications by and between the members thereof, without call of a meeting, but with
polling of each member thereof by the chairperson or his or her designate.

(d) The Design Review Board is authorized to retain services of consulting architects,
landscape architects, urban designers, engineers, inspectors, and/or attorneys in order to advise and
assist the Design Review Board in performing its functions set forth herein and all such expenses
shall be at the expense of the Association.

(e) Any member of the Design Review Board appointed by the Declarant may be
removed with or without cause by the Declarant at any time by written notice to such appointee,
and a successor or successors appointed to fill such vacancy. Any member of the Design Review
Board appointed by the Board may be removed with or cause by the Board at any time by written
notice to such appointee and its successor or successors appointed to fill such vacancies shall serve
at the pleasure of the Board.

® The Design Review Board is hereby authorized to promulgate from time to time
written architectural standards, regulations, policies, procedures and guidelines (hereinafter
referred to as the "Design Standards") governing the construction, location, landscaping, material
and design of improvements, structures, the contents of submission of plans and specifications,
and other information as may be required in order to evidence compliance with and obtain approval
pursuant to this Article 9. The Design Review Board shall make its standards, regulations, policies,
procedures and guidelines available to Owners, and developers who seek to engage in development
or improvement of construction upon all or any portion of the Properties and shall conduct its
operations in accordance therewith. Decisions of the Design Review Board take into account and
be founded upon the nature, kind, shape, color, size, material and location of any construction,
improvements, buildings, structures or development and the quality of workmanship planned, the
design and harmony of external design and relation to surrounding structures, topography and
elevation of such construction, improvements, buildings, structures and development and the
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Community Wide Standards. The Design Standards shall be binding upon and enforceable against
all Owners. The provisions hereof shall not be apphcable to any of the Additional Property;
provided such shall be applicable to those portions of the Additional Property annexed to this
Declaration. From and after the time that the Board appoints the members of the Design Review
Board, any Design Standards proposed by the Design Review Board and any approvals or denials
by the Design Review Board shall first be approved by the Board before their being effective.

9.3 Submissions to Design Review.

(a) No construction, improvements, buildings, structures or development of any kind
whatsoever, shall be commenced, carried out on, constructed, altered, added to or maintained on
any Lot or Residential Unit, other than as developed, constructed or altered by Declarant unless
and until three (3) copies of the plans and specifications and related data (including, if required by
the Design Standards), shall have been submitted to and approved in writing by the Design Review
Board or if a Modifications Committee is established pursuant to the terms hereof, approved by
the Design Review Board after recommendation from the Modifications Committee.

(b) For purposes of this Article 9 and specifically Section 9.3(a) above, "construction,
improvements, buildings, structures or development" shall include by way of example and not
limitation the construction, installation or alteration of Residential Units, sidewalks, driveways,
parking areas, mailboxes, basketball goals, decks, patios, courtyards, swimming pools, tennis
courts, greenhouses, playhouses, play equipment, awnings, walls, steps, stoops, yard equipment,
fences, exterior lights, garages, landscaping, hardscaping, lawns, guests or servants quarters, or
other outbuildings. Plans, specifications and related data as submitted for any such construction,
improvements, buildings, structures or development requested for approval shall show the nature,
color, type, shape, height, materials and location of the same. One (1) copy of such plans,
specifications and related data so submitted shall be retained in the records of the Design Review
Board and the other copy shall be returned to the Owner marked "approved by the Design Review
Board," or "approved as noted by the Design Review Board," or "disapproved by the Design
Review Board." Until the members of the Design Review Board are appointed by the Board, the
Design Review Board shall have the sole discretion to determine whether the plans and
specification submitted for approval are acceptable to the Design Review Board in connection with
the approval rights. Any disapproval by the Design Review may be based upon any ground
whatsoever so long as such disapproval is consistent with the objectives and purposes of this
Declaration, including, but not limited to, purely aesthetic considerations, provided that such
disapproval is not arbitrary or capricious.

(©) Any and all plans submitted for the construction of a Residential Unit on a Lot,
shall depict thereon the proposed Residential Unit in such detail as requested by the Design Review
Board, including all driveways, parking areas, mailboxes, basketball goals, decks, patios,
courtyards, swimming pools, tennis courts, greenhouses, playhouses or equipment, walls or fences,
awnings, steps, stoops, yard equipment, lighting, garages, out buildings, landscaping, hardscaping,
lawns, guest or servants quarters and such other structures, out buildings and items as determined
by the Design Review Board or as contemplated by the applicant to be a part of the improvement
of the Lot. Any and all requests for alterations or additions to a Lot or Residential Unit, including
alterations or additions to existing structures or improvements or the addition of additional
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structures, items or improvements shall depict thereon the proposed addition or alteration in its
proposed location with all height, material, location and other specifics as may be requested by the
Design Review Board. ?

(d)  The Design Review Board shall have the right to establish a maximum percentage
of a Lot which can be cleared or graded and, a maximum percentage of a Lot which may be covered
by Residential Units, buildings, structures or other improvements, which standard shall be
promulgated on the basis of topography, percolation data, soil types and conditions, vegetation
cover and other environmental factors taken into account by the Design Review Board. Following
approval of any plans and specifications by the Design Review Board, representatives of the
Design Review Board shall have the right, without notice, during reasonable hours to enter and
inspect any Lot, Residential Unit or other improvements or structures with respect to which
construction is underway to whether or not the plans and specifications thereof have been approved
and are complied with. In the event that Design Review Board shall determine that such plans and
specifications have not been approved or are not being complied with, the Design Review Board,
acting in the name and at the expense of the Association, shall be entitled to enjoin further
construction and to require the removal or correction of any work, improvement or structure in
place which does not comply with the approved plans and specifications.

(e) In the event that the Design Review Board fails to approve or disapprove in writing
any proposed plans and specifications within thirty (30) days after such plans and specifications
have been submitted, such plans and specifications will be deemed to have been expressly
approved, provided the proposed improvements are generally in harmony with the Community-
Wide Standard. Upon the approval of plans and specifications by the Design Review Board, no
further approval under this Article 9 shall be required with respect thereto, unless construction has
not substantially commenced within sixty (60) days of approval of such plans and specifications
or unless such plans and specifications are materially altered or changed. For purposes of this
section, "substantially commenced" shall mean any clearing, grading, pouring of footing or any
other type of affirmative action to commence with the construction of a Residential Unit.

® No landscaping, grading, excavation or filling of any nature whatsoever shall be
implemented and installed on a Lot, other than by Declarant, unless and until the plans therefor
have been submitted to and improved in writing by the Design Review Board. The provisions of
this Article 9 regarding the time for approval of plans, the right to inspect, the right to enjoin and/or
require removal, etc. shall also be applicable to any proposed landscaping, clearing, grading,
excavation or filling. The Design Review Board shall be permitted to promulgate Design Standards
with regard to any such landscaping, grading, excavation or filling.

(g) Before construction of any Residential Unit on any Lot begins and is part of the
approved plan regarding such Residential Unit as submitted to the Design Review Board, the
Design Review Board shall be provided a general landscape design which shall be reviewed and
approved by it before commencement of the installation of landscape in respect to such Residential
Unit. The landscaping as shown on such landscape design plan shall be installed and in place as
part of the construction of the Residential Unit.

94  The Modifications Committee.
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(a) By way of example and not limitation of the terms of this Asticle 9, the Design
Review Board shall have the right to approve upon submission of a request pursuant to the terms
of this Article any and all modifications, additions or alterations made on or to a Lot.
Notwithstanding this authority of the Design Review Board, the Design Review Board, may
authorize, continue and discontinue a Modifications Committee to review any and all proposed
modifications, additions or alterations to a Lot on which a Residential Unit has been completed,
or affecting the exterior portion of the Residential Unit thereon.

(1) If such Modifications Committee is established, such Committee's authority
shall be limited to review of proposed modifications, additions or alterations made on or to such
Lot or affecting the exterior portion of the Residential Unit thereon, following (a) completion of
the construction of the initially proposed Residential Unit and the improvements thereon as
approved by the Design Review Board (b) occupancy of such Residential Unit and (c) issuance of
a certificate of occupancy if such is issued by the local jurisdiction. The Modifications Committee
shall not have authority to review modifications, additions or alterations made by the Declarant or
by Builder/Owners, which modifications, additions or alterations shall be subject, at all times, only
to review and approval of the Design Review Board.

(i)  The results of any and all review by the Modifications Committee shall be
submitted to the Design Review Board with a recommendation, in writing, by the Modifications
Committee for approval, approval as noted with comments, or disapproval. The recommendation
of the Modifications Committee shall not be binding until- adopted by the Design Review Board,
who may accept, accept with comment or reject such recommendation. If any recommendation of
the Modifications Committee is rejected by the Design Review Board, the Design Review Board
may substitute its own response to any such proposed modification, addition or alteration, which
shall then be binding.

(iii) Review and recommendation by the Modifications Committee shall be
based upon the terms of this Declaration and the Design Standards.

(b) The Modifications Committee shall, if established, consist of at least three (3) and
no more than five (5) members, all of whom shall be appointed by the Declarant until such time
as the members of the Design Review Board are appointed by the Board of Directors. At such time
that the members of the Design Review Board are appointed by the Board of Directors, the Board
of Directors shall also appoint the members of the Modifications if existing. If the Design Review
Board determines that it has jurisdiction over and in respect to any submission to the Modifications
Committee, the Design Review Board shall be authorized to review and approve such submission
to the exclusion of Modifications Committee.” The Modifications Committee shall, as soon as
practical after receipt by it of any submission hereunder review the same and deliver its
recommendation to the Design Review Board. If the Design Review Board fails to approve or
disapprove, in writing, any proposed modification, addition or alteration within thirty (30) days
after such have been submitted, such plans and specifications will be deemed expressly approved,
provided the proposed modification, addition or alteration is in general harmony with the
Community Wide Standard. The provisions hereof shall not be applicable to the Private Amenities
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or the Additional Property provided such shall be applic%ble to those portions of the Additional
Property or Private Amenities as have been annexed to this Declaration.

(c) Nothing contained herein shall be const1§'ued to limit the right of an Owner to
remodel the interior of his or her Residential Unit or to paint the interior of his or her Residential
Unit any color desired, so long as the same is not visible from outside the Residential Unit.

9.5  Commencement of Construction and Occupancy of Residential Units. Residential
Units may not be temporarily or permanently occupied until the exteriors thereof and the
landscaping of the Lot on which the Residential Unit is located have been completed and a
certificate of occupancy for such Residential Unit, if issued by the local jurisdiction, has been
issued. Once commenced, the construction of a Residential Unit and original improvements
contemplated therewith on a Lot shall diligently be continued and shall be completed within twelve
(12) months from the date of commencement. For the purposes of this Section, commencement of
construction shall mean that (a) all plans for such construction have been approved by the Design
Review Board; (b) a building permit has been issued for the Lot by the appropriate jurisdiction;
and (c) construction of a structure has physically commenced beyond site preparation. Completion
of a structure shall mean that a certificate of occupancy has been issued by the appropriate
jurisdiction for the Lot. During the continuation of construction of any Residential Unit, structure
or improvements respecting a Lot or any modifications, additions or alterations thereto, any and
all contractors in respect to the construction thereof shall maintain the Lot, the Residential Unit,
and the surrounding Common Area in a reasonably clean and uncluttered condition and, to the
extent possible, all construction trash and debris shall be kept within refuse containers. Upon
completion of construction, the Owner of the Lot shall cause such contractors to immediately
remove all equipment, tools and construction material and debris from the Lot and Residential
Unit on which such construction has been completed.

9.6  Approval of Plans. No approval of plans and specifications and no publication of
Design Standards pursuant to the terms of this Declaration by the Design Review Board shall be
construed as representing or implying that such plans, specifications or standards will, if followed,
result in properly designed improvements. Such approvals and standards shall in no event be
construed as representing or guaranteeing that any Residential Unit or other improvement built in
accordance therewith will be built in a good manner. The Declarant, the Association, the Design
Review Board and the Modifications Committee, if acting, shall not be responsible or liable for (i)
any defects in any plans or specifications submitted, revised, or approved pursuant to the terms of
this Declaration, (ii) any loss or damages to any person rising out of the approval or disapproval
of any plans or specifications, (iii) any loss or damage arising from the non-compliance of such
plans and specifications as with any governmental ordinances and regulations, nor (iv) any defects
in construction undertaken pursuant to such plans and specifications.

9.7  Construction Criteria and Requirement of Compliance With Law. All Residential
Units and other structures and improvements shall be constructed, modified, altered or added to in
compliance with any and all applicable state, county and municipal zoning and building
restrictions and any applicable regulations and restrictions as might apply to the real estate. All
grading, clearing, construction of impervious surfaces, building and other construction activity
performed on Lots or Residential Units that are subject to the rules, regulations, guidelines and
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restrictions of any regulatory authority shall be perfcirmed in accordance with such rules,
regulations, guidelines and restrictions.

9.8 Land Use and Building Type. Unless otherwise set forth by Declarant in a
Supplemental Declaration applicable to a Phase, the following shall be applicable to all Lots.

(a) Structures and Improvements. For purposes of lending assistance to define
structures and improvements as required to be approved by the Design Review Board, such
structures and improvements shall include, but shall not be limited to, staking, clearing,
excavation, grading and other site work; initial construction of any Residential Unit or accessory
building; exterior alteration of existing improvements; installation or replacement of mailboxes;
basketball hoops; swing sets and similar sports and play equipment, clotheslines, garbage cans,
wood piles; swimming pools; gazebos or playhouses; window air-conditioning or fans; hot tubs;
wells; solar panels; antennas; satellite dishes or any other apparatus for the transmission or
reception of television, radio, satellite, or other signals of any kind; hedges, walls, dog runs, animal
pens, or fences of any kind, including invisible fences; docks (as permitted by regulatory
authorities, including the Army Corps of Engineers, if applicable); artificial vegetation or
sculpture; and planting or removal of landscaping materials. Notwithstanding the foregoing, the
Declarant and the Association shall regulate antennas, satellite dishes, or any other apparatus for
the transmission or reception of television, radio, satellite or other signals of any kind only in strict
compliance with applicable laws and regulations. Similarly, solar panels shall only be regulated
in accordance with applicable law.

(b)  In addition to the foregoing activities requiring prior approval, the following items
are strictly regulated, and the Design Review Board shall have the right, in its sole discretion, to
prohibit or restrict these items within the Properties. Each owner must strictly comply with the
terms of this Section unless approval or waiver in writing is obtained from the Design Review
Board. The Design Review Board may, but is not required to, adopt specific guidelines as part of
the Design Guidelines or rules and regulations which address the following items.

@) Signs and Flags. No sign of any kind shall be erected by an Owner or occupant
within any portion of the Properties, including Common Area or, without the prior written consent
of the Design Review Board, except (1) such signs as may be required by legal proceedings; and
(2) not more than one (1) professional security sign of such size deemed reasonable by the Design
Review Board in its sole discretion. The Declarant and the Design Review Board reserve the right
to adopt additional restrictions with respect to the size, content, color, lettering, design and
placement of any approved signs. All signs must be professionally prepared. This provision shall
not apply to entry, directional, signs installed by the Declarant or its duly authorized agent as may
be necessary or convenient for the marketing and development of the Properties. Only flags of the
United States or North Carolina shall be permitted. All other flags are prohibited. American and
North Carolina flags shall be no greater in size than four feet by six feet.

(i)  Tree Removal. No trees that are more than six (6) inches in diameter at a point two
(2) feet above the ground shall be removed without the prior written consent of the Design Review
Board, provided, however, any trees, regardless of their diameter, that are located within ten (10)
feet of a drainage area, a sidewalk, a residence, or a driveway, or any diseased or dead trees needing
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to be removed to promote the growth of other trees or for% safety reasons may be removed without
the written consent of the Design Review Board. The Design Review Board may adopt or impose
requirements for, or condition approval of, tree removal upon the replacement of any tree removed.

