SANDPIPER CAY - y
| UNIT OWNERS ASSOCIATION
— BYLAWS (REVISED 9/11/99)

ARTICLE I

. ' Genera] Provisions

Section 1.1. Applicabilify. These Bylaws provide for the governance of the Condomini-
um pursuant to the requirements of Article 3 of the Condominjum Act. The property, located in
Kitty'Hawk. North Carolina, and mbore particularly described in the Declaration. has been sub-

" mitted to the provisions of the Condominium Act by recordation simultanecusly herewith of the
Declaration among the land records of Dare County. North Carclina.

Section 1.2. Office. The office of the Condominium, the Unit Owners Association, and
the Board of Directors shall be located at the Property or at such other place as may be desig-
nated from time to time by the Board of Directors. ‘ i

Section 1.3. Definitions. Capitalized or other terms used herein without definition shall
have the meanings specified for such terms in the Declaration to which these Bylaws are at-
tacned as Exhibit B. or if not defined therein, the meanings specified for such terms in Section
47C-1-103 of the Condominium Act. The following terms have the following meaning in the
Condomimium Instruments:

(a) *Board of Directors” or "Board” means the executive organ established
pursuant to Article il. Section 2.b and Article III of these Bylaws.

(b) “Comumon Element [nterest™ means the undivided fracticnal Interest in
the common elements appurtenant to each unit, as described in Section 2.3 of the Declaration.

(c) "Covenants Committee™ shall mean that comunittee described in Section
3.18 of these Bylaws.

(d) "Limited Common Expenses” means expenses separately assessed against

“" “egs than all of the Condominium Units in accordance with the use of the services, as permitted
oy Section 47C-3-115(c) of the Condominium Act.

(e} . “Majority Vote' means a vote in persen or by proxy at a meeting at which
a quorum is present by those Unit Owners who together own fifty-one percent (51%]) or more of
the Condominium Units. Each unit is entitled to one (1) vote.

(f) "Mortgagee” means an institutional lender holding a first mortgage or first
deed of trust {"Mortgage”} encumbering a Coridominium Unit in the Condominium which has
notified the Unit Owners Associaiton of its status and has requested all rights under the
Condominium Instruments. For purposes of Article VIII of these Bylaws only, when any right is
to be given tc a Mortagee. the Board of Directors shall also give such right to the Federal Home
Loan Mortgage Corporation. the Federal National Mortgage Association, the Veterans Adminis-
tration. and any other public or private secondary mortgage market entitf participating in pur-
chassing or guarantying Mortgages if the Board has notice of such participation.

(g) "Officer” means any persan holding office pursuant to Article [V of these
Bvlaws, but shall net mean members of the Board of Directors unless directers are also Officers
pursuant to Articie iV. ‘

(hJ "Reserved Common Element” means a Common Element in which the
Board of Directors has granted a revocable license for exclusive use by less than all of the Unit
Cwners. :

ii) .. "Unit Owners Association” or "Association” means the Sandpiper Cay
Unit Owners Association. a North Carolina non-stock, non-profit corporation. the membership
of which shall be comprised of all the Unit Owners owning Condominium Units in the Condo-
minjum. :

ARTICLE IL

Unit Owners Association

Section 2.1. Composition. -
{al The Unit Owners Association shall consist of all of the Unit Owners. and for
all purposes. shall act merely as agent for the Unit Owners as a group. The Unit Owners Assso-
ciation shall have the responsibility of administring the Condominiurm. establishing the means
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and methods of collecting assessments and charges. arranging for the management of the Con-
dominium. and performing all of the other acts that may be required or permitted by; the Con-

_ dominium Act and the Declaration. Except as to those matters which the Condominium Act
fﬁ ‘specifically requires to be performed by vote of the Association, the foregoing responsibilities
~ shall be performed by the Board of Directors or Managing Agent as more particularly set forth in

Article III of these Bylaws.
{b) A Board of Directors shall be the governing body of the Unit Owners Associa-

tion, elected by the members of the Unit Owners Association.

Section 2.2. Annual Meeting. The annual meeting of the Association shalil be held at
least ninety (90) days after the end of each fiscal year on a date chosen by the Board of Directors
other than alegal holiday. At such annual meeting the Board of Directors shall be elected by

ballot of the Unit Owners in accordance with Article III, Section 3.4 of these Bylaws.

Section 2.3. Place of Meetings., Meetings of the Unit Owners Association shall be held
at such suitable place convenient to the Unit Owners as designated by the Board of Directors.

Section 2.4. Special Meetings. The President, a majority of the Board of Directors, or
unit owners having twenty percent (20%) of the votes in the Association may call a special
meeting of the Unit Owners Association. The notice of any special meeting shall state the time.
place and purpose thereof. No business shall be transacted at a special rneetmd except as

stated in the notice.

Section 2.5. Notice of Meetings. The Secretary shall mail to each Unit Owner a notice of
any scheduled meeting of the Association at least ten (10) but not more than seventy five (75)
days prior to such meeting, stating the time, place and purpose thereof. The mailing of a notice
-of meeting in the manner prowded in this section and Article XI, Section 11.1 of the Bviaws
shall be considered service of notice, provided that if a notice is delivered personaily. the Secre-
tary shall certify in writing that the notice was delivered to the person of the Unit Owner.

SN Section 2.8, Quorum and Adiournment of Meetings. The presence in person or by
_proxy of twenty-five percent (25%) or more of the Unit Owners shall constitute a quorum at all
meetings. of the Unit Owners Asscciation. If at any meeting of the Unit Owners Assoclation a
quorum is not present, Unit Owners, (in person or by proxy) owning Units to which a majority of
votes appertain may adjourn such mesting to a time not less than’ forty eight {48) hours after
the time the original meeting was called.

Section 2.7. Order of Business, The order of business at all meetings of the Unit

Owners Association shall be as follows:
{a) roll call (proof of quorum)
{(b) proof of notice of meeting
c) reading of minutes of preceding meeting #
d) report of officers
e) report of Board of Dlrectors
f) reports of conunitiees
g) election or appointment of Inspectors of electicn (when so required)
h} election of members of the Board of Directors (when so required)
i) unfinjshed business
) new business

Section 2.8. Conduct of Meetings. The President shall preside over all meetings of the
Unit Owrers Association and the Secretary shall keep the minutes of the meeting and record in
a minute book all resolutions adopted at the meeting as well as a record of all transacnons oc-
curring thereat. The President may appoint a person to serve as parliamentarian at any meeting
of the Umt Owners Assoclaion. The then current edition of Robert's Rules of Crder shall govern
the conduct of all meetings of the Unit Owriers Association when not in conflict with the Con-
dominium Act or the Condominium Instruments. All votes shall be tallied by tellers appomted

/\bv the President or other Officer presiding over the meeting.
Section 2.9. Voting.
{a) Each unit owner shall be entitled to one (1] vote per unit owned by saud

owner. Where the ownership of a Unit is in more than one (1) person (an entity can be a "per-
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son”), the person who shall be entitled to cast the vote of such Unit shall be the person named
in a certificate executed by all of the owners of such Unit and filed with the Secretary or. in the
absence of such named person from the meeting, the person who shall be entitled to cast the
vote of such Unit shall be the person owning such Unit wheo is present. If more than one (1}
person owning such Unit is present, then such vote shall be cast enly in accordance with their
unanimous agreement. Such certificate shall be valid until revoked by a subseguent certificate
similarly executed. Wherever the approval or disapproval of 2 Unit Owner Is required by the
Condominium Act or the Condoeminium Instruments. such approval or disapproval shall be
made only by the person who would be entitled to cast the vote of such Unit at any meeting of
the Unit Owners Association.

(b} Except where a greater number is required by the Condominium Act or the
Condominium Instruments, a \/Iajonty Vote is reguired to adopt decisions at any meeting of the
Unit' Owners Association.

(c) No Unit Owner may vote at any meeting of the Unit Owners Assoc1at10n or be
elected to or serve on the Board of Directors if payment of any installment of the assessment for
Common Expenses on the Unit is delinquent more than thirty (30} davs and the amount neces-
sary to bring his acount current has nct been paid at the time of such meeting or election.
There shall be no cumulative voting. !

Section 2.10. Proxies.
(a) A vote may be cast in person or by proxy. Such proxy may be instructed or

non-instructed and may be granted by any Unit Owner only in favor of another Unit Owner, his
Mortgagee. or an Officer of the Association. or in the case of a non-resident Unit Owner, the les-
see of such Unit Owner's Unit. Proxies shall be duly executed in writing, shall be valid only for
the particular meeting designated therein and must be filed with the Secretary before the ap-

- pointed time of the meeting. Such proxy'shall be deemed revoked only upon actual receipt by

the person presiding over the meeting of notice of revocation from any of the persons owning
such Unit. except with respect to proxies in favor of a Mortgagee. No proxy shall in any event
be valid for a period in excess of one hundred and eighty (180) days after the execution thereof.
Any proxy shall be void if not dated. The proxy of any person shall be void if not signed by a
person having authority. at the time of execution thereof. to execute deeds.

(D) An instructed proxy shall be a signed and dated proxy in which the unit
owner directs his vote to be cast as he specifies for any known agenda item(s) as it appears on
the. proxy, and-the proxy holder is obligated to vote on such agenda item(s) as instructed on the
first ballot cast. Subsequent ballots cast for any known agenda item(s) or any other items of
new business which require a vote may be cast by the proxy holder at his discretion. If a proxv
is not instructed for any known agenda itemy(s). the proxy helder may vote his proxy at his
discretion on the first and subseguent bal]ots cast.

ARTICLE Iif

Board of Directors p

Section 3.1.  Composition
(a) Number. The Board of Directors shall consist of no less than three (3) nor

more than five (5) members, all of whom shall be Unit Owners or Mortgagees (or designees of
Mortgagees), and shall assume office in the order of the highest number of votes received.

(b] Term of Office. Elected directors shall serve for a three (3} year term from the
time of election and. except for resignation or removal. the directors shall hold office until their
respective successors shall have been elected by the Unit Gwners. Directors appointed to fill a
vacancy shall hold office until the expiration of the term which he has been appointed to fill.

Section 3.2, Powers and Duties., The Board of Directors shall have all of the powers
and duties necessary {or the administration of the affairs of the Unit Owners Asscciation and
may - do all such acts and things as are not. by the Condominium Act or the Condominium In-
siruments, required to be e‘(ercmed and done by the Associaticn. The Board of Directors shall
have'the power. from time to time. to adopt any Rules and Reguiations deemed necessary for the
benefit and enjovment of the Condominium: provided, however that such Rules and Regula-
tions shall not conflict with the Condominium Act or the Condominium Instruments. The
Board of Directors shall delegate to one of its members or to a person employved for such purpose
the authority to act on behalf of the Board on such matters relating to the duties of the Manag-
ing Agent (as defined in Article 1, Section 3.2 hereof). if any, which may arise between meetings
of rh(’ Board as the Board deems appropriate. In addition to the duties imposed by these Bvlaws
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or by any resolution of the Assocxatlon that may hereafter be adopted, the Board shall on behalf

of the Association:
' (a) Prepare and adept an annual budget. in which there shall be expressed the
assessmernts of each Unit Ovmer for the Commeon Expenses.

