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NORTH CAROLINA DECLARATION OF CONDOMINIUM
FOR
FORSYTH COUNTY DEACON RIDGE

JOHN KAVANAGH COMPANY, a North Carolina corporation with its principal place of business
in Guilford County, North Carolina (hereinafter referred to as "Declarant") does hereby make, declare
and establish this Declaration of Condominium as and for the plan of dwelling ownership of DEACON
RIDGE CONDOMINIUMS, being the property and improvements hereinafter described.

L
ESTABLISHMENT OF CONDOMINIUM

Declarant is the owner of the fee simple title to that certain real property situated in Winston Township,
Forsyth County, State of North Carolina, which property is shown as Map 1 on Exhibit "A" attached
hereto and incorporated herein by reference, and on which property there have been constructed one (1)
three-story building containing a total of twelve (12) condominium living units and their supporting
facilities, areas designated for parking spaces and other appurtenant improvements. The building is of
wood frame construction as more particularly shown on Exhibit "A" hereto. There is no basement.
Declarant does hereby submit the above-described property and improvements to condominium
ownership under the provisions of Chapter 47C of the General Statutes of North Carolina (North Carolina
Condominium Act), and hereby declares the same to be a condominium to be known and identified as
“Deacon Ridge Condominium," sometimes hereinafter referred to as the "Condominium." It is the intent
of Declarant that the provisions of this Declaration in all respects conform and comply to the
requirements set forth in North Carolina Condominium Act. To the extent any provision contained herein
does not conform or comply with the North Carolina Condominium Act, the provisions of the Act shall
control.

IL

SURVEY AND DESCRIPTION OF IMPROVEMENTS

Annexed hereto and expressly made a part hereof as Exhibit "A," consisting of & page(s),
is a survey of the land and graphic descriptions and plans of the improvements constituting the
Condominium (the "Condominium Plan"), identifying the Units and Common Elements, as said terms
are hereinafter defined, and their respective locations, approximate dimensions and principal building
materials. Each Unit has been assigned an Identifying Number on said Exhibit "A," and no Unit bears
the same Identifying Number as any other Unit. The Condominium Plan is recorded in Condominium
Plat Book _S~ , Page(s) ﬂﬁ =[]0, in the Office of the Register of Deeds, Forsyth County, North
Carolina (the “Forsyth County Registry™).
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III.
DEFINITIONS
The Condominium consists of Units and Common Elements, as said terms are hereinafter defined.
A. Units as the term is used herein shall mean and comprise the twelve (12) separately identified

Units that are designated in Exhibit "A" to this Declaration, excluding, however, all spaces and
improvements lying:

1. Beneath the subflooring material of all floors;

2. Beneath the interior surfacing material of all perimeter walls, interior bearing walls
and/or bearing partitions;

3. Above the interior surfacing material of the ceilings;

and further excluding all pipes, ducts, wires, conduits and other facilities for the furnishing of utilities
and other services to Units and Common Elements up to and including the point of entry of such pipes,
ducts, wires and conduits through the interior surfacing material for walls and ceilings and subflooring
surfacing material for floors. All pipes, ducts, wires, conduits and other such facilities shall become a
part of the respective Units at such point of entry.

As shown on Exhibit "A," immediately to the rear of certain Condominium Units there is either a patio
(first floor Units) or a balcony (second and third floor Units). Each such patio or balcony is a part of the
Unit to which it is attached. The Storage Areas and the Water Heater Areas located to the rear of each
Unit are also a part of the respective Unit which they adjoin, as shown on Exhibit "A." All fireplaces,
including dampers, are a part of the respective Unit which they serve. All chimneys shall be part of the
Common Elements, as defined below.

B. Common Elements shall mean and comprise: (i) all of the real property, improvements and
facilities of the Condominium other than the Units; and, (ii) all personal property held and maintained
for the use and enjoyment of all the Unit Owners. The parking areas and walkways which are Common
Elements of the Condominium are as depicted on the Condominium Plan. Recorded maps or plats of the
Condominium may identify “COMMON RECREATIONAL AREAS,” which, if shown, are areas
required by the City of Winston Salem to be designated. Declarant reserves the right, but not the
obligation, to place and construct decking, a gazebo, picnic areas, picnic tables, grills, and/or other similar
improvements within these areas and any other portions of the Common Elements, which improvements,
if so placed and constructed, shall become part of the Common Elements of the Condominium. NO
OTHER RECREATIONAL AMENITIES EXIST OR ARE PROPOSED TO BE CONSTRUCTED
BY DECLARANT AS PART OF THE CONDOMINIUM. Pursuant to rules and regulations from
time to time promulgated by Deacon Ridge Condominium Homeowners Association, Inc., herein
referred to as the “Association,”upon request and after such notice as the rules and regulations may
require, the Association, in the sole discretion of the Association’s Executive Board or its designee,
may allow a Member of the Association exclusive use of all or certain portions of any such decks,
gazebo, picnic areas, picnic tables, grills, and/or other similar improvements or areas which may be a
part of the Common Elements for private events for a period not to exceed twenty-four (24) hours.
Such rules and regulations may require that fees and/or deposits be paid to the Association in
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connection with such exclusive private use. Any damage to the Common Elements or any
improvements located thereon during any such private event and any liability incurred by the
Association as a result thereof not covered by insurance maintained by the Association (including any
deductible) shall be the personal obligation of the Member or Members (joint and several) reserving
such portions of the Common Elements and if not paid within thirty (30) days of written demand
therefor shall be subject to collection by the Association in accordance with the provisions of Article
XXVT hereof.

As more particularly set forth in Article VII hereof, the Unit Owners, as members of Master
Association, as hereinafter defined, have the right, subject to the Master Declaration, as hereinafter
defined, and governing documents of such Association, to use and enjoy any Master Association
Common Elements, which Master Association Common Elements and any facilities which are now or
may hereafter be located thereon are more particularly described in Article VII hereof and in the Master
Declaration. The Master Association, its agents, employees, contractors, guests and invitees, shall have
such easements on, across and over the Common Elements, and Declarant hereby declares that the
Common Elements shall be held, sold and conveyed subject to such easements, as shall be reasonably
necessary for ingress, egress and regress to and from any Master Association Common Elements and
as may be reasonably necessary in the discharge of any obligations imposed on the Master Association
under the Master Declaration. In addition, Declarant hereby declares that the Common Elements shall
be held, sold and conveyed subject to an easement for ingress, egress and regress over and upon all
private roadways now or hereafter located within the Common Elements for the benefit of all Members
of the Master Association, their family members, guests and invitees.

C. Certain portions of the Common Elements are reserved for the use of a particular Unit or Units
to the exclusion of other Units and are designated as "Limited Common Elements." Limited Common
Elements and the Units to which they are reserved are as follows:

1. Any shutters, awnings, window boxes, doorsteps, stoops and all exterior doors, window
frames, panes and screens designed to serve a single Unit but located outside the Unit's boundaries are
allocated exclusively for the use of that Unit.

2. Any entrance breezeway, stairway, elevator, hall and landing located in any building is
reserved for the use of and allocated to the Unit Owners of Units in that building, their families, guests,
invitees and lessees.

D. To the extent any Unit or Common Element encroaches on any other Unit or Common Element
as a result of the construction, reconstruction, repair, shifting, settlement or movement of any portion of
the improvements, a valid easement for the encroachment shall exist for so long as the encroachment
exists.

E. The terms "Allocated Interests," "Association," "Common Elements," "Common Expenses,"
"Common Expense Liability," "Condominium," a “declarant,” "Declaration,” "Development Rights,"
"Executive Board," "Identifying Number," "Limited Common Element," "Residential Purposes," "Special
Declarant Rights," "Unit," "Unit Owner," and "Lessee," unless it is plainly evident from the content of
this Declaration that a different meaning is intended, shall, as used herein, have the meaning set out in
Section 47C-1-103 of Chapter 47C of the General Statutes of North Carolina, known as the North
Carolina Condominium Act, as that statute exists as of the date of the filing of this Declaration.
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IV.

OWNERSHIP OF UNITS AND
ALLOCATED INTEREST IN COMMON ELEMENTS

Each Unit shall be conveyed and treated as an individual property capable of independent use and fee
simple ownership, and the Unit Owner of each Unit shall also own, as an appurtenance to the ownership
of each said Unit, an Allocated Interest in the Common Elements. The Allocated Interest appurtenant
to each Unit as of the date of this Declaration is as set out in Exhibit "B" attached hereto and made a part
hereof. The Allocated Interest in the Common Elements appurtenant to each Unit as shown in said
Exhibit has been determined by dividing the Common Elements equally among all Units of the
Condominium on the date of this Declaration.

hmﬂﬁd.CDmmmElﬂﬂQﬂlS Declarant hereby reserves the nght for seven (7) years frorn the date of
recording of this Declaration to add additional real estate to the Condominium, and to create upon such
additional real estate additional Units, Common Elements and Limited Common Elements, all without
the consent of any Unit Owner or mortgagee. In the event Declarant elects to create additional Units
either by adding additional real estate to the Condominium, such expansion could result in the addition
of up to two hundred fifty-two (252) additional Units. The total number of Units in the Condominium
shall not exceed two hundred sixty-four (264). Additional real estate, if added to the Condominium, will
be located within the land described in Exhibit " C" attached hereto and incorporated herein by reference.
Declarant shall have no obligation of any kind to add any or all of the additional real estate described
herein to the Condominium. The types of buildings and the architectural style, size and construction
quality of any Units added to the Condominium pursuant to this Article V, Section A shall be similar to
the existing Condominium building and Units; provided, however, the types of buildings and the
architectural style and size of any Units added to the Condominium may be varied by the Declarant with
the prior approval of each of the following which holds, insures or guarantees any mortgage on any Unit
in the Condominium: the Department of Housing and Urban Development (“HUD”), the Federal
National Mortgage Association (“FNMA”), the Federal Home Loan Mortgage Corporation ("FHLMC")
and the Department of Veterans Affairs (“VA”).

The lien of any deed of trust or mortgage encumbering any portion of any property added to the
Condominium pursuant to this Paragraph shall be subordinated to the terms and provisions of this
Declaration. Declarant shall pay (or if disputed, bond) all taxes and other assessments imposed on any
property added by Declarant to the Condominium pursuant to this Paragraph covering any period prior
to the addition of such property. In addition, Declarant shall promptly satisfy or bond any lien arising
from the construction of improvements by Declarant and imposed on any portion of the Condominium
other than Units owned by Declarant. All improvements intended as additional units, Common Elements
and Limited Common Elements shall be substantially complete prior to the annexation of such
improvements.

In the event Declarant elects to add additional real estate to the Condominium and thereby creates
additional Units, then the Allocated Interest in the Common Elements appurtenant to each Unit will
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change. The proportional interest in the Common Elements appurtenant to each Unit will be determined
by dividing the Common Elements equally among all Units of the Condominium, including all additional
Units created pursuant to this paragraph. In the event Declarant elects to add additional real estate to the
Condominium, Declarant shall, in each instance, file an amendment to this Declaration stating the
Allocated Interest in the Common Elements appurtenant to each Unit then a part of the Condominium
at the time of such filing, including any additional Units thereby created.

B. isi ights. In the event Declarant exercises any of its
development rights under Paragraphs A of this Article, Declarant shall prepare, execute with the same
formalities as a deed, and record an amendment to this Declaration in the Forsyth County Registry, such
amendment to refer specifically to the recording data identifying this Declaration. Such amendment shall
assign an Identifying Number to any new Unit created thereby, describe any new Common Elements and
Limited Common Elements created thereby and, in the case of the latter, designate the Unit(s) to which
such Limited Common Elements are reserved.

In addition to the execution and recordation of the amendment to the Declaration described above,
Declarant shall record in the Forsyth County Registry, either new plats and plans of the Condominium
evidencing the changes effected by Declarant's exercise of its development rights, or new certifications
of the plats and plans previously recorded if the Condominium continues to conform to those plats and
plans.