(iii)  Lighting. Exterior lighting visible from the street shall not be permitted except for:
(1) approved lighting as originally installed on a Lot; (2) one (1) approved decorative post light;
(3) pathway lighting; (4) street lights in conformity with an established street lighting program for
the Properties; (5) seasonal decorative lights during the usual and common season; or
(6) front house illumination of model homes.

(iv)  Accessory Structures. With the approval of the Design Review Board, detached
accessory structures may be placed on a Lot to be used for a playhouse, swimming pool, tennis
court, tool shed, dog house, garage or other approved use. A garage may also be an attached
accessory structure. Such accessory structures shall conform in exterior design and quality to the
dwelling on the Lot. With the exception of a garage that is attached to a dwelling and except as
may be provided otherwise by the Design Review Board, an accessory structure placed on a Lot
shall be located only behind the dwelling as such dwelling fronts on the street abutting such Lot
or in a location approved by the Design Review Board. All accessory structures shall be located
within side and rear setback lines as may be required by the Design Review Board or by applicable
zoning law. Notwithstanding anything herein to the contrary, no storage shed shall be constructed
on any Lot after June 1, 2022.

v) Garages. Unless a variance is obtained pursuant to Section 9.10, no front entry
garages are permitted. All garages must have doors and each garage door must be coordinated in
design and color with the Residential Unit to which it is appurtenant. Each Owner shall provide in
respect to each of such Owner's Residential Units parking of at least two (2) automobiles within
garages. The garage shall be constructed at the same time that the Residential Unit is constructed
and occupancy of the Residential Unit shall not be authorized until the garage is complete.

(vi)  Utility Lines. Overhead utility lines, including lines for cable television, are not
permitted except for temporary lines as required during construction and lines installed by or at
the request of Declarant.

(vii) Minimum Dwelling Size. Each Residential Unit located on any Lot shall contain a
minimum of 2,000 square feet of enclosed, heated and cooled living space. Upon written request
of an Owner, the Design Review Board may waive the square footage requirement if, in the Design
Review Board's sole discretion, the resulting appearance of such Residential Unit will preserve
and to the overall appearance, scheme, design, value and quality within the Properties.

(viii) Sight Distance at Intersections. All property located at street intersections or
driveways shall be landscaped and improved so as to permit safe sight across such areas. No fence,
wall, hedge or shrub shall be placed or permitted to remain where it would cause a traffic or sight
problem. The Design Guidelines may include additional sight line limitations.
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(ix)  Air Conditioning Facilities. No window or wall type air conditioners shall be
permitted to be used, erected, placed, or maintained on or in any Residential Unit, building,
improvement or structure within the Properties. ,

(x) Utility Location. The Owners shall ascertain the location of utility service lines and
keep the area over the route, if underground, of said service drops free of excavations and clear of
structures, trees and other obstructions; it being understood that the lighting and power company
may install, maintain, repair, replace and remove said underground service drops, if any, and open
the ground for any such purpose or purposes; and no payment will be due or made by any utility
for such use or activity.

(xi)  Walls, Fences, and Hedges. No walls or fences shall be erected or maintained on
any Lot nearer to the street front than the front building line as set forth and as may be shown on
the Subdivision Plat unless approved, in writing, by the Design Review Board. All fences and
walls shall be approved by the Design Review Board pursuant to standards adopted by it prior to
installation. All walls and fences on any Lot must be no higher than as might be approved and
must be of a material the same as the house (i.e. brick, stone or stucco) or as otherwise approved
by the Design Review Board. Notwithstanding anything herein or in the Design Guidelines to the
contrary, no fence may be installed which will impede the natural flow of water across the Lot and
no opaque privacy fence shall be permitted on any Lot. All fences must be approved by the Design
Review Board. Ownership of any wall, fence, or hedge erected as a protective screening on a Lot
shall pass with title to the Lot. Each Owner shall be responsible for maintaining any wall, fence or
hedge as may exist on his or her Lot.

(xii) Parking. Each Lot shall have provided thereon adequate off strect parking as
determined by the Design Review Board.

(xiii) Mailboxes. Mail shall be delivered to the community post office located near the
clubhouse. No individual mailboxes are permitted.

(xiv) Driveway Construction. No driveway shall be placed on any Lot nor be connected
to any street or road within the Properties until the location and materials on the Lot and street
access of such driveway are approved by the Design Review Board. In the event there are any
concrete curbs in the Properties and such curves are chipped,, cracked and/or broken on the street
front side as a result of driveway installation or otherwise such shall be repaired or replaced at the

expense of the Owner of the Residential Unit prior to occupancy of the Residential Unit on said
Lot.

() Featured Builders. The construction of any new structure on a Lot must be
completed by a builder identified as a featured builder in the Design Guidelines (a “Featured
Builder”). The Featured Builders are subject to change from time to time as determined by the
Declarant during the Development Period and, thereafter, by the Board. During the Development
Period the Declarant and, thereafter the Board, shall also have the exclusive right to adopt, alter
and/or amend the requirements and terms of the Featured Builder program from time to time. The
Featured Builders are not employees or agents of or joint venturers with the Declarant, although
Declarant or Declarant’s real estate marketing company may provide sales and/or marketing
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services for Featured Builders for a fee. Declarant is not a party to any contractual agreements
between Featured Builders and their clients. Any assurances of quality construction, compliance
with the Declaration or the Design Guidelines, completion according to plan, and timeliness are
the sole responsibility of any individual contracting directly with a Featured Builder. Declarant is
not responsible for any home, home design, representation or promise made by a Featured Builder.

9.9  No Waiver of Future Approvals. Approval of proposals, plans and specifications,
or drawings for any work done or proposed, or in connection with any other matter requiring
approval, shall not be deemed to constitute a waiver of the right to withhold approval as to any
similar proposals, plans and specifications, drawings, or other matters subsequently or additionally
submitted for approval.

9.10 Variance. The Design Review Board may authorize variances from compliance
with any of its guidelines and procedures when circumstances such as topography, natural
obstructions, hardship, or aesthetic or environmental considerations require, but only in
accordance with duly adopted rules and regulations. Such variances may only be granted, however,
when unique circumstances dictate and no variance shall (a) be effective unless in writing; (b) be
contrary to this Declaration; or (c) prevent the Design Review Board from denying a variance in
other circumstances. For purposes of this Section, the inability to obtain approval of any
governmental agency, the issuance of any permit, or the terms of any financing shall not be
considered a hardship warranting a variance.

9.11 Limitation of Liability. The standards and procedures established pursuant to this
Article are intended to provide a mechanism for maintaining and enhancing the overall aesthetics
of the Properties only, and shall not create any duty on the part of the Declarant, the Association,
the Board or the Design Review Board to any Person. Review and approval of any application
pursuant to this Article is made on the basis of aesthetic only and neither the Declarant, the
Association, nor the Design Review Board shall bear any responsibility for ensuring the structural
integrity or soundness of approved construction or modifications, the adequacy of soils or
drainage, nor for ensuring compliance with building codes and other governmental requirements.
Neither the Declarant, the Association, the Board, the Design Review Board or any committee, or
member of any of the foregoing shall be held liable for any injury, damages, or loss arising out of
the manner or quality of approved construction on or modifications to any Lot. In all matters, the
committees and their members shall be defended and indemnified by the Association as provided
in Section 4.6.

9.12 Enforcement.

(a) The Declarant, any member of the Design Review Board or the Board, or the
representatives of each shall have the right, during reasonable hours and after reasonable notice,
to enter upon any Lot to inspect for the purpose of ascertaining whether any structure or
improvement is in violation of this Article. Any structure, improvement or landscaping placed or
made in violation of this Article shall be deemed to be nonconforming. Upon written request from
the Design Review Board, Owners shall, at their own cost and expense, remove such structure or
improvement and restore the property to substantially the same condition as existed prior to the
nonconforming work. Should an Owner fail to remove and restore the property as required, any
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authorized agent of Declarant, the Design Review Board or the Board shall have the right to enter
the property pursuant to Section 11.5, remove the violation, and restore the property to
substantially the same condition as previously existed. Entry for such purposes and in compliance
with this Section shall not constitute a trespass. In addition, the board may enforce the decisions
of the Declarant, and the Design Review Board by any means of enforcement described in Section
4.4. All costs, together with the interest at the maximum rate then allowed by law, may be assessed
against the benefited Lot and collected as a Specific Assessment.

(b) Unless otherwise specified in writing by the Design Review Board, all approvals
granted hereunder shall be deemed conditioned upon completion of all elements of the approved
work and all work previously approved with respect to the same Lot, unless approval to modify
any application has been obtained. If, after commencement, any Person fails to diligently pursue
to completion all approved work, the Association shall be authorized, after notice to the Owner of
the Lot and an opportunity to be heard in accordance with the By-Laws, to enter upon the Lot and
remove or complete any incomplete work and to assess all costs incurred against the Lot and the
Owner thereof as a Specific Assessment.

(c) Neither the Design Review Board nor the Association, the Declarant, nor their
members, officers or directors shall be held liable to any Person for exercising the rights granted
by this Article. Any contractor, subcontractor, agent, employee, or other invitee of an Owner who
fails to comply with the terms and provisions of this Article or the Design Guidelines may be
excluded by the Design Review Board from the Properties subject to the notice and hearing
procedures contained in the By-Laws.

(d) In addition to the foregoing, the Association shall have the authority and standing
to pursue all legal and equitable remedies available to enforce the provisions of this Article and
the decisions of the Design Review Board.

ARTICLE 10 USE RESTRICTIONS

10.1 Use Restrictions. This Article sets out certain use restrictions which must be
complied with by all Owners and occupants of any Lot. The Properties shall be used only for
residential, recreational, and related purposes (which may include, without limitation, model
homes, sales offices, an information center and/or a sales office for any real estate broker retained
by the Declarant to assist in the sale of property described on Exhibits A or B, offices for any
property manager retained by the Association, business offices for the Declarant or the Association
or related parking facilities) consistent with this Declaration and any Supplemental Declaration,
subject, however, to the Declarant's right, exercised in its discretion, to annex the Private
Amenities to the terms of this Declaration pursuant to any amendment hereto or any Supplemental
Declaration adopted by Declarant.

10.2  Leasing. Lots may be leased for residential purposes only. All leases shall require,
without limitation, that the tenant acknowledge receipt of a copy of the Declaration, Laws, use
restrictions, and rules and regulations of the Association. The lease shall also obligate the tenant
to comply with the foregoing. The Board may require notice of any lease together with such
additional information deemed necessary by the Board.
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10.3 Residential Use.

(a) Subject to the rights of Declarant as set out herein, Lots may be used only for
residential purposes of a single famﬂy, and for ancillary business or home office so long as: (i) the
existence or operation of the activity is not apparent or detectable by sight, sound, or smell from
outside the Lot; (ii) the activity conforms to all zoning requirements for the Properties; (ii) the
activity does not involve door-to-door solicitation of residents of the Properties; (iv) the activity
does not increase traffic or include frequent deliveries within the Properties; and (v) the activity is
consistent with the residential character of the Properties and does not constitute a nuisance, or a
hazardous or offensive use, or threaten the security or safety of other residents of the Properties,
as may be determined in the sole discretion of the Board.

(b) Subject to the rights of Declarant set out herein, no other business, trade, or similar
activity shall be conducted upon a Lot without the prior written consent of the Board. The terms
"business" and "trade", as used in this provision, shall be construed to have their ordinary,
generally accepted meanings and shall include, without limitation, any occupation, work, or
activity on an ongoing basis which involves the provision of goods or services to persons other
than the provider's family and for which the provider receives a fee, compensation, or other form
of consideration, regardless of whether: (i) such activity is engaged in full or part-time, (ii) such
activity is intended to or does generate a profit, or (iii) a license is required.

(c) The leasing of a Lot shall not be considered a business or trade within the meaning
of this Section. This Section shall not apply to any activity conducted by the Declarant with respect
to its development and sale of the Properties, or its use of any Lots which it owns within the
Properties, including the operation of a timeshare or similar program.

(d  No garage sale, moving sale, rummage sale; or similar activity shall be conducted
upon a Lot without the prior written consent of the Board.

10.4  Vehicles. All vehicles shall be subject to such reasonable rules and regulation as
the Board of Directors may adopt. In addition, the following shall apply.

(a) Automobiles and non-commercial trucks and vans shall be parked only in the
garages or in the driveways, if any, serving the Lots unless otherwise approved by the Design
Review Board; provided however, the Declarant and/or the Association may designate certain on-
street parking areas for visitors or guests subject to reasonable rules. No automobile or non-
commercial truck or van may be left upon any portion of the Properties, except in a garage, if it is
unlicensed or if it is in a condition such that it is incapable of being operated upon the public
highways. Such vehicle shall be considered a nuisance and may be removed from the Properties.
No motorized vehicles shall be permitted on trails, paths, or unpaved Common Area except for
public safety vehicles and as specifically authorized by the Board. For purpose of the foregoing, a
non-commercial truck shall be deemed to be a truck upon which there is contained no commercial
lettering, phone numbers, or business advertisement on the exterior thereof and which does not
contain commercial license tags.
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(b) Recreational vehicles belonging to Owners or occupants of the Lots shall be parked
only in the recreational vehicle storage area within the Properties, or in garages, if any, serving the
Lots or, with the prior written approval of the Design Review Board, other hard-surfaced areas
which are not visible from the street. "Visibility" shall be determined by the Design Review Board
in its sole discretion. Guests of an Owner or occupant may park a motor or mobile home on the
driveway serving the Owner's or occupant's Lot for a period not to exceed seven (7) Days each
calendar year. The term "recreational vehicles", as used herein, shall include, without limitation,
motor homes, mobile homes, boats, "jet skis" or other watercraft, trailers, other towed vehicles,
motoreycles, minibikes, scooters, go-carts, golf carts, campers, buses, and camper trucks and vans.
Any recreational vehicle parked or stored in violation of this provision in excess of seven (7) Days
shall be considered a nuisance and may be removed from the Properties. Fees and costs for removal
and storage under this provision shall be assessed against the Lot as a Specific Assessment. The
Declarant and/or the Association may designate certain parking areas within the Properties for
recreational vehicles subject to reasonable rules and foes, if any.

(c) Service and delivery vehicles may be parked in the Properties during daylight hours
for such periods of time as are reasonably necessary to provide service or to make a delivery within
the Properties.

(d) Without prior written approval and authorization of the Board of Directors, no
boats, boat trailers, campers, canoes, motorcycles, mopeds, all-terrain vehicles, vehicles used
primarily for recreational purposes, vehicles primarily used for commercial purposes, abandoned
vehicles, vehicles which are either dismantled, partially dismantled, inoperative, discarded or one
which does not have a valid license plate attached thereto, shall be stored, allowed to remain, or
repeatedly parked on the Properties subject to this Declaration,, except in any area, if any,
designated by the Board of Directors. No vehicles shall be parked on the Common Area other than
in authorized parking areas. No vehicles shall be parked or stored on blocks or other such devices
on the Common Area or other portion of the Properties visible :from the Common Area. No
vehicles shall be parked so as to obstruct the fire lanes or roadways within the Properties. If
permitted, boat trailers, boats, campers, motorcycles, mopeds, all-terrain vehicles, vehicles
primarily used for recreational or commercial purposes, travel trailers or inoperative automobiles
are to be stored out of view from the streets and shall not be stored in any street right-of-way or
on driveways. The Association is expressly authorized to remove, by towing or other methods, at
the Owner's expense, any unlawful or prohibited vehicle in violation hereof.