(b) Make assessments against Unit Owners to defray the costs and éxpenses of
the Condominium. establish the methods of collecting such assessments from the Unit Owners
and establish the period of the installment payment of the annual assessment for Common Ex-
penses.
(c) Provide for the operation. care. upkeep and maintenance of all of the Property
and services of the Condominium.

{d) Designate, hire and dismiss the personnel necessary for the maintenance. op-
eration, repair and replacement of the Common Elements and provide services for the Property
and, where appropriate, provide for the compensation of such perscnnel and for the purchase of
equipment, supplies and material to be used by such personnel in the performance of their du-
ties, Wthh supplies and equipment shall be deemed part of the Property.

(e) Collectthe assessments against the Unit Owners, deposit the proceeds there-
of in:bank depositories designated by the Bcnrd of Directors and use the proceeds to carrv out
the administration of the Property. )

{f) Make and amend the Rules and Regulations. ~

{g) Open bank accounts on behalf of the Unit Owners Association and designate
the signatories thereon.

(h) Make. or contract for the making of, repairs. additions and improvements to
or alterations of the Property. and repairs to and restoration of the Property. in accordance with
these Bylaws. after damage or destruction by fire or other Casualty or as a result of condemna-

tion or eminent domain proceedmgs
(i} Enforce by legal means the provisions of the Declaration. these Bylaws and

the Rules and Regulations, act on behalf of the Unit Owners with respect to all matter arising

out of any emment domain proceeding, and notify the Unit Owner of any litigation against the
Unit Owners Association involving a claim in excess of ten percent (10%] of the amount of the
annual budget.

(j) Obtain & carry insurance against casualties and liabilities, as provided in Arti-
cle VI of these Bylaws, pay the premiums therefor and adjust and settle any claims thereunder.

{k} Pay the cost of all authorized servies rendered to the Unit Owners Associa-
tion ‘and not billed to Unit Owners of individual units or otherwise provided for in Article V.
Sections 5.1 and 5.2 of these Byiaws.

(1) Keep books with detatled accounts in chronelbgical order of the receipts and
expenditures affecting the Property, and the administration of the Condominium. specifying the
expenses of maintenance and repair of the Common Elements and any other expenses incurred.
Such books and vouchers shall be available for examination by the Unit Owmers. their attor-
neys, accountants, Mortgagees and authorized agents during general business hours on busi-
ness days at the times and in the manner set and announced by the Board of Directers for the
general knowledge of the Unit Owners. All books and records shall be kept in accordance with
generally accepted accounting principles, and the same shall be auditefl at least once a year by
an independent auditor retained by the Board of Directors who shall not be a resident of the
Condominium nor a Unit Owner. The cost of such audit shall be a Common Expense.

(i} The leve] of audit shall be determined by the Board of Directors annu-
ally, except that at least once in a five (5) year period such audit shall be a “full” audit as com-
monly defined; and should the Managing Agent change for whatever reason. a “full” audit will
be required at that time, whether or not it is within the five (3) year period. and such five (5) vear
perlod will begin again.

{m) Not1fy a Mortgagee of any default hereunder by the Unit Owner of the Umt
subject to such Mortgage. if such default continues for a period exceedmﬁ sixty [60) days.

(n) Borrow money on behalf of the Unit Owner's Associatjon required in connec-
tion with any one instance relating to the operation, care. upkeep and maintenance of the
Common Elements; provided. however, that the consent of at least two-thirds (2/3) In number
and in. Common Element Interest of all Unit Owners, obtdined either in writing or at a meeting
duly-called and held for such purpose in accordance with the provisions of these Bvlaws, shal
be required to borrow dny sum in excess of ten percent { 10%) of that fiscal year's annual budget.
If any sum borrowed by the Board of Directors onn behalf of the Condominium pursuant to the
authority contained (n this subsection (o} is not repaid by the Unit Owners Association. a Unit
Owner who pays to the creditor a percentage of the total amount due equal to his Common Ele-
ment Interese. shall be entitled to obtain from the creditor a release of any judgment or other
lien which such creditor shall have filed or shall have the right to file against such Unit Owner's
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Condominium Unit. and the Association shall not be entitled to assess his Unit for payment of

the remaining amount due such creditor.
(o) Notwithstanding the borrowing limitations set forth in Article [II, Section

3.2(n) of these Bylaws, acquire. hold and dispose of Condominium Units and mortgage the same
without limitations as to amount if such expenditures and hypothecations are mciuded in the

budget adopted by: the Board of Directors.
(P} In its sole discretion. from time to time, to designate certain Common Ele-

ments as Reserved Common Elements and impose such restrictions and conditions on the use
thereof as the Board of Directors deems appropriate. However, the Board of Directors shall
make no such designation of Reserved Common Elements as would interfere with the Unit
Owmers use of Commeon Elements for ingress and egress or any cther function of a Common
Element which is necessary to the proper functioning and maintenance of the Condomlmum
and the Units.

{q) Furnish the resale certificate required by Secticn 47C-4-109 of the Condo-
minium Act, within ten {10) days after the receipt of a written request therefor from any Unit
Owner. Such certificate shall set forth the monthly common expense assessment and any

other fees pavable by unit owners.
(r} Do such other things and acts not inconsistent fwith the Condominium Act

or the Condominium Instruments which the Board of Directors may be authorized to do by a
resolution of the Unit Owners Association.

Section 3.3, Managing Agent. The Board of Directors shall employ for the Condomini-
um a "Managing Agent” at a compensation to be established by the Board.

(a) Requirements. The Managing Agent shall be a bona fid€ business enterprise.
which manages common interest residential communities. Such firm shall have experience in
real estate management and shall employ persons possessing a high level of competence in the
technical skills necessary to proper management of the Condormmum The Managing Agent
must be able to advise the Board of Dzrectors regarding the administrative operauon ofthe Con-
dominium and shall employ personnei knowleddeable in the areas of condominium insurance,

accounting, contract negotiation. labor relations and condominium regulation.
(b} Duties. The Managing Agent shall perform such duties and services as the

‘Board of Directors shall direct. The Board of Directors may delegate to the Managing Agent all

of the powers granted to the Board of Directors by these Bvlaws other than the powers set forth
in Article III, Sec‘mon 3. 1(a) {as pertains to adoptlon of budget), (e). (f}, {g). (n). (o) and (p} of these
Bylaws. The Managing Agent shall perform the obhda’mons duties and ser\nces relating to the
management of the Property the rights of Mortgadees and the maintenance of reserve funds in

compliance with the provisions of these Bylaws.
(¢) Standards. The Board of Directors shall impose appropnate standards of

performance upon the Managing Agent. Unless the Managing Agent is instructed otherwise by

the Board of Directors:
{1} the accrual method of accounting shall be emploved and expenses re-

quired by these Bvlaws to be charged to more than one but less than all Unit Owners shall be

accounted for separatelv
(2] two or more persons shall be responsible for handling cash to main-

tain adequate financial contrel procedures:
{3) cash accounts of the Unit Owners Association shall not be co- ming-

le¢t with anv other accounts:

(4) no remuneration shall be accepted by the Managing Agent from ven-
dors. independent contractors or others providing goods or services to the Unt Cwners Associa-
tion whether in the form of commissions. finders fees service fees or otherwise: anv discounts

received shall benefit the Association:
-(5) any financial or other interest which the Managing Agent mayv have in

any firm providing goods or services to the Unit Owners Assoctation shail be disclosed promptly

to the Board of Directors: and
(6] a monthiy financial report shall he prepared for the Unit Owners As-
siociation containing:
(A} an "Income statement” reflecting all income and expense acti-

vity for the precedmd month on an acrual basis:
(B) an "account activity statement” reflecting all receipr and dis-

" bursement activity for the preceding month on a cash basis:

(C) an "account status report” reflecting the status of ali ac-

counts in an "actual” versus “projected” [budgert} format:
{D) a "baiance sheet” reflecting the tinancial condition of the Unit

GCwners Asson fation on an unaudited basis:
9/11789 5]



(E) a "budget report” reflecting any actual or pending obligations
which are in excess of budgeted amounts by an amount exceeding the operating reserves or ten
percent (10%) of a major budget category (as distinct from a specific ine jtem in an expanded
chart of accounts); and

1

(Fla "dehnduen‘c report” listing all Unit Owners who are delin-
quent in paying condominium assessments and describing the status of any actions to collect

such assessmernts .
(d} Limitations. The Unit Owners Association and the Board of Directors shall

* not undertake “self-management” or fail to employ a Managing Agent without the consent of at

least sixty-seven percent (67%) of the Unit Owners and at least [ifty-one percent (51%) of the
Mortgagees. Any contract with the Managing Agent must provide that it may be terminated
without payment of a termination fee, without cause on no more than ninety (80) days written
notice, and with cause on no more than thirty (30} days written notice.

Section 3.4. Election of Directors.
(a) Elections Commitiee. At least ninety (90) days prior to each annual meeting

of the Unit Owners Association, the Board of Directors shall appoint an Elections Commlttee
consisting of one (1} member of the Board whose term is not then expiring and at least two (2)
other Unit Owners. The Elections Committee shall develop election procedures and administer

such procedures as are approved by the Board.
(b) Nominations. Persons qualified to be directors may be nominated for election

only by a nominating petition, submitted to the chairman of the Elections Committee at least
sixty (60) days before the meeting at which the election is to be held. signed by Unit Owners

- representing at least seven{7) Units and either signed by the nominee or accompanied by a

decument signed by the nominee indicating his willingness to serve as a director; provided.
however that additional nominations may be made {rom the floor at the meeting at which the
election is held for each vacancy on the Board of Directors for which no more than one {1) per-
son has been nominated by petition. The nominee must either be present and consent to the
nomination or have indicated in writing his willingness to serve.

(¢} Qualifications. No person shall be eligible for election as a member of the
Board of Directors uniess such person is.{alonze or together with one or more other persons) a
Unit-Owner (including a person who is the official representative of a partnership or a corpor-
ate-unit-owner). No personshall be elected as a director or continue to serve as a director if
such person is, at such time, more than thirty (30} days delinquent in meeting his financial ob-

hgatxons to the Unit Owners Assomamon

Section 3.5. Removal or Resignation of Directors. At any regular or special meeting of
the Unit Owners Association duly called (a quorum being present}, any one or more of the

. directors may be removed with or without cause by a vote of two-thirds (2/3} of those present at

such:meeting in-person-or by proxy, and a successor may then be elected to fill the vacancy
thus created for the remainder of the current term. Any director whose removal has been pro-
posed:-by the Unit Owners shall be given at least seven {7) days notice of the time, place and
purpese of the meeting-and shall be given an opportunity to be heard &t the meeting. A director
may resign at any time. ‘A director shall be deemed to have resigned upon disposition of his
Unit or if not in attendance at three (3) consecutive regular meetings of the Board, unless the

minutes reflect consent to such absernce.

Section 3.6. Vacancles. Vacancies on the Board of Directors caused by any reason oth-
er.than the removal of a director by a vote of the Unit Owners Association shall be filled hy a
vote of.the majority of the remaining directors at a special meeting of the Board held for such
purpose promptly after-the occurrence of any such vacancy, even though the directors present

-at such meeting may constitute less than a quorum. Each person so elected shall be a director

untll the expiratlon of the term which he has been appointed to fill.

