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EXHIBIT D TO DECLARATION
FOR HERON "COVE CONDOMINIUMS
CREATING UNIT OWNERSHIP
AND ESTABLISHING RESTRICTIONS,
COVENANI'S AND CONDITIONS

BY-LaAWS OF
HERON COVE HOMEOWNERS ASSOCIATION, INC.
ARTICLE I
NAME, PURPOSLE 2aNWD APPLICABILIYTY

1.1 VNane. The nawme of this non-prorfic, non-stock
membership corporation shall be HERON COVE HOMEOWHERS
ASSOCIATION, INC., herelnafter referred to as

"rssociation™.

1.2 Purpose. The purpose of the Association shall be
to administer, manage, and operate the condominium
property, in accordance with the Unit Ownership Act, cthe
Non-profit Corporation Act of North Carolina, this
Declaration, and the Articles of Incorporation and cthese
By-Laws, as may be amended from time to time. The
Association shall not engage in any activities other than
those directly related to administration of the condominium
property and the Unit Owners' responsibility with respect
to the same,

1.3 Applicability. 7These By-Laws are applicable to
the property known as HEKON COVE CONDOMINIUMS, as such
property is described on EXUIBIT A attached to thac certain
Declaration Creating Unit Ownership and Establishing
Restrictions, Covenants, and Conditions for HERON COVE
CONDOMINIUMS. ‘These By-Laws are binding on all presentc or
future Owners, tenants, guestcs, residents, or other persons
occupying or using the rucilities of such condominium
property. The mere acguisition, rental, or act of
occupancy of any part of cthe condominiuwm property will
signify that these By-Laws are accepted, ratified, and
will be complied with. fThe provisions of the Decluaration
Creating Unit Ownership and Establishing Restrictions,
Covenants, and Conditions for HEROWN COVE CONDOMINIOUMS
regarding the governing and administracion of the
Association are incorporated herein by reference,

ARTICLE II
DEFPINITIONS

The definition of words contained in the DECLARATION,
Article II shall apply to those words and tecms as used in
these By-Laws. .



AWTICLE IIX

OFFICES, REGISTERED AGENY, SEAL, FISCAL YEAR

3.1 Principal Office, Registered Office. 1The
principal office of the Association shall be located atc
4417 North Croatan Highway, Kicty Hawk, HWC 27949, or suecl
other places as the Board of Directors way designate from

time to time.

3.2 Registered Agent. ‘The initial Registered Agenc
for the Unit Owners for matters incident to the condowinium
property and the initial Registered Agent for the
Association is Daniel D. Khoury, whose address is Post
Office Box 1584, Kill Devil Hills, NC 27948. “he
Registered Agent for the Associution shall alsc be thu
Registered Agent for the Unit Owners. The individuxl
serving as Registered Agent way be removed rfrom office and
replaced at any time by vote of the Boara of Direcrors of

the Association,.

3.3 Seal. The seal of the Association shall contain
the name of the Association, the word "Seal", and such
other words and fiqures as desired by the Board of
Directors. "When obtained, the seal shall be impressed in
the margin of the minutes aof the initial meeting of che
Board of Directors.

3.4 PFiscal Year. The fiscul year of the Associatian
shall be January 1 through December 31.

ARTICLE IV
MEMBERSHIP

4.1 Qualification. Mewbership in the Association
8hall be confined to and consist of the Unit Owners.
Membership shall be appurtenant to and inseparable from
unilt ownership. No Unit Owner shall be required to pay any
congideration whatsoever for his membership.. Membership in
the Association shall jinure automatically to Unit Owners
upon acqulaition of the rfee simple title, whether
encumberad or not, to aay one or wmore unics. ‘The date or
reglstration of the conveyance in the Dare County Registry
of the unit in question shall goveérn the date of ownership
of each particular unit. However, in the case of deacth,
the transfer of ownership shall occur on the date of deach
in the case of intestacy, or date of probate of the will in
the case of testacy. Until a decedent's will is pProbaced,
the Assoclation may rely on the presumption that a dececased
Owner died intestate.
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4.2 Annual Meetings. ‘‘he annual meetings of the Unic
Owners Association shall be held ar leasc seventy~rfive days
before the beginning of each fiscal year on such date other
than Sunday or legal holiday as may be established by che
Board of Directors. At such annual mectings, wmewbers of
the Board of Directors shall be eclected by the Unic Owners
in accordance with the requirements of Section 5.4 of these
By-Laws. During the Declarant Control Perioed, cthe
Declarant shall be entitled to designate members of che
Board of Directors not elecred pursuant to Section 4.4. If
the special meeting held pursuant to Section 1.4 1s held
within six months of a scheduled annual mesting, the annual
meeting shall not be held until the following year.

4.3 Place of Meetings. Meetings of the Unit Owners
Association shall be held at the principal office of the
Unit Owners Association or at such other sultable pluce
convenient to the Unit Owners as way be designated by che
Board of Directors. '

4.4 Special Meetings.

_ (A) The President shall call a special meeting of the
Unit Owners Association if so directed by resolution of the
Board of Directors or upon a petition signed and prescnted
to the Secretary by at least Owners of two unics. “he
notice of any special meeting shall state the time, pluce
and -purpose thereof, No business shall be cransacted ac a
special meeting except as stated in the notice, :

(B) Not later than October 1, 1987, a special meecing
of the Unit Owners Association shall be held at which &
majority of the members of the Board of Directors shall be
elected by the Unit Owners.