(e) All vehicular traffic on the private streets and roads within the Properties shall be
subject to the provisions of the laws of the State of North Carolina and County operation of motor
vehicles on public streets. The Board is hereby authorized to promulgate, administer, and enforce
reasonable Rules and Regulations governing vehicular and pedestrian traffic, including reasonable
safety measures and speed limits including modifications of those in force on public streets, within
the Properties. The Association shall be entitled to enforce same by establishing such enforcement
procedures as it deems appropriate, including levying fines for the violation thereof. In the event
of a conflict between such provisions of the laws of the State of North Carolina and County and
such Rules and Regulations promulgated by the Association, the Rules and Regulations of the
Association shall control unless the laws of the State of North Carolina or County are determined
by the Board to be more restrictive. Only drivers licensed to operate motor vehicles by the State
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of North Carolina or by any other state in the United States may operate any type of motor vehicle,
including golf carts, mopeds, all-terrain vehicles, motorcycles, motor driven bicycles within the
Properties. All vehicles of any kind and nature which are operated on the streets of the Properties
shall be operated in a careful, prudent, safe, and quiet manner with due consideration for the rights
of all Owners within the Properties.

10.5 Use of Common Area.

(a) There shall be no obstruction of the Common Area, including without limitation
any community docks(s), boat ramp and recreational vehicle and boat storage area, nor shall
anything be kept, parked or stored on any part of the Common Area without the prior written
consent of the Association, except as specifically provided herein. With the prior written approval
of the Board of Directors, and subject to any restrictions imposed by the Board, an Owner or
Owners may reserve portions of the Common Area for use for a period of time as set by the Board.
Any such Owner or Owners who reserve a portion of the Common Areas as provided herein shall
assume all risks associated with the use of the Common Area and all liability for any damage or
injury to any person or thing as a result of such use. The Association shall not be liable for any
damage or injury resulting from such use unless such damage or injury is caused solely by the
willful acts or gross negligence of the Association, its agents or employees.

(b) Owners of Lots, as well as their families, tenants, guests, invitees, and pets shall
refrain from any actions which deter from the enjoyment by other Owners of areas within the
Properties designated as Common Area. Prohibited activities shall include without limitation,
maintenance of dogs or other pets under conditions which interfere with the use of the specified
areas by other Owners, playing of loud radios or musical instruments, holding of large gatherings
without advance approval of the Board, and use of portable outdoor grills, cooking facilities, tents
or other temporary structures, stages, vending machines or facilities,, except for events approved
in advance by the Board. The Board may promulgate other rules and restrictions for the use of
these areas.

10.6  Animals and Pets. No animals, livestock or poultry of any kind shall be raised, bred,

or kept on any Lot nor within any Residential Unit, except that dogs, cats or other usual household
pets may be kept by the respective Owners on their respective Lots and within their respective
Residential Unit, provided that they are not kept, bred or maintained for any commercial purpose
and do not endanger the health of or unreasonably disturb the Owner of any Lots within the
Community; provided that the Board of Directors may, by adoption of Rules and Regulations,
(i) prohibit from the Properties animals which are determined by the Board to be dangerous or
detrimental to the health, safety or welfare of the Owners and (ii) prohibit any respective pet from
travel upon or use of the Area unless the owner of such pet pays a user fee to the Association in an
amount determined by the Board. In addition, Rules and Regulations may include but not be
limited to the prohibition of animals as to size, weight or type. No pet enclosure shall be erected,
placed or permitted to remain on any Lot subjected to this Declaration except as approved pursuant
to Article 9. In the event a pet or pets become a nuisance in the opinion of the Declarant or the
Board, they shall be removed from the Properties. All animals, as are permitted herein, shall be
kept and maintained in accordance with the Rules and Regulations established by the Board.
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10.7 Nuisance. It shall be the responsibility of each Owner and occupant to prevent the
development of any unclean, unhealthy, unsightly, or unkempt condition on his or her property.
The Properties shall not be used, in whole or in part, for the storage of any property or thing that
will cause such Lot to appear to be in an unclean or untldy condition or that will be obnoxious to
the eye; nor shall any substance, thing, or material be kept that will ,emit foul or obnoxious odors
or that will cause any noise or other condition that will or might disturb the peace, quiet, safety,
comfort, or serenity of the occupants of surrounding property. No noxious or offensive activity
shall be carried on within the Properties, nor shall anything be done tending to cause
embarrassment, discomfort, annoyance, or nuisance to any Person within the Properties. There
shall not be maintained any plants or animals or device or thing of any sort whose activities or
existence in any way is noxious, dangerous, unsightly, unpleasant, or of a nature as may diminish
or destroy the enjoyment of the Properties. Without limiting the generality of the foregoing, no
speaker, horn, whistle, siren, bell, amplifier or other sound device, except such devices as may be
used exclusively for security purposes or as approved by the Design Review Board, shall be
located, installed or maintained upon the exterior of any Lot unless required by law. Any siren or
device for security purposes shall contain a device or system which causes it to shut off
automatically. The reasonable and normal development, construction and sales activities
conducted or permitted by the Declarant shall not be considered a nuisance or a disturbance of the
quiet enjoyment of any Owner or occupant.

10.8 Storage of Materials, Garbage. Dumping, Etc.

(a) All garbage cans shall be located or screened so as to be concealed from view of
neighboring streets and property. All rubbish, trash, and garbage shall be regularly removed and
shall not be allowed to accumulate. There shall be no dumping of grass clippings, leaves or other
debris; rubbish, trash or garbage; petroleum products, fertilizers, or other potentially hazardous or
toxic substances on wetlands or marsh areas or in any drainage ditch or stream within the
Properties, except that fertilizers may be applied to landscaping on Lots provided care is taken to
minimize runoff. No lumber, metals, bulk materials, refuse, trash or other similar materials shall
be kept, stored, or allowed to accumulate outside the buildings on any Lot, except as may be
permitted during any period of construction of improvements to a Lot.

(b)  Each Owner shall maintain its Lot in a neat and orderly condition throughout
construction of a residential dwelling or accessory structure and not allow trash and debris from
its activities to be carried by the wind or otherwise scattered within the Properties. Storage of
construction materials on the Lot shall be subject to such conditions, rules, and regulations as may
be set forth in the Design Guidelines. Each owner shall keep roadways, easements, swales, and
other portions of the properties clear of silt, construction materials and trash from its activities at
all times. Trash and debris during construction shall be contained in standard size dumpsters or
other appropriate receptacles and removed regularly from Lots and shall not be buried or covered
on the Lot. All Lots on which construction is in progress must be inspected by the Owners or their
builders prior to each weekend, and during the weekend all materials shall be neatly stacked or
placed and any trash or waste materials shall be removed. In addition, Owners shall remove trash
and debris from the Lot upon reasonable notice by Declarant in preparation for special events.
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10.9 Combustible Liquid. Storage of gasoline, propane, heating or other fuels is
prohibited, except for a reasonable amount of fuel that may be stored in containers appropriate for
such purpose on each Lot for emergency purposes and operation of lawn mowers and similar tools
or equipment and except as may be approved in writing by the Design Review Board. The
Association shall be permitted to store fuel for operation of maintenance vehicles, generators and
similar equipment.

10.10 Guns. The discharge of firearms on the Properties is prohibited. The term
"firearms" includes without limitation "B-B" guns, pellet guns, and firearms of all types. The Board
may impose fines, and exercise other means of enforcement as set forth in this Declaration, but
shall have no obligation to exercise self-help to prevent or stop such discharge.

10.11 Subdivision of Lot. Without the Declarant's prior written consent, no Lot shall be
subdivided or its boundary lines changed after a subdivision plat depicting the Lot has been
approved and filed in the Public Records. Any such division, boundary line change; or replating
shall not be in violation of the applicable subdivision and zoning regulations, if any.

10.12 Drainage and Grading.

(a) Catch basins and drainage areas are for the purpose of natural flow of water only.
No improvements, obstructions or debris shall be placed in these areas. No Owner or occupant
may obstruct or rechanneled the drainage flows after location and installation of drainage swales,
storm sewers, or storm drains.

(b)  Each Owner shall be responsible for maintaining all drainage areas located on its
Lot, and for controlling the natural and man-made water flow from its Lot. Required maintenance
shall include, but not be limited to, maintaining ground cover in drainage areas and removing any
accumulated debris from catch basins and drainage areas. No Owner shall be entitled to overburden
the drainage areas or drainage system within any portion of the Properties with excessive water
flow from its Lot. Owners shall be responsible for all remedial acts necessary to cure any
unreasonable drainage flows from Lots. Neither the Association nor the Declarant bears any
responsibility for remedial actions to any Lot.

© No Person shall alter the grading of any Lot without prior approval pursuant to
Article 9 of this Declaration. The Declarant hereby reserves for itself and the Association a
perpetual easement cross the Properties for the purpose of altering drainage and water flow. The
exercise of such an easement shall not materially diminish the value of or unreasonably interfere
with the use of any Lot without the Owner's consent.

10.13 Irrigation. Owners shall not install irrigation systems which draw upon ground or
surface waters nor from any stream or other bodies of water within the Properties. However, the

Declarant and the Association shall have the right to draw water from such sources for the purpose
of irrigating the Area of Common Responsibility.
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10.14 Streams. No streams which run across any Lot may be dammed, or the water
therefrom impounded, diverted, or used for any purpose without the prior written consent of the
Board, except that the Declarant shall have such rights as provided in Article 11.

10.15 Wetlands or Marsh Areas. All areas designated on a recorded plat as "wetlands" or
"marsh" shall be generally left in a natural state, and any proposed alteration of the wetlands or
marsh areas must be in accordance with any restrictions or covenants recorded against such
property and be approved by all appropriate regulatory bodies. Prior to any alteration of a Lot, the
Owner shall determine if any portion thereof meets the requirements: for designation as a
regulatory wetland. Notwithstanding anything contained in this Section, the Declarant, the
Association, and the successors, assigns, affiliates and designees of each may conduct such
activities as have been or may be permitted by the U.S. Army Corps of Engineers or any successor
thereof responsible for the regulation of wetlands.

10.16 Temporary Structures. Subject to the Declarant's and Builder/Owner rights reserved
herein, and other than for temporary facilities as might be installed by Declarant or the Association
for purposes of administration of the Properties, no structure of a temporary character, whether
trailer, basement, tent, shack, garage, barn, or other outbuilding shall be permitted, maintained or
used on any Lot at any time as a residence or for any other purpose, either temporarily or
permanently. No garage, servants' quarters, or other permitted accessory structure shall be erected,
placed, or maintained on any Lot until construction of a main Residential Unit has commenced.
Subject to Article 9, any structure on which construction has commenced must be completed
within a reasonable length of time.

10.17 Clotheslines. Garbage Cans, Woodpiles; Etc. All garbage cans, woodpiles, and
other similar items shall be located or screened so as to be concealed from view of neighboring
Lots, Residential Units, streets, Common Area, Additional Property and the Private Amenities. All
rubbish, trash, and garbage shall be regularly removed from the Lot and shall not be allowed to
accumulate thereon. Subject to Declarant's reserved rights, no Lot shall be used or maintained as
a dumping ground for rubbish, trash or garbage. Trash, garbage, or other rubbish shall not be kept
on any Lot, except in sanitary containers constructed of metal, plastic, or masonry materials with
sanitary covers or lids. All such sanitary containers shall be kept in a clean and sanitary condition.
No Lot shall be used for the open storage of any materials whatsoever, which storage is visible
from the street, except that new building materials used in the construction of improvements
erected upon any Lot may be placed upon such Lot at the time construction is commenced and
may be maintained thereon for a reasonable time, so long as the construction progresses without
undue delay, until the completion of the improvements, after which these materials shall either be
removed from the Lot or stored in a suitable enclosure of the Lot. Exterior clotheslines are
expressly prohibited on any Lot.

10.18 Solar Devices. No artificial or manmade device which is designated or used for
collection of or heating by solar energy or other similar purposed shall be placed, allowed, or
maintained upon any portion of the Properties, including upon any Lot or Residential Unit unless
approved in accordance with Article 9.
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10.19 Above-Ground Pools. Above ground swinaming pools shall be strictly prohibited
from the Properties.

10.20 Oil and Mining Operations. No oil drilling or development operation, water wells,
soil refining, quarrying, or mining operations of any kind shall be permitted upon or in any Lot,
nor shall oil wells, tanks, tunnels, mineral excavations, or shafts be permitted upon or in any Lot.
No derrick or other structure designed for use in boring for oil, water, natural gas, or minerals shall
be erected, maintained, or permitted upon any Lot.

ARTICLE 11 EASEMENTS

11.1  Reserved Easements. Declarant hereby reserves the following easements
and rights in respect to the Properties which reservation is in addition to the other easements
reserved in this Declaration: The perpetual, alienable and transferable easement and right reserved
to the benefit of Declarant and its successors and assigns and, subject to regulation by the
Declarant, to the benefit of Builder/Owners, to enter and travel upon, over, and across the Common
Area for the purpose of completion and repair of improvements within the Properties or Additional
Property, including Residential Units and for all reasonable purposes to further assist and enhance
the marketing and sale of the Properties, Lots or Residential Units together with the easement in
and to the Common Area and Lots not conveyed to an Owner for the maintenance of signs, sales
offices, construction offices, business offices, and model Residential Units, together with such
other facilities as in the sole opinion of the Declarant may be reasonably required, convenient or
incidental to the completion, improvement and/or marketing and sale of Lots, Residential Units or
the Additional Property, so long as Declarant or any Builder/Owner owns any Lot or Residential
Unit primarily for the purpose of sale or has the unexpired option to add the Additional Property
or any portion thereof to the Property. Notwithstanding the foregoing reserved easements and
rights, the beneficiaries of any rights or easements hereinabove set forth for purposes of travel,
entry, access, ingress or egress waive all rights of uncontrolled and unlimited travel, entry, access,
ingress or egress across the Common Area and acknowledge and agree that such travel, entry,
access, ingress or egress shall be limited to roads, streets, sidewalks, pathways, parking lots,
walkways and trails located within or upon the Common Area.

11.2  Owner's Right to Ingress, Egress, Use and Support.

(a) Every Owner and the Owner of the Private Amenities (and their business invitees
and licensees) shall have and is hereby granted the right and of ingress and egress over, upon, and
across the Common Area necessary for access to his or her Lot or Private Amenities and shall
furthermore have and is hereby granted the right and easement to lateral support. Such rights shall
be appurtenant to and pass with the title to each Lot or the Private Amenities and shall be subject
to the terms of this Declaration. However, all Owners and all owners of Private Amenities, by
accepting title to Lots or Private Amenities, waive all rights of uncontrolled and unlimited access,
ingress and egress to and from each such Lot or Private Amenities and acknowledge and agree that
such access, ingress and egress shall be limited to roads, streets, sidewalks, walkways, parking lots
and trails located within the Properties from time to time, provided that pedestrian and vehicular
access to and from all Lots and Private Amenities shall be provided at all times.
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(b)  There is reserved unto (i) the Declarant and (ii) the Association, the right and
privilege, but not the obligation to maintain guarded or electronically-monitored gates controlling
vehicular access to and from the Properties, provided, however, that no such guarded or
electronically-monitored gates shall prohibit or unreasonably interfere with the use and enjoyment
of the reserved rights and easements set forth in this Article, and, provided further, that no such
guarded or electronically-monitored gates controlling vehicular access to the Properties shall
impede or otherwise interfere with (i) the rights of the owner of the Private Amenities and their
invitees to gain access to such Property; (ii) Declarant to market, sell and develop the Community,
inclusive of the Additional Property or any portions thereof or; (iii) to the extent determined by
Declarant the right of Builder/Owners to market, sell, and develop Lots within the Properties,
including the Additional Property; provided, however, the rights of the licensees and business
invitees of the owners of the Private Amenities may be subject to the payment of an access fee
levied by the Association at the gate which fee shall be reasonable and shall not exceed a $20.00
per car or vehicle.