Sect1on 3.7. Orgamzation Meeting. The first meeting of the Board of Directors following
the annual:meeting of the-Unit Owners Assoclation shall be held within thirty (30) days there-
after at such time and place as shall be fixed by the Association at the meeting at which such
Board -of Directors shall have been elected, and no notice shall be necessary to the newly-elected
directors in order legally to constitute such meeting; provided, that. a majority of the entire
Board of Directors is present at the meeting.

Section 3.8. Regular Meetings. Regular meetings of the Board of Directors may be held
at such time and place as shall be determined from time to time by a majority of the directors.
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but such Imeetings shall be held at least once every three (3) months during each fiscal year. No-
tice of regular meetings of the Board of Directors shall be given to each director. personally or by
mail. telegraph. telephone or fax, at least three (3) business days prior to the day named for

such meeting.

. Section 3.8, Special Meetings. Special meetings of the Board or Directors may be called
by the President on three (3) business days notice to each director, given perscnally or by mail,
telegraph, telephone or fax. which notice shall state the time. place and purpose of the meeting.
Special meetings of the Board of Directors shall be called by the President or Secretary in like’
manner and on like notice on the written request of at least three (3] directors.

Section 3.10. Waiver of Notice. Any director may at any time. in writing, waive notice of
any meeting of the Board of Directors, and such waiver shall be deemed equivalent to the giving
of such notice. Attendance by a director, in person or by telephone communication, at any
meeting.of the Board of Directors shall constitute a waiver or notice by him of the time, place
and. purpose of such meeting. If all directors are present at any meeting of the Board of Direc-
tors. no notice shall be required and any business may be transacted at such meeting.

: 1

Section 3.11. Quorum of Board of Directors. At all meetings of the Board of Directors, a
majority of the directers shall constitute a quorum for the transaction of business. and the
votes of a majority of the directors present at a meeting at which a guorum is present shall con-
stitute the decision of the Board of Directors. If at any meeting of the Board of Directors there
shall be less than a quorum present, a majority of those present may adjourn the meeting from
time to time. At any such adjourned meeting at which a quorum is present. any business
which might have been transacted at the meeting originally called may be transacted without
further notice. A directorwho participates in a meeting by means of telephone communication

. shall'be deemed present at the meeting for all purposes.

Section 3.12. Compensation. No director shall receive any compensation from the Con-
dominium for acting as such.

~ Section 3.13. Conduct of Meetings, The President shall preside over all meetings of the
Board of Directors and the Secretary shall keep a minute book of all resolutions adopted by the
Board and of all'transactions and proceedings occurring at such meetings. The then current
edition of Robert's Rules of Order shall govern the conduct of the meetings of the Board of Di-
rectors when not in conflict with the Condominium Act or the Condominium Instruments.

- Section 3.14. Action Without Meeting. Any action by the Board of Directors required or
permitted to be taken at any meeting may be taken without a meeting if all of the directors shall
individually or collectively consent in writing to such action. Any such written consent shall be
filed with the minutes of the proceedings of the Board of Directors.

&

. Section 3.15. Board of Directors as Attorney-in-Fact. The Board of Directors is hereby
irrevocably appointed as agent and attorney-in-fact for the Unit Owners of all of the Units and
for each of them. to manage. control and deal with the interests of such Unit Owners in the
Common Elements of the Condominium to permit the Board of Directors to fulfill all of its
powers, rights. functions and duties. The Board of Directors is hereby irrevocabiy appointed as
agent and attorney-in-fact for each Unit Owner. cach Mortgagee, other named insureds and
their beneficiaries and any other holder of a lien or other interest in the Condominium or the

Property to:

(a} adjust and settle all claims arising under insurance policies purchased by the
Board of Directors: _

(b) execute and deliver releases upon the payment of claims. and

(c} act on their behalf in any condemnation proceeding or action of eminent do-
main: provided. however, that the consent of a Mortgagee shall be required if such Mortgagee
notifies the Board of Directors pursuant to Articie XI, Section 11.1 of the Bylaws within thirty
{30) days after receipt of notice of the damage pursuant to Article VI, Section 6.2(c) of the By-
laws or notice of the taking in condemnation or by eminent domain pursuant 10 Article VIL
Section 7.2 of the Bylaws. - The powers stated herein are in addition to. and not in derogaticn
of. the powers granted to the Association by Section 47C-3-102 of the Condominium Act, The
Board of Directors may grant and accept easements and licenses pursuant o Section 47C-3-

102(9) of the Condominium Act.

L

~}

9/11/99



e,

-

1
Section 3.18. Liability of the Board of Directors, QOfficers, Unit Owners and Unit Owmners

Association.

(a) The officers, directors and members of the Covenants Committee shall not be
hiable to the Unit Owners Association or to any Unit Owner for any mistake of Judgment negli-
gence or otherwise, except for their own individual willful misconduct or bad faith." The Unlt
Owners Association shall indemnify and hold harmiless each of the officers and directors from
and against all contractual liability to others arising out of contracts made by the Officers or
the Board of Directors on behalf of the Assoclation unless any such contract shall have been
made’in bad faith or contrary to the provisions of the Condominium Act or the Condominium
Instruments, except to the extent that such laibility is satisfied by directors and officers liability
insurance. Officers and directors shall have no personal liability with respect to any contract
made- by them on behalf of the Unit Owners Association. The liability of any Unit Owner arising
out of any contract made by any officer or the Board of Directors, or out of the indemnification
of the officers or directors, or for damages as a result of injuries arising in connection with the
Commeon Elements solely by virtue of his ownership of a Commeon Element [nterest therein or
for liabilities incurred by the Unit Owners Association shall be limited to the total liability mul-
tiplied by his Common ‘Element Interest. Every agreement made by the officers, the Board of Di-
rectors, or the managing agent on behalf of the Unit Owners Association shail. If obtainable.
provide that the officers, the directors or the managing agent. as thk case may be, are acting
only as-agents for the Association and shall have no personal liability thereunder {except as
Unit Owners), and that each Unit Owner's liability thereunder shall be limited to the total lia-
bility thereunder multiplied by his Common Element Interest. The Unit Owners Association
shall indemnify and hold harmless each of the members of the Covenants Committee from and
against all Hability to others arising out of the due exeercise of thelr responsibilitles unless their
action shall have been taken in bad faith or contrary to the provisions of the Condominium Act
or the Condominium Instruents. The Unit Owners Association shall indemnify any person who
was or is-a party or is threatened to be made a party to any threatened. pending or completed
action. suit or proceeding by reason of the fact that he is or was an officer or director of the As-
sociation or a member of the Covenants Committee againse expenses {including attorney’s fees),
judgments. fines and amounts paid in settlement incurred by him in connection with such ac-
tion. suit or proceeding if he acted in goed faith and in a manner he reasonaly believed to be in.
or not opposed to, the best interests of the Condominium.

..+ {b) Except to the extent prohibited by law, the Unit Owners Association shall
not beliable for any failure of water supply or other services to be obtained by the Association
or paid. for as.a-Commeon Expense, or for injury or damage to persen or property caused by the
elements or by-the Unit Owner of any Condominium Unit, or any other person. The Unit Own-
ers'Association shall not be liable to any Unit Owner for loss or damage, by theft or otherwise.
of articles which may be stored upon any of the Common Elements. No diminution or abate-
ment of any assessments, as herein elsewhere provided, shall be claimed or allowed for incon-
venlénce or discomfort arising from the making of repairs or improvements to the Common Ele-
ments or fromany action taken by the Unit Owrers Association to cemply with any law. ordi-
nance or with the order or directive of any governmenial authority.

#
Section 3.17. Common or Interested Directors. Each director shall exercise his powers

and duties in good faith and with a view to the interests of the Condominium. Contracts and

other ‘transactions between the Unit Owners Association and any of its directors. or between
the Association and any corporation, firm. or association in which any of the directors of the
Assoclation are directors or officers or are ctherwise interested. are not void or voidable because
any such:director is present at the meeting of the Board of Directors or any committee thereef
which-authorizes or approves the contract or transactiorl, or because his vote is counted for
such purpose if any of the conditions specified in any of the following subsections exist:

. -+ (a) The fact of the common directorate or interest is dlsclosed or known to the
Board of Directors or a majority thereof or noted in the minutes, and the Board authorizes. ap-
proves or ratifles such- contract or transaction in good faith by a vote sufficient for the purpose:

or .
- (k) The fact of the common directorate or interest is disclosed or known to at

least a majority of the Unit Owners, and the Unit Owners approve or ratify the contract or

transaction in good faith by a vote sufficient for the purpose: or
(c) The.contract or transaction is commercially reasonable to the Unit Owners

Association at the time.it is authotized. ratified. approved or executed.

Any comunon or interested directors may be counted in determining the presence of a
quorum of any meeting of the Board of Directors or comumittee thereof which authorizes. ap-

L
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proves or ratifies any contract or transaction, and may vote at the meeting to authorize any
contract or transaction with like force and éffect as if such director of the Unit Owners Associa-
tion were not an officer or director of such other corporation, firm or assoc1anon or not so in-

. terested.

Section 3.18. Covenants Committee
{a} Purpose. The Board of Directors shall establish a Covenants Comimittee, con-
sisting of three (3) members of the Association appointed by the Board, each to serve for 2 term
of one (1) year. to assure that the Condominium shall always be maintained in a manner :
(1) providing for visual harmony and soundess of repair;
(2) avoiding activities deleterious to the esthetic or property values of the

Condominiiurm:
' (3) furthering the comfort of the Unit Owners, their guests and tenants:
and
' {4) promoting the general welfare and safety of the Condominuim com-
munity.

(b} Powers. The Covenants Commiftee shall regulate, consistent with the above
stated purpose. the external design. appearance. use and maintenance of the Common Ele-
ments. The Covenants Comrmttee may recommend to the Board of Directors the impositon of
reasonable application fees as well as the costs of reports, analyses, or consultations required
in connection with improvements or changes proposed by a Unit Owner. Upon petition of any
Unit: Owner or upon its own motion, the Covenants Committee may recommend to the Board of
Directors the imposition of reasonable fines (pursuant to Section 47C-3-107A of the Condomin-
ium Act and Article IX. Sectlon 9.1(g) of these Bylaws upon. and issue a cease and desist re-
quest to. a Unlt Owner, his guests, invitees, or léssees whose actions are inconsistent with the
provisions of the Condomlmum Act, the Condominium Instruments, the Rules and Regulations
or resolutions of the Board of Direc-tors. The Covenants Committee shall from time to timne. as
required, provide interpretations of the Condominium Instruments, Rules and Regulations and
resolutions pursuant to the in-tents, provisions and qualifications thereof when requested to
do so by a Unit Owner or the Board of Djrectors. Any action, ruling or decision of the Cove-
nants Committee may be appealed to the Board of Directors by any partv deemed by the Board
to have standing as an aggrieved party. The Board may affirm. modify or reverse any such
action. ruling or decision.

fc) Authority, The Covenants Committee shail have such additional duties,
power and authority as the Board of Directors may from time to/time provide of its duties.
powers and authority either generally or on a case-by-case basis. The Covenants Commiitree
shali carry out its duties and exercise its powers and authority in the manner provided for in
the Rules and Regulations or by resolunon of the Board of Directors.