Each Unit Owner shall be deemed by his acceptance of the deed to a Unit to have consented to the
Development Rights reserved in this Article and to any amendments previously or thereafter executed
by Declarant pursuant to this Article and to Article XXIX hereof. Except as provided in this Declaration,
the Allocated Interest in the Common Elements appurtenant to each Unit shall not be changed except with
the unanimous consent of all Unit Owners and the consent of at least two-thirds (2/3rds) of the holders
of first mortgage or deed of trust liens on the Units (based on one (1) vote for each first mortgage or deed
of trust lien held).

Any and all of the Development Rights reserved under this Article V may be exercised as to any, all or
none of the real estate described in Exhibit "C" of this Declaration, at different times and from time to
time, and in any sequence, all in the sole discretion of the Declarant.

C. Rights of HUD, FNMA, FHLMC and VA. Except as otherwise herein provided with respect
to the addition by Declarant of the land described in Exhibit “C,” no additional property may be added

to the existing Condominium without the prior written consent of each of the following which holds,
insures or guarantees any mortgage on any Unit in the Condominium: HUD, FNMA, FHLMC and VA.

VL

RESTRICTION AGAINST FURTHER SUBDIVIDING OF UNITS;
REALLOCATION QOF LIMITED COMMON ELEMENTS;
SEPARATE CONVEYANCE OF COMMON ELEMENT INTEREST PROHIBITED

No Unit may be divided or subdivided, except with the unanimous consent of all Unit Owners, the
consent of at least two-thirds (2/3rds) of the holders of first mortgage or deed of trust liens on the Units
(based on one (1) vote for each first mortgage or deed of trust lien held), and the consent of all holders
of mortgage or deed of trust liens on the Unit(s) to be divided or subdivided. If any Unit is subdivided
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in accordance with the foregoing provisions, the Association shall cause to be filed an amendment to this
Declaration reallocating the Allocated Interest appurtenant to the original Unit between or among the new
Units created by the subdivision of the Unit in proportion to the number of square feet of heated floor
arca contained in each new Unit.

Limited Common Elements may be reallocated by two or more Unit Owners by an amendment to the
Declaration executed by all Unit Owners between or among whose Units the reallocation is made. The
Association, at the expense of such Unit Owners, shall prepare and record the executed amendment in
the names of the Unit Owners executing same, in the same manner as a deed, in the Forsyth County

Registry.

Except as otherwise provided in this Declaration, the Allocated Interest in the Common Elements
declared to be an appurtenance to each Unit shall not be conveyed, devised, encumbered or otherwise
dealt with separately from said Unit, and the Allocated Interest in the Common Elements appurtenant to
each Unit shall be deemed conveyed, devised, encumbered or otherwise included with the Unit even
though such Allocated Interest is not expressly mentioned or described in the instrument conveying,
devising, encumbering or otherwise dealing with such Unit. Any conveyance, encumbrance, judicial sale
or other voluntary or involuntary transaction which purports to grant any right, interest or lien in, to or
upon a Unit shall be null, void and of no effect insofar as the same purports to affect any interest in a Unit
and its Allocated Interest in Common Elements, unless the same purports to convey, devise, encumber
or otherwise trade or deal with the entire Unit. Any instrument conveying, devising, encumbering or
otherwise dealing with any Unit, which describes said Unit by the Identifying Number assigned thereto
in Exhibit "A" without limitation or exception, shall be deemed and construed to affect the entire Unit
and its Allocated Interest in the Common Elements. Nothing herein contained shall be construed as
limiting or preventing ownership of any Unit and its Allocated Interest in the Common Elements by more
than one person or entity as tenants in common, joint tenants, or as tenants by the entirety.

VII.
THE CONDOMINIUM SUBJECT TO RESTRICTIONS

The Units, Common Elements and Limited Common Elements shall be, and the same are hereby
declared to be, subject to the restrictions, easements, conditions and covenants prescribed and established
herein governing the use thereof and setting forth the obligations and responsibilities incident to
ownership of each Unit and its Allocated Interest in the Common Elements, and said Units, Common
Elements and Limited Common Elements are further declared to be subject to the restrictions, easements,
conditions and limitations now of record affecting the land and improvements of the Condominium.

Listed below is the recording data for all easements and licenses which have been recorded prior to this
Declaration and which now affect the Condominium or which affect the property which may become a
part of the Condominium by virtue of the exercise of the Development Rights set out in Article V hereof:

(a) Easements and rights of way as shown on Boundary Survey of Triplette Property dated
February 11, 1999.

(b) Restrictions recorded in Book 780, Page 225 and Book 771, Page 175, Forsyth County

Registry. (Applies only to Tract conveyed to Robert R. Triplette et ux by deed recorded in
Deed Book 948, Page 511.)
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© Agreement with the State Highway Commission recorded in Book 897, Page 497, Forsyth
County Registry.

d) Memorandum of Action between State Highway Commission and Robert R. Triplette et al
recorded in Book 1062, Page 849, Forsyth County Registry.

(e) Rights of way to Duke Power Company recorded in Book 742, Page 144; Book 716, Page
385; Book 717, Page 312; Book 700, Page 89; and Book 629, Page 72, Forsyth County

Registry.

3] Easement to the City of Winston-Salem recorded in Book 902, Page 34, Forsyth County
Registry.

® Consent Judgment between the State Highway Commission and Robert R. Triplette et al
recorded in Book 1039, Page 0780, Forsyth County Registry.

(h) Statements of Dedication of Streets and Roads for Public Use recorded in Book 791, Page
338 and Book 757, Page 60, Forsyth County Registry.

() Master Declaration of Covenants, Conditions and Restrictions for Deacon Ridge recorded
in Book A193rPage 315, Forsyth County Registry, as now or hereafter amended pursuant
to the terms thereof (the "Master Declaration™).

In addition, as provided in Article X below, the Association shall have the authority and power to
grant easements, leases, licenses and concessions through, over or with respect to the Common
Elements for public utilities or other public purposes consistent with the intended use of the Common
Elements by the Condominium and reasonably necessary to the ongoing development and operation
of the Condominium, without a vote or the consent of the Unit Owners; provided, however, no such
grant shall unreasonably interfere with or obstruct the Owners’ right of ingress to and egress from the
Units. Also, as provided in Article XII below, Declarant has reserved certain easements through the
Common Elements.

All of the property which is now or, pursuant to Declarant's development rights, hereafter may be
made, a part of the Condominium shall be subjected to the Master Declaration identified above.
The Master Declaration provides that the owners of any separately numbered lot intended for single
family residential purposes, any townhome lot or any condominium unit shown on any now or
subsequently recorded subdivision plat of the property now or hereafter subjected to the Master
Declaration shall be members of Deacon Ridge Master Homeowners Association, Inc. (the "Master
Association"), a non-profit corporation formed for the purpose of maintaining, preserving and
administering the "Common Elements," as defined in the Master Declaration (the “Master
Association Common Elements”). Kavanagh Associates, Inc., as Declarant under the Master
Declaration (herein the “Master Declarant™), hereafter may construct or cause to be constructed
(BUT SHALL NOT BE OBLIGATED TO CONSTRUCT) a club house and related walkways,
driveways, parking and other facilities on any Master Association Common Elements identified in
accordance with Article I, Section 4 of the Master Declaration. The Master Declarant does not
contemplate the construction of any other recreational amenities within any Master Association
Common Elements.
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Subject to the terms and conditions of the Master Declaration, all of the members of the Master
Association shall have the right to use and enjoy any Master Association Common Elements and
any facilities now or hereafter erected thereon. In addition, the Master Declaration provides that all
of the members of the Master Association are required to pay assessments to the Master
Association to be used for the maintenance, preservation and administration of any Master
Association Common Elements and other purposes set forth for in the Master Declaration.

VIIL

PERPETUAL NON-EXCLUSIVE EASEMENT IN COMMON ELEMENTS;
CONVEYANCE OR ENCUMBRANCE OF COMMON EL EMENTS

The Common Elements shall be, and the same are hereby declared to be, subject to a perpetual non-
exclusive easement in favor of all of the Unit Owners for their use and the use of their immediate
families, guests and invitees, for all proper and normal purposes, including, without limitation,
ingress to and egress from each Unit, and for the furnishing of services and facilities for which the
same are reasonably intended, for the enjoyment of said Unit Owners. Notwithstanding the foregoing
or anything provided herein to the contrary, the Association shall have the exclusive right to establish
the rules and regulations pursuant to which a Unit Owner, his family, guests and invitees, may be
entitled to use the Common Elements, including, without limitation, the right to make permanent and
temporary assignments of parking spaces, the right to restrict or prohibit the parking of recreational
and/or commercial vehicles in the Common Elements and the right to restrict the number type and
size of domestic pets and to promulgate rules concerning pet ownership.

Except in accordance with the provisions of Section 47C-3-112 of the North Carolina
Condominium Act and with the consent of the Unit Owners to which are allocated at least eighty
percent (80%) of the Allocated Interests in the Common Elements (including the Unit Owners to
which are allocated at least eighty percent (80%) of the Allocated Interest in the Common Elements
not allocated to a declarant) and the consent of at least two-thirds (2/3rds) of the holders of first
mortgage or deed of trust liens on the Units (based on one (1) vote for each first mortgage or deed
or trust lien held), no portion of the Common Elements may be abandoned, partitioned, subdivided,
encumbered, sold, conveyed or otherwise transferred. No conveyance or encumbrance of the
Common Elements pursuant to the Section 47C-3-112, however, shall deprive any Unit of its rights
of access or support. Notwithstanding anything herein to the contrary, the Association shall have
the authority and power to grant easements, leases, licenses and concessions through, over or with
respect to the Common Elements for public utilities or other public purposes consistent with the
intended use of the Common Elements by the Condominium and reasonably necessary to the
ongoing development and operation of the project, without a vote or the consent of the Unit Owners
or the holders of first mortgage or deed of trust liens; provided, however, no such grant shall
unreasonably interfere with or obstruct the Owners’ right of ingress to and egress from the Units.

IX.

RESTRAINT UPON SEPARATION AND PARTITION
OF COMMON EL EMENTS

Recognizing that the proper use of a Unit by its Unit Owner(s) is dependent upon the use and
enjoyment of the Common Elements in common with the Unit Owners of all other Units, and that it is
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in the interest of all Unit Owners that the ownership of the Common Elements be retained in common
by the Unit Owners, it is hereby declared that the Allocated Interest in the Common Elements
appurtenant to each Unit shall remain undivided and no Unit Owner shall bring or have any right to

bring any action for partition or division.
X.

ADMINISTRATION OF THE CONDOMINIUM BY DEACON RIDGE._
CONDOMINIUM HOMEOWNERS ASSOCIATION, INC,

To efficiently and effectively provide for the administration of the Condominium by the Unit
Owners, a nonprofit North Carolina corporation known and designated as Deacon Ridge
Condominium Homeowners Association, Inc. (the "Association") has been organized, and said
corporation shall administer the operation and management of the Condominium and undertake and
perform all acts and duties incident thereto in accordance with the terms of its Articles of
Incorporation and Bylaws. The Unit Owner(s) of each Unit shall automatically become members of
said corporation upon his, their or its acquisition of an ownership interest in title to any Unit and its
Allocated Interest in the Common Elements, and the membership of such Unit Owner(s) shall
terminate automatically upon such Unit Owner(s) being divested of such ownership interest in the
title to such Unit, regardless of the means by which such ownership may be divested. No person, firm
or corporation holding any lien, mortgage or other encumbrance upon any Unit shall be entitled, by
virtue of such lien, mortgage or other encumbrance, to membership in said corporation or to any of
the rights or privileges of such membership except as set forth in Article XXXI hereof. In the
administration of the operation and management of the Condominium, the Association shall have and
is hereby granted the authority and power to enforce the provisions of this Declaration, to levy and to
collect assessments in the manner hereinafter provided, and to adopt, promulgate and enforce such
rules and regulations governing the use of the Units and Common Elements as the Executive Board of
the Association may deem to be in the best interests of the Association, including, without limitation,
the right to make permanent and temporary assignments of parking spaces, the right to restrict or
prohibit the parking of recreational and/or commercial vehicles in the Common Elements and the
right to restrict the number type and size of domestic pets and to promulgate rules concerning pet
ownership. In addition, the Association shall have and is hereby granted the authority and power to
grant easements, leases, licenses and concessions through, over or with respect to the Common
Elements for public utilities or other public purposes consistent with the intended use of the Common
Elements by the Condominium without a vote or the consent of the Unit Owners, upon and subject to
such terms and conditions as the Association in its sole discretion deems appropriate.