11.3 Easement for Additional Property. There is hereby reserved to Declarant, its
successors, assigns and successors-in-title to the Additional Property and all parts thereof for the
benefit of and as an appurtenance to the Additional Property and as a burden upon the Properties,
a perpetual, alienable and transferable right and easement for (i) pedestrian and vehicular ingress,
egress and parking, across, within, and on all roads, sidewalks, trails and parking facilities, from
time to time located within the Common Area (ii) the installation, maintenance, repair,
replacement, connection and use of security systems and utility facilities and distribution lines,
including, without limitation, drainage systems, storm sewers, and electrical, gas, telephone, water,
sewer and master television antennas and/or cable system lines, and (iii) drainage and discharge
of surface water onto and across the Properties, provided that such drainage and discharge shall
not unreasonably interfere with the use and enjoyment of the Lots, the Properties or any
improvements from time to time located thereon.

11.4 Easement for Association. There is hereby reserved for the benefit of the
Association, its officers, agents and employees, including, but not limited to, any manager
employed by the Association and any employees of such manager, a general right and easement
to enter upon any Lot or portion thereof in the performance of its respective duties. Except in the
event of emergencies, this easement is to be exercised only during normal business hours and then,
whenever practical, only upon advance notice and with permission of the Owner, occupant, of the
Lot directly affected thereby.

11.5 Maintenance Easement. Subject to the provisions regarding maintenance set forth -
herein there is hereby reserved for the benefit of the Declarant, the Association, and their respective
agents, employees, successors and assigns, an alienable, transferable and perpetual right and
easement to enter upon any Lot for the purpose of mowing, removing, clearing, cutting or pruning
landscape covering, grass, underbrush, weeds, stumps, or other unsightly growth and removing
trash, so as to maintain the Community-Wide Standard and reasonable standards of health, fire
safety, and aesthetic appearance within the Properties; provided that such easement shall not
impose any duty or obligation upon the Declarant or the Association to perform any such action.
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11.6  Alterations in Boundaries, Additions to Common Area. There is hereby reserved in
Declarant the right to alter, modify and realign the boundaries of the Common Area, any Lots or
Private Amenities, owned by Declarant, including the reahgnment of boundaries between adjacent
Lots owned by Declarant. Any such alteration may be shown on an amendment to the Subdivision
Plat adopted and recorded by Declarant. :

11.7 Easement of Encroachment. If any portion of the improvements constructed on the
Common Area encroaches upon a Lot or any improvement constructed on a Lot encroaches upon
the Common Area as a result of construction, reconstruction, repair, shifting, settlement, or
movement of any portion of the improvements, a valid easement for the encroachment and for the
maintenance of the same shall exist so long as the encroachment exists; provided, however, if any
improvement on a Lot or Common Area is knowingly and willfully constructed, reconstructed, or
repaired so as to encroach, respectively, on the Common Area or a Lot, to an extent greater than
five (5) feet, no such easement shall exist.

11.8 Use of Common Area. Other than for the right of ingress and egress and the normal
intended use as interpreted by the Declarant until expiration of the Development Period and
thereafter as interpreted by the Association, the Owners are hereby prohibited and restricted from
using any of the Common Area except as may be allowed by the Board or as may be expressly
permitted in this Declaration or any amendment or Supplemental Declaration applicable to all or
a portion of the Properties. By way of explanation and not limitation, no planting or gardening
shall be done upon the Common Area without prior approval of the Board, and no fences, hedges,
walls or structures shall be erected or maintained upon the Common Area, except as are installed
or modified by Declarant or as approved by the Board or their designated representatives. Further,
no Owner shall use the house located at 4026 East Beach Drive, Oak Island, North Carolina 28465
except in accordance with rules established by the Board. It is expressly acknowledged and agreed
by all parties concerned that this paragraph is for the mutual benefit of all Owners and is necessary
for the protection of said Owners.

11.9  Acknowledgment of Rights of Use. Each Owner, and each Member of the
Association, by acceptance of a deed or contract for deed to any Lot or Residential Unit is deemed
to accept the Reservation, rights of use, licenses, easements, and permits existing in, through, and
over the Common Area.

11.10 Convevance by Declarant. The Association covenants to accept stormwater
permits, if any, and title to all or portions of the Common Area when offered by the Declarant.

11.11 Construction and Sale Period. Despite any provisions contained in this Declaration
to the contrary, including the Use Restrictions of Article 10, herein, it shall be expressly
permissible for Declarant and its assigns (which may include Builder/Owners as approved by
Declarant) to maintain and carry on upon such portion of the Properties as the Declarant may deem
necessary, including, but not limited to, the Common Area, such facilities and activities as in the
sole opinion of Declarant may be reasonably required, convenient, or incidental to construction
upon or sale and marketing of any of the Properties or Additional Property, including, without
limitation, business offices, signs, model homes, and sales offices, so long as construction on or
offering for sale by Declarant or a Builder/Owner of all or any portion of the Properties or
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Additional Property, including Lots continues. The right to maintain and carry on such facilities
and activities shall include specifically the right to use Lots and Residential Units owned by
Declarant or Builder/Owner as models and sales offices and to authorize sales and construction
personnel to travel upon and enter the Common Area. Furthermore, Declarant Receives the right,
during installation of streets or other facilities, as shown on any Subdivision Plat or plat of any
Phase, to enter onto any Lot or Lots for the purpose of disposing of excavation, if necessary,
provided that such Lot or Lots have not been conveyed to and/or contracted for or by any other
Owner or Owners.

11.12 Easements for Utilities, Etc.

(a) There is hereby Reserved to the Declarant for as long as the Development Period
continues and thereafter to the Association, the power to grant blanket easements, upon, across,
over, and under all of the Properties, including Lots, for ingress, egress, installation, replacing,
repairing, and maintaining master television antenna or cable systems, security, and similar
systems, walkways, and all utilities, including, but not limited to, water, sewers, telephones, gas,
cable television, and electricity; provided this easement shall not authorize entry into or cause
physical damage to any structure as might exist unless owned by Declarant if the Declarant is so
acting or the Association if the Association is so acting. In furtherance of this easement, from and
after such time as the Association is empowered as referred to herein, the Board shall, upon written
request of Declarant, grant such easements as may be reasonably necessary for the development
of any property described in Exhibit "A" or the Additional Property. In addition, Declarant reserves
the easements and rights-of-way as shown on any Subdivision Plat or the plat of any Phase or any
of the Properties, including Lots, for the purpose of constructing, maintaining, and repairing a
system or systems of electric lighting, electric power, telegraph and telephone line or lines, gas,
sewers, or any other utility Declarant determines to install in, across, under the Properties;
provided, however, Declarant Receives the right to relocate, make changes in and additions to the
above easements for the purpose of most efficiently and economically installing the improvements.
To the extent possible, all utility lines and facilities serving the Properties and located therein shall
be located underground. By virtue of any such easement and facilities, it shall be expressly
permissible for the providing utility company or other supplier or servicer, with respect to the
portions of the Properties so encumbered, (i) to erect and maintain pipes, lines, manholes, pumps
and other necessary equipment and facilities, (ii) to cut and remove any trees, bushes or shrubbery
(iii) to grade, excavate, or fill, or (iv) to take any other similar action reasonably necessary to
provide economical and safe installation, maintenance, repair, and use of such utilities and
systems; provided, however, that such utility company or other supplier or servicer shall take
reasonable actions to repair any damages caused by such utility company or other supplier or
servicer during the exercise of any rights conveyed under any easement granted hereunder.

(b)  There is hereby reserved on, over and within the unimproved portions of the Private
Amenities for the benefit of each Lot, the Common Area and the Additional Property, a perpetual,
alienable and transferable non-exclusive right and easement to connect to and otherwise enjoy
utility distribution lines, pipes, wires, conduits and culverts for electrical, gas, telephone, water,
sewer service and drainage as such pipes, wires, conduits and culverts are installed by Declarant;
provided, however, that the scope of such right and easement shall be limited as determined by the
installation and connection thereto of the foregoing by Declarant in the initial development of the
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Property. The easement hereby reserved shall not authonze access or entry onto the Private
Amenities by any Owner, Builder Owner or the Association except as expressly authorized by
Declarant. The purpose of this easement is to provide connectlon and maintenance of the foregoing
utility services if such is provided by Declarant across, over and on any portion of the Private
Amentities.

11.13 Easement for Law Enforcement and Fire Protection. Declarant hereby grants to the
County or such other governmental authority or agency as shall from time to time have jurisdiction
over the Properties with respect to law enforcement and fire protection, the perpetual, alienable
and transferable right and easement upon, over and across all of the Common Area for purposes
of performing such duties and activities related to law enforcement and fire protection in these
Properties as shall be required or appropriate from time to time by such governmental authorities
under applicable law.

11.14 Assignment of Declarant Rights. Declarant may assign its rights as Declarant and
by such assignment create the status of each such assignee as Declarant to all or any portion of the
Properties or Additional Property to any party or parties who take title to all or any portion of the
Properties or Additional Property for the purpose of development and sale. Declarant, however,
unless otherwise specifically assigned, shall, so long as it owns any interest in the Community,
retain its Declarant status to such portion of the Properties retained by it and retain all Class "B"
votes despite any such transfer or assignment.

11.15 Easement Encroachment Respecting the Private Amenities. If any portion of
improvements relating to the Private Amenities encroaches upon a Lot or on the Common Area as
a result of construction, re-construction, repair, shifting, settlement or movement of any portion of
such improvements, a valid perpetual easement for encroachment and for the maintenance of the
same shall exist so long as the encroachment exists; provided, however, no such easement shall
exist to an extent of greater than ten (10) feet except as otherwise expressly set forth herein.
Easement for Walks, Trails, and Perimeter Walls. It is hereby reserved for the benefit of Declarant,
the Association, and their respective successors and assigns, the alienable, transferable and
perpetual right and easement upon, over, and across (i) those strips of land ten (10) feet in width
located along and adjacent to the exterior boundaries of all Lots, such strips to be bounded by the
exterior boundaries adjacent to streets and roads and by lines in the interior of such Lots which are
ten (10) feet from and parallel to such exterior boundaries, for the installation, maintenance, and
use of sidewalks, traffic directional signs, and related improvements, provided that Declarant shall
have no obligation to construct any such improvements. There is further reserved for the benefit
of the Declarant, the Association, and their respective successor and assigns, the alienable,
transferable and perpetual right and easement upon, over, and across those strips of land fifteen
(15) feet in width located along those boundaries of all Lots that constitute part of the perimeter
boundary of the Properties, such easement to be for the purpose of constructing, installing,
replacing, repairing and maintaining a perimeter wall or fence around the perimeter boundary of
the Properties, provided that Declarant nor the Association shall have any obligation to construct
any such perimeter wall. or fence.

11.16 Easements for Lateral Support. Declarant reserves, creates, establishes,
promulgates and declares non-exclusive, perpetual, reciprocal, appurtenant easements over every
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portion of the Common Area, every Lot, and any improvement which contributes to the lateral
support of another portion of the Common Area or of another Lot shall be burdened with an
easement for lateral support, and each shall also have the right to lateral support which shall be
appurtenant to and pass with title to such property. :

11.17 Easement for Special Events. Declarant reserves, creates, establishes, promulgates
and declares for itself, its successors, assigns and designees a perpetual, non-exclusive reciprocal,
appurtenant easement over the Common Area for the purpose of conducting educational, cultural,
entertainment, or sporting events, and other activities of general community interest at such
locations and times as Declarant, in its sole discretion, deems appropriate. Each Owner, by
accepting a deed or other instrument conveying any interest in a Lot, acknowledges and agrees
that the exercise of this easement may result in a temporary increase in traffic, noise, gathering of
crowds, and related inconveniences, and each Owner agrees on behalf of itself and the occupants
of its Lot to take no action, legal or otherwise, which would interfere with the exercise of such
easement or to recover damages for or as the result of any such activities.

11.18 Easement for Park and Walking Trail Access. Except for any Private Amenities,
Declarant hereby grants to the Owners a perpetual, non-exclusive easement over and across any
areas designated as parks, recreation areas, walking trails or paths on any recorded Subdivision
Plat of the Properties. Use of such facilities shall be governed by reasonable rules and regulation
promulgated by the Association.

11.19 Liability for Use of Easements. No Owner shall have a claim or cause of action
against the Declarant, its successors or assigns, arising out of the exercise of any easement reserved
hereunder or shown on any Subdivision Plat for the Properties..

11.20 Easement for Access to Private Amenities. Declarant reserves for itself and grants
to the owner(s) of Private Amenities a perpetual, nonexclusive easement for ingress and egress
and access over the private streets within the Common Area for the purpose of obtaining access to
any Private Amenities for Declarant, its successors, assigns, guests, invitees, employees,
contractors, agents and designees and the owner(s) of Private Amenities, its successors, assigns,
agents, contractors, employees, licensees and invitees.

ARTICLE 12 Mortgagee's Rights

The following provisions are for the benefit of holders, insurers, or guarantors of First
Mortgages in the Community. To the extent applicable, necessary, or proper, the provisions of this
Article apply to both this Declaration and to the By-Laws of the Association. Where indicated,
these provisions apply only to "eligible holders," as hereinafter defined.

12.1  Notice of Action. So long as required by the Federal National Mortgage Association
but only provided that the Community is a planned development approved by or seeking approval
by such Association (and such is approved by the Declarant, in writing) an institutional holder,
insurer, or guarantor or a First Mortgagee who provides a written request to the Association (such
request to state the name and address of such holder, insurer, or guarantor and the unit number),
(therefore becoming an "eligible holder"); will be entitled to timely written notice of:
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(a) any proposed termination of the development;

(b)  any condemnation loss or any casualty loés which affects a material portion of the
Properties or which affects any Lot or Residential Unit on which there is a first mortgage held,
insured, or guaranteed by such eligible holder; 5

(©) any delinquency in the payment of assessments or charges owed by an Owner of a
Lot or Residential Unit subject to the mortgage of such eligible holder, insurer, or guarantor, where

such delinquency has continued for a period of sixty (60) days;

(d) any lapse, cancellation, or material modification of any insurance policy maintained
by the Association:; or

(e) any proposed action which would require the consent of eligible holders, as
required in Sections 12.2 and 12.3 of this Article.

12.2  Other Provisions For First Lien Holders.

(a) Any restoration or repair of the Common Area after a partial condemnation or
damage due to an insurable hazard shall be substantially in accordance with this Declaration and
the original plans and specifications unless approval is obtained of the eligible holders of First
Mortgages to which at least fifty-one (51%) percent of the votes of Lots and Residential Units,
subject to mortgages held by such eligible holders are allocated. Any election to terminate the
development after substantial destruction or a substantial taking in condemnation must require the
approval of the eligible holders of First Mortgages to which at least fifty-one (51%) percent of the '
votes of Lots and Residential Units, subject to Mortgages held by such eligible holders, are
allocated.

12.3  Amendments to Documents. The following provisions do not apply to amendments
to the constituent documents or termination of the development made as a result of destruction,
damage, or condemnation pursuant to (a) and (b) above, or to the addition of land in accordance
with Article 7 which might occur pursuant to any plan of expansion or phased development,
previously approved by the agencies and corporations, to the extent such approval was required
under the applicable programs of the agencies and corporations.

(a) The consent of at least sixty-seven (67%) percent of the Class "A" votes and of the
Declarant, so long as it owns any land subject to this Declaration, and the approval of the eligible
holders of First Mortgages to which at least sixty-seven (67%) percent of the votes of such subject
to a mortgage appertain, shall be required to terminate the development.