ARTICLE [V
Officers -

Section 4.1. Designation. The prmc1pal officers of the Unit Owners Association shall be
the President, the Vice President, the Secretary and the Treasurer, all of whom shall be a mem-
ber of the Board of Directors and elected by the Board of Directors. The Board of Directors may
appoint an assistant treasurer. an assistant secretary and such other officers as may be neces-
sary. At least one (1) officer of the Board of Directors shall be a resident of Dare County or Cur-
rituck County. North Carclina. Any other appointed officer may, but need not, be a Unit Owner

or member ofthe Board of Directors.

Sectlon 4.2, Election of Qfficers. The officers of the Unit Owners Association shall be
elected annually by the Board of Directors at the ordamzatlona.l meeting of each new Board and
shall hold office at the pleasure of the Board.

. Section 4.3. Removal of Officers. Upon the affirmative vote ofa majority of all members
of the'Board of Directors any officer may be removed. either with or without cause. and a suc-
cessor may be elected at any regular meeting of the Board or at any special meeting of the Board

called for such purpose.

Section 4.4. President, The President shall be the chief executive officer of the Unit
Owners Association. preside at ali meetings of the Association and of the Board of Directors,
have general.and active management of the business of the Association subject to the control of
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the Board, see that all orders and resolutions of the Board are carried into effect, and appoint
committees from among the Unit Owners from time to time as the President may in his discre-
tion-decide is appropriate to assist in the conduct of the affairs of the Association. -

Section 4.5. Vice President. The Vice President shall take the place of the President and
perform the duties of the President whenever the President shall be absent or unable to act. If
neither the President nor the Vice President is able to act, the Board of Directors shall appoint
some other director to act in the place of the President, on an interim basis. The Vice President
shall also perform such other duties as shall from time to timme be imposed by the Board or Di-

rectors or by the President. -

Section 4.6. Secretary. The Secretay shall keep the minutes of all meetings of the Unit
Owners Association and of the Board of Directors, have charge of such books and papers as the
Board may direct. give or cause to be given all notices required to be given by the Association,
maintain a register setting forth the place to which all notices to Unit Owners and Mortgagees
hereunder shall be delivered. and. in general. perform all the duties incident to the office of

secretary.

Section 4.7. Treasurer. The Treasurer shall (together with'the managing agent) be re-
sponsible for Unit Owners Association funds and securities, keep full and accurate financial
records and books of account showing all receipts and disbursements, prepare all required fi-
nancial-data, deposit all monies and other valuable effects in the name of the Board of Direc-
tors. or.the Association in such depositories as may from time to time he designated by the
Board, and in general, perform all the duties incident to the office of Treasurer. .

- ‘Section 4.8, Execution of Documents. All agreements, contracts, deeds, leases, checks
and other instruments of the Unit Owners Association for expenditures or obligations in excess
of two:thousand dollar ($2.000.00) and all checks drawn upon reserve accounts, shall be execu-
ted by two (2) persons designated by the Board of Directors. All such instruments for expendi-
tures or-obligations of two thousand dollars (82,000.00) or less, except from reserve accounts.
may be executed by any one (1) person designated by the Board of Directors.

-..Section 4.9. Compensation of Officers. No officer who is also a director shall receive
compensation from the Unit Owners Association for acting as such officer.

ARTICLEV

QOperation of the Property

Section 5.1. Determination of Common “Exoenses and Asseésments Against Unit
Qwners. '

{a} FiscalYear. The fiscal year of the Unit Owners Association shall be January
i through December 31, unless otherwise determined by the Board of Directers.
(b) Preparation and Approval of Budget. &

(1) At least sixty (60) days before the beginning of each fiscal year. the
Board of Directors shall adopt a budget for the Unit Owners Association containing an estimate
of the.total amount considered necessary to pay the cost of maintenance, managemert, opera-
tion, repair-and replacement of the Common Elements and those parts of the units which the
Association has the responsibility to maintain. repair and replace, and the cost of those wages.
materials, insurance premiums, services and supplies and other expenses that may be declared
to be Common Expenses by the Condominium Act, the Condominium Instruments or a resoiu-
tion of the Association and which will be required during the ensuing fiscal year for the admin-
istration. operation, maintenance and repair of the Property and the rendering to the Unit
Owners of all related services. The budget shall reflect the separate assessment of Limited Com-
mon Expenses.
(2) Such budget shall also include such reasonabie amounts as the
Board of Directors considers necessary to provide.working capital. a general operating resetve
and reserves for contlngencies and replacements. At least forty five (45) days before the beginn-
ing of each fiscal year, the Board of Directors shall send to each Unit Owner a copy of the bud-
getin a reasonably itemized: form which sets fofth the amount of the Common Expenses and
any special assessment payable by each Unit Owner. Such budget shall constitute the basis for
determining each Unit Owner's assessent for the Common Expenses of the Condominium.
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{c} Assessment and Payment of Common Expenses. Subject to the provisions of
Article IX, Section 9. 1(a) of these Bylaws, the total amount of estimated funds required from as--
sessments for the operation of the Property set forth in the budget adoped by the Board of Direc-
tors shall be assessed against each Unit Owner in proportion to his respective Common Ele-
ment-interest, except for Limited Common Expenses which shall be assessed against each Unit
Owmer benefited in proportion to the relative Common Element Interest of such Units inter se.
and shall be a lien against each Unit Owner's Unit as provided in Article IX, Section 9.2 of these
Bylaws. On. or before the first day of each flscai year, and the first day of each of the succeeding
eleven months in such fiscal year, each Unit Owner shall be obligated to pay to the Board of Di-
rectors or the Managing Agent (as determined by the Board), one-twelfth (1/12) of such assess-
ment. Within ninety (90) days after the end of each fiscal year, the Board of Directors shall sup-
ply to-all Unit Owners. and to each Mortgagee requesting the same. an itemized accounting of
the Comimon Expenses for such fiscal year actually incurred and paid. together with a tabuia-
tion of the amounts collected pursuant to the budget adopted by the Board of Directors for
such fiscal year, and showing the net amount over or short of the actual expenditures plus re-
serves. Any amount accumulated in excess of the arnount required for actual expenses and re-
serves shall. at the discretion of the Board of Directors, be placed in reserve accounts, be placed
in a special account to be expended solely for the general welfare of the Unit Owners. or be cre-
dited according to each Unit Owner's Common Element Interest to the next monthly install-
ments due from Unit Owners under the current fiscal year's budget. until exhausted. Any net
shortage shall be assessed promptly against the Unit Owners in accordance with their Comumon
Element Interests and shall be payable either: _

(1) in full with payment of the next monthly instaliment due: or
. (2) i not more than six (6) equal monthiy installments. as the Boeard of
Directors may determine.

(d) Reserves. The Board of Directors shall build up and maintain reascnable re-
serves for working capital. operations, contingencies and replacements. Extraordinary expendi-
tures not originally included in the annual budget which may become necessary during the year
shall-'be charged first zgainst such reserves. If the reserves are inadequate for any reason, in-
cluding non-payment of any Unit Owner’s assessment. the Board of Directors may at any time
levy a:further assessment. which shall be ‘assessed against the Unit Owners according to their
respective Common ElementInterests, and which may be payable in a lump sum or in install-
ments as the Board may determine. The Board of Directors shall serve notice of anv such fur-
ther assessment-on the Unit Owners by a statement in writing giving the amount and reasons
therefor: and such further assessment shall. unless otherwise specified in the notice. become ef-
fective with the next monthly payment which is due more than ten (10} days after the delivery of
such notice. All Unit Owners shall be obligated to pay the adjusted monthly amount or. if such
further assessment is not payable in installments, the amount of such assessment. Such
assessment shall be a lien as.of the effective date as set forth in su bsection (c).

(e} Effect of Failure to Prepare or Adopt Budget, The failure or delay of the Board
of Directors to prepare or adopt a budget for any fiscal year shall not constitute a waiver or re-
lease in any manner of a Unit Owner's obligation to pay his allocabie share of the Common Ex-
penses as‘herein provided whenever same shall be determined and, in the absence of any an-
nual budget or adjusted budget, each Unit Owner shall only be obligated tc continue to pay
cach monthly installment at the monthly rate established for the previous fiscal year until noti-
fied of the monthly pavment which is due more than ten (10} days after such new annual or ad-
justed budget is adopted.

B (f) Accounts. All sums collected by the Board of Directors with respect to assess-
- ments against-the Unit Owmners or from any other source may be commingled into a single fund
or held for each Unit Cwner in accordance with his Common Element [nterest,

Section 5.2. Pavment of Common Expenses. Each Unit Owner shail pay the Common
Expenses.including Limited Common Expenses, assessed by the Board of Directors PUISUant 1o
the provisions of Ariicle V. Section 5.1 of these Bylaws. No Unit Gwner may be exempt from lia-
bility for the assessment tor Common Expenses by reascon or waiver of the use or enjoymment of
any of'the Common £lements or by abandonment of the Unit. No Unit Owner shall be liable for
the payment of any part of the Common Expenses assessed against the Unit su hsequent to the
dare of recordation of a conveyance by such Unit Owner in fee of such Unit. Prior to or at the

~~ time of.any such conveyance. all liens, unpaid charges and assessments shall be paid in full

“and discharged. The purchaser of a Unit shall be jointly and severally liable with the selling
Unit Owner for all unpaid assessments against the latter for the proportionate share of the
-ormmon Expenses up to the time of such recordation. without prejudice to the purchaser's
right to recover from the selling Unit Owner amounts paid by the purchaser therefore: provided.
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however, that any such purchaser shall be entitled to a statement setting forth the amount of

the .unpaid assessments against the selling Unit Owner within five (5) business days following a
written request therefor to the Board of Directors or Managing Agent and such purchaser shall
not-be liable for, nor shall the Unit conveyed be subject to a lien for, any unpaid assessments in
excess of the amount therein set forth; and provided, further, that each Mortgagee who comes
into possession of a Condominium Unit by virtue of foreclosure or by deed or assignment in lieu
of foreclosure, or any purchaser at a foreclosure sale, shall take the Condominium Unit free of
any claims for unpaid assessments or charges against such Unit which accrue prior to the time
such Mortgagee comes into possession thereof, except for claims for a pro rata reallocation of
such assessments or charges to all Condominium Units including the mortgaged Condominium

Unit.

Sectlon 5.3. Collection of Assessments The Board of Directors, or the Managing Agent
at the request of the Board, shall take prompt action to collect any assesment for Cominon Ex-
penses due from any Unit Owner which remains unpaid for more than thirty (30) days from the
due date for payment thereof. Any assessment, or installment thereof. not paid within ten (10)
days ‘after due shall acrue a late charge in the amount of ten dollars ($10.00) per occurrance, or
such other arnount as may be established from time to time by the Board of Directors.