The Executive Board of the Association shall cause to be maintained at the office of the
Association a file containing current copies of this Declaration, the Articles of Incorporation and
the Bylaws of the Association, any Rules and Regulations applicable to the Condominium, and
other books, records and financial statements of the Association. Such file and the documents and
information contained therein shall be available for inspection, upon request, during normal
business hours, to all Unit Owners, lenders, holders and insurers of first mortgages or deeds of trust
on any Unit and prospective purchasers, all of whom may also, upon request and payment of a
reasonable charge determined by the Executive Board, obtain copies thereof.
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XL

RESIDENTIAL USE RESTRICTIONS APPLICABLE TO UNITS

Except as provided in Paragraph A of Article XII hereof, each Unit is hereby restricted to residential
use by the Owner thereof, his immediate family, guests, invitees and lessees. Any lease or rental
agreement for a Unit shall be in writing and shall have an initial term of at least thirty (30) days,
unless the prior written approval of the Executive Board shall be had and obtained. Such leases shall
provide that the terms of the lease are subject to the provisions of this Declaration, the Articles of
Incorporation, the Bylaws, and the rules and regulations of the Association, and that any failure by
the lessee to comply with the terms of such documents shall be a default under the terms of the lease.
The Executive Board shall be furnished with a copy of all leases. No Owner of any Unit shall permit
the use of his Unit for transient hotel or commercial purposes. Corporate or partnership members,
other than the Declarant, shall permit the use of a Unit owned by it only by its principal officers,
directors or partners, or other guests or lessees. Such corporate or partnership member shall annually
sign and deliver to the Association a written statement designating the name of the party (or parties)
entitled to use such Unit, together with a written covenant of such party in favor of the Association
whereby the party agrees to comply with the terms and provisions of this Declaration and with the
rules and regulations which may be promulgated by the Association from time to time and
acknowledging that the party's right to use such Unit shall exist only so long as the corporation or
partnership shall continue to be a member of the Association. Upon demand by the Association to
any corporate or partnership member to remove a party for failure to comply with the terms and
provisions of this Declaration and/or the rules and regulations of the Association, the corporate or
partnership member shall forthwith cause such party to be removed, failing which, the Association, as
agent of the Unit Owner, may take such action as it may deem appropriate to accomplish such
removal, and all such action by the Association shall be at the cost and expense of the Unit Owner
who shall reimburse the Association therefor upon demand, together with such attorneys' fees as the
Association may have incurred in the process of removal.

XIL

A. ales and Management O e c A g ents. Declarant
shall have the right to maintain a sales office, a management office, and Unit models in Units owned
by Declarant and to display advertising signs upon the Common Elements during the period
Declarant offers to sell any lot, dwelling, townhome or condominium unit subject to the Master
Declaration. Any such offices, model Units or signs may be located within such Units and upon such
portions of the Common Elements as Declarant shall select, and Declarant shall have the right at any
time and from time to time to relocate any offices, model Units or signs from their previous location
to another location. Such rights shall terminate when all Units in all phases of the Condominium are
sold.

B. Easements through Common Elements. Declarant shall be deemed to have such easements

on, across and over the Common Elements as shall be reasonably necessary for the exercise of any of
the Development Rights set out in Article V of this Declaration or the Special Declarant Rights
reserved in this Article, or as may be reasonably necessary in the discharge of any obligations
imposed on Declarant by this Declaration or under the North Carolina Condominium Act. In
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addition, Declarant hereby reserves such easements on, across and over the Common Elements as
shall be reasonably necessary for the development of the land described in Exhibit “C” by Declarant
or any affiliate, their respective successors and assigns, should Declarant elect not to annex such
property, including without limitation easements for ingress, egress and regress over private roads
and streets now or hereafter erected within the Common Elements and easements for the use of all
utility lines, fixtures and/or their connections located within the Common Elements for the purpose
of providing water, light, power, telephone, sewage and sanitary service to the such property, such
easements to be appurtenant to and run with the land.

C. Declarant’s Obligation to Restore. At such time as Declarant shall cease to offer any Unit

for sale, Declarant shall promptly remove all advertising signs from the Common Elements and
restore any damage to the Common Elements caused by the signs or their removal. In addition,
Declarant shall be responsible for repairing any damage caused to the Common Elements arising
from the exercise by Declarant of its easement rights reserved in Paragraph B above.

D. . . . )
EazoLoﬁhc_MasIcrAssgmanmmndm_anbﬂs Durmg “Declarant’s Development Period,” as
defined in the Master Declaration, Declarant shall have the right to establish through the Common
Elements such additional non-exclusive easements for the benefit of the Master Association and its
Members as Declarant deems reasonably necessary or appropriate in connection with the
development of the property now or hereafter subjected to the Master Association, including, without
limitation, access, sign, stormwater and utility easements; provided, however, no such easement shall
unreasonably interfere with or obstruct an Owners’ right of ingress to and egress from the Units.

_“:"\:.!;‘rxﬁ(“’"
3

The use of Common Elements, including the Limited Common Elements, by the Unit Owners, and
all other parties authorized to use the same, shall be at all times subject to such reasonable rules and
regu]atlons as may be prescribed and established governing such use, or which may be hereafter
" prescribed and established by the Association.

XIV.

THE CONDOMINIUM TQO BE USED FOR LAWFUL PURPOSES:
RESTRICTION AGAINST NUISANCES

No immoral, improper, offensive or unlawful use shall be made of any Unit or of the Common
Elements, nor any part thereof, and all laws, zoning ordinances and regulations of all governmental
authorities having jurisdiction of the Condominium shall be observed. No Unit Owner shall permit or
suffer anything to be done or kept in his Unit or on the Common Elements, including any Limited
Common Elements, which will increase the rate of insurance on the Condominium, or which will
obstruct or interfere with the rights of other occupants of the Condominium or annoy them by
unreasonable noises, nor shall any Unit Owner undertake any use or practice which shall create and
constitute a nuisance to any other Unit Owner, or which interferes with the peaceful possession and
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proper use of any other Unit or the Common Elements. Each Unit Owner shall be deemed by his
acceptance of the deed to a Unit to have expressly waived any claim against Declarant for any
violation of this provision, except to the extent such provision is violated by Declarant or by
Declarant’s agent, and any claim against the Association for any violation of this provision, except to
the extent such provision is violated by the Association or the Association’s agent.

XV.

RIGHT OF ENTRY INTQ UNITS IN EMERGENCIES

In case of any emergency originating in or threatening any Unit or the Common Elements,
regardless of whether the Unit Owner is present at the time of such emergency, the Executive Board
of the Association, or any other person authorized by it, or the managing agent, shall have the right to
enter such Unit for the purpose of remedying or abating the cause of such emergency, and such right
of entry shall be immediate.

XVIL
RIGHT OF ENTRY FOR MAINTENANCE

Whenever it may be necessary to enter any Unit or any portion of the Common Elements for the
purpose of performing any maintenance, alteration or repair required or permitted hereunder to be
performed by the Association, the Association and its authorized agent(s) shall have the right to enter
any such Unit or portion of the Common Elements, provided that, in the case of entry into a Unit not
necessitated by an emergency, the entry shall be made at reasonable times and with reasonable
advance notice.

XVIIL

LIMITATION UPON RIGHT OF UNIT OWNERS TO ALTER AND MODIFY UNITS;

NO RIGHT TO ALTER COMMON ELEMENTS

1. A Unit Owner may make improvements or alterations to his Unit that do not impair the
structural integrity or mechanical systems or lessen the support of any portion of the Condominium.

2. A Unit Owner may, after acquiring an adjoining Unit and obtaining the written consent of
the Executive Board, remove or alter any intervening partition or create apertures therein, even if the
partition is a Common Element, if such acts do not impair the structural integrity or mechanical
systems or lessen the support of any portion of the Condominium. Such removal of partitions or
creation of apertures as described in this paragraph is not an alteration of Unit boundaries.

3. The Association, through the Executive Board (or its Architectural Control Committee),
shall regulate the external design, appearance, use, location and maintenance of the Condominium
and of improvements thereon in such a manner so as to preserve and enhance values and to maintain a
harmonious relationship among structures and the natural vegetation and topography. No Unit Owner
shall cause any improvements, alterations, repairs or changes to be made to the exterior of the
Condominium (including painting or other decoration, the installation of electrical wiring, television
or radio antennae or any other objects or devices which may protrude through the walls or roof of the
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Condominium) or in any manner alter the appearance of the exterior portion of any building without
the written consent of the Association being first had and obtained. No Unit Owner shall cause any
object to be fixed to the Common Elements (including the location or construction of fences and the
planting or growing of flowers, trees, shrubs or any other vegetation) or to any Limited Common
Elements or in any manner change the appearance of the Common Elements or Limited Common
Elements without the written consent of the Association being first had and obtained.

R

" Any Unit Owner desiring to make any improvement, alteration or change described above shall

submit the plans and specifications therefor, showing the nature, kind, shape, height, materials and
location of the same, to the Executive Board which shall evaluate such plans and specifications in
light of the purpose of this Article as set forth above. As a condition to the granting of approval of
any request made under this Article, the Association may require that the Unit Owner requesting such
change be liable for any cost of maintaining, repairing and insuring the approved alteration. If such
condition is imposed, the Unit Owner shall evidence his consent thereto by a written document in
recordable form satisfactory to the Association. Thereafter, the Unit Owner, and any subsequent
Ovwmer of the Unit, by acceptance of a deed therefor, whether or not it shall be so expressed in such
deed, is deemed to covenant and agree that the cost of maintaining, repairing and insuring such
alteration shall be a part of the annual assessment or charge set forth in Article XX VI, and subject to

% the lien rights described in said Article.

XVIIL

RIGHT OF ASSOCIATION TO ALTER AND
IMPROVE COMMON EI.EMENTS AND ASSESSMENT THEREFOR

The Association shall have the right to make or cause to be made such alterations or improvements
to the Common Elements (including the right to grant and establish upon, over and across the
Common Elements such easements as are necessary or desirable for providing service or utilities to
the Units and the Common Elements) which do not materially prejudice the rights of any Unit Owner
in the use and enjoyment of his Unit, provided the making of such alterations and improvements are
approved by the Executive Board of the Association, and the cost of such alterations or improvements
shall be Common Expenses to be assessed and collected from all Unit Owners. However, where any
alterations and improvements are exclusively or substantially for the benefit of the Unit Owner(s) of
certain Unit(s) requesting the same, then the cost of making, maintaining, repairing and insuring such
alterations or improvements shall be assessed against and collected solely from Unit Owner(s) of the
Unit(s) exclusively or substantially benefitted, the assessment to be levied in such proportion as may
be determined by the Executive Board of the Association.

XIX.

MAINTENANCE AND REPAIR OF UNITS BY UNIT QWNERS

Every Unit Owner shall perform promptly all maintenance and repair work within his Unit which, if
omitted, would affect the Condominium, either in its entirety or in a part belonging to other Unit
Owners, every Unit Owner being expressly responsible for the damages and liability which his failure
to do so may engender. Each Unit Owner shall be liable and responsible for the maintenance, repair
and replacement, as the case may be, of all air conditioning and heating equipment, stoves,
refrigerators, fans or other appliances or equipment, including any utility fixtures and/or their connec-
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tions required to provide water, light, power, telephone, sewage and sanitary service to his Unit.