(b) So long as required by the Federal National Mortgage Association but only
provided that the Community is a planned development approved or seeking approval by the
Federal National Mortgage Association (and such is approved by the Declarant, in writing) the
consent of at least sixty-seven (67%) percent of the Class "A" votes and of the Declarant, so long
as it owns any land subject to this Declaration, and the approval of eligible holders of First
Mortgages to which at least fifty-one (51%) of the votes of Residential Units and Lots subjectto a
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mortgage appertain, shall be required materially to amena any provisions of the Declaration, By-
Laws, or Articles of Incorporation of the Association, or to add any material provisions thereto,
which establish, provide for, govern or regulate any of the following:

@) voting;

(ii)  assessments, assessment liens, or subordination of such liens;

(iii)  reserves for maintenance, repair, and replacement of the Common Area;
(iv)  insurance or Fidelity Bonds;

(v) rights to use of the Common Area, subject to the allowances herein
contemplated;

(vi)  responsibility for maintenance and repair of the Properties;

(vii) other than as in this Declaration provided, expansion or contraction of the
Properties, or the addition, annexation, or withdrawal of property to or from the regime;

(viii) other than as in this Declaration provided or contemplated, boundaries of
any Lot;

(ix) leasing of Residential Units;

(x)  imposition of any right of first refusal or similar restriction on the right of any
Owner to sell, transfer, or otherwise convey his or her Lot;

(xi)  establishment of self-management by the Association where professional
management has been required by any of the agencies or corporations; or

(xii) any provision included in the Declaration, By-Laws, or Articles of Incorporation
which are for the express benefit of holders, guarantors, or insurers of first mortgages on Lots and
Residential Units.

12.4  Special FHLMC Provision. So long as required by the Federal Home Loan
Mortgage Corporation (the ""Mortgage Corporation"), but only provided that the Community is a
planned development approved by or seeking approval by the Mortgage Corporation (and such is
approved by the Declarant, in writing), the following provisions apply in addition to and not in
lieu of the foregoing. Unless two-thirds (2/3) of the First Mortgagees or Owners give their consent,
the Association shall not:

(2) by act or omission seek to abandon, partition, subdivide, encumber, sell, or transfer
the Common Area which the Association owns, directly or indirectly (the granting of easements
for public utilities or for other public purposes consistent with the intended use of the Common
Area shall not be deemed a transfer within the meaning of this clause);
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(b) change the method of determining the obl1gat10ns assessments, dues or other
charges which may be levied against an Owner; —

(c) by act or omission change, waive, or abandon any scheme of regulations or
enforcement thereof pertaining to the architectural design or the exterior appearance and
maintenance of Lots or Residential Units and of the Common Area;

(d) fail to maintain fire and extended coverage insurance, as required by this
Declaration; or

(e) use hazard insurance proceeds for any Common Area losses for other than the
repair, replacement, or reconstruction of such property.

12.5 Payment of Taxes. First Mortgagees may, jointly or individually, pay taxes or other
charges which are in default, and which may or have become a charge against any Common Area
and may pay overdue premiums on hazard insurance policies or secure new hazard insurance
coverage on the lapse of a policy for such Common Area. First Mortgagees making such payments
shall be owed immediate reimbursement therefor from the Association.

12.6 No Priority. No provision of this Declaration or the By-Laws gives or shall be
construed as giving any Owner or any other party priority over any rights of the First Mortgagee
in the case of a distribution to such Owner of insurance proceeds or condemnation awards for
losses to or a of Common Area.

12.7 Notice of Default. Notwithstanding anything contained herein which might
otherwise be construed to the contrary, a First Mortgagee, upon request, will be entitled to written
notification from the Association of any default in the performance by an Owner of a Lot or
Residential Unit in which such Mortgagee has an interest of any obligation under this Declaration,
the By-Laws, or the Articles of incorporation which is not cured within sixty (60) days.

ARTICLE 13 DECLARANT'S RIGHTS

13.1 Transfer or Assignment. Any or all of the special rights and obligations of the
Declarant set forth in the Governing Documents may be transferred or assigned in whole or in part
to the Association or to other Persons, provided that the transfer shall not reduce an obligation nor
enlarge a right beyond that which the Declarant has under this Declaration or the By-Laws. Upon
any such transfer, the Declarant shall be automatically released from any and all liability arising
with respect to such transferred rights and obligations. No such transfer or assignment shall be
effective unless it is in a written instrument signed by the Declarant and duly recorded in the Public
Records.

13.2 Development and Sales. The Declarant may maintain and carry on upon the
Properties such facilities and activities as, in the sole opinion of the Declarant, may be reasonably
required, convenient, or incidental to the development of the Properties and/or the construction or
sale of Lots, such as sales activities, tournaments, charitable events, and promotional events, and
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restrict Members from using the Common Area during such activities. Such activities shall be
conducted in a manner to minimize (to the extent reasonably possible) any substantial interference
with the Members' use and enjoyment of the Common Area. In the event that any such activity
necessitates exclusion of Owners from Common Areas, such activities shall not exceed seven (7)
consecutive Days. The Declarant has easements over jthe Properties for access, ingress and
conducting such activities. In addition, the Declarant may establish within the Properties, including
any clubhouse, such facilities as, in the sole opinion of the Declarant, may be reasonably required,
convenient, or incidental to the development of the Properties and/or the construction or sale of
the Lots, including, but not limited to, business offices, signs, model Lots, tents, sales offices, sales
centers and related parking facilities. During the Development Period, Owners may be excluded
from use of all or a portion of such facilities in the Declarant's sole discretion. The Declarant shall
have easements over the Properties for access, ingress, and egress and use of such facilities. During
the Development Period, Declarant may permit the use of any facilities situated on the Common
Area by Persons other than Owners without the payment of any use fees.

13.3 Improvements to Properties. The Declarant and its employees, agents and designees
shall have a right and easement over and upon all of the Common Area for the purpose of making,
constructing and installing such improvements to the Common Area as it deems appropriate in its
sole discretion. The Declarant and its employees, agents and designees shall also have a right and
easement over and upon each and every Lot, the boundary line or lines of which form a portion of
the perimeter of the Properties, if deemed appropriate by the Declarant, in its sole discretion.

13.4 Additional Covenants. No Person shall record any declaration of covenants,
conditions and restrictions, declaration of condominium, easements, or similar instrument
affecting any portion of the Properties without Declarant's review and written consent. Any
attempted recordation without such consent shall result in such instrument being void and of no
force and effect unless subsequently approved by written consent signed by the Declarant and
recorded in the Public Records. No such instrument recorded by any Person, other than the
Declarant pursuant to Section 13.6, may conflict with the Declaration, By-Laws or Articles.

13.5 Amendments. Notwithstanding any contrary provision of this Declaration, no
amendment to or modification of any use restrictions and rules or Design Guidelines made after
termination of the Class "B" membership shall be effective during the Development Period without
prior notice to and the written consent of the Declarant. This Article may not be amended without
the written consent of the Declarant. The rights contained in this Article shall terminate upon the
earlier of (a) twenty (20) years from the date this Declaration is recorded, or (b) upon recording by
Declarant of a written statement that all sales activity has ceased.

13.6  Additional Covenants and Easements by Declarant. The Declarant may unilaterally
subject any portion of the Properties to additional covenants and easements, including covenants
obligating the Association to maintain and insure such property on behalf of the Owners and
obligating such Owners to pay the costs incurred by the Association through General or Specific
Assessments. Such additional covenants and easements shall be set forth in a Supplemental
Declaration filed either concurrently with or after the annexation of the subject property, and shall
require the written consent of the owner(s) of such property, if other than the Declarant. Any such
Supplemental Declaration may supplement, create exceptions to, or otherwise modify the terms of
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this Declaration as it applies to the subject property in oéder to reflect the different character and
intended use of such property.

ARTICLE 14 GENERAL Pli{OVISIONS
14.1  Duration.

(a) Unless terminated as provided in this Section, or unless otherwise limited by North
Carolina law, this Declaration shall have perpetual duration. If North Carolina law limits the period
during which covenants may run with the land, then to the extent consistent with such law, this
Declaration shall automatically be extended at the expiration of such period for successive periods
of twenty (20) years each. Notwithstanding the above, if any of the covenants, conditions,
restrictions, or other provisions of this Declaration shall be unlawful, void, or voidable for violation
of the rule against perpetuities, then such provisions shall continue only until twenty-one (21) years
after the death of the last survivor of the now living descendants of Elizabeth II, Queen of England.

(b)  Unless otherwise provided by North Carolina law, this Declaration may be
terminated within the first twenty (20) years after the date of recording by an instrument signed by
Owners of at least ninety percent (90%) of the total Lots within the Properties, which instrument
is recorded in the Public Records, provided, however, regardless of the provisions of North
Carolina law, this Declaration may not be terminated during the Development Period without the
prior written consent of the Declarant. After twenty (20) years from the date of recording, this
Declaration may be terminated only by an instrument signed by Owners owning at least fifty-one
percent (51%) of the Lots and constituting at least fifty-one percent (51%) of the total number of
Owners, and by the Declarant, if the Declarant owns any portion of the Properties, which
instrument complies with applicable law and is recorded in the Public Records.

(©) Nothing in this Section shall be construed to permit termination of any easement
created in this Declaration without the consent of the holder of such easement.

142  Amendment.

(a) By Declarant. Until termination of the Class "B" membership, Declarant may
unilaterally amend this Declaration for any purpose. Thereafter, the Declarant, during the
Development Period, may unilaterally amend this Declaration at any time and from time to time
if such amendment is necessary (i) to bring any provision into compliance with any applicable
governmental statute, rule, regulation, or judicial determination; (ii) to enable any reputable title
insurance company to issue title insurance coverage on the Lots; (iii) to enable any institutional or
governmental lender, purchaser, insurer or guarantor of Mortgage loans, including, for example,
the Department of Veteran Affairs, the Federal Housing Administration, the Federal National
Mortgage Association or the Mortgage Corporation, to make, purchase, insure or guarantee
Mortgage loans on the Lots; or (iv) to satisfy the requirements of any local, state or federal
governmental agency. However, any such amendment shall not adversely affect the title to any
Lot unless the Owner shall consent in writing. In addition, during the Development Period,

- Declarant may unilaterally amend this Declaration for any other purpose, provided the amendment
has no material adverse effect upon any right of any Owner.
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(b) By the Board. The Board shall be authorized to amend this Declaration without the
consent of the Members to correct scriveners' errors and other mistakes of fact, provided that
amendments under this provision have no material adverse effect on the rights of the Owners.
During the Development Period, any such amendment shall require the written consent of the
Declarant.

(c) By Members. Except as otherwise specifically provided above and elsewhere in
this Declaration, this Declaration may be amended only by the vote or written consent, or any
combination thereof, of Members holding sixty-seven percent (67%) of the total Class "A" votes
in the Association, including sixty-seven percent (67%) of the Class "A" votes held by Members
other than the Declarant, and, during the Development Period, the written consent of the Declarant.
Notwithstanding the above, the percentage of votes necessary to amend a specific clause shall not
be less than the prescribed percentage of affirmative votes required for action to be taken under
that clause.

(d) Validity and Effective Date. Any amendment to the Declaration shall become
effective upon recording in the Public Records, unless a later effective date is specified in the
amendment. Any procedural challenge to an amendment must be made within six (6) months of
its recordation or such amendment shall be presumed to have been validly adopted. In no event
shall a change of conditions or circumstances operate to amend any provisions of this Declaration.
No amendment may remove, revoke, or modify any right or privilege of the Declarant or the Class
"B" Member without the written consent of the Declarant, the Class "B" Member, or the assignee
of such right or privilege.

If an Owner consents to any amendment to this Declaration or the By-Laws, it will be
conclusively presumed that such Owner has the authority to consent, and no contrary provision in
any Mortgage or contract between the Owner and a third party will affect the validity of such
amendment.

14.3  Severability. Invalidation of my provision of this Declaration, in whole or in part,
or any application of a provision of this Declaration by judgment or court order shall in no way
affect other provisions or applications.

14.4  Dispute Resolution. It is the intent of the Association and the Declarant to
encourage the amicable resolution of disputes involving the Properties and to avoid the emotional
and financial costs of litigation when possible. The Association, the Declarant and each Owner
may request that any claim, grievances or disputes involving the Properties, including, without
limitation, claims, grievances or disputes arising out of or relating to the interpretation, application
or enforcement of the Governing Documents through mediation in accordance with N.C. Gen.
Stat. § 7A-38.3F. Participation in alternative dispute resolution procedures shall be voluntary and
confidential. Should either party conclude that such discussions have become unproductive or
unwarranted, then the parties may proceed with litigation.

14.5 Non-Merger. Notwithstanding the fact that Declarant is the current owner of the
Properties, it is the express intention of Declarant that the easements established in the Declaration
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for the benefit of the Properties and Owners shall not merge into the fee simple estate of individual
lots conveyed by Declarant or its successors, but that the estates of the Declarant and individual
Lot Owners shall remain as separate and distinct estates. Any conveyance of all or a portion of the
Properties shall be subject to the terms and provisions of this Declaration, regardless of whether
the instrument of conveyance refers to this Declaration.

14.6  Grants. The parties hereby declare that this Declaration, and-the easements created
herein shall be and constitute covenants running with the fee simple estate of the Properties. The
grants of easements in this Declaration are independent of any covenants and contractual
agreements undertaken by the parties in this Declaration and a breach by either party of any such
covenants or contractual agreements shall not cause or result in a forfeiture or reversion of the
easements granted in this Declaration.

14.7  Cumulative Effect; Conflict. The provisions of this Declaration shall be cumulative
with any additional covenants, restrictions, and declarations, and the Association may but shall not
be required to, enforce such additional covenants, conditions, and provisions; provided however,
in the event of a conflict between or among this Declaration and such covenants or restrictions,
and/or the provisions of any articles of incorporation, by-laws, rules and regulations, policies, or
practices adopted or carried out pursuant thereto, this Declaration, the By-Laws, Articles, and use
restrictions and rules of the Association shall prevail. The foregoing priorities shall apply, but not
be limited to, the lien for assessments created in favor of the Association. Nothing in this Section
shall preclude any Supplemental Declaration or other recorded declaration, covenants and
restrictions applicable to any portion of the Properties from containing additional restrictions or
provisions which are more restrictive than the provisions of this Declaration, and the Association
shall have the standing and authority to enforce the same.

14.8  Use of Protected Words "The Bluffs on the Cape Fear". No Person shall use the
words "The Bluffs on the Cape Fear" or any derivative in any printed or promotional material
without the Declarant's prior written consent. However, Owners may use the words "The Bluffs
on the Cape Fear" in printed or promotional matter where such terms are used solely to specify
that particular property is located within The Bluffs on the Cape Fear and the Association shall be
entitled to use the words "The Bluffs on the Cape Fear" in its name.

14.9 Compliance. Every Owner and occupant of any Lot shall comply with the
Governing Documents. Failure to comply shall be grounds for an action by the Association or by
any aggrieved Owner(s) to recover sums due, for damages or injunctive relief, or for any other
remedy available at law or in equity, in addition to those enforcement powers granted to the
Association in this Declaration.