Section 5.4, _Statenent of Common Expenses. The Board of Directors shall promptly

provide-any Unit Owner, contract-purchaser or Mortgagee so requesting the same in writing
with a written statement of all unpaid assessments for Common Expenses due from such Umt
Owmner. The Board of Directors may impose a reasonable charge for the preparation of such

statement 1o cover the cost of preparation.

‘Section 5.5. Maintenance, Repair, Replacement and Qther Common Expenses.

‘(a) By the Unit QOwrers Association. The Unit Owners Association shall be re-
sponslble for the maintenance, repair and replacement (unless in the opinion of not less than
eighty percent (80%) of the Board of Directors, such expense was necessitated by the negligence,
misuse or neglect of a Unit Owner} of all of the Common Elements (including the Limited Com-
mon Elements) as defined herein or in the Declaration, whether located inside or outside of the
Units. the cost of which shall be charged to all Unit Owners as a Common Expense; provided,
however, that each Unit Owner shall perform normal mainterance on the Limited Common Ele-
ments appurtenant to-his Unit and any portion of the remaining Commeon Elements which the
Board of Direétors pursuant to the Rules and Regulations has given him permission to utilize,
including without limitation the items enumerated in su bsection

(b)- By the Unit Owner.

(1) Each Unit Owner shall keep the Unit and its equipment, appliances
and appurtenances in good order, condition and repair and in a clean and sanitary condition,
and shall do all redecoraﬁng painting and varnishing which may at'any time be necessary to
maintain the good appearance and condition of the Unit. In addition. each Unit Owner shall
be responsible for all damage to any other Units or to the Common Elements resulting from
such Unit Owner's failure or negligence to make any of the repairs rgjuired by this Sectlon
Each Unit Owner shall perform this responsibility in such manner as not to disturb unreason-
ably-or interfere with other Unit Owners. Each Unit Owner shall promptly report to the Board
of Directors or the Managing Adent any defect or need for repair for which the Unit Owners As-
sociation'is responsible.

{2) The Unit Owner of any Unit to which a Limited Common Element bal-
cony, deck or patio is'appurtenant shall perform the normal maintenance for such Limited
Common Element. including keeping it in a clean and sanitary condition. free and clear of
snow, ice and any accumulation of water and shall also make all repairs thereto caused or per-
mitted by such Unit Owner’s negligence, misuse or neglect. All structural repair or replacement
shall'be made by the Unlt Ovwmers Association as a Common Expense, as provided in subsec-

thﬂ a]

{3 ] Anv Unit Owner permitied by the Board of Directors to use a specific
portlon of the Common Elements for storage is responsible for the maintenance and care of
Such ‘portion and shail use such portion in a safe and sanitary manner.

() Manner of Repair and Replacement. All repairs and replacements shall be

su bstantlally similar to the original construction and installation and shall be of first-ciass
quality, -but may-be done with contemporary building materials and equipment. The method of
approving payment vouchers for all repalrs and replacements shali be determined by the Board

of Directors.
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Section 5.6. Additions, Alterations or Improvements bv the Board of Directors. When-
ever. in the judgment of the Board of Directors, the Common Elements shall require additions.
alterationsor improvements during any fiscal year costing in excess of ten percent (10%) of that
fiscal year's annual budget, the making of such additions, alterations or improvements requires
a Majority Vote of the Unit Owners as contained in Article I, Sectlon 1.3(d) of these Bylaws. and
the Board of Directors shall assess all Unit Owners benefited for the cost thersof as a Common
Expense (or Limited Common Expense). Any additions. alterations or improvements during any
fiscal year costing ten percent (10%) or less of that fiscal year's annual budget may be made by
the Board of Directors without approval of the Unit Owners and the ¢ost thereof shall consti-
tute'a Common Expense or Limited Common [Expense. depending on the nature of the addi-
tions, alterations or improvements. Notwithstanding the foregoing, if. in the opinicn of not less
than eighty percent (80%] of the members of the Beard of Directors. such additions. alterations
or improvements are exclusively or substantiaily exclusively for the benefit of the Unit Owners
requesting the same. such requesting Unit Owners shall be assessed therefor in such propor-
rion as they jointly approve or. if they are unable to agree thereon. in such proportion as may be

determined by the Board of Directors.

Secrion 5.7. Additions. Alterations or [mprovements by the Unit Owners, No Unit Own-
er shall make any structural addition, alteration or improvement in or to the Unit without the
prior ‘written consent of the Board of Directors or the Covenants Committee as appropriate. No
Unit-Owner shall paint or alter the exterior of the Unit, including the doors and windews, nor

shallany Unit Owner paint or alter the exterior of any building, mthout the prior written
consent of the Board of Directors or the Covenants Comnmtee as appropriate. The Board of Di-
rectors shall be obligated to answer any written request by a Unit Owner for approval of a pro-
posed structural addition. alteration or improvement in such Unit Owner's Unit within forty-
five (45) days after such request, and failure te do so within such time shall constitute consent
by the Board of Directors or the Covenants Committee to the proposed structural addition. al-
teration or improvement, Provided consent has been given by the Board of Directors. if any ap-
ptication 10 any dovernmental authority for a permit to make such structural addition. alftera-
tion'orimprovunem in or to any Unit reguires execution by the Unit Owners Association. then

the application shall be executed on behalf of the Asscciation by an authorized Officer only:
without. however, incurring any lability on the part of the Board of Directors. the Association
or any of them to any contra(ror subcontracror or materialmar on.account of such addition.
alteration or improvement. or to any person having claim for injury to person or cdlamage to pro-
pertyarising therefrom. Subject to the approval of any Mortgagee of such affected U Hltb the
Board of DlI’l’CfOI‘S and any Unit Owner affected tierebv any Umt may be subdivided or may be
altered so as 1o relocate the boundaries between such Unit and any adjommo’ Units., The Sec-
retary shall record any necessary amendment to the Declaration to effectuate such action pur-
suant o SLCLEOle 47C-2-112 0or 47C-2-113 of the Condominium Act.

' _Secnon 5.8. Restrictions on Use of Unijts and Common Elements; Rules and Regula-
tions.

(a) Restrictions., Each Unit and the Common Elements fhail be occupied and
used as follows:

{1} Except for the areas of the Condominium designared for recreational
use and except as provided in the Declaration, no Unit shall be used for other than housing
and the related common purposes for which the Property was designed. The Board of DlI’E‘C‘IOI‘S

may permn reasonable. temporary non-residential uses from time to time.

(2} Nothing shall be done or keprt in any Unit or in the Common Eles
ments which will increase the rate of insurance for the Property or any part thereof applicable
for residential use without the prior written consent of the Board of Directors. No Unit Owner
shall permit anything to be done or kept in the Unit or in the Common Elements which wili re-
sult'in the (mcx,lluuon of insurance on the Progerty or any part therof or which would be in
violation of any law. regulation or administrative ruling. No waste shall be comitted on the

C ommon [,lemmts
(3] No immoral. improper. of ffensive or unlawful use shalil be made of the

Property or any part thereof, and all valid laws. zoning ordinances and regulations of all govern-
mental agencies having jurisdiction thereof shalil be comphed with, by and at the sole expense
of the Lmt Owner or the Board of Directors, whichever shall have rthe obligarion to maintain or
repair such portion ot the Property. and. if the latter. then the cost of such compliance shalil be
a Common Expense.

{4} No Unit Owner shait ohstruct any of the Common Elemenis nor shall
any. Unit Owner place. or cause or permit anvthing o be placed on or in any of the Common
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Elements without the approval of the Board. Nothing shall be altered or constructed in or re-
moved from the Common Elements without the prior written consent of the Board of Directors
orthe Covenants Comuinittee, as appropriate. : :

- (5) The Common Elements shall be used only for the furnishing of ser-
vices and facilities for which the same are reasonably suited and which are incident to the use
and occupancy of the Units. The public halls and stairways shall be used for no purpose other
than for normal transit.

(6) No portion of any Unit (other than the entire Unit) shail be leased for

any period. Any lease or other agreement, whether oral or written, between a Unit Owner and a
lessee or other occupant shall be deemed to include, and shall be su bject to. provisions which
: (1) require the lessee or other occupany to comply with the Con-

dominium Instruments and Rules and Regulations, and
' (I} provide that failure to comply constitutes a default under the

lease or other agreement.
The Board of Directors may suggest a standard form lease for use by Unit Owners. The foregoing
provisions of this paragraph shall apply to a Mortgagee in posession of a Unit as a result of fore-
closure. judicial sale or a proceeding in lieu of foreclosure. {See Declaration Section 5.2 for ad-
ditional restrictions.) ,

Poe (7) Trailers, campers, recreational vehicles, boats and other large vehicles
may be parked on the Property only if expressly permitted by the Rules and Regulations and
only in such parking areas, if any, as may be designated for such purpose by the Board of Direc-
tors. No junk or derelict vehicle or other vehicle on which current registration plates are not
displayed shall be kept upon any of the Common Elements. Vehicie or boat repairs other than
ordinary light maintenance are not permitted on the Property. The Board of Directors shall
have the power to tow or “boot” any vehicle in violation of this paragraph upon which ten {10)
days prior written notice was affixed to such vehicle.

(8) The maintenance, keeping. boarding and/or raising of animals. live-
stock. poultry or reptiles of any kind. regardless of number, shall be and is prohibited within
any Unit or upon the Comon Elements, except that the keeping of small, orderly domestic pets
(e.g., dogs, cats or caged birds) not to exceed one (1) per Unit without the approval of the Board
of Directors, Is permitted, subject to the Rules and Regulations adopted by the Beard of Direc-
tors, provided, however, that such pets are not kept or maintained for commercial purposes or
for'breeding; and provided, further that tenants who occupy the property under leases or agree-
ments-of less than six (6) months duration shall not be permitted to keep or maintain pets of
any kind on the premises; and provided, further, that any such pet causing or creating a nui-

Sance or unreasonable disturbance or noise may be permanently removed from the Property.
‘However. no such pets shall be removed from the property by action of the Board of Directors

pursuant to this section unless the owner of such pet shall be given fourteen (14} days notice of
a hearing before the Board of Directors, at which time such pet owner shall be allowed to speak
to the issue. Such pets shall not be permitted upon the Common Elements unless accompa-
nied by an adult and unless carried or leashed. Any Unit Owner or lessee who keeps, maintains
or allows to be kept-any pet upon any portion of the Property shall be deemed to have indemni-
fied and agreed to hold the Unit Owners Association and each Unit Gwner free and harmless
from any loss. claim or liability of any kind or character whatever arising by reason of keeping or
maintaining such pet within the Condominium. All pets shail be registered with the Board of
Directors and shall otherwise be registered and innoculated as required by law. The Board of

‘Directors may: establish reasonable fees for registration of pets not to exceed the additional

costs incurred by the Unit Owners Association resulting from the presence of such pets.

- {9) Nosigns of any character shall be erected. posted or displayed uporn.
in, from or-about any Unit or Common Element without the prior written approval of the Board
of Directors. The foregoing provisions of this paragraph shall apply to a Mortgagee in posses-
sion-of a Unit as a result of foreclosure, judicial sale or a proceeding in lieu of foreclosure.