Each Unit Owner shall further be responsible and liable for the maintenance, repair and replacement
of the exterior surfaces of any and all walls, ceilings and floors within his Unit including painting,
decorating and furnishings, and all other accessories which such Owner may desire to place or
maintain in his Unit. Whenever the maintenance, repair and replacement of any item for which a Unit
Owner is obligated to maintain, replace or repair at his own expense is occasioned by any loss or
damage which may be covered by any insurance maintained in force by the Association, the proceeds
of the insurance received by the Association shall be used for the purpose of making such main-
tenance, repair or replacement except that such- Unit Owner shall be, in said instance, required to pay
such portion of the costs of such maintenance, repair and replacement as shall, by reason of the
applicability of any deductibility provision of such insurance or by any other reason, exceed the
amount of the insurance proceeds applicable to such maintenance, repair or replacement.

If 2 Unit Owner fails to perform any maintenance or repair within his Unit which, if omitted, would
affect the Condominium either in its entirety or in a part belonging to other Unit Owners, the
Association may perform such maintenance as it deems necessary, twenty days (20) after giving
written notice to such Unit Owner of the necessary maintenance. The cost of such maintenance
performed by the Association shall be assessed exclusively against such Unit Owner and the
assessment shall be the personal obligation of such Unit Owner and a lien against such Unit to the
same extent provided under Article XXVI of this Declaration.

XX.

MAINTENANCE AND REPAIR QF COMMON ELEMENTS
: BY THE ASSQCIATION

The Association shall be responsible for the maintenance, repair and replacement of all of the
Common Elements, including those portions thereof which contribute to the support of the buildings,
and all conduits, ducts, plumbing, wiring and other facilities located in the Common Elements for the
furnishing of utility and other services to the Units and said Common Elements, and should any
cidental damage be caused to any Unit by virtue of any work which may be done or caused to be
done by the Association in the maintenance, repair or replacement of any Common Elements, the
Association shall, at its expense, repair such incidental damage. The Association shall be deemed to
have such easements on, across and over the Common Elements as shall be reasonably necessary in
the exercise and discharge of its maintenance rights and obligations reserved and imposed by this
Declaration or under the North Carolina Condominium Act. Whenever the maintenance, repair and
replacement of any item for which the Association is obligated to maintain, replace or repair at its
expense is occasioned by any act of a Unit Owner, his immediate family, guests or invitees, and such
loss or damage may be covered by any insurance maintained in force by the Association, the proceeds
of the insurance received by the Association shall be used for the purpose of making such main-
tenance, repair or replacement and the Unit Owner who is responsible for the act causing the damage
(whether done by himself or by his family, guests or invitees) shall be required to pay such portion of
the cost of such maintenance, repair and replacement as shall, by reason of the applicability of any
deductibility provision of such insurance or by any other reason, exceed the amount of the insurance
proceeds applicable to such maintenance, repair or replacement.
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XXI.

INSURANCE, AUTHORITY TO PURCHASE

Insurance policies upon the Condominium (other than title insurance) shall be purchased by the
Association for the use and benefit of the Unit Owners and their respective mortgagees, as their
interest may appear, and shall provide for the issuance of certificates or memoranda of insurance to
the Association and, upon written request, to any Unit Owner and to any mortgagee or beneficiary
under a deed of trust, such certificate or memoranda of insurance to be properly endorsed to contain
the standard mortgage clause, or equivalent endorsement (without contribution), which is commonly
accepted by private institutional mortgage investors in the area in which the property is located and
which appropriately names FNMA and FHLMC if such corporations are holders of first mortgages on
Units within the Condominjum. The policies may also be issued in the name of an authorized
representative of the Association, including any insurance trustee with whom the Association has
entered into an insurance trust agreement, or any successor trustee, as insured, for the use and benefit
of the Unit Owners. Loss payable shall be in favor of the Association (or insurance trustee), as a
trustee, for each Unit Owner and each such Unit Owner’s mortgagee. The Association or insurance
trustee shall hold any insurance proceeds in trust for the Unit Owners and lienholders as their interests
may appear. Each Unit Owner shall be deemed to have appointed the Association or any insurance
trustee or any substitute insurance trustee as his or her attomey-in-fact for the purpose of purchasing
and maintaining such insurance, including: the collection and appropriate disposition of the proceeds
thereof; the negotiation of losses and execution of releases of liability; the execution of all documents;
and the performance of all other acts necessary to accomplish such purposes.

Such insurance policies must provide that:

L. Each Unit Owner is an insured person under the policy with respect to liability
arising out of his interest in the Common Elements or membership in the Association;

2, The insurer waives its right to subrogation under the policy against any Unit Owner,
members of his household, the Association and their respective servants, agents and guests;

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

4. If, at any time of a loss under the policy, there is other insurance in the name of a
Unit Owner covering the same risk covered by the policy described in this Article, the Association's
policy provides primary insurance.

5. The insurer issuing the policy may not cancel or refuse to renew it until thirty (30)
days after notice of the proposed cancellation or non-renewal has been mailed to the Association, to
each Unit Owner and to each mortgagee or beneficiary under a deed of trust to whom certificates or
memoranda of insurance have been issued at their respective last known addresses.

6. The msurer recognizes any Insurance Trust Agreements entered into by the
Association.
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So long as FNMA or FHLMC hold, insure or guarantee any first lien mortgage on Units in the
Condominium, policies are unacceptable where: (i) under the terms of the insurance carrier’s charter,
bylaws, or policy, contributions or assessments may be made against borrowers, FNMA, FHLMC, or
their designee; (ii) by the terms of the carrier’s charter, bylaws or policy, loss payments are
contingent upon action by the carrier’s board of directors, policyholders, or members, or (iii) the
policy includes any limiting clauses (other than insurance conditions) which could prevent FNMA,
FHLMC or borrowers from collecting insurance proceeds.

Each Unit Owner may obtain insurance, at his own expense, affording coverage upon his Unit, his
personal property and for his personal liability and as may be permitted or required by law, but all
such insurance shall contain the same waiver of subrogation as that referred to above if the same is
available.

XXII.

INSURANCE COVERAGE TO BE MAINTAINED: USE
AND DISTRIBUTION OF INSURANCE PROCEEDS

A. Commencing not later than the time of the first conveyance of a Unit to a person other than a
declarant, the following insurance coverage shall be maintained in full force and effect by the
Association covering the operation and management of the Condominium with a generally acceptable
insurance carrier:

1. Single entity condominium casualty insurance covering the Common Elements and
Units, except such personal property as may be owned by the Unit Owners, shall be procured in an
amount equal to 100% of the current replacement cost (exclusive of excavation, foundations, streets
and parking facilities) as determined annually by the insurance company affording such coverage.
Such policy shall contain an Agreed Amount Endorsement or an Inflation Guard Endorsement, if
available. By way of illustration and not of limitation, such casualty insurance shall cover fixtures,
installations or additions, or equal replacements thereof, comprising a part of the building within each
individual Unit (as that term is defined in Article III hereof) in accordance with the original
Condominium plans and specifications and shall include fixtures, equipment and other property
within the Units which are customarily financed by a first lien mortgage on the Unit. In determining
the amount of coverage for such fixtures, installations or additions, the Executive Board of the
Association shall annually set the standard allowance for such items as carpeting, bathroom and
kitchen cabinets, wall covering, vinyl floor covering, ceramic tile, kitchen appliances, bookshelves,
etc., which were included in the original Condominium plans and/or are customarily financed by a
first lien mortgage on the Unit. By way of illustration and not of limitation, such casualty insurance
shall not cover furniture, furnishings or other household or personal property owned by, used by or in
the care, custody, or control of a Unit Owner (whether located within or without the Unit), or fixtures,
installations or additions that are placed in an individual Unit by a Unit Owner thereof at his expense.
Such coverage shall afford protection against: (a) loss or damage by fire and other hazards covered
by the standard extended coverage endorsement; (b) such other risks as from time to time customarily
shall be covered with respect to buildings similar in construction, location and use, including, but not
limited to, vandalism and malicious mischief; and (c) such other risks, if any, as are commonly
required to be covered by prudent institutional mortgage investors in the area in which the
Condominium is located.
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2. A comprehensive policy of public liability insurance covering all of the Common
Elements and public ways of the Condominium in amounts generally required by private institutional
mortgage investors for condominiums similar in construction, location and age, but in no event less
than One Million Dollars ($1,000,000.00), for claims for personal injury and/or property damage
arising out of a single occurrence, such coverage to include protection against legal liability of the
insureds against property damage (including water damage, if available), bodily injuries and deaths of
persons in connection with the operation, maintenance or use of the common elements, liability for
non-owned and hired automobiles, liability arising out of lawsuits related to employment contracts of
the Association and such other risks customarily covered with respect to condominiums similar in
construction, location and age. All liability insurance shall contain cross-liability endorsements to
cover liabilities of the Unit Owners as a group to individual Unit Owners.

3. The Executive Board shall maintain fidelity coverage against dishonest acts by the
Association's officers, Executive Board members, trustees and employees, and all others who are
responsible for handling funds of the Association. If the Association employs a professional property
management person or firm to manage the Association and to receive and disburse the monies of the
Association, then such professional management person or firm shall have adequate fidelity coverage
against dishonest acts and the existence of such coverage shall satisfy the requirement of this
paragraph.

Any such fidelity bonds shall name the Association as an obligee; shall be written in an amount not
less than the estimated maximum of funds, including reserve funds, in the custody of the Association
or the management agent, as the case may be, at any given time during the term of each bond (but in
no event shall the aggregate amount of such bonds be less than a sum equal to three (3) months’
aggregate assessments on all Units plus reserve funds); shall contain waivers of any defense based on
the exclusion of persons who serve without compensation from any definition of "employee" or
similar expression; and shall provide that they may not be canceled or substantially modified (includ-
ing cancellation for non-payment of premium) without at least thirty (30) days prior written notice to
the Association and to any Institutional Lender who has given the notice required under Article XXXI
of this Declaration.

4. Any other insurance coverage required by law.

B. Insurance policies carried pursuant to subsections A(1) and A(2) of this Article must provide
that:

1. Each Unit Owner is an insured person under the policy with respect to liability
arising out of his interest in the Common Elements or membership in the Association;

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

3. No act or omission by any Unit Owner, unless acting within the scope of his
authority on behalf of the Association, will preclude recovery under the policy and coverage is not
prejudiced by any act or neglect of an individual Unit Owners which is not in the control of the Unit
Owners collectively; and
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4, If, at the time of a loss under the policy, there is other insurance in the name of a
Unit Owner covering the same risk covered by the policy, the Association's policy provides primary
insurance.

C. Premiums upon insurance policies purchased by the Association shall be paid by the
Association as Common Expenses to be assessed and collected from all of the Unit Owners in
proportion to each Unit's share of the Allocated Interests, unless otherwise specifically allocated by
the Executive Board, in its sole discretion.

D. If the insurance described in this Article is not reasonably available, in the sole
determination of the Executive Board of the Association, the Executive Board shall promptly cause
notice of that fact to be hand delivered or sent prepaid by United States mail to all Unit Owners.

E. All insurance policies purchased by the Association shall be for the benefit of the
Association and the Unit Owners and their mortgagees, as their respective interests may appear, and
shall provide that all proceeds payable as a result of casualty losses shall be paid to the Association.
The Association shall hold such proceeds in trust for the benefit of the Association, the Unit Owners
and their respective mortgagees, to be utilized and distributed as set out in Article XXIII of this
Declaration.

F. In the event a mortgagee endorsement has been issued as to a Unit, the share of the Unit
Owner shall be held for the mortgagee and the Unit Owner as their interests may appear.

G. Notwithstanding any of the foregoing provisions and requirements relating to property or
liability insurance, there may be named as an insured, on behalf of the Association, the Association’s
authorized representative, including any trustee with whom the Association may enter into any
insurance trust agreement or any successor to such trustee, who shall have exclusive authority to
negotiate losses under any policy providing such property or liability insurance and to perform such
other functions as are necessary to accomplish this purpose.