14.10 Notice of Sale or Transfer of Title. Any Owner desiring to sell or otherwise transfer
title to a Lot shall give the Board at least seven (7) Days' prior written notice of the name and
address of the purchaser or transferee, the date of such transfer of title. The transferor shall continue
to be jointly and severally responsible with the transferee and for all obligations of the Owner of
the Lot, including assessment obligations, until the date upon which such notice is received by the
Board, notwithstanding the transfer of title.
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14.11 Variances and Waiver of Restrictions. So long as permitted by North Carolina law
and so long as Declarant owns any Lot or interest in property subjected to this Declaration,
Declarant may waive or otherwise allow and authorize variances from the terms and restrictions
hereof or the terms and restrictions of any Supplemental Declara‘uon as might hereafter be relevant
to the Property or any part thereof. :

14.12 Merger and Subdivision of Lots. Upon application in writing by an Owner of
adjoining Lots, the Declarant and, upon assignment of such right, the Board of Directors, may
authorize the merger of adjoining Lots or the subdivision of a Lot, subject to the consent of such
Mortgagees as may have an interest in the affected Lot. Such merger or subdivision shall be in
conformance within the provisions of any Supplemental Declaration that may be applicable to
such Lots, including provisions which may further regulate merger or subdivision and use
provisions regulating use of Lots. Such plats and plans as may be necessary to show the merged
or subdivided Lots shall be thereafter prepared at the expense of the requesting Owner, who shall
additionally be responsible for all costs, including legal fees, associated with the merger or
subdivision of such Lots. The Declarant (or Board of Directors, as the case may be) may impose
conditions for use of the merged or subdivided Lot as a condition precedent to granting approval
for such a merger or subdivision. From and after the time a merger or subdivision of Lots is
approved, such resulting Lots shall, for all purposes, be considered Lots in accordance with their
new boundaries.

14.13 Reservation From Lot Conveyance. It is expressly agreed and understood that the
title conveyed by Declarant to any Lot, Common Area or other parcel of land within the Properties
by contract, deed, or other conveyance shall be subject to any easement affecting same for
roadways or drainage, access, ingress, egress, water, gas, sewer, storm sewer, electric light, electric
power, telegraph, telephone, or cable television purposes and shall convey no interest in any pipes,
lines, poles, or conduits, or in any utility facility or appurtenances thereto, constructed by or under
authority of Declarant or any easement owner, or their agents through, along, or upon the premises
affected thereby to serve said land or any other portion of the Properties, and where not affected,
the right to maintain, repair, sell, or lease such appurtenances to any municipality or other
governmental agency or to any public service corporation or to any other party is hereby expressly
reserved.

14.14 Incorporation by Reference. All dedications, limitations, restrictions, and
reservations shown on any recorded Subdivision Plat of the Community as recorded by the
Declarant or any recorded plat of a Phase as recorded by Declarant are incorporated herein and
made a part hereof as if fully set forth herein and shall be construed as being adopted in each and
every contract, deed, or conveyance executed or to be executed by or on behalf of Declarant and,
thereafter, each successive Owner, conveying any of the Properties, whether specifically referred
to therein or not.

14.16 Interpretation. In all cases, the provisions set forth and provided for in this
Declaration shall be construed together and given that interpretation or construction which, in the
opinion of the Class "B" member, if such membership exists, or directors of the Association if the
Class "B" member is terminated, will best affect the intent of the general plan of the Properties.
The provisions hereof shall be liberally interpreted and, if necessary, they shall be so extended or
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enlarged by implication as to make them fully effective. T“he effective date of this Declaration shall
be the date of its filing for record in the records of the Ofﬁce of the Register of Deeds of Brunswick
County, North Carolina. :

14.17 Captions. The captions of each Article and section hereof as to the contents of each
Article and section are inserted only for convenience and are in no way to be constructed as
defining, limiting, extending or otherwise modifying or adding to the particular Article or Section
to which they refer.

14.18 Gender and Grammar. The singular wherever used herein shall be construed to
mean the plural when applicable, and the use of the masculine pronoun shall include the neuter
and feminine.

ARTICLE 15 CONDEMNATION

Whenever all or any part of the Common Area shall be taken (or conveyed in lieu of and
under threat of condemnation) by any authority having the power of condemnation or eminent
domain, the award made for such taking shall be payable to the Association, as Trustee for all
Owners, to be disbursed as follows:

If the taking involves a portion of the Common Area on which improvements have been
constructed, then, unless within sixty (60) days after such taking the Declarant, for so long as
Declarant owns a Lot for the primary purpose of sale or has the unexpired option to add the
Additional Property or portion or portions thereof to the Properties, and at least seventy-five (75%)
percent of the Class "A" members of the Association shall otherwise agree, the Association shall
restore or replace such improvements so taken on the remaining land included in the Common
Area, to the extent lands are available therefore, in accordance with plans approved by the Board
of Directors of the Association. If such improvements are to be repaired or restored, the above
provisions in Article 6 hereof regarding the disbursement of funds in respect to casualty damage
or destruction which is to be repaired shall apply. If the taking does not involve any improvements
on the Common Area, or if there is a decision made not to repair or restore, or if there are net funds
remaining after any such restoration or replacement is completed, then such award of funds or
remaining net funds shall be disbursed to the Association and used for such purposes as the Board
of Directors of the Association shall determine.

If the taking or conveyance in lieu thereof includes all or any portion of a Lot or Private
Amenities and also includes any part of the Common Area, then a Court of competent jurisdiction
shall apportion such award or proceeds and such award or proceeds shall be disbursed to the
Association and the Owner so affected so as to give just compensation to the Owners of any Lot;
providing, however, such apportionment may instead be resolved by the agreement of (i) the Board
of Directors, (ii) the Owners of all Lots, wholly or partially taken or sold, together with the
Mortgagees for each such Lot, and (iii) Declarant, for so long as Declarant owns a Lot for the
primary purpose of sale or has the unexpired portion to add the Additional Property or any portion
or portions thereof to the Development.
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In the event that all or any part of a Lot is taken (or conveyed in lieu of and under threat of
condemnation) by any authority having the power of condemnation or eminent domain, and in
further event that the Owner of such Lot responsible for the maintenance and repair of such Lot as
the case may be, elects not to restore the remainder then such Owner making such election shall
promptly clear away any remaining improvements damaged or destroyed by such taking or
conveyance and shall leave such Lot and any remaining undamaged improvements thereon in a
clean, orderly, safe, and sightly condition. In addition, if the size or configuration of such Lot
remaining after such taking or conveyance is insufficient to permit the restoration of the remaining
improvements thereon or therein to their condition prior to such taking or conveyance in
compliance with all applicable standards, restrictions and provisions of this Declaration and all
applicable zoning, subdivision, building, and other governmental regulations, then such Owner
shall have the option, after clearing away all remaining improvements or portions thereof and
placing the remainder in a clean, orderly, safe, and sightly condition referred to above, of deeding
their remaining portion of the Lot as part of the Common Area, and thereafter any such Owner
shall not have any further voting rights or membership rights or privileges in the Association or
with respect to the Properties and shall not be subject to any further assessments imposed by the
Association and payable after the date of such conveyance. Further, in the event that any part of a
Lot is taken (or in lieu of and under threat of condemnation) by any authority having the power of
condemnation or eminent domain, and if the Owner of such Lot responsible for the maintenance
and repair of such, as the case may be, elects to restore the remainder of the Lot, such Owner
making such election shall restore such remainder of such Lot as nearly as practicable to the same
condition it was in prior to such taking or conveyance and in accordance with all applicable
standards, restrictions, and provisions of this Declaration, including Article 9 hereof, and all
applicable zoning, subdivision, building and other governmental regulations. All such work or
restoration shall be commenced promptly following such taking or conveyance and shall be carried
through diligently to conclusion within a reasonable time.

ARTICLE 16 LICENSE AGREEMENT

16.1 Purpose of License Agreement. The License Agreement grants permission for
vehicular and utility access to the Properties over the water line right of way of the Lower Cape
Fear Water and Sewer Authority (the "Authority"), a body politic and corporate of the State of
North Carolina. The License Agreement establishes the terms and conditions upon which such
permission is granted and places certain obligations on the Declarant, the Association and the
Members, including but not limited to, financial obligations, duties to maintain and repair, and to
maintain liability insurance with the Authority named as an additional insured.

16.2 Incorporation by Reference and Binding Effect. The provisions of the License
Agreement are incorporated herein by reference as if fully set forth herein. Each Member, in
addition to the Declarant and the Association, is obligated to comply with the terms of the License
Agreement and any violation of the its terms by any Member, the Member's guests, agents or
employees, shall be deemed a violation of the License Agreement by the Association.

16.3 Area of Common Responsibility. Notwithstanding anything contained in this
Declaration to the contrary, the Project Facilities (as defined in the License Agreement) shall be
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deemed Areas of Common Responsibility which the Association is obligated to operate and
maintain in good order and repair.

16.4 Assessments. Notwithstanding anything contained in this Declaration to the
contrary, General, Special and Specific Assessments may be levied and collected by the
Association to pay any financial obligation of the Association arising under the License
Agreement. In addition to the assessments provided for hereinabove, upon each closing of the
purchase of a Lot, including the purchase of a Lot from Declarant and from an Owner in a resale
transaction, there shall be collected from the Lot purchaser and paid to the Association a one-time,
capital contribution in the amount of $1,000.00, which amount may be increased, decreased or not
assessed from time to time by Declarant in its sole discretion. The capital contributions shall be
segregated from the other funds of the Association into a separate reserve account to be used solely
to satisfy the obligations of Declarant and the Association under the License Agreement.

16.5 Enforcement. The Association shall have against a Member for violation of the
terms of the License Agreement all rights and remedies (i) available at law or in equity or (ii)
contained in this Declaration.

ARTICLE 17 STORMWATER PERMIT COMPLIANCE

17.1 The following covenants are intended to ensure ongoing compliance with State
Stormwater Management Permit Numbers SW8 071021 (Phase 1A), SW8 060152 (Phase 1 B),
SWO0 080130 (Phase 2), SW8 080315 (Phase 2A), SW8 080911 (Phase 3), SW8 090314 (Phase
4), and SW8 0190802 as issued by the Division of Energy, Mineral and Land Resources or the
Division of Water Quality (by either name, the “Division”) under NCAC 2H. 1000.

17.2. The State of North Carolina is made a beneficiary of these covenants to the extent
necessary to maintain compliance with the Stormwater Management Permit.

17.3  These covenants are to run with the land and be binding on all persons and parties
claiming under them.

17.4  The covenants pertaining to stormwater may not be altered or rescinded without the
express written consent of the Division.

17.5  Alteration of the drainage as shown on the approved plans may not take place
without the concurrence of the Division.

17.6  The maximum built upon area per lot is as follows:

For Lots in Phase 1A: 7,000 square feet
For Lots in Phase 1B: 6,000 square feet
For Lots in Phase 2:
Lots 700-710, 721-723, 736-769 4,500 square feet
Lots 185-202 7,000 square feet
For Lots in Phase 2A:
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Lots 711-720, 724-735 4,500 square feet
Lots 203-2335, 248-332, 621-629 7,000 square feet
For Lots in Phase 3: 8,000 square feet
For Lots in Phase 4: 7,500 square feet
For Lots in Phase 5: 7,500 square feet
For Lots in Phase 6: 6,775 square feet

17.7 The allotted amount includes any built-upon area constructed within the lot
property boundaries, and that portion of the right-of-way between the front lot line and the edge
of the pavement. Built upon area includes, but is not limited to, structures, asphalt, concrete,
gravel, brick, stone, slate, coquina, and parking areas, but does not include raised, open wood
decking, or the water surface of swimming pools.

17.8 Built-upon area in excess of the permitted amount will require a permit
modification to ensure compliance with the permit and stormwater rules.

17.9 Filling in, piping or altering any vegetated conveyances (ditches, swales, etc.)
associated with the development, except for average driveway crossings, is prohibited by any
persons.

17.10 Filling in, piping or altering any designated curb outlet swale or vegetated area
associated with the development is prohibited by any persons.

17.11 A 30-foot wide vegetative setback must be provided and maintained adjacent to all
surface waters, measured horizontally from the normal pool elevation of impounded structures,
from the top of bank of each side of streams or rivers, and from the mean high waterline of tidal
waters, perpendicular to the shoreline.

17.12  All roof drains shall be released as dispersed flow no closer than at the edge of the
30-foot vegetated setback. Atno time shall stormwater runoff be piped into or through the setback.

17.13 Each designated curb outlet must convey stormwater runoff to a vegetated
conveyance or vegetated area as shown on the approved plans and must be maintained at a
minimum of 100’ long, 3:1 (H:V) side slopes or flatter, a minimum bottom width of 2 feet; have a
total longitudinal slope no steeper than 5%, carry the peak flow from the 10-year storm at a non-
erosive velocity, and dense vegetated cover, and be located in either a dedicated common area or
a recorded drainage easement.

17.14 Within the drainage areas of the ponds, all runoff from the built-upon areas on the
lot must drain into the permitted system. This may be accomplished through providing roof drain
gutters, which drain to the pond or street, grading the lot to drain toward the street or directly into
the pond, or grading perimeter swales and directing them into the pond or street.

17.15 Any individual or entity found to be in noncompliance with the provisions of a
stormwater management permit or the requirements of the Stormwater Rules is subject to
enforcement procedures as set forth in NCGS Chapter 143, Article 21.
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IN WITNESSED WHEREOF, the undersigned eclarant has executed this Declaration

this 3% day of March, 2024.

STATE OF NORTH CAROLINA

COUNTY OF NEW HANOVER

DECLARANT:

BBTB REAL PROPERTIES NC LLC,
A North Ca ia I iteabili.‘ company

ny. | YL

Name: Do 1§§s S. Talbot
Title: Manager

I certify that the following person(s) personally appeared before me this day, each
acknowledging to me that her or she voluntarily signed the foregoing document for the purpose
stated therein and in the capacity indicated: Douglass S. Talbot, Manager of BBTB Real Properties

NCLLC.

Today’s Date: March Eg ,2024
t

David G. Martin
NOTARY PUBLIC
New Hanover County
North Carofina
My Commission Expires February 47,2025

[Affix Notary Seal in Space Above]

#359469.5

S ;

[Notary’s signature as name appears on seal]

b &. And

[Notary’s printed name as name appears on seal]

My commission expires: L ; / 3/’);5
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EXHIBIT “A” |

Legal Descriptiofl
(below)
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Phases 1A and 1B:

BEING 31l of that property lying and being in Brenswick Coonty, North Caroling snd more
particularly described ax foliows: - _ , A

COMMENCING at a PE Nail found in the centerline of Dogwood Road (SR, 1428) where it is
intersected with the Seaboard Coastline Railroad; wns thence North 207 43'33" East 386.98 feet
tor an iron rod found; nms thence North 25° 54 56" East 437001 feet 10 3 concréte monument,
the place and point of BEGINNING: rans thence from said beginning point Noeth 497 22°.007
West 3242 12 feet 1o 8 concrsie monument; rans thence North 00° 05° 51" Bast 790.83 feettw a
railroad iron; rans thence North 01° 04 50" Fast 150.27 feet o an fron woxl; runs thence Noth
1% 05" 45" East 285.28 feef to an jron rod; runs thencs North 01° 06" 22" East 27.06 feet to a
poing rums thenee North 507 17° 30" East 118.31 feet to a point; rans thence North 647 40° 25"
East 96.70 feel 1o « point; rans thence North 22° 33° 37" Bast 184,51 feet to & point; rans thence
North 57° 53 17" Bast 143.48 foet to a point; runs thence North 62° 36° 06" Exst 101.57 feerto a
poing; runs thence North 89° 00" 32" Bast 86.67 feet 1o 2 point; runs thence South £8° 13" 407
East 119.32 feet to a point; runs thence South 71° 47° 56" East 122.38 feat 10 & point; runs thence
South 67° 31" 44" East 175,58 feet to a point; runs thence South 76° 52' 48" Bast 231,37 feel wo &
point; runs thence South 63° 43" 45" Bast 318.71 fect to a point: runs thenoe North 817 34" 35¢
East 131.52 feet to 2 point; rans thence Morth 35° 30' 38™ East 135.38 fect 1o a point; runs thence
North T7° 58" 539" East 126,62 feet to 2 poinn; runs thence North 61° 22' 00" East 197.06 feet w a
poing runs thenoe North 70° 207 20" East 104.85 feet to & point; runs thence Soath 77° 30" 43
East 10832 feet 1o a point; cuns thence North 43° 30 247 East 150.42 feet to 2 point; runs thenoe
North 29° 16" 18" East 102.25 feet to & point; runs (hence North 67° 047 19" East 68.16 feet 1o a
point; runs thence Nowth §3° 27 25™ East 197.15 fect (o a point; rues thence North 50° 59 18"
Eust 131.95 feet fo a point; runs thence North 56° 53 14" East 184.89 feet to a point; runs thenpe
South 83 11" 02" East 200,89 feet 1o 2 point; rons thence South 41° 31" 44" Bast 200.8% et to 2
puint; runs thence South 03° 42 17" Bast 171.79 feet 10 a point; runs thence South 19° 400 207
West [33.37 feet to 2 poing mns thence South 04° 02' 25" Bast 164,18 feet to a poing mns
ihence Sowth 15° 13' 30" East 7709 feet 1o & point; runs thence South 60° 17 57" Bast 139,27
feet to & point; rons thence South 40° 17° 07" Fast 115.11 feet 1o a point; runs thence South 35°
26 25" East 56.67 foet to a point; rens thence South 33° 15 28" East 77.51 feet to 4 point; runs
thence South 43° 12 19" East 82,13 feet to 2 point; runs thence South 207 427 56” East 25.23 foat
toa point; runs thence South 59° 22° 16” East 70,10 feet to a point: runs thence South 78° 45 22°
Eagt 51.70 feet (o a point; runs thence South 55° 47' 30" East 17.42 feet 1o a point; mns thence
Seuth 38° 05 56™ Bast 57.68 feet 10 a poini; runs thence South 66° 39” 29° East 52,05 feet to a
puini; tuns thence South 24° 07° 29" West 1261.86 feet to 2 conerete monument runs thenee
Soul Z3% 400 14" West 197403 feet to a concrete monument, the place and point of
BEGINNING, containing 211.21 actes, more o less, all a5 shown on that centain survey entitled
;’é?gayg Bluffs on the Cape Fear," prepared by Cape Fear Enginearing, Inc. snd dated February 27,