: (b) Changes to‘Rules and Regulations. Each Unit and the Common Elements
shall'be occupied and used incompliance with the Rules and Regulations which may be adopt-
¢d and amended by the Board of Directors. Copies of the Rules and Regulations shall be fur-
nished to each Unit Owner. - Changes to the Rules and Regulations shall be conspicuously
posted: prior to the time when the same shall become effective and copies thereof shall be fur-
nished to each Unit Owner upon request,

‘Section 5.9. Right of Access. By acceptance of the deed or conveyance. each Unit Owner
thereby grants a'right of'access to the Unit. pursuant to Section 47C-3-107 of the Condormini-
umAct and Article [V, Section 4.2(a) of the Declaration, to the Board of Directors or the Manag-
ing Agent, or any other person authorized by the Board of Directors or the Managing Agent. or

L
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any group of the foregoing, for the purpose of enabling the exercise and discharge of their re-

spective powers and responsibilities including, without limitation. making inspections. correct-
ing any condition criginating in the Unit or in a Common Element to which access is obtained
through the Unit and threatening another Unit or the Common Elements, performing installa-
tions. alterations or repairs to the mechanical or utility systems or the Common Elements in

the Unit or elsewhere in the Property. or to correct any condition which violates any Mortgage:
provided, however, that requests for entry-are made in advance and that any such entry is at a

.timé reasonably convenient to the Unit Owner. In case of an emergency, such right to entry
. shall be immediate, whether or not the Unit Owner is present.

" Secrion 5.10. Utility Charge. The cost of utilities serving the Condominium and not in-
dividually metered to a Unit shail be a Common Expense or a Limited Common Expense, as the

case may. be.

Section 5.11. Parking Spaces. Each of the parking spaces shall be subject to designa-
tier as-Limited Common Elements appurtenant to certain Units pursuant to the reservation in
Article HI, Section 3.5 of the Declaration. The cost of maintenance and repair of all parking
areas shall be a Commeoen Expense: provided. however. that the Board of Directors may impose
a Limited Common Expense charge upon Unit Owners to whose Unirs such Limited Common

Elemént parking spaces are appurtenant.

ARTICLE VI

Insurance

Section 6.1. Authoritv to Purchase; Notice.

(a) Except as otherwise provided in Article VI, Section 6.5 of these Bylaws. all in-
surance policies relating to the Property shall be purchased by the Board of Directors. The
Board of Directors and the Managing Agent shall not be liable for failure to obtain any covera-
ges required by this Article V1 or for any loss or damage resulting from such failure if such failure
is due to the unavailability of such coverages from reputable insurance companies. or if such
coverages are available but onlv at dernonstrably unreasonable cost. The Board of Directors
shall premptly furnish to each Unit Owner written notice of the procurement of, su bsequent
changes in. or termination of insurance coverages obtained on behalf of the Unit Owners Asso-
ciation in compliance with Section 47C-3-113 of the Condominium Act.

' {b) Each. pelicy shall provide that:
(1} The insurer waives any right to claim by wayv of subrogation against
the Unit Owners Association. the Board of Directors. the Managing Agentor the Unit Owner.

_.and their respective agents. employees. guests and, in the case of the Unit Cwners, the members
.of their househoids:

o (2) Such policy shall not be cancelled. invalidated or suspended due 1o
the conduct of any Unit Owner (inciuding his invitee. agents, employees and members of his
hiousehold) or of any member, officer or employee of the Board of Directors or the Managing
Agent without a prior demand in writing that the Board or the Managing Agent cure the defect
and neither shali have so cured such defect within sixty (60} days after such demand:

_ _ 13) Such policy may not be cancelled or substantially modified (including
cancellation for nonpayment of premium) without at least sixty (60) days prior written notice to
the Board of Directors. the Managing Agent and all Mortgagees.

(¢} ‘All policies of insurance shall be written by reputable companies licensed to
do business in the State of North Carolina. Physical damage policies shall be in form and sub-
stance and with carriers acceptable to Mortgagees holding a majority of the Mortgages [based
upon one (1] vote for each Mortgage owned).

Id) The deductible. If any. on any insurance policy purchased by the Board of Di-
rectors shall be a Common Expense: provided, however, that the Association may, pursuant to
Article V, Section 5.5(aj of these Bylaws, assess any deductible amount necessitated by the neg-
ligence, misuse or neglect of a Unit Owner against such Unit Owner.

Section 6.2, Physical Damage insurance.
(a) The Board of Directors shall obtain and maintain a blanket. "all-risk” form
policy of fire insurance with extended coverage. vandalism. malicious mischief. sprinkler leakage .
(if applicable). debris removal and water damage endorsements. insuring the entire Property [in-
ciuding all of the Units and the bathreom and kitchen fixtures initially installed therein by the
Declarant and the replacements thereto installed by the Declarant but not inctuding furniture,
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wallcoverings, furnishings or other personal property supplied or installed by Unit Owners), to-
gether: with all air-conditioning and heating equipment and other service machinery contained
therein and covering the interests of the Unit Owners Association, the Board of Directors and
all Unit- Owners and their Mortgagees, as, their interests may appear, (subject, however, to the
ioss payment and adjustment provisions in favor of the insurance trustee contained in Article
V1, Section 6.6 and Articie VII of these Bylaws), in an amount equal to one hundred percent
(10U%] of the then current replacement cost of the Property {exclusive of the land, excavations.
foundations and other items normally excluded from such coverage), without deduction for de-
preciation (such amount to be redetermined annually by the Board with the assistance of the
insurance company affording such coverage). The Board of Directors shall also obtain and
maijrntain such coverage on ail reai and personau property owiied by the Unit Owners Associa-

tion.

{b) Such policy shali alsc provide: ‘
{I] A waiver of any right of the insurer to repair, rebuild or repiace any
damage or destruction, if a decision is made pursuant to these Bylaws not to do so:
(2) The tollowing endorsements {or equivalent):

' (1 “no control” {to the effect that coverage shall not be pre-
jucticed by any act or neglect of any occupant or Unit Owner or thejr agents when suci act or
negiectis not within the controi of the insured, or the Unit Owners coliectively: nor by any faul-
ure of tiie insured. or the Unit Owners collectively, to comply with any warranry or condition
with regard to any portion of the Condominium over which the insured. or the Unit Owners coi-

lectively, have no controi);

(if} "cost of demolition™;
(i) “contingent liability from operation of building laws or
codes™;
{iv} “increased cost of consiruction™
vl “condominium replacement costs”; and
: (vi) “agreed amount” or elimination of co-insurance ciause:
and (3] That any "no other insurance” ciause expresmy exclude individual

Unit Owners' policies from its operation so that the physical damage policy purchased by the
Board:of Directors shall be deemed primary coverage and any individual Unit Owners’ policies
shall be deermed excess coverage. and in no event shall the insurance coverage obtained and
maintained by the Board of Directors hereunder provide for or be brought into contribution
with insurance purchased by individual Unit Owners or their Mortgagees, unless otherwise re-

quueu uy law.

{c} A aupucate ongmaJ of the poucy of physicai uamage insurance. ail renewais
thereox and any subpolicies or certificates and endorsements issued thereunder. together with
proof of premiwm payments shall be delivered by the insurer to any Mortgagee requesting the
same, at-least thirty (30) days prior to expiration of the then current policy. Prior to obtalning
any policy of physical damage insurance or any renewai thereof, the Board of Directors shall ob- :
tain an- appraisal from an insurance company, or such other source as the Board may deter-
mine, of the then current replacement cost of the Froperty (exclusive offthe land. excavations.
foundatiions:and other items- nonnauy exciuded from such coveragel, without deduction for de-
preciation,-for the purpose of aetermmmg the amount of pnys:ca; aamage insurance to be se-
cured pursuant to this Section. - All morcgagees shail be notfied promptiy of any evernt omno
riseto.a clalm-under.such policy arising trom damage to the Common Elements in excess or one
percent (%) of the then current replacement cost of the Property. The Mortgagee of a Unit shail
he notified promptly of any event givingrise to a claim under such policy arising from damage to

suciy Ull.lL

" Section 6.3. Liability Insurance, The Board of Directors shail obtain and maintain com-
pre'nensive general Iiabiijty [inciuding without limitation libel. siander. faise arrest and invasion
of privacy coveragej-and, property damage itabiiity insurance in such limits as the Board may
from.time-to ime determine, Insuring each director, each otficer, the Managing Agent and each
Unit-Owner agatnst any lability to. the public or ta the Unit Owners {and thell‘ invitees, agents
and employees) arising out of, or incident to the ownersmp or use of the Common Elements.
Such insurance shall De issued on a “comprehensive liability basis’ and shali contatn:

(a) across uaeﬂity endorsement under which the rights of a narned insured
under the policy shail not be prejudiced with respect to his action against another named in-

sured’

(b} hired and non-owned vehicie coverage;

lc) host hquor liability coverage with respect to events sponsored by the Unit
aners Association: .
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(d) deletion of the normal products exclusion with respect to events sponsored
by the Unit Owners Association; and

(e) a "severability of interest” endorsement which shall preclude the insurer from
denying lability coverage to a Unit Owner because of negligent acts of the Unit Owners Associa-
tion or of another Unit Owner.
The Board of Directors shall review such limits once each year. but in no event shall such in-
surance be less than one million dollars ($1,000,000.00) covering all clatms for bodily injury or
property damage and personal injury arising out of one occurrence. Reascnable amounts of

“umbrella” lability insurance in excess of the primary limits shall also be cbtajned in an

~amount not less than three million dellars ($3.000,000.00).

Section 6.4. Other Insurance. The Board of Directors shall obtain and maintain:

(a) adequate fidelity coverage to protect against dishonest acts on the part of the
officers. directors, trustees and employees of the Unit Owners Asscciation and all others who
handle. or are responsible for handling, funds of the Association. including the Managing
Agent. Such fidelity bonds shall:

{1) name the Unit Owners Association as an obligee;

(2) be written in an amount not less than one- half (1/2] the total an-
nual condominium assessments for the year or the amount required by the Mortgagees.the Fed-
eral National Mostgage Association or the Federal Home Loan Mortgat,e Corporatlon whichever

is greatest; and

(3) contain waivers of any defense based upon the exclusion of persons
who serve without compensation from any definition of “employee” or similar expression:

: (B) if required by any governmental or quasi-governmental agency. including
mthout limitation the Federal National Mortgage Assoc1atlon Federal Home Loan Mortgacse
Corporation. Veterans Administration, or Federal Housing Administration, flood insurance in
accordance with the then applicable regulations of such agency:

(c} worlkimen's compensahon insurance if and to the extent necessary to meet
the requirements of law (including a vo]untary employees endorsement and an “all siates” en-
dorsement);

. (d) broad form machmery and pressure vessel explosion insurance (if applicable)
In an amount not less than five hundred thousand doliars ($500,000.00) per accident per loca-

tion:
{e) directors and officers liability insurance in an amount net less than one mil-

lior: dollars ($1,000,000.00); and
(f) such other insurance as the Board of Dlrectors may determine or as may be

requested from time to time by a Majority Vote. .