XXTII.

RECONSTRUCTION OR REPAIR OF CASUALTY DAMAGE

A. If any part of the Condominium for which the Association is required to maintain insurance
pursuant to North Carolina General Statutes § 47C-3-113 shall be damaged by casualty, the damaged
area shall be reconstructed or repaired by the Association unless:

(1) The Condominium is terminated as provided in Article XX VIII hereof; or

2) Repair or replacement would violate any state or local health or safety statute or
ordinance; or

3) The Unit Owners, by a vote of the Unit Owners to which are allocated at least eighty
percent (80%) of the Allocated Interests in the Common Elements (including the Unit Owners to
which are allocated at least eighty percent (80%) of the Allocated Interest in the Common Elements
not allocated to a declarant and one hundred percent ( 100%) of the Owners of Units which shall not
be rebuilt or whose Limited Common Elements shall not be restored) and the holders of first
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mortgage or deed of trust liens on the Units, by a vote of at least two-thirds (2/31ds) of such holders
(based on one (1) vote for each first mortgage or deed of trust lien held), determine not to rebuild or
restore all or any portion of the damaged area.

B. In the event the Condominium is terminated, insurance proceeds shall be distributed to the
Unit Owners and their mortgagees as their interests may appear, in proportion to the respective
interests in the Common Elements of the Unit Owners and their mortgagees as set forth in Paragraph
D of Article XXVIII of this Declaration. :

C. Any reconstruction or repair after an insured casualty or a partial condemnation shall be
performed substantially in accordance with the plans and specifications contained herein and on file
with and approved by the City of Winston Salem or other appropriate local governmental authority
unless new plans and specifications are approved by a vote of the Unit Owners to which are allocated
at least eighty percent (80%) of the Allocated Interests in the Common Elements (including the Unit
Owners to which are allocated at least eighty percent (80%) of the Allocated Interest in the Common
Elements not allocated to a declarant and one hundred percent (100%) of the Owners of Units to be
reconstructed or repaired pursuant to such new plans and specifications) and the holders of first
mortgage or deed of trust liens on the Units, by a vote of at least two-thirds (2/3rds) of such holders
(based on one (1) vote for each first mortgage or deed of trust lien held .

D. If the damage is only to those parts of one or more Units for which the responsibility for
maintenance and repair is that of such Unit Owner(s), then such Unit Owner(s) shall be responsible
for reconstruction and repair after casualty. In all other instances, the responsibility of reconstruction
and repair after casualty shall be that of the Association.

E. Immediately after the casualty causing damage to property for which the Association has the
responsibility for maintenance and repair, the Association shall obtain reliable and detailed estimates
of the cost to place the damaged property in condition as good as that before the casualty. Such costs
may include professional fees and premiums for such bonds as the Executive Board deems necessary
Or appropriate.

F. When the damage is to both Common Elements and Units or to Common Elements only, the
insurance proceeds shall be payable to the Association and shall be applied first to the cost of
repairing the Common Elements, then to the cost of repairing the Units.

G. In the event the Unit Owners determine, pursuant to Paragraph A of this Article, that less
than all of the damaged area is to be repaired or restored, the insurance proceeds shall be utilized
and/or distributed as follows:

(N Proceeds attributable to damaged Common Elements shall be used to restore such
Common Elements to a condition compatible with the remainder of the Condominium;

2) Proceeds attributable to Units and to Limited Common Elements which are not to be
rebuilt or restored shall be distributed to the Unit Owners and mortgagees of Units which are not to
be rebuilt or restored and to the Unit Owners and mortgagees of the Units appurtenant to the
damaged Limited Common Elements which are not to be rebuilt or restored, in proportion to the
damage to such Units and/or Limited Common Elements; and
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3 Any remaining proceeds shall be distributed among all Unit Owners and mortgagees,
as their interests may appear, in proportion to the Allocated Interests appurtenant to each Unit.

H. Each Unit Owner shall be deemed to have delegated to the Executive Board of the
Association his right to adjust with insurance companies all losses under policies purchased by the
Association.

I. All remittances to Unit Owners and their mortgagees shall be payable jointly to them.

J. In the event that Unit Owners vote not to rebuild a damaged Unit, that Unit's Allocated
Interest in the Common Elements shall be automatically reallocated among the remaining Units at the
time of such vote, in proportion to each remaining Unit's (exclusive of the damaged Unit) respective
Allocated Interest prior to the casualty. The Association shall prepare, execute and record an
amendment to the Declaration reflecting such reallocation.

XXIV.

CONDEMNATION OF COMMON ELEMENTS OR UNITS

The provisions of Section 47C-1-107 of the North Carolina Condominium Act, as the same is in
effect from time to time, shall control the distribution of any condemnation award arising from the
acquisition by eminent domain of any portion of the Condominium and any reallocation of a Unit’s
Allocated Interest necessitated by such acquisition. To the extent any award arising from the
condemnation of any portion of the Common Elements is payable to the Association pursuant to
applicable law, the Association shall represent the Unit Owners in the condemnation proceedings or
in negotiations, settlements and agreements with the condemning authority for the acquisition of the
such Common Elements by the condemning authority and each Unit Owner shall be deemed to have
appointed the Association as his or her attorney-in-fact for such purposes. In such event the
Association may appoint a Trustee to act on behalf of the Unit Owners in carrying out the above
functions in lieu of the Association. In the event of such a taking or acquisition of part or all of the
Common Elements by a condemning authority, any award shall be paid to the Association or its
Trustee, to be held in trust for the Unit Owners and their first mortgage holders as their interest may
appear, in proportion to the respective interests of the Unit Owners and their mortgagees as set forth
in Paragraph D of Article XXVIII of this Declaration; provided, however, any portion of the award
attributable to the condemnation of a limited common element must be apportioned among the Unit
Owners of the Units to which that Limited Common Element is attached and their mortgagees.

XXV.

ASSOCIATION TO MAINTAIN REGISTER
OF UNIT OWNERS AND MORTGAGEES

The Association shall at all times maintain a register sefting forth the names of the Unit Owners. In
the event of the sale or transfer of any Unit to a third party, the purchaser or transferee shall notify the
Association in writing of his interest in such Unit, together with such recording information as shall
be pertinent to identify the instrument by which such purchaser or transferee has acquired his interest
in any Unit. Further, each Unit Owner shall notify the Association of the names of the parties
holding any mortgage or mortgages on his Unit, the amount of such mortgage or mortgages and the
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recording information which shall be pertinent to identify the mortgage or mortgages. The holder of
any mortgage or mortgages upon any Unit may, if he so desires, notify the Association of the
existence of any mortgage or mortgages held by such party on any Unit and, upon receipt of such
notice, the Association shall register in its records all pertinent information relating thereto.

XXVL
ASSESSMENISJ_UABILITX,_LLEN.ANDENEQ&CEM.ENI
The Association is given the authority to administer the operation and management of the
Condominium, it being recognized that the delegation of such duties to one entity is in the best
interest of the Unit Owners. To administer properly the operation and management of the
Condominium, the Association will incur for the mutual benefit of all of the Unit Owners, costs and
expenses which are sometimes herein referred to as "Common Expenses.” To provide the funds
necessary for such proper operation, management and capital improvement, the Association has been
granted the right to make, levy and collect assessments against the Unit Owners and their Units. In
furtherance of this grant of authority to the Association to make, levy and collect assessments to pay

the costs and expenses for the operation, management of and capital improvements to the
Condominium, the following provisions shall be operative and binding upon all Unit Owners.

A Unless specifically otherwise provided for in this Declaration, all assessments made by the
Association shall be in such an amount that any assessment levied against a Unit Owner and his Unit
shall bear the same ratio to the total assessment made against all Unit Owners and their Units as the
Allocated Interest in the Common Elements appurtenant to each Unit bears to the total Allocated
Interest in the Common Elements appurtenant to all Units; provided, however, that any portion of the
Common Expense which, in the opinion of the Executive Board, was incurred on behalf of or
benefitted fewer than all Unit Owners may be assessed solely against the Unit Owners so benefited, in
such proportions as the Executive Board, in its sole discretion, shall determine.

In the event utility services which are provided to Unit Owners are charged to and paid for by the
Association, the cost of such utilities shall be a part of the Common Expenses and levied against each
Unit Owner in proportion to his Unit's share of the Allocated Interest, or in such other proportions as
the Executive Board, in its sole discretion, shall determine.

B. Assessments provided for herein shall be payable in monthly installments as determined by
the Executive Board of the Association. Such assessments shall commence for each Unit on the first
day of the first month following the recordation of this Declaration in the Forsyth County Registry.

C. In addition to the annual assessment authorized above, the Executive Board may levy, in any
assessment year, a special assessment applicable to that year only for the purpose of defraying, in
whole or in part, the cost of any construction, reconstruction, repair or replacement of the Common
Elements, including fixtures and personal property related thereto, provided that any such assessment
shall have the assent of Unit Owners of Units to which two-thirds (2/3rds) of the Allocated Interest in
the Common Elements are assigned, voting in person or by proxy at a meeting duly called for such

purpose.

D. The Executive Board of the Association shall establish an annual budget in advance for each
fiscal year (which shall correspond to the calendar year, except that in the initial year of operation of

Document No. 433912 21



the Condominium, the fiscal year shall commence with the closing of the sale of the first Unit). Such
budget shall project all expenses for the forthcoming year which may be required for the proper
operation, management and maintenance of the Condominium, including a reasonable allowance for
contingencies and reserves, and the budget shall take into account projected anticipated income which
is to be applied in reduction of the amounts required to be collected as an assessment each year. The
Executive Board shall keep separate, in accordance with paragraph "G" of this Article XX VI, items
relating to operation and maintenance from items relating to capital improvements. Within thirty (30)
days after adoption of the budget by the Executive Board, the Executive Board shall provide a copy
of said budget or a summary thereof to each Unit Owner and shall set a date for a meeting of the Unit
Owners to consider ratification of the budget not less than 14 nor more than 30 days after mailing of
the budget or summary to the Unit Owners. There shall be no requirement that a quorum be present
at the meeting. The budget is deemed ratified unless at the meeting the Unit Owners entitled to cast
sixty-seven percent (67%) of the votes of the Association rejects the budget. In the event the
Executive Board fails to propose a budget or the proposed budget is rejected the annual budget last
ratified shall be continued until such time as the Unit Owners ratify a subsequent budget proposed by
the Executive Board.

E. Until December 31st of the year in which the first Unit is conveyed to Unit Owner other than
Declarant, the maximum annual assessment shall be ------- NINE HUNDRED TWENTY FOUR and
No/100 Dollars ($924.00) -------- per Unit payable in monthly installments of ------- SEVENTY
SEVEN and No/100 Dollars ($77.00)------ , in advance. From and after January 1 of the year
immediately following the conveyance of the first Unit to a Unit Owner other than Declarant, the
maximum annual assessment may be increased each year not more than ten percent (10%) above the
maximum assessment for the previous year without a vote of the membership of the Association.
From and after January 1 of the year immediately following the conveyance of the first Unit to a Unit
Owner other than Declarant, the maximum annual assessment may be increased above ten percent
(10%) by a vote of the Unit Owners to whom sixty-seven percent (67%) or more of the Allocated
Interest in the Common Elements have been assigned who are voting in person or by proxy, at a
meeting duly called for such purpose.