Urantor reserves an access essement over a portion of the sbove deseribed propery being the
private roads and ways shown on the plan entitied “The Bluffs on the Cape Fesr” preparcd by
Cape Fear Enginesring, Ine. dated 10/01/05 s the same may be smended from fme to lime, 28
well as the right 1o te into all uiilities, ineluding, but not Hmited 1o, waler, seweér electrical,
cable TV and gas, at 2 point near or adjacent 1o the end of Red Raspherry Road bétween Lots
32 and 33 as shown thereon.

Lots 622-629:
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That certain fract or parcel of land lying and being situate in Northwest Township, Brunswick
Lounty, North Carolina and being more particularly deseribed as follows:

Cornmencing at an iron pipe found on the southern sight of way Ine of HMallmark Road at the
common comer of the Jabe Five Properties Limited tract as shown on a plat entitled “Revised Final
Plat of The Bluffs On The Cape Fear » Lots 621-629" recorded in Map Cabinet 42, page 66 of the
Brunswick County Register of Deeds; thence with said right of way, North 88°21'57" West a
distance of 172.76 Jeet to an iron rod found; thence leaving said right of way, North 88%21°57" Wast
a distanee of 25.24 feet to an iron pipe found, said iron pipe being the true Paint of Beginning.

Thence from the Point of Beginning North 88°21'$7° West, a distance of 198.00 feet to an iron
stake; thence North D1°3503™ East, a distance of 635.19 feet to an iron stake on the high water line
of the Cape Fear River: thence with said high water line, North 75°22°23" Easi, a distance of 18.28
feet 10 a point; thence North 7795231 East, a distance of 39.97 feet to a point; thence North
THTAY'53" Basy, a distance of 24,83 feet 1o 2 point: thence North 73504727 Fast, a distance of 54.04
feet to a point; thenee South 0320151 West, a distance of 12.61 fiet 1o 3 point: thence South
O7°3¥33" East, a distance of 14.88 feet to a point: thence North 32°30'45" Easi, a distance of 25,28
feul 1o a point; thence North 79°53'53% East, g distance of 12,28 feet to a point; thepce South
T7759'43" East, adistance of 15,69 fect to 2 point; thence North §1941439" East, a distance of 14,50
feet to a point; thence Morth 78°35'54" East, a distance of 8.57 fect 1o & poit; thence Nerth
S9°5T'50" East, a distance of 2.03 feet to a point; thence leaving said high water line, South
DI°38'03" West, a distance of 674,37 feet to the Point of Beginning, containing 2,99 seres, more of
less as shown on a plat prepared by MeKim & Creed, PA. entitled “Boundary Plat of Casl Marshbwum
Tract for River Bluff Holdings 11, LLC” and dated September 10, 2008,

The same {urther being or intended to be all of that property deseribed in a Deed recorded in Book
2031, Page 254, Brunswick County Registry,

Phases 2A, 2B, 3, 4A, 4B and future phases:

Tract 1: BEING all of TRACT 3, conlaining approsimately 304.37 acres aveording toa
map for RIVER BLUFF HOLDINGS 1, L.LC prepared by Cape Fear Engineering, Inc.
dated October 6, 2006 and recorded in Map Cabinet 36, page 120, Brunswick County
Registry, reference to which map is hereby made for 2 more partieular description, and
further being a portion of the property described in insirument recorded in Book 2095,
page 667, Brunswick County Regisiry.

Tract 3: BEING all of that tract or parcel of land containing 15,625 acres, more or less,
as shown an that plat entitled "Map for River Bluff Holdings 11, LLC, Part of DB 2032,
PG. 851," dated September 12, 2006, prepared by Cape Fear Bnginecring, Ine. and
recorded in Map Cabinet 36, page 29, Brunswick County Registry, and further being a
portion of the property described in instrument recorded in Book 2032, page 851,
Brunswick County Registry.,

Phases 2A, 2B, 3, 4A, 4B and future phases continued (part of Sneeden Tract):
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Tiat cenmin et of bod being in Sorthwess Tossship, Eﬁkﬁ-'ﬁki County, Morik
Caroling, suid act being & portion of the wast described in Book 2032, page B51 ottee
Birunsaick Coursy Regssier of Doeds s Teiny more ;lmzaﬂfdwm’@i% followa:

Cppaneneing ot zn iran stake Found on The soallvwesiem most corner of Tragt 2 o
shiws on 2 plat entitted *}Jap Tor River Bh¥ Holdings IE, FEC Partaf DB 2032 PG
£51" reconded i Map © [ 51, pope 25 of the Bromweick Counly Repisiry, South
GERZED" Bast o distae n;xrim P feet b2 an inoa nod Townd ot the coenrnoa vorner af
Tract T sl Trat 2 gs shewn oo said plet, said rod being the ruz Pedad of Beginning,

Thenss fom the Point of Bepinning, Nocth 3073555° Eag, adistance of 1835653 feet
3 & ge0ii on the high water ling of the Cape Frae River; thenge with the hiph ws line
it the Cape Feor Biver, Soulk TEARDE" Basd, o divkance of 2383% {61, thioes Bouth
4TTIEED® Eam, a distanes of 3978 et theoce Sowth 55°27317 Eas, & dastance af
10542 foet; Gnoe Bowth 49700137 East, a distance of 123,58 feef; chence South
?59“1}{}’(15‘ Eist, & destance of 11753 feris thente South A0408048° Eask, a distaes ol
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38, T feup lh:m Sewvitny Y high water lipe ol thee Cape Fear River, South 137264F
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prepuired by Mebim & Crend, P4, entitled " Boundary Survey of 52.98 Ase: Snscden
Tragt™ amd dated Juky 19, 2007,
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sesarded in Heok 20372, fage 851, Brangwick Cruaty Regsstay.
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EXHIBIT "B"

LEGAL DESCRIPTION FOR RIVER BLUFF POINT
ADDITIONAL PROPERTY

BEING all of that property lying and being in Brunswick County, North Carolina and more
particularly described as all of that property which was conveyed pursuant to deed recorded in

Book 2095, page 667, Brunswick County Registry, less and except that property described in
Exhibit A above.

(484338.DGM.19011.T22662
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g LICENSE AGREEMENT | g

\\ RECH____CKAMT _ Cx8_
o hec)

E: THIS LICENSE AGREEMENT, made the 13th day of February, 2006, by
: and between the LOWER CAPE FEAR WATER AND SEWER AUTHORITY, a .
body politic and corporate of the State of North Carolina (the "Authority”), RIVER g
BLUFF HOLDINGS Il LLC, a North Carolina limited liability company (the
“Developer”) and THE BLUFFS ON THE CAPE FEAR PROPERTY OWNERS
ASSOCIATION, INC., a No?h Carolina non-profit corporation (the "Association™);

1 RECITALS:

The Autherity is a public instrumentality organized under the provisions of i 3
the North Carolina Water and Sewer Authorities Act to, among other things, ' ! \
perform the essential governmental function of providing a source of water (o the ¢
& citizens of its service area consisting of Bladen, Brunswick, Columbus, New
Hanover and Pender Counties, North Caralina. ) b

The Authority owns and operates a 45 mitlion galion per day raw water

g system consisting of an intake and pumping station located on the Cape Fear

EY River above U.S. Lock and Dam #1 in Bladen County, a 3 million galion reservoir
H located near the community of Malmo in Brunswick County and approximately
twenty four miles of 48 inch diameter transmission main running through Bladen,
" Columbus, Brunswick and New Hanover Counties.

STy, ¢

s

The Authorily, through its facilities, meets a majority cf the raw water
needs of the City of Wilmington, Brunswick County and certain industries located
5 on U.S. Highway 421 in New Hanover County.

Fpery IR

Nt

The City of Wilmington and Brunswick County treat the raw water supplied
b by the Authority for distribution to their respective citizens.

The Authority is a party to contracls pursuant to which it agrees (ito meet
the raw water needs of its customers and (ijthrough planning and good business

A e = v

(AR

AFTER RECORDING RETURN TO: Hogue Hill Jewar Nagh § Lyneh, LLP
P. 0. Drawer 2178
Wilmington, NC 28402

——

FCORD OF POOR QUALITY
DU% TO CONDITION OF ORIGINAL

oLt

e e ey,

81



NI BOOK:5147 PAGE:88
I| I " I I| | | |I | | I | I | | I " Brenda M. Clemmons . Brunswick County. NC Register of Deeds

2y RS K A

SNy

S
ALSNYS

P L)

ST

RS,

Inst # 331216 Book 2392Page: 694
Inst ¥ 327427 Book 2379Page: [1168

practices, to at all times make improvements and enlargements to its water
system to be able to meet those needs.

The Developer owns approximately §85 acres of land in Brunswick
County, NC, more particularly described in deeds recorded in Book 2095, Page
667, and Book 2032, Page 851, Brunswick County Registry, which Developer is
developing into a residential subdivision consisting of single family lots, amenities
and other common elements (hereinalter the “Property").

The Ceveloper has formed the Association to protect the value and
desirability of the Property and all owners of lots within the Property will be
members of the Association (the “Members”).

A portion of the Authority's 48 inch diameter transmission main is located.
within a 75’ right of way owned by the Authority running from State Road #1428 i

(known as Dagwood Circle) approximately 4,741 feet to the southern boundary- |
line of the Property and continuing on across the Property for another 732 feet !
(hereinafter the “Right of Way"). !

The centerline of the Authority's 48 inch diameter transmission main is
located generally fifteen (15) feet from the eastern boundary line of the Right of
Way and the Authority intends in the future to install additional pipelines and
facilities at other locations in the Right of Way.

Developer and the Association (the Developer and the Association
hareinafter collectively referred lo as the “Licensee") have raquested that the
Authority allow Developer to construct within the Right of Way an access road
{the "Read"), a 10 inch water line, a six-inch sewer line, plus electric, cable TV ;
and telephone lines (collectively hereinafter referred to as the “Project Facilitles”). ]

)

The Association deems it to be in its best interest and that of its Members {
that the Association own, oporate and maintain the Project Facilities within the {

Right of Way. '

The Autherity has determined to grant the requested permission pursuant [
to this License Agreement. '

DEFINITIVE AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants and
conditions herein contained, the parties hereto agree as lollows (all obligations of ,
the Licensee created by this License Agresment being joint and several):

1. Grant of License. The Authority grants Licensee the non-exclusive
permission and right to go upon the Right of Way for the purposes hereinafter
stated {the Authority reserves the right to grant licenses 1o others over the Right

2.
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i
of Way). Use of the Right of Way, however long continued, shall not create any
estate or easement in Licensee other than the right and license herein granted
and the right to use the Right of Way shall cease upon termination of this
agreemenl. The right and license herein granted is parsonal and shall not
become one coupled with an interest nor be assigned or transferred without the
written consent of the Authority. Neither this license nor the Project Facilities
shall be dedicated to the public or to any utility provider. Howaever, the providers
of public utility service who utilize the Project Facilities to serve the Property may
enter the Right of Way in accordance with the other terms of this agreement to
perform normal operation and maintenance. The Authority and its assignees
shall have the right to use the Road in conjunction with operation and
maintenance of the Authorily's facilities.

2. Purpose. The Licensee shall utilize the Right of Way only for the
purpose of installing, operating and maintaining the Project Facilities to serve
only the Property. The Licensee and the Members shall have no right fo use any
other portion of the Right of Way for any purpose. i

I

3. Effectiveness. This License shall only become effective upon the

occurrence of each of the following events. ‘

a. The Licensee obtaining an easement for the Project Facilities
from each land owner over which the Right of Way is located. The Authority
does not warrant title to or the quiet enjoyment of any property whatsoever. #

b. The Licensee having deposited with the Authorily cash in the
amount of Two Hundred Eighty Thousand & no/100 ($280.000.00) to be held and
used as hereinafter provided (initially, the deposit may be in the form of a lelter of
credit as hereinafter provided). :

c. The Developer having recorded in the Brunswick County : '
Registry a Declaration of Covenants. Conditions and Restrictions in form
satisfactory to the Authority.

d. The Licensee having obtained a liability ins urance policy in an
amount and form satisfactory to the Authority upan which the Authority is named
as an additional insured (the required amount and form of such insurance is
hereinafter described).

€. The Developer having obtained alt governmental permits and
authorizations for the construction of the Project Facilities.

f. The Authority's consulling engineers having approved the plans F
and specifications for the Project Fagilities including the exact location of the
Project Facilities within the Right of Way. Developer agrees to submit such plans
and specifications to the consulting engineers.

RECORD OF PODR QUALITY
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g. The recording of this agreement in the Brunswick County
Registry.

)

4. Construction. The Licensee shall al its sole cost and expense
construct or cause to be constructed the Project Facilities in a good and
workmanlike manner and in accordance with the plans and specifications
approved by the Authority’s consulting engineers. Once commenced. the work
shall be prosecuted with all reasonable dispatch in order to be terminated at the
earliest possible date. Licensee shall give the Authority five (5) days prior notice
before beginning any work within the Right of Way. !

5. Maintenance. Licensee shall maintain the Project Facilities atits “
expense in good order and repair and in a manner satisfactory to the Authority y
and so as not to interfere with the Authority's facilities. In the event the Project
Facilities shall require repair or renewal, Licensee shall make such repair or :
renewa! al its expense; and upon the failure of Licensee so to do, the Authority 1
shall give written notice to Licensee, and upon the failure of Licensee to make ]

repair or renewal within thirty days after such notice, the Authority may make all
necessary repair or renewal al the cost of Licensee, which cost Licensee agrees
1o pay to the Authority on demand. Notwithstanding the foregeing, the Authority
may without notice immediately make repairs {o the Project Facilities at thee cost
of Licensee in emergency siluations when in the sole opinicn of the Authority
such repairs are needed to prevent damage to property of the Authority,
Licensee or any provider of utility service who utilize the Praject Facilities shall
give the Authority 5 days notice before beginning any maintenance work except
in emergencies, in which case a shorter notice Is permitted.