Schon 6.5, Separare Insurance. Each Unit Owner shall have the right to obtain insur-
ance for such Unit Owner's benefit, at such Unit Owner's expense. covering the Unit and such
Unit Owner's personal property and personal liability, as well as any improvements made to the
Unit by such Unit Owner (under coverage nermally called ' merovemeﬁts and betterments cov-
erage”); provided. however. that no Unit OWner shall be entitled to exercise this right toc acquire
or mamtam such insurance coverage as as to decrease the amount which the Board of Direc-
tors, .on behalf of all Unit Owners, may realize under any insurance policy maintained by the
Boa:d 01 to-cause any, insurance coverage maintained by the Board to be brought into contribu-
tion with insurance coverage obtained bv a Unit Owner. No Unit Owner shall obtain separate
insurance policies on the Condominium except as provided in this Section.

Section 6.6. Insurance Trustee.
(a} All.physical damage insurance policies purchased by the Board of Directors

shall be for the benefit of the Unit Owners Association, the Unit Owniers and their Mortgagees

as their interests may appear, and shail pI‘OVlClC that all proceeds of such policies shall be pald

in trust to the Board as “insurance trustee” to be applied pursuant to the terms of Article VII of
these Bvlaws.

. -(b).-The sole duty of the insurance trustee shall be to receive such proceeds as are
pajd to it and to hold the same.in trust for the purposes elsewhere stated in these Bylaws. for
the beneﬁt of the insureds.and their beneficiaries thereunder.

ARTICLE VII

Repair and Reconstruction After Fire or Other Casuairy

Section 7.1. When Repair and Reccnsiruction are Required. Except as otherwise pro-
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vided in Article VII, Section 4 of these Bylaws, in the event of damage to or destruction of all or
any part-of any building as a result of fire or other casualty, the Board of Directors shall arrange
for and supervise the prompt repair and restoration thereof (including any damaged Units. and
the floor:coverings, kitchen or bathroom fixtures and appliances initially installed by the Decla-
rant, but not including any furniture, furnishings, fixtures, equipment or other personal pro-
perty supplied or installed by the Unit Owners in the Units}. Notwithstanding the foregoing,
each Unit Owner shall have the right to supervise the redecorating of the Unit.

- " Section 7.2. Procedure for Reconstruction and Repair.

. (a) Cost Estimpates. Immediately after a fire or other casualty causing damage to
any portion of any building, the Board of Directors shall obtain reliable and detailed estimates
of the cost of repairing and restoring such portion (including any damaged Units and any floor
coverings and kitchen and bathroom fixtures and appliances initially installed by the Decla-
rant, and the replacements thereof instailed by the Declarant. but not including any other
furniture, furnishings, fixtures or equipment installed by the Unit Owner in the Unit) to a con-
dition as good as that existing before such casualty. Such costs may also include professional
fees and premiums for such bonds as the insurance trustee determines to be necessary.

: (b) Assessments. If the proceeds of insurance are insufficient to defray such esti-
mated:-costs of reconstruction and repair, or if upon completion of reconstruction and repair,
the funds for the payment of'the costs thereon are insufficient, the amount necessary to com-
plete such reconstruction and repair may be obtained from the appropriate reserve or replace- -

‘ment fund and/or shall be deemed a Common Expense and a special assessment shall be levied

therefor.
(c) Plans and Specifications. Any such reconstruction or repair shall be sub-
stantially in ‘accordance with the original construction of the Property, subject to any modiflca-
tions required by changes in applicable governmental regulations. and using contemporary
building materiais and technology to the extent feasible: provided, however, that other action

may be taken if approved by at least fifty-one percent (51%) of the Mortgagees.,

-+ Section 7.3. Disbursements of Construction Funds,

: {a} Construgtion Fund and Disbursement. The proceeds of insurance collected
on account of-casualty.:and the sums received by the insurance trustee from collections of as-
sessments against Unit Owners on account of such casualty, shall constitute a construction
fund which shall be disbursed in payment of the costs of reconstruction and repair in the fol-

lowing manner:

‘ ' (1) If the estimated cost of reconstruction and repair is less than ten per-
cent (10%) of the thenscurrent replacement cost of the Property, then construction fund monies
shall be disbursed in-payment of such costs upon,order of the Board of Directors; provided,
however, that upon request of twenty percent [20%) of the Mortgagees (based upon one (1) vote
for each Mortgage owned), such fund shall be disbursed pursuant to Paragraph (2).

RN g (2) Ifthe estimated cost of reconstruction and repair is ten percent (10%)
of the.then current repiacement cost of the Property or more, then the construction fund shall.
unless-waived by sixty-seven percent.(67%) of the Mortgagees, be disburéed in payment of such
costs upon-approval of-an‘architect qualified to practice in North Carolina and employeed by
the insurance trustee to:supervise such work, with payment to be made from time to time as the
work:progresses. The architect shall be required to furnish a certificate giving a brief description
of the services and materials furnished by various contractors, subcontractors. materialmen.
the architect and other‘persons who have rendered services or furnished materals in connec-

tion with the work stating that:
(1) the sums requested by them in payment are justly due and

- owing and that such sums do not exceed the value of their services and materials furnished:

i . (i) ‘there is no other outstanding indebtedness known to such
architect:for the services and materials described; and
LT (1) the cost as estimated by such architect for the work re-

maining to be done subsequent to the date of such certificate does not exceed the amount of
the construction fund remaining after payment of the sum so requested.

et (b)) Surplus., ~“The first monies disbursed in payment of the cost of reconstruction
and repair-shall be from insurance proceeds and, if‘there is a balance in the construction fund
after the payment of alf-of the costs of the reconstruction and repair for which the fund is es-
tablished, such balance shall be divided arnong all Unit Owners in proportion to their Common
Element Interests and shall be distributed in accordance with the priority of interests at law or

in equity in each Unit: o
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(c) Common Elements. When the damage !s to both Common Elements and
Units. the insurance proceeds shall be applied first to the cost of repairing those portions of the
Common Elements which enclose and service the Units, then to the cost of repairing the other

Common Elements and thereafter to the cost of repairing the Units.
(d) Certificate. The insurance trustee shall be entitled to rely upon a certificate

executed by the President or Vice President, and the Secretary, certifying:

R (1} whether the damaged Property is required to be reconstructed and re-
palred:
o (2} the name of the payvee and the amount to be paid with respect to dis-
bursement from any construction fund whether surplus funds to be distributed are less than

the assessments paid by the Unit Owners: and
. (3) all other matters concerning the holding and disbursing of any con-

struction fund. Any such certificate shall be delivered to the insurance trustee promptly after
request.

Section 7.4, When Reconstruction Is Not Reguired. If the Board of Directors elects not
to repair insubstantial damage to the Commen Elements, the Boa{d of Directors shall rernove
all remains of the damaged improvements and restore the site therof to an acceptable condition
compatible with the remainder of the Condominium,. and the balance of any insurance proceeds
received on account of such damage shall be distributed among all Unit Owrers in proportion
to their respective Common Element Interests. If the Condominium shall be terminated pursu-
ant to Section 47C-2-118 of the Condominium Act, the net assets of the Condominium together
with the net proceeds of insurance policies, if any, shall be divided by the insurance trustee
among all Unit Owners in proportion to their respective Common Element Interest after first
paving out of the share of each Unit Owmer. to the extent sufficient therefor, the amount of any
unpaid liens on his Unit if1 the order of priority of such liens.

ARTICLE VIII

Mortgages

~ Section 8.1. Notice to Board of Directors. A Unit Owner who mortgages his Unit shall
notify the Board of Directors of the name and address of the Mortgagee and shall file a conform-
ed copy of the note and Deed of Trust with the Board.

- Section 8.2. Notice of Default, Casualty or Condemnation. The Board of Directors when
giving notice to any Unit Owner of any default in the performance by the Unit Owner of any ob-
ligation under the Condominium Instruments. mcluding any default in paying assessments for
Common Expenses which default remains uncured for sixty (60) days. shall simuitaneously
send a copy of such notice to the Mortgagee of such. Unit. Each Mortgagee shall also be notified
promptly of anyv casualty when required by Article VI, Section 6.2(c) of these Bylaws, all actions
taken under Article VII of these Bylaws, and any taking in condemnatébn or by eminent domain
pursuant to Section 47C-1-107 of the Condominium Act and actions of the Unit Owners Asso-

ciation with respect thereto.

. Secton 8.3. Notice of Proposed Action Requiring Mortgagee Approval. The Board of Di-
rectors shall give notice to.all Mortgagees seven (7) days prior to the date on which the Unit
Owners Association proposes to take any action requiring Mortgagee approval pursuant to

these Bylaws. including materially-amending the Condominium Instruments.

" Section 8.4. ‘Notice of Change in Managing Agent. The Board of Directors shall give no-
tice to all Mortgagees requesting such notice thirty (30) days prior to changlng the Managing

Agent.

. Section 8.5, Morigagees' Approvals,
(a) Two-Thirds (2/3) Vote. Unless at least sixty-seven percent (67%) of the Mort-

gagees and'at least sixty-seven percent (67%) of the Unit Owners have given their prior written
approval. the Unit Owners Association shall not:

.o 7l lexcept following destruction or condemnation) change any Unit's
Comrmon Element Interest'except as provided in Section 47C-1-107 of the Condominium Act
fand except as may result from the creation of common elements on convertible land);

) _ (2) (except following destruction or condemnation) partition. subdivide,
abandon, eneumber, sell or transfer the Common Elements of the Condominium {excepr for the
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4
granting of utility easements, etc., pursuant to Section 47C-3-102(9) of the Condominium Act):
{3} (except following destruction or condemmnation) by act or omission
withdraw the submission of the Property to the Condominium Act, except as provided in Sec-

tionn 47C-2-118 of the Condominium Act; ‘
(4) modify the method of determining and collecting assessments or allo-

cating distributions of casualty insurance proceeds or condemhation awards;
(5) use hazard insurance proceeds for losses to the Condominium for any

purpose other than repair. replacement or restoration except as provided in Article VII, Section
7.4 of these Bylaws.

(b) Majority Vote. Unless at least fifty-one percent (51%) of the Mortgagees and
at least sixty-seven percent (67%) of the Unit Owners have given their prior written approval.

the Umt Owners Association shall not:
(1) foilowing destruction or condemnation. change any Unit's Common

Element Interest except as provided in Section 47C-1-107 of the Condominium Act:
: (2) following destruction or condemnation, by act or omission. mthdraw
the submission of the Property to the Condominium Act, except as provided by Section 47C-2-

1 18 of the Condominium Act; and
(3) add or amend any material provisions,of the Condominium Instru-

ments which establish, provide for. govern or regulate any of the foilomng

{i) vodng;

(i) assessments, assessment liens or subordination of such
liens:

(iti) reserve for maintenance, repair and replacement of the
Common Elements {or Unijts, if applicable);

() insurance or fidelity bonds;

v) rights to use of the Common Elements;

{vi) maintenance responsibility;

{vii) expansion or contracton of the Condominium or conver-

sion of Convertible Land;
(viii}  boundaries of any Unit;

(ix) the interests in the Commeon Elemenis or Limited Common
Elements;
o ‘ : {x) - convertibility of Units into Common Elements or of Com-
-mon Elements into Units; '
' {xi)  leasing of Units;

(xii)  imposition of any right of first refusal or similar restriction

on the right of a Unit Owner to sell. transfer, or otherwise convey the Unit; or
{xiii) any provisions which are for the express benefit of Mort-

gagees.