F. The Executive Board of the Association, in establishing the annual budget for operation,
management and maintenance of the Condominium, shall designate therein a sum to be collected and
maintained as a reserve fund for replacement of and capital improvements to the Common Elements
which the Association is obligated to maintain (the “Capital Improvement Fund”). This Fund shall be
for the purpose of enabling the Association to replace structural elements and mechanical equipment
constituting a part of the Common Elements, as well as the replacement of portions of the Common
Elements. The amount to be allocated to the Capital Improvement Fund shall be established by the
Executive Board so as to collect and maintain a sum reasonably necessary to anticipate the need for
replacement of Common Elements. The amount collected for the Capital Improvement Fund may be
maintained in a separate account by the Association and such monies shall be used only to make
capital improvements to Common Elements. Any interest earned on monies in the Capital Improve-
ment Fund may, in the discretion of the Executive Board of the Association, be expended for current
operation and maintenance. Each Unit Owner shall be deemed to own a portion of the Capital
Improvement Fund equal to his Units Allocated Interest in the Common Elements and the
Association shall annually notify each Unit Owner of the amount of his balance in the Capital
Improvement Fund. However, such balance shall not be subject to withdrawal by a Unit Owner.
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G. All monies collected by the Association shall be treated as the separate property of the
Association, and such monies may be applied by the Association to the payment of any expense of
operating and managing the Condominium, or to the proper undertaking of all acts and duties
imposed upon it by virtue of this Declaration, the Articles of Incorporation and the Bylaws of the
Association. As monies for any assessment are paid to the Association by any Unit Owner, the same
may be commingled with monies paid to the Association by the other Unit Owners. Although all
funds and common surplus, including other assets of the Association, and any increments thereto or
profits derived therefrom or from the leasing or use of Common Elements, shall be held for the
benefit of the members of the Association, no member of the Association shall have the right to
assign, hypothecate, pledge or in any manner transfer his membership interest therein, except as an
appurtenance to his Unit. When a Unit Owner shall cease to be a member of the Association by
reason of his divestment of ownership of such Unit, by whatever means, the Association shall not be
required to account to such Unit Owner for any share of the funds or assets of the Association, or
which may have been paid to the Association by such Unit Owner, as all monies which any Unit
Owner has paid to the Association shall be and constitute an asset of the Association which may be
used in the operation and management of the Condominium.

H. The payment of any assessment or installment thereof shall be in default if such assessment
or installment is not paid to the Association within thirty (30) days of the due date for such payment.
When in default, the delinquent assessment or delinquent installment thereof due to the Association
shall bear interest at the rate of twelve percent (12%) per annum until such delinquent assessment or
installment thereof, and all interest due thereon, has been paid in full to Association. Any assessment
levied pursuant to this Declaration, or any installment thereof, which is not paid within ten (10) days
after it is due, shall be subject to such reasonable late charge per month for each monthly assessment
in arrears as the Executive Board may from time to time fix. All monies owing to the Association
shall be due and payable at the main office of Association in the State of North Carolina.

I The Unit Owner(s) of each Unit shall be personally liable, jointly and severally, to the
Association for the payment of all assessments, regular or special, which may be levied by the
Association against such Unit while such party or parties are Unit Owner(s). In the event that any
Unit Owner(s) are in default in payment of any assessment or installment thereof owed to the
Association, such Unit Owner(s) shall be personally liable, jointly and severally, for interest on such
delinquent assessment or installment thereof as above provided, and for all late charges and costs of
collecting such assessment or installment thereof and interest thereon, including a reasonable attor-
neys' fee, whether suit be brought or not.

J. No Unit Owner may exempt himself from liability for any assessment levied against him or
his Unit by waiver of the use of enjoyment of any of the Common Elements, or by abandonment of
the Unit or in any other way.

K. Recognizing that proper operation and management of the Condominium requires the
continuing payment of costs and expenses therefor, and that such proper operation and management
results in benefit to all of the Unit Owners, and that the payment of such Common Expenses
represented by the assessments levied and collected by the Association is necessary in order to
preserve and protect the investment of each Unit Owner, the Association is hereby granted a lien upon
each Unit and its appurtenant Allocated Interest, which lien shall secure and does secure the monies
due for all assessments now or hereafter levied against the Unit Owner of each such Unit, which lien
shall also secure interest, if any, which may be due on the amount of any delinquent assessments
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owing to the Association, and which lien shall also secure all late charges, fines and all costs and
expenses, including reasonable attorneys' fees, which may be incurred by the Association in enforcing
this lien upon said Unit and its appurtenant Allocated Interest in the Common Elements. The lien
granted to the Association may be foreclosed in the same manner that real estate deeds of trust and
mortgages may be foreclosed under power of sale under the laws of the State of North Carolina, and
in any suit for the foreclosure of said lien, the Association shall be entitled to a reasonable rental from
the Unit Owner of any Unit from the date on which the payment of any assessment or installment
thereof became delinquent, and shall be entitled to the appointment of a receiver for said Unit. The
lien granted to the Association shall further secure such advances for taxes, and payments on account
of superior mortgages, liens or encumbrances which may be required to be advanced by the
Association in order to preserve and protect its lien, and the Association shall further be entitled to
interest at the rate of twelve percent (12%) per annum on any such advances made for such purpose.
All persons, firms or corporations who shall acquire, by whatever means, any interest in the
ownership of any Unit, or who may be given or acquire a mortgage, lien or other encumbrance
thereon, are hereby placed on notice of the lien rights granted to the Association, and shall acquire
such interest in any Unit expressly subject to such lien rights.

L. The lien herein granted unto the Association shall be enforceable from and after the time of
recording a claim of lien in the Office of the Clerk of Superior Court of Forsyth County, North
Carolina, in the manner provided by Article 8 of Chapter 44 of the North Carolina General Statutes,
which claim shall state the description of the Unit encumbered thereby, the name of the record
owner(s), the amount due and the date when due. The claim of lien shall be recordable any time after
default and the lien shall continue in effect until all sums secured by said lien as herein provided shall
have been fully paid. Such claims of lien shall include only assessments which are due and payable
when the claim of lien is recorded, plus interest, fees, charges, late charges, fines, costs, attorneys'
fees, advances to pay taxes and prior encumbrances and interest thereon, all as above provided. Such
claims of lien shall be signed and verified by an officer or agent of the Association. Upon full
payment of all sums secured by such claim of lien, it shall be satisfied of record.

The lien provided for herein shall be subordinate to: (i) any liens and encumbrances recorded before
the docketing of the lien (including any mortgage or deed of trust); and (ii) liens for real estate taxes
and other governmental assessments or charges against the Unit. In addition, the lien provided for
herein shall be subordinate to the lien of any first mortgage or deed of trust. Any person, firm or
corporation acquiring title to any Unit and its appurtenant Allocated Interest in the Common Elements
by virtue of any foreclosure of a first deed of trust, deed in lieu of foreclosure of a first deed of trust
or judicial sale relating to a first deed of trust, shall be liable and obligated only for assessments as
shall accrue and become due and payable for said Unit and its Allocated Interest in the Common
Elements subsequent to the date of acquisition of such title, and it shall not be liable for the payment
of any assessments which were in default and delinquent at the time it acquired such title. In the
event of the acquisition of title to a Unit by foreclosure, deed in lieu of foreclosure or judicial sale,
any assessment or assessments as to which the party so acquiring title shall not be liable shall be
absorbed and paid by all Unit Owners as a part of the Common Expense, including such purchaser, its
heirs, successors and assigns, although nothing herein contained shall be construed as releasing the
party liable for such delinquent assessment from the payment thereof or the enforcement of collection
of such payment by means other than foreclosure.

M. Whenever any Unit may be leased, sold or mortgaged by the Unit Owner(s) thereof, the
Association, upon written request of the Unit Owner(s), shall furnish to the proposed lessee,
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purchaser or mortgagee, a statement verifying the status of payment of any assessment which shall be
due and payable to the Association on account of such Unit. Such statement shall be executed by any
officer of the Association, and any lessee, purchaser or mortgagee may rely upon such statement in
concluding the proposed lease, purchase or mortgage transaction, and the Association shall be bound
by such statement.

In the event that a Unit is to be leased, sold or mortgaged at the time when payment of any
assessment against such Unit and its Unit Owner(s) due to the Association shall be in default
(whether or not a claim of lien has been recorded by the Association), then the rent, proceeds of such
purchase or mortgage proceeds shall be applied by the lessee or purchaser first to payment of any then
delinquent assessment or installments thereof due to the Association before the payment of any rent,
proceeds of purchase or mortgage proceeds to any Unit Owner who is responsible for payment of
such delinquent assessment.

N. Institution of a suit at law to attempt to effect collection of the payment of any delinquent
assessment shall not be deemed to be an election by the Association which shall prevent it from
thereafter seeking, by foreclosure action, enforcement of the collection of any sums remaining owing
to it, nor shall proceeding by foreclosure to attempt such collection be deemed to be an election
precluding the institution of a suit at law to collect any sum then remaining owing to Association.

0. In any voluntary conveyance of a Unit, the purchaser thereof shall not be personally liable
for any unpaid assessments owed by the seller prior to the time of such voluntary conveyance.

P. In order to help insure that the Association will have sufficient monies available to meet
unforeseen expenditures, to purchase any additional equipment or services or for long-term capital
improvements and repairs to the Condominium, the Association has established a working capital
fund. At the time of the closing of the first sale of each Unit to a purchaser other than Declarant, the
purchaser thereof shall pay into such fund an amount equal to two-twelfths (2/12ths) of the current
annual assessment established by the Association. No such payments made into the working capital
fund shall be considered advance or current payment of regular assessments. The working capital
fund shall be maintained by the Association as a segregated fund. The working capital fund shall not
be available for use by Declarant to defray any of its expenses, reserve contributions, or construction
costs or to make up any budget deficits while Declarant is in control of the Association. All monies
paid into the working capital fund shall be held and administered by the Association in accordance
with the terms of this Declaration and the Bylaws. All monies paid into the working capital fund
shall be held and administered by the Association in accordance with the terms of this Declaration
and the Bylaws.

Q. In addition to the above-described assessments which may be levied by the Association,
the Association, in the sole discretion of its Executive Board, may elect to collect, on behalf of the
Master Association, the assessments levied by the Master Association against the Unit Owners.
The Association, in the sole discretion of its Executive Board, also may elect to serve as the Master
Association's attorney-in-fact for the purpose of enforcing the collection of such assessments and
any lien securing the same.

Document No. 433912 25



XXVIIL
COMMON SURPLUS

"Common Surplus," meaning all funds and other assets of the Association (including excess of
receipts of the Association, including but not limited to assessments, rents, profits and revenues from
whatever source) over amount of the Common Expenses, shall be owned by the Unit Owners in the
same proportion that the Allocated Interest in Common Elements appurtenant to each Unit Owner's
Unit bears to the total of all Allocated Interest in Common Elements appurtenant to all Units. The
Common Surplus shall be held by the Association in the manner prescribed in, and subject to, the
terms, provisions and conditions of this Declaration; provided, however, that the Association shall
have the sole discretion as to whether any distribution of Common Surplus should be made to Unit
Owners and, if so, when. Nothing in this Article shall require periodic distributions of Common
Surplus. Except for distribution of any insurance indemnity herein provided, or upon termination of
the Condominium, any attribution or distribution of Common Surplus which may be made from time
to time shall be made to the then current Unit Owners in accordance with their Allocated Interest.

XXVIIL
TERMINATION

The Condominium shall be terminated, if at all, in the following manner:

A. Except in the case of a taking of all of the Units by eminent domain, the termination of the
Condominium may be effected only by the agreement of the Unit Owners to which are allocated at
least eighty percent (80%) of the Allocated Interests in the Common Elements (including the Unit
Owners to which are allocated at least eighty percent (80%) of the Allocated Interest in the Common
Elements not allocated to a declarant), expressed in a termination agreement to that effect executed in
the same manner as a deed; and, provided, that the holders of at least two-thirds (2/3rds) of all first
mortgage or deed of trust liens affecting the Units (based on one (1) vote for each first mortgage or
deed of trust lien held) consent thereunto, or agree, in either case by instrument duly recorded, that
their liens be transferred to the percentage of the Allocated Interest of the Unit Owner in the
Condominium as provided in subparagraph "C" below, and provided further that so long as a
declarant retains the right to designate and select a majority of the persons who shall serve as
members of each Executive Board of the Association, Declarant consents thereto in writing by
instrument duly recorded. The termination agreement shall become effective when it has been
recorded in the public records of Forsyth County, North Carolina, and shall specify a date after which
it will be void unless then recorded.