6. Inspection. The Authority's engineers shall have the right at all
times to inspect all work relating to instaliation or maintenance of the Project
Facilities and to halit the work until corrected, if the consulting engineers
determine that it is not being performed to the satisfaction of the Authority or not
in accordance with approved plans and specifications. The Authority shall not be
deemed an insurer of the quality of the work by virtue of exercising its right of 1
inspection or requiring that the work be performed in any particular manner.

7. Authority Activities. The Authority shall at ali times be free to
conduct such activities within the Right of Way as it in its sole discretion deems '
necessary or desirable, including, but not limited to, operating and maintaining its
existing facilities and installing new pipelines and equipment. The parties |
acknowledge that such activities may result in damage or destruction to the
Project Facilities, the limitatidn or denial of access to the Praperty during such
activities by the Members, emergency vehicles and others, and the interruption 3
or deniai of utility service lo the Property. The Authority shall nave no liability for
any damage whatsoever to the Project Facilities, for the limitation or denial of

.
] B
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access by anyone to the Property, or the lack of utility service. The Authority
shall not at any time or in any manner be assessed with {ijcosts of

re-installing or maintaining the Project Facilities or (ii) damages for their damage,
or destruction or interference with their use.

8. Removal of Facilities. Licensee shall install and maintain, above
ground and in a manner and at such locations as may be designated by the
Authority, markers Lo plainly indicate the location and depth of any underground
Project Facilities. The Authority reserves the right at any time lo make such
changes in the existing use of its Right of Way as it may in its sole discretion
deem necessary. Licensee will, at its expense, at any lime, upon notice given by .
the Authority, change the location of or remove the Project Facilities to conform
to any changes or improvements that may be made by the Authority within the
Right of Way, cr to permit the utilization of the Right of Way for the construction
of additional facilities. In the event such alteration or removal is required. the
Autharity shall give written notice to Licensee, and upon the failure of Licensee to
complete the alteration or removal within thirly days after such notice, the
Authority may make the alteration or removal at the cost of Licensee, which cost
Licensee agrees to pay to the Authorily on demand.

9. Alternate Access.  If requasted to do so by the Licensee, the
Authority may, in its sole discretion, agree {o provide aliernate access within the
Right of Way during periods when access is blocked over the Road by virtue of
Authority activities. if the Authority consents, it will notify the Licensee of the
terms and conditions upon which aiternate access shall be granted. The
alternate access license shall not be effective until all such terms and conditions
have been satisfied.

10.  Insurance. (a) During the installation or maintenance of the Project ,
Facilities the Licensee will require its contractors, at no cost or expense fo the
Authority, to procure and keep in force workmen's compensation insurance, and
general liability insurance, including automobile coverage, with companies, in
form, and in amounts satisfactory to the Authority.

(b} During the term of this agreement Licensee will, at its sole cost and
¢xpense, procure and keep in force liability insurance insuring against bodily

injury and property damage with companies, in form, and in amounts satisfactory
to the Authority.

{c) The Authorily shall be named as an additional insured on all of the
policies required above. The Licensee and Licensee’s contractors shall furnish
certificates of insurance evidencing the above coverages and the form of the
policy. the carrier and the amount of the coverage. Such insurance shall contain
a contractual liability endorsement which will cover the obligations assumed
under this agreement and such other endorsement or endorsements as, in the
opinion of counse! for the Authority, may be necessary or advisable to fully

-5.
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protect and indemnify the Authority. In addition, such insurance shall contain

notification provisions whereby the insurance company agrees to give 30 days’ |
notice to the Authority of any change or cancellation of the policies. Al '
]
|

endorsement and notice provisions shall be stated on the certificate of insurance
which is to be provided to the Authority; provided, however, that notwithstanding
any of the provisions of this agreement with respect to insurance, it is understood
and agreed that the liability assumed by the Licensee shall not be limited to the
insurance coverage stipulated herein. Upen the failure of Licensee to maintain -
the insurance required by (b) above, the Authority may procure such insurance at |
the cost of Licensee, which cost Licensee horeby agrees to pay to the Authority

on demand. Upon the failure of the Licensee's contractors to maintain the
insurance reguired by (a) above, the Authority may terminate this agreement.

1. Repudiation. Repudiation of this License Agreement pursuant to I

MC General Statute 47F-3-105 shall immediately render this agreement nul! and i
void. l
!

12, Cosls. The Licensee shall pay on demand all out of pocket costs
incurred by the Authority for attorneys, engineers, contractors or others in
creating or administering this agreement.

13.  PaymenVinterest. All amounts due from Licensee to the Authority
under this agreement shall be due in full upon demand. Any delinquent amounts
shall bear interest per annum at the highest lawfut rate until paid.

14. Cash Deposit. Licensee shall at all times during the term of this
agreement maintain on depesit with the Authority a cash deposit in an amount
salisfactory to the Authority (initially $280,000.00). The Authority shall on each
five-year anniversary of this License Agreement re-calculate the cash deposit
and if it determines that a grealer amount is required than the initial cash deposit,
it shall so notify the Licensee and the Licensee shall deposit such additional
amount with the Authority within 12 months from the date of such notification. S
The amount of the initial cash deposit and such increased amounts as the ' =
Authority may hereinafter determine are required to be deposited shall be i L(
referred to herein as the "Cash Deposit Requirement”. Notwithstanding the it
foregoing, Licensee may inilially detiver to the Authority a letter of credit for . - o
$280,000 from a bank and in form satisfactory to the Authority. If a letter of credit ' T
is delivered, it shall be for a term of only 60 days and Licensee shall within the 60 o
day term of such letter make a cash deposit to the Authority of $280,000 in order B
to continue this license in force and effect.

5. Use of Cash Deposit. When any amounts become due from the
Licensee to the Autharity under the terms of this agreement, the Authority shall
be entitled 1o deduct such amounts from the cash deposit and shall immediately
nolify Licensee of the deficiency in the Cash Deposit Requirement created by
such deduction. Licensee shall within 30 days of such notice deliver to the

-6- ;
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Authorily sufficient cash funds 1o return the cash deposit to the Cash Deposit
Requirement. All interest earned on the cash deposit shall be retained by the
Authority and when received shall automatically increase the Cash Deposit ;
Requirement by the amount of each interest payment. At the termination of this !
Agreement, the tota! cash deposit shall become the property of the Authority.

16.  Covenants and Restrictions. The Covenants, Conditions and ,
Restrictions required by paragraph 3 above shall provide (and be displayed or f
highlighted in the Declaration in a manner approved by the Authority): { {

|

a. That this License Agreement is incorporated therain by
reference and made a part thereof.

b. That each Member is obligated to comply with the terms of this |
License Agreement and that violation of the terms by any Member, the Member's

guests, agents or employees, shall be deemed a violation by the Licensee. :
i
!

17. indemnity and Reimbursement. Licenseo shall and does hereby
assume, and agrees to indemnify and hold harmless the Authority, its members
and employees, from and against all loss, costs, expenses, including attorneys'
fees, claims, suits and judgments whatsoaver in connection with injury to or ;
death of any person or persons or loss of or damage to property caused by orin :
any way connected with the installation, maintenance, use or presence of the
Project Facilities, howsoever caused (any event giving rise o such indemnity
obligation is referred to hereinafter as an “Indemnity Event”).

Licensee shall reimburse the Authority on demand for any loss, costs, and
expenses whatsoaver suffered by the Authority in connection with damage 1o or
destruction of property of the Authority caused by or in any way connecled with
the installation, maintenance, use or presence of the Project Facilities, however
caused (any event giving rise to such reimbursement obligation is referred to
hereinafter as a "Reimbursement Event”).

In the event that the Authority determines in its sole discretion that an
Indemnity or Reimbursement Event has occurred, it shall submit to the Licensee
an invoice for all amounts which the Authority has determined that Licensee

owes pursuan! to this paragraph 17. The Licensee shall pay the amount of such
invoice wathin 30 days of the date of mailing of the innvoice, notwithstanding that

Licensee may contest the grounds for or amount of the invoice.

Provided that the Licensee has paid the amount of the invoice. it may
petition the Authority for a hearing if it contests the grounds for or amount of the
invoice. The petition shall be accompanied by a statement setting forth the basis
of its abjection. Upon receipt of the petition, the Authority shall appoint a
committee of three of its Board Members and shall schedule a hearing. The
Authority shall give Licensee notice of the hearing and Licensee shall be entitled

7.
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to appear and present such evidence as it deems appropriate. After the hearing, |
the three-man hearing committee shall issue a written report of its findings and !
shall either uphold the invoice or make such adjustments as its deems ‘
appropriate. The decision of the commiltea shall be final. Both tho Authority ond
the Licensee waive any right to have the issue adjudicated before a tribunal and
either party may plead this paragraph in bar to any civil acion on the question of
the propriety of the amount of or grounds for the invoice. Nothing herein shall
prevent either party from bringing such civil actions as it deems appropriate to
enforce the payment of any amounts due under this agreement or to otherwise
enforce the performance of this agreement in accordance with ils terms.

18.  Termination. This agreement shall remain in force and effect S0
long as the covenants and agreements set forth herein are kept and performed !
by the Licensee, and if the Licensee fails to keep and perform any of such
covenants, terms or conditions, then the Authorlty reserves the right to terminate
this agreement upon thirty (30) days’ nolice to the Licensee. The notice to the
Licensce provided for herein shal! designate all breaches of any covenants and
conditions of this agreement and this agreement shall terminate at the expiration {
of said thirty (30) day period if the Licensee does not cure such breaches within
that time, Notwithslanding that this agreement is lerminated at the expiration of
said 30 day period the Authority may at its option and at the request of the
Licensee grant Licensee a limited license to go upon the Right of Way for the
sole purpose of continuing to attempt to cure any breaches of this agreement and
if cured, the Authority will re-instate this license with such amendments as the
Authority deems appropriate. The granting of such limited ficense shall not
obligate the Authority to re-instate this license except upon terms satisfactory lo
it.

The Authority may terminate this agreement if the Project Facilities are
abandoned or if it is ever determined that this Agreement is unenforceable
against Licensee for any reason.

Upon termination of this agreement for whatever reason, Licensee will, at
the option of the Authority, at Licensee's expense, remove the Project Facilities.
or any porion thereof, and restore, under supervision of the Authority, the
premiscs to their original condition. If the Authority does not request that
Licensee remove the Project Facilities, then litle to the Project Facilities {or any
portion which the Authority does nat required o be removed) shall immediately
vestin the Authority.

19.  Joint and Several Liability. The obligations and liability of the
Developer and the Association under this License Agreement are joint and
several.

|
20.  Notices. Ali notices or other communications which are required or |
permitted hereunder shail be in writing and sufficient if (a) delivered personally or

-8-
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(b) sent by registered or certlified mail, postage prepaid, or (c) sent by overnight | T
courier with a nationally recognized courier, or {d) via facsimile confirmed in o IR
writing in any of the foregoing manncrs, as follows (each party may change their c A
respective notice address by giving notice of such change in accordance with the . N
terms of thic paragraph): S

If to the Autrority: 1107 New Pointe Bivd. )
Suite 17 I
Leland, NC 28451 : !
Fax: 910 343 1949

If to the Licensee i
and the Association: 1111 Military Cutoff Road AR
Suite 251 ‘ B
Wilmington, NC 28405 i 5
Fax: 810 256 2171

21, Misc. The invalidity or un-enforceability of any provision of this
Agreement shall not affect the other provisions hereof and this Agreement shall
be construed in all respects as if such invalid and unenforcaable provision were
omitted. For the convenience of the parties hereto, duplicate originals of this q
Agreement may be executed and each such original shall be deemed to be an ) ) A
original instrument. This Agreement shall be governed and construed in S C
accordance with the laws of North Carolina. If either panty is required to institute :
suit against the other party to enforce its rights under this Agreement, and if such
party obtains a valid judgment against the other party the non-prevailing party R
agrees to pay all reasonable costs, expenses and reasonable attorney's fees of BN
the prevailing party attributable to the enforcement of this Agreement. This
Agreement and all documents and instruments incorporated herein by specific :
reference are intended by the parties hereto to be the final expression of their ; '
agreement and constitute a complete and exclusive statement of the terms R
hereof notwithstanding any representations or statements to the contrary
heretofore made. This Agreement may not be amended, modified. altered or
changed in any respect whatsoever, except by a further wrilten agreement duly
executed by the parties hereto. Licensee may not assign its rights under this
Agreement nor delegate its duties under this Agreement without the prior wrilten
consent of the Authority. The Autharity may assign its rights hereunder and/or : ]
delegate its duties hereunder. The rights and obligations contained herein shall 1
enure to the benefit of and shall be binding on the respeclive parties hereto and  « 1
their respective heirs, successors and assigns. The terms of this Agreement 3 Yoo
shall run with the Property, The Developer and the Association represent and 1 L

!

warrant (i) that each is organized and existing under the laws of ths State of
North Carolina, (ii) that each has the power and authority to enter into this
Agreement, (i) that each has through its respeclive governing board authorized
the execution, delivery and performance of this Agreement, and (iv) when

9-
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executed and delivered, this Agreement will be binding and enforceable against \
each of them in accordance with its terms.

In witness whereof, the parties hereto have executed this Agreement the
day and year first above written.

LOWER CAPE FEAR WATER AND SEWER
AUTHORITY

!
By: VZ\/ IM{_@,»—\ C’ &Aﬁ\. i

Chairman

RIVER BLUFF HOLDINGS I, LLC

NG 1Y

[MembeiManager [ :

THE BLUFFS ON THE CAPE FEAR
PROPERTY OWNERS ASSOCIATION, INC.

o QnMﬁW/

|
T sudkﬁ; ‘

STATE OF NORTH CAROLINA i
COUNTY OF NEW HANQVER i
Teresa R Elmare

»'df tary Public of the county and state aforesaid,

cerlify that personally came before me
this day and acknowledged that he is the —_ Chairman of Lower Capeo fear

Water and Sewer Authority. a body corporate and politic, and that he, as
—~Chairman, being authorized to do so, executed the foregoing on behalf of

said Lower Cape FeaE Wat jr and Siwer Authority. Witness my hand and seal,

this the ,_2_ day of

My commuission expires: , \/%Mﬁ/ )O{M

. H .

omcw. SeAL Notary Public i
Notry Puted - hoas Copag

v§ MEW HANOVER COUNTY |

TERESA P ELNORE

Mx Commission Expires 4/19:08 -10-
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¢
STATE OF NORTH CAROLINA
COUNTY OF NEW HANOVER

I, KELLY REPKO, a Notary Public of the county and state aforesaid,
certify that JOSEPH H. STILWELL, JR. personally appeared before me this day
and acknowledged that he is a Member of RIVER BLUFF HOLDINGS If, LLC
and further acknowledged the due execution of this instrument on behalf of
RIVER BLUFF HOLDINGS I, LLC, the limited fiabiity company. Witness my
hand and officia! stamp or seal, this 17TH day of APRIL, 2006.

Mysotimission expires: 359/ s /227[[0\

& \é\'\' ..EEF.’% . Jotary!Public

~ '’ N
= L .
~ -4 .

COUNTY OF NEW HANOVER

I, KELLY REPKQ, a Notary Public of the State and County aforesaid, certify that - {
JOSEPH H, STILWELL, JR. personally appeared before me this day and .
acknowledged that hefshe is President of THE BLUFFS ON THE CAPE FEAR
PROPERTY OWNERS ASSOCIATION, INC.. a nan profit corporation, and that

he/she, as President, being authorized to do so, executed the foregoing on

behali of the corporation. WITNESS my hand and official seal this the 17" day of

April, 2006.

Nu.ccmmissmn expires: (5 -3 ) [u.fiﬂ.';, @,//(»\ .
\SEREN 7, Notary Bubiic |

N
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