(¢} Non-Material Amendments; Presemptive Approval. Any addition or amend-
ment to the Condominium Instruments shall not be considered material if it is for the purpose
of:correcting technical errors. or for clarification only. A Mortgagee who is notified of additions
or amendments and who does not deliver or post to the requesting a negative response
within thirty (30) days of such notice shall be deemed tc have approved such request

Section 8.6. Other Rights of Mortgagees, All Mortgagees or their representatives shall
have the right to attend and to speak at meetings of the Unit Owners Association, but shall not
have the right to vote ‘at such meetings unless so provided by the Condominium Instruments or
the Condominium Act.” All such Mortgagees shall have the right to examine the Condominium
Instruments. the Rules and Regulations and books and records of the Condominium. to receive
the annual report pursuant to Seenon 55-79.93 of the Condominium Act. and to require the
submission of annual financial reports and other budgetary information.

ARTICLE IX
Compliance and Default

Section 9.1. Relief, Each Unit Owner shall be governed by. and shall comply with, the
Condominium Instruments and the Condominium Act as the same may be amended. In addi-
tion:to'the remedies ‘provided in Section 47C-3-107A of the Condominium Act. a default by a
Unit:Owner shall entitle the Unit Owners Association, acting through its Board of Directors or
through the Managing Agent. to the following relief:

: (a) - Additional Liability. Each Unit Owner shall be liable for the expense of all
mamtenance repalr or replacement rendered necessary by such Unit Owner's act. or the neglect

+
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or carelessness of any member of such Unit Owner's family or such Unit Owner's employees.,
agents or licensees, but only to the extent that such expense is not covered by the proceeds of
insurance carred by the Board of Directors. Such liability shall include any increase in casu-
alty insurance rates occasioned by use, misuse, occupancy or abandenment of any unit or its
appurtenances. Nothing contained herein, however, shall be construed as modifying any waiver
by any insurance company of its rights of subrogation.

. (b) Costs and Attorney's Fees, In any proceedings arising out of any alleged de-
fault by a Unit Owner, the prevailing party shall be entitled to recover the costs of such proceed-
ing and reasonable attorney's fees.

: (c} No Waiver of Rights, The failure of the Unit Owners Association, the Board of
Directors or of a Unit Owner to enforce any right, provision, convenant or condition which may
be-granted by the Condominium Instruments or the Condominium Act shall not constitute a
waiver of the right of the Association, the Board or the Unit Owner to enforce such right, provi-
sion. covenant or condition in the future. All rights. remedies and privileges granted to the Unit
Owners Association. the Board of Directors or any Unit Owner pursuant to any term. provision,
covenant or condition of the Condominium Instruments or the Condominium Act shall be
deemed to be cumulative and the exercise of any one or more théreof shall not be deemed to
constitute an election of remedies, not shail it preclude the party exercising the same from exer-
cising such other privileges as may be granted to such party by the Condominjum Instrurnents
or the Condominiium Act. or at law or in equity.

: {d} Interest. If any Unit Owner shall default in paying any sum assessed against
the Condominium Unit which continues for a period in excess of fifteer (15) days. interest at a
rate.not to exceed the lower of the maximum permissible interest rate which may be charged by
a Mortgagee under a Mortgage at such time or eighteen percent (18%) per annum may be im-
posed in the discretion of the Board of Directors -on the principal amount unpaid from the date
due until paid. : :

: (e) Abating and Enjoining Viglations by Unit Owners. The viclation of anv of
the Rules and Regulations adopted by the Board of Directors or any provision of the Condomin-
ium'Instruments or the Condominium Act shatl give the Board of Directors the right, in add;-

tion to any other rights set forth in these Bylaws:
‘ {1} to enter the Unit in which, or as to which, such violation or breach

exdsts and summarily to abate and remove, at the expense of the defaulting Unit Owner. any
structure. thing or condition that may exist therein contrary to the intent and meaning of the
provisions hereof. and the Board of Directors shall not thereby be deemed guilty in any manner

of trespass: or

_ . {2} to enjoin, abate or remedy by appropriate legal proceedings, either at
law or in equity. the continuance of any such violation. s

(f) Legal Proceedings. Failure to comply with any of the Condominium Instru-
ments and the Rulés and Regulations shall be grounds for relief, including without limitation.
an 'acton to recover any sums due for money damages, injunctive relief, foreclosure of the lien
for payment of all assessments, any other relief provided for in these ylaws or any combination
thereof and any other relief afforded by a court of competent jurisdiction. all of which relief may
be sought by the Unit Owners Association, the Board of Directors, the Managing Agent. or. if
appropriate, by any aggrieved Unit Owner and shall not constitute an election of remedies.

- (g} Fines. Pursuant to Section 47C-3-107A of the Condominium Act. the Board
of Directors and the Covenants: Committee may levy reasonable fines not to exceed one hundred
fifty dollars {$150.00) against Unit Owners for violations of the Rules and Reguiations. the Con-
dominium Instruments or the Condominlum Act, provided that the unit owmner or his assignee
has been notified of the violation and consequences therecf. No fine may be levied for more
than one (1) violation: but.each day a violaticn continues. after notice is given to the Unit
Owner. is a separate violation. If.a Unit Owner requests in writing a hearing before the fine is
imposed. the impaosition of the fine shall be suspended untii the hearing is held. Fines are
special assessments and shall be collectible as such.

Section 9.2. Lien for Assessments.
(a) Lien, The total annual assessment of each Unit Owner for Common Ex-

PETISES or any special assessment, or any other sum duly levied {including without limitation
fines. interest. late charges. etc.), made pursuant to these Bylaws, is hereby declared to be a lien
levied against the Condominium Unit of such Unit Owner pursuant to Section 47C-3-116 of
the Condominium Act. which lien shall with respect to annual asessments, be effective on the
first'day.of each fiscal year of the Condominium and, as to special assessments and other sums
duly levied. on the first day of the next month which begins more than ten (10) days after nortice
to the Unit Gwner of such special assessmeht or levy. The Board of Directors or the Managing
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Agent may file or record such other for further notice of any such Hen, or such other or further
document, as may be required to confirm the establishment and priority of such lien.

- , {b) Acceleration. If an assessment against a Unit Owner is payable in install-
ments, upon a default by such Unit Owner in the timely payment of any two (2) consecutive in-
stallments, the maturity of the remaining total of the unpaid installments of such assessments
may be accelerated, at the option of the Board of Directors, and the entire balance of such as-
sessment may be declared due and payable in full by notice to the defaulting Unit Owner and
his Mortgagee by the Board of Directors or the Managing Agent.

: {c) Enforcement. The lien for assessments may be enforced and foreclosed in any
manner permitted by the laws of the State of North Carolina by power of sale pursuant to Arti-
cle-IX; Section 9.3 of these Bylaws or by an action in the name of the Board of Directors. or the
Managing Agent, acting on behalf of the Unit Owners Association. During the pendency of
such:suit, the Unit Owner shall be required to pay a reasonable rental for the Unit for any peri-
od prior to the sale pursuant to any judgment or order of any court having jurisdiction over
such:sale. The plaintiff in such proceeding shall have the right to the appointment of a re-

~ceiver, if available under the laws of the State of North Carolina.

-Section 9.3. Supplemental Enforcement of the Lien. In addition to the proceedings at

law-or.in equity for the enforcemnt of the lien established by the Condominium Instruments or
the Condominium Act, all of the Unit Owners may be required by-the Board of Directors to exe-
cute bonds conditioned upon the faithful performance and payment of the installments of the .
Hen established thereby and may likewise be required to secure the payment of such obligations
by recording a declaration of trust in the land records where the Condominium Instruments are
recorded granting-unto one (1) or more trustees appropriate powers such that upon default in
the performance of such bond, such declaration of trust may be foreclosed by such trustees
acting at the direction of the Board of Directors. If any such bonds have been executed and
such declaration of trust is recorded. then any su bsequent purchaser of a Unit shall take title
subject thereto and shall assume the obligations provided for therein. :

-..Section 9.4, Subordination and Mortgage Protection. Notwithstanding anything to the
contrary herein. the lien of any assessment levied pursuant to these Bylaws upon any Unit {and
any penalties, interest on assessments. late charges or the like) shall be subordinate to, and
shall in no way affect the rights of the holder of a Mortgage made in good faith for value re-

- celved: provided, howeyer, that such subordination shall apply only to assessments which have
become due and payable prior to a sale or transfer of such Unit pursuant to foreclosure, or anv
proceeding in leu of foreclosure. Such sale or transfer shall niot relieve the purchaser of the
Unit at such sale from Hability for any assessments thereafter becoming due. nor from the lien
of any such subsequent assessment. which lien shall have the same effect and be enforced in

the same manner as provided. herein. ‘

ARTICLE X
&

Amendments fo Bvlaws

_Section 10.1. Amendments. These Bylaws may not be modified or amended except by a
‘vote of two-thirds (273) of the unit owners present (in person or by proxy) at a meeting of the
Unit Owners at which a quorum is present. All amendments to the Bylaws shall be prepared
and recorded by the Secretary, and transmitted to the Unit Owners in a timely manner.

Section 10.2. Approval of Mortgagees. These Bylaws contain provisions concermning vari-
ous.rights, prioritics, remedies, and interest of Mortgagees. Such provisions in these Bylaws are
to'be construed as covenants for the protection of such Mortgagees on which they may rely in
making loans secured by Mortgages. Accordingly, no amendment or modification of these By-
laws impairing or affecting such rights. priorities. remedies or interests of a Mortgagaee shall be
adopted without the prior written consent of such Mortgagees.

ARTICLE XI
Miscellaneous

Section 11.1. Notices. All notices, demands. bills. statements or other communications
under these Bylaws shall be in writing and shall be deemed to have been duly given if delivered
personally or sent by-United States mail, postage prepaid. or if notification is of a default or lien,
sent by certifled United States madl, returnrecelpt requested. postage prepaid:
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(a} if to a Unit Owner, at the address which the Unit Owner shall designate in
writing and file with the Secretary, if any, and at the address of the Unit of such Unit Owner: or
. (b} if to the Unit Owners Association, the Board of Directors or to the Managing
Agent. at the principal office of the Managing Agent or at the principal address as shall be desig-
nated by notice in writing to the Unit Owners pursuant to this Section. Ifa Unit is owned by
more than one (I} person, each such person who so designates an address in writing tc the
Secretary shall be entitled to receive all notices hereunder.

_ Section 11.2. Captions. The captions herein are inserted only as a matter of conveni-
ence and for reference, and in no way deflne, limit or describe the scope of these Bylaws or the

intent of any provision hereof.
~Section 11.3. Gender. The use of the masculine gender in these Bylaws shall be deem-

ed to include the feminine and neuter genders and the use of the singular shall be deemed to
include the plural. and vice versa, whenever the context so requires.

- Section 11.4. Construction. The Condominium Instruments are intended to comply
with all of the appiicable provisions of the Condominium Act and shall be so interpreted and

applied.
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