B. Following termination of the Condominium, the Association, on behalf of the Unit Owners,
may contract for the sale of real estate in the Condominium, but such contract shall not be binding on
the Unit Owners until approved by unanimous agreement of all Unit Owners and the termination
agreement described in Paragraph A above reflects such approval and is recorded as required. For
purposes of any such sale following termination, title to that real estate, upon approval of sale, shall
be deemed vested in the Association as trustee for those holding an interest in the Units and the
Common Elements. Thereafter, the Association shall have all powers necessary and appropriate to
effect the sale. Until the sale has been concluded and the proceeds thereof distributed, the
Association shall continue in existence with all powers vested in the Association before the
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termination. Proceeds of the sale must be distributed to the Unit Owners and lienholders, as their
interests may appear, in proportion to the respective interests in the Common Elements of the Unit
Owners and their mortgagees as set forth in Paragraph D of this Article. All remittances to Unit
Owners and lienholders shall be payable jointly to them. Unless otherwise specified in the
termination agreement, as long as the Association is deemed to hold title to the real estate, each Unit
Owner and his successors in interest shall have an exclusive right to occupancy of the portion of the
real estate that formerly constituted his Unit. During the period of that occupancy, each Unit Owner
and his successors in interest shall remain liable for all assessments and other obligations imposed on
Unit Owners by law and under this Declaration.

C. In the event the real estate constituting the Condominium is not to be sold following
termination, title to the Common Elements and to all real estate in the Condominium shall vest in the
Unit Owners as tenants in common in proportion to each Unit's Allocated Interest, and all liens on
such Units shall shift accordingly. While such tenancy in common exists, each Unit Owner and his
successors in interest shall have an exclusive right to occupancy of the property that formerly
constituted his Unit.

D. The respective ownership interests of Unit Owners described in this Article XXVIII are as
follows:

1. Except as provided in subparagraph 2 below, the respective interest of a Unit Owner
is the fair market value of such Unit Owner's Unit, Limited Common Elements and such Unit's
Allocated Interest in the Common Elements immediately before the termination, as determined by
one or more independent appraisers selected by the Association. The appraisals shall be distributed
to the Unit Owners and shall become final unless disapproved within thirty (30) days after
distribution by Unit Owners of Units to which twenty-five percent (25%) of the votes in the
Association are allocated. The proportion of any Unit Owner's interest to that of all Unit Owners is
determined by dividing the fair market value of that Unit Owner's Unit, Limited Common Elements
and such Unit's Allocated Interest in the Common Elements by the total fair market values of all the
Units and Common Elements.

2. If any Unit or any Limited Common Element is destroyed to the extent that an
appraisal of the fair market value thereof prior to destruction cannot be made, the interest of each
Unit Owner shall be the Allocated Interest appurtenant to his Unit immediately before termination.

XXIX.

AMENDMENT OF DECLARATION OF CONDOMINIUM

This Declaration of Condominium may be amended in the following manner:

A. An Amendment or Amendments to this Declaration of Condominium may be proposed by
the Executive Board of the Association acting upon a vote of a majority of the Executive Board
members, or by Unit Owners of Units to which at least fifty percent (50%) of the votes in the
Association are allocated, whether meeting as members or by instrument in writing signed by them.
Upon any Amendment or Amendments to this Declaration of Condominium being proposed by the
Executive Board or members, such proposed Amendment or Amendments shall be transmitted to the
President of the Association, or other officer of the Association in the absence of the President, who
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shall thereupon call a Special Meeting of the Members of the Association for a date not sooner than
ten (10) days nor later than fifty (50) days from receipt by him of the proposed Amendment or
Amendments. It shall be the duty of the Secretary to give to each member written or printed notice of
such Special Meeting, stating the time and place thereof, and reciting the proposed Amendment or
Amendments in reasonably detailed form, which notice shall be mailed not less than ten (10) days nor
more than fifty (50) days before the date set for such Special Meeting. If mailed, such notice shall be
deemed to be properly given when deposited in the United States Mail addressed to the member at his
Post Office address as it appears on the records of the Association, the postage thereon prepaid. Any
member may, by written waiver of notice signed by such member, waive such notice, and such
waiver, when filed in the records of the Association, whether before or after the holding of the
meeting, shall be deemed equivalent to the giving of notice to such member. Except in the cases of
amendments that may be executed by a declarant pursuant to the exercise of the Development Rights
reserved in Article V hereof and except to the extent any larger majority is expressly required by the
North Carolina Condominium Act or this Declaration, this Declaration may be amended only by the
affirmative vote of, or a written agreement signed by, the Unit Owners of Units to which at least
seventy-five percent (75%) of the votes of the Association are allocated. In addition, so long as a
declarant retains the right to designate and select a majority of the persons who shall serve as
members of each Executive Board of the Association, any amendment to this Declaration shall
require the consent and joinder of such declarant(s). Upon adoption such Amendment or
Amendments to this Declaration of Condominium shall be transcribed and certified by the President
and Secretary of the Association as having been duly adopted. An original of such Amendment or
Amendments, so certified and executed on behalf of the Association and, if required, executed by
declarant(s), with the same formalities as a deed, shall be recorded in the Public Records of Forsyth
County, North Carolina. Such Amendment or Amendments shall specifically refer to the recording
data identifying the Declaration of Condominium and shall become effective upon recordation.
Thereafter, a copy of said Amendment or Amendments in the form in which the same were placed of
record by the officers of the Association shall be delivered to all Unit Owners, but delivery of a copy
thereof shall not be a condition precedent to the effectiveness of such Amendment or Amendments.

B. Declarant shall have the right to file amendments to this Declaration pursuant to Article V
hereof, without the consent or joinder of any Unit Owners or their mortgagees. In addition,
notwithstanding anything herein to the contrary, Declarant may at anytime unilaterally amend this
Declaration to terminate or restrict any right reserved hereunder by Declarant

C. Except to the extent expressly permitted or required by the North Carolina Condominium
Act or by other provisions of this Declaration, no amendment to this Declaration may create or
increase special Declarant rights, increase the number of Units, or change the boundaries of any Unit,
the Allocated Interest appurtenant to a Unit, or the uses to which any Unit is restricted, without the
unanimous consent of all of the Owners of all Units and the consent of Institutional Lenders holding
first mortgages or deeds of trust on the Units required pursuant to Article XXIX hereof.

D. Except for Amendments filed by Declarant pursuant to the exercise of Development Rights
reserved in Article V hereof, no material alteration, amendment or modification of this Declaration,
the Articles of Incorporation or Bylaws of the Association shall become effective without the prior
written consent of the Institutional Lenders (as hereinafter defined) who represent at least fifty-one
percent (51%) of the votes of the Units that are subject to mortgages held by Institutional Lenders.
Any change to the provisions of this Declaration, the Articles of Incorporation or Bylaws that affects
any of the following shall be deemed material: voting rights; assessments, assessment liens, or the
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priority of assessment liens; reserves for maintenance, repair, and replacement of Common Elements;
responsibility for maintenance and repairs; reallocation of interests in the Common Elements or
Limited Common Elements, or rights to their use; redefinition of any Unit boundaries; convertibility
of Units into Common Elements or vice versa; expansion or contraction of the Condominium, or the
addition, annexation or withdrawal of property to or from the Condominium; boundaries of any Unit;
insurance or fidelity bond requirements; imposition of any restrictions on leasing of Units; imposition
of any restrictions on a Unit Owner's right to sell or transfer his or her Unit; a decision by the
Association to establish self management; restoration or repair of the Condominium (after damage or
partial condemnation) in a manner other than that specified herein; or any provisions that expressly
benefit Institutional Lenders.

E. No alteration, amendment or modification of the rights and privileges granted and reserved
hereunder in favor of Declarant shall be made without the written consent of Declarant being first had
and obtained.

XXX.
REMEDIES IN EVENT OF DEFAULT

The Unit Owner(s) of each Unit shall be governed by and shall comply with the provisions of this
Declaration, and the Articles of Incorporation and Bylaws of the Association, as any of the same are
now constituted or as they may be amended from time to time. A default by any Unit Owner shall
entitle the Association or the Unit Owner of any other Units to the following relief:

A Failure to comply with any of the terms of this Declaration of Condominium or other
restrictions and regulations contained in the Articles of Incorporation or Bylaws of the Association, or
which may be adopted pursuant thereto, shall be grounds for relief including without limitation an
action to recover sums due for damages, injunctive relief, foreclosure of lien, or any combination
thereof. Such relief may be sought by the Association, in the sole discretion of its Executive Board,
or, if appropriate, by an aggrieved Unit Owner.

B. As provided herein and in the Bylaws of the Association, each Unit Owner shall be liable for
the expense of any maintenance, repair or replacement rendered necessary by his act, neglect or
carelessness, or by that of any member of his family, or his or their guests, employees, agents or
lessees, but only to the extent that such expense is not met by the proceeds of insurance carried by the
Association. Such liability shall include any increase in fire insurance rates occasioned by use,
misuse, occupancy or abandonment of a Unit or its appurtenances. Nothing herein contained,
however, shall be construed so as to modify any waiver by insurance companies of rights of
subrogation.

C. The Bylaws of the Association provide that the Association may fine a Unit Owner in an
amount not to exceed One Hundred Fifty Dollars ($150.00) for each violation of this Declaration, the
Bylaws or the rules and regulations of the Association, or may assess liability against a Unit Owner in
an amount not to exceed Five Hundred Dollars ($500.00) for any occurrence of damage to Common
Elements caused by a Unit Owner which is not covered by the Association's insurance. As set forth
in the Bylaws, a hearing for the accused Unit Owner must be held before an adjudicatory panel
appointed by the Association, which panel shall accord to the party charged with the violation:

(i) notice of the charge; (ii) opportunity to be heard and to present evidence; and (iii) a notice of the
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decision. Any such fine or liability assessment shall be both the personal obligation of the Unit
Owner against whom the fine is assessed and a lien upon the Unit of such Unit Owner and its
appurtenant Allocated Interest, to the same extent as the assessments described in Article XX VI
hereof.

D. If damage is inflicted on any Unit by an agent of the Association acting within the scope of
his activities as such agent, the Association shall be liable to repair such damage or to reimburse the
Unit Owner for the cost of repairing such damages. The Association shall also be liable for any
losses to the Unit Owner.

E. In any proceeding arising because of an alleged default by a Unit Owner, the Association, if
successful, shall be entitled to recover the costs of the proceeding and such reasonable attorneys' fees
as may be determined by the Court.

F. The failure of the Association or any Unit Owner to enforce any right, provision, covenant
or condition which may be granted by this Declaration or the other above mentioned documents shall
not constitute a waiver of the right of the Association or of the Unit Owner to enforce such right,
provision, covenant or condition in the future.

G. All rights, remedies and privileges granted to the Association or the Unit Owners, pursuant
to any terms, provisions, covenants or conditions of the Declaration or other above mentioned
documents, shall be deemed to be cumulative, and the exercise of any one or more shall not be
deemed to constitute an election of remedies, nor shall it preclude the party thus exercising the same
from exercising such other and additional rights, remedies or privileges as may be available to such

party at law or in equity.

H. The failure of Declarant to enforce any right, privilege, covenant or condition which may be
granted to it by this Declaration or other above mentioned document shall not constitute a waiver of
the right of Declarant to thereafter enforce such right, provision, covenant or condition in the future.

L. The failure of an Institutional Lender or Institutional Lenders, as said term is herein defined,
to enforce any right, provision, privilege, covenant or condition which may be granted to it or them
by this Declaration or other above-mentioned documents, shall not constitute a waiver of the i ght of
said party or parties to thereafter enforce such right, privilege, covenant or condition in the future.

XXXI.

RIGHTS RESERVED UUNTO INSTITUTIONAL LENDERS, HUD, VA, FNMA AND FHLMC

A, "Institutional Lender" or "Institutional Lenders," as the terms are used herein, shall mean and
refer to banks, savings and loan associations, insurance companies, other firms or entities customarily
affording, holding, insuring or guaranteeing loans secured by first liens on residences, HUD, VA,
FNMA AND FHLMC, and other eligible insurers and governmental guarantors having given notice
to the Association as hereinafter provided. In addition to any other rights set forth in this Declaration,
so long as any Institutional Lender or Institutional Lenders shall hold any first mortgage upon any
Unit or Units, or shall be the owner of any Unit or Units, and shall have given notice to the
Association as set forth below, such Institutional Lender or Institutional Lenders shall have the
following rights:
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L. To be given timely written notice of any proposed amendment to this Declaration or the
Articles or Bylaws of the Association effecting a change in: (1) the boundaries of any Unit or the
easement rights appertaining thereto; (2) the interests in the general or limited common elements
appertaining to any unit or the liability for common expenses appertaining thereto (except for changes
in appurtenant interest resulting from additions of land by Declarant pursuant to Article V of this
Declaration); (3) the number of votes in the Association appertaining to any Unit or (4) the purposes
to which any Unit or the Common Elements are restricted.

2. To be given timely written notice of any proposed action that requires the consent or
approval of a specified percentage of Institutional Lenders.

3. " To be given timely written notice of any condemnation loss or casualty loss which affects a
material portion of the Condominium or a material portion of the Unit on which it holds, insures or
guarantees a mortgage or deed of trust.

4. To be given timely written notice of any delinquency in the payment of any assessment or
charge (which delinquency remains uncured for a period of sixty (60) days) by any Unit Owner
owning a Unit encumbered by a mortgage or deed of trust held, insured or guaranteed by such
Institutional Lender.

5. To be given timely written notice by the Association of any change in the company or
companies with whom casualty insurance is placed and notice of any lapse, cancellation or material
modification of any insurance policy or fidelity bond maintained by the Association pursuant to the
provisions of this Declaration or the Articles or Bylaws of the Association.

6. To be given timely written notice of any proposed termination or abandonment of the
Condominium; or any decision to terminate professional management of the Association and assume
self-management by the Association.

Whenever any Institutional Lender desires to avail itself of the provisions of this Declaration to be
applicable to it, it shall furnish written notice thereof to the Association at the address shown in the
Articles of Incorporation, identifying the Unit or Units upon which any such Institutional Lender
holds, insures or guarantees a mortgage, or identifying any Units owned by it, together with sufficient
pertinent facts to identify the mortgage(s) held, insured or guaranteed by it, and which notice shall
designate the place to which notices are to be given by the Association to such Institutional Lender.

B. Except as otherwise herein provided with respect to the addition by Declarant of land described in
Exhibit "C," no additional property may be added to the existing Condominium without the prior
written consent of each of the following which holds, insures or guarantees any mortgage on any Unit
in the Condominium: HUD, FNMA, FHLMC and VA. Upon written request of HUD, FNMA,
FHLMC or VA, provided the requesting entity holds, insures or guarantees a mortgage on any Unit in
the Condominium, or, by virtue of foreclosure of such a mortgage or a deed in lieu thereof, owns a
Unit in the Condominium, the Association shall prepare and furnish within a reasonable time an
audited financial statement of the Association for the preceding fiscal year.

Document No. 433912 31



XXXII.

RIGHT OF DECLARANT TQ REPRESENTATION
ON EXECUTIVE BOARD OF THE ASSOCIATION

Except as otherwise set forth in paragraphs A. and B. below, for a period ending one hundred
twenty (120) days after the conveyance of seventy-five percent (75%) of the units (including units
which may be created pursuant to Special Declarant Rights; i.e., seventy-five percent (75%) of two
hundred sixty-four (264) units) to Unit Owners other than a declarant, but in any event no longer than
two (2) years after Declarant has ceased to offer Units for sale in the ordinary course of business, two
(2) years after the last exercise of any Development Rights set out in Article V of this Declaration or*
seven (7) years from the date of recording of this Declaration, whichever occurs first, Declarant shall
have the right to designate and select all of the persons who shall serve as members of each Executive
Board of the Association.

A. Not later than 60 days after conveyance of twenty-five percent (25%) of the
units (including units which may be created pursuant to Special Declarant Rights; i.e.,
twenty-five percent (25%) of two hundred sixty-four (264) units) to Unit Owners other than
a declarant, at least one member and not less than twenty-five percent (25%) of the members
of the Executive Board shall be elected by Unit Owners other than the Declarant.

B. Not later than 60 days after conveyance of fifty percent (50%) of the units
(including units which may be created pursuant to Special Declarant Rights; i.e., fifty
percent (50%) of two hundred sixty-four (264) units) to Unit Owners other than a declarant,
not less than thirty-three percent (33%) of the members of the Executive Board shall be
elected by Unit Owners other than the declarant.

In the event of dissolution of Declarant at a time when it is the Unit Owner of a Unit, then the rights
of the Declarant under this Article shall pass fo and may be exercised by its successors receiving
ownership of any such Unit in dissolution.

Whenever Declarant shall be entitled to designate and select any person Or persons to serve on any
Executive Board of the Association, the manner in which such person or persons shall be designated
shall be as provided in the Articles of Incorporation and/or Bylaws of the Association, and Declarant
shall have the right to remove any person or persons selected by it to act and serve on said Executive
Board and to replace such person or persons with another person or other persons to act and serve in
the place of any member or members of the Executive Board so removed for the remainder of the
unexpired term of any member or members of the Executive Board so removed. Any Executive
Board Member designated and selected by Declarant need not be a resident in the Condominium.
However, Declarant shall be responsible for the payment of any assessments which may be levied by
the Association against any Unit or Units owned by the said Declarant, and for complying with the
remaining terms and provisions hereof in the same manner as any other Unit Owner.
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XXXIII.
SEVERABILITY

In the event that any of the terms, provisions or covenants of this Declaration are held to be partially
or wholly invalid or unenforceable for any reason whatsoever, such holding shall not affect, alter,
modify or impair in any manner whatsoever any of the other terms, provisions or covenants hereof or
the remaining portions of any terms, provisions or covenants held to be partially invalid or
unenforceable, '

XXX1V.
LIBERAL CONSTRUCTION

The provisions of this Declaration shall be liberally construed to effectuate its purpose of creating a
uniform plan of Condominium ownership. Throughout this Declaration wherever appropriate the
singular shall include the plural and the masculine gender shall include the feminine or neuter. The
Article headings are for convenience of reference only and shall not be considered terms of this
Declaration.

XXXV.

DECLARATION OF CONDOMINIUM BINDING
ON ASSIGNS AND SUBSEQUENT UNIT OWNERS

The restrictions and burdens imposed by the covenants of this Declaration are intended to and shall
constitute covenants running with the land, and shall constitute an equitable servitude upon each Unit
and its appurtenant undivided interest in Common Elements. This Declaration shall be binding upon
Declarant, its successors and assigns, and upon all parties who may subsequently become Unit
Owners, and their respective heirs, legal representatives, successors and assigns.

XXXVI.
AGENT FOR SERVICE OF PROCESS

The following named individual is designated as the person to receive service of process for the
Association: B. John Kavanagh, 1810 Pembroke Road, Greensboro, North Carolina, 27408.

XXXVIIL
CONTRACT RIGHTS OF ASSOCIATION

The undertakings and contracts entered into by or on behalf of the Association (including contracts
for the management of the Condominium) during the time Declarant has the right to appoint a
majority of the members of the Executive Board of the Association shall be binding upon the
Association in the same manner as though such undertakings and contracts had been entered into by
or on behalf of the Association after the Executive Board duly elected by the membership of the.
Association takes office; provided, however that (1) any management contract, employment contract,
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or lease of recreational or parking areas or facilities, (2) any other contract or lease between the
Association an a declarant or an affiliate of a declarant, or (3) any contract or lease that is not bona
fide or was unconscionable to the Unit Owners at the time entered into under the circumstances then
prevailing, may be terminated by the Association without penalty at any time after the Executive
Board a majority of the members of which are elected by the Unit Owners takes office, effective upon
written notice to the other party. Notice of the substance of the provisions of this Article shall be set
out in each contract entered into by or on behalf of the Association during the time Declarant has the
right to appoint a majority of the members of the Executive Board of the Association.

IN WITNESS WHEREOF, JOHN KAVANAGH COMPANY has caused these presents to be
executed in its name by its President, attested by its ﬁgi Secretary and its
corporate seal to be hereunto affixed, this 3], & day of AsZsdess , 2000.

JOHN KAVANAGH COMPANY
ATTEST:

' ' BY: bm
. Secretary 7 President
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NORTH CAROLINA

Suy¥o od
EORS¥H COUNTY
I N a Notary Public, do hereby certify that
Lise O WwhiteXer ersonally appeared before me this day and acknowledged that

he/sheis the asst¥  Secretary of JOHN KAVANAGH COMPANY, a North Carolina corporation,
and that by authority duly given, and as the act of the corporation, the foregoing instrument was signed
in its name by its President, sealed with its corporate seal, and attested by him/herself as its

asst Secretary.
WITNESS my hand and official seal this _ 3\ day of . Yoo r , 2000.

Notdfy Public

My Commission Expires:

“W.\q-02

Document No. 433912 35



BRANCH BANKING AND TRUST COMPANY, as the holder of an existing loan secured by the
Deed of Trust recorded in Book 2067, Page 3370, in the Office of the Register of Deeds, Forsyth
County, North Carolina, as amended by instruments entitled “Amendment to Deed of Trust” recorded
in Book 2076, Page 1300 and Book 2117, Page 1656, in said Registry (the “Deed of Trust”), and LARS
C. ANDERSON, as Trustee under the Deed of Trust, join in the execution of this instrument for the
purpose of subjecting the aforesaid Deed of Trust to the terms and provisions of this Declaration of
Condominium for Deacon Ridge.

BRANCH BANKING AND TRUST COMPANY

BY: %WMW /Q?

J M YeRrou IR VICE// President

ATTEST:

Secretary

Q.
LARS C. ANDERSON

Trustee
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NORTH CAROLINA
GUILFORD COUNTY

I, THE UNDERSIGNED a Notary Public, do hereby certify that __STANLEY P GINTER
personally came before me this day and acknowledged that he/she is the
Secretary of BRANCH BANKING AND TRUST COMPANY, and that by authority duly given,
and as the act of the corporation, the foregoing instrument was signed in its name by its _VICE
President, sealed with its corporate seal, and attested by him/herself as its ASST Secretary.

WITNESS my hand and official seal this _24TH _day of _ OCTOBER , 2000.
e, Cop A CIOE
0. FAIRC"%,, Notary Public
..“-kv‘.&".. uoloo... .9 a O“
My Commission Expi?&.? oTA /(,}‘...:5- Y
6-18-02 : S es | P
Ta\ Ay iZS
"’f&%\\ﬁl B\-\ 7 “t:
“eORD COT®
LTI
NORTH CAROLINA
GUILFORD COUNTY
I, _THE UNDERSIGNED a Notary Public, do hereby certify that LARS C.

ANDERSON, Trustee, personally appeared before me this day and acknowledged the execution of
the foregoing instrument.

WITNESS my hand and official seal this _24TH day of OCTOBEMOOO.
- \\Notary Public
..""'l"

My Commission Expiresg® B« FAIR s,
6-18-02 .“'é\"’ “"“'-c.:‘o)g,‘
[ %,
[Ny é;) TAp 2%

-
: r
H 1 e S U E
- -
LA 6"\\? -
) ?A" oA
" " ) .
"c?‘?b (EE;.\J":;""~ STATE OF NC - FORSYTH CO AW“‘E “E%'f"“‘e(” L
Jll...“..l‘ | PO, Cr v ;tﬂ.-',-;_. D¢
Ed NP(s)
Fal =tk La

is/are certified to be correct at the date of record, on the first page lh:%
Dickie C. Wood, Register of Deeds by:
“N\J

1)
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