4.5 Notice of Meetings. The Secretary shall give to
each Unit Owner a notice of cach annual or regularly
scheduled meeting of the Unit Owners at least twenty-one
but not more than thirty days, and of each special meecing
of the Unit Owners at least scven but not more than thircy
days, prior to such meeting, stacing the time, place and
purpose thereof. The giving of notice in the manner
provided in this Section and Szction 11.2 of the By-Laws
shall be congidered service of notice.

4.6 Quorum; Adjournment if No Quorum, A gquorum shall
consist of members present, in person or by proxy, entitled
to cast at least Sixty-Six and fwo Thirds Percenc (66 2/3%)
of ‘the total votes in the Associacion. If a quorum is not
present, the meeting shall be adjourned from time to time
until quorum is present.
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4.7 Voting,

(A) The total votes in the Associution are allocaced
Lo units by the Declaration. “he votes allocated to the
unit may be cast by the Unit Owner of that unic. When
there is more than one Unit Owner of a unic, the vocte for
that unit shall be cast as they shall deterwine. “The vote
allocated to a unit shall noc be spliv but shall be vored
as a single whole. If therec is more than one Unit Owner or
a unit and said Unit Owners cannot agree on how to vote for
that unit, such vote shall be cast, and the dispute shall
be resolved by arbitration. The Association shall noct be
entitled to cast the votes allocated to the unirt owned by
it.

(B) Except where a greater nwnher is required by cthe
Condominium Act, the Declaration or these By-Laws, a
Majority of the Unit Owners is required to adopt decisions
at any meeting of the Assqciation.

. (c) No Unit Owner may vote at any meeting of the
Assocliation or be elected to or serve on the Board of
Directors if payment of the assessment on his unit 1is
delinguent more than thirty days and the amount NECESSAry
to bring his account current has not been paid at the time
of such meeting or election. “There shall be no cumulative

voting. -

4.8 Proxies. A vote may be cast in person or by
proxy. Such proxy may be granted by any Unit Owner in
favor of only another Unit Owner, the Secretary of the
Association, the Declarant or his Mortgagee, or in the case
of a non-resident Unit Owner, the leéessee of such Unit
Owner's unit, his attorney or management agent. Proxies
shall be duly executed in writing, shall be witnessed,
shall be valid only for the particular nmeating désignaced
therein and must be filed with the Secretary before the
appointed time of the meeting. Such proxy shall be deemed
revoked only upon actual receipt by the person presiding
over the meeting of notice or revocation from any orf the
persons owning such unit. Except with respect to proxics
in favor of a Mortgagee, no pProxy shall in any event be
valid for a period in excess of one hundred eighty days
after the execution thereof.

4.9 Conduct of Meetings. The President shall preside
over all meetings of the Association and the Secretary
shall keep the minutes of the meeting and record in a
minute book all resolutions adopted at the meccting, as well
43 a record of all transactions occurring thereato. The
President may appoint a person to serve as parliamentarian
at the meeting of the Association. The then current
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edition of Robert's Rules of Order shall govern the conduct
of all meetings of the Association when not in conrtlicec
with the Declaration, these By-Laws or the Condominium acc.
All votes shall be tallied by tellers appointed by the
President or other officer presiding over the meeting,

4.10 Prohibition of Cuamunlative Voring. There shull be
no cumulative voting.

ARTICLE V
DIRECTORS

5.1 Initial Board. Theé first Boacd shall consisc or
the three (3) persons elected by che mewmbers. whose nunes
are set forth in the Arciclez, and successors to any
thereof elected by the members.

5.2 Number and Qualificacions of Directers. The Board
shall consist of not léess then three (3) nor wore than five
(5) natural persons, as détermined at any annual mecting by
the members. Each Director shall be a Unit Owner or the
individual nominee of a Unit Owner which is other than an

individual.

5.3 Election of Directors. At the Iirst annual
meeting of the members, and at cach subsequent annual

meeting, the members shall elect the Directors by a
majority of the votes cast in the electicn.

5.4 Term. The .teruws of the Directors shall be
staggered so that at least one (1) but not more than three
(3) Directors are elected at any oné meeting and so that no
Director's term is less than one (1) yéar nor more than
three (3) years., The Dircctors shall estcablish rules to
implement the provisions of chis section.  Once elected, a
Director shall hold office until his successor has been
duly elected and has qualified.

5.5 Removal, Any Director may be removed, with or

without cause, by a vote of the members entitled to cast at

least alxty-six percent (66%) of the total votes in the
Association, -at a special mecring called for -such purpose,
and a successor may then be elected by the mewbers to serve
for the balance of the removed Director's term.

5.6 Vacancies. Any vacancy in the Board arising by
death or resignation of a Director shall be rilled by acc
of the remaining Directors, whether or nat constituting a
quorum, and a Director so elected shall serve for the
unexpired term of his predecessor in office.
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5.7 Regular Meetings. Reqular méetings of the Board
may be held at such time und place as shall be determined
by a majority of the Direcrtors. Notice of regular meetings
shall be given to each Director, personally or by mail,
telephone, or telegraph, at leasc seventy—-twe (72) hours
prior to the meeting.

5.8 Special Meetings. Special meetings of the Board
bay be called by the President and shall be called by che
President or the Secretary and held within ten {10) days
after written request therefor signed by two (2) Directors
is delivered to any other Dircctor or the President or the
Secretary. . Not less than seventy~-two (72) hours notice of
such special meeting shall be given personully or by mail,
telephone, or telegraph to cach Director; provided chac in
case the President or any Director determines that an
emergency exists, a special meeting may be called by giving
such notice as is possiblée under the circumscances. All
notices of a special neéeting shall state the time, placc
and purpose thereof. No business shall be transacted at a
special meeting except that which is stated in the notice

thereof.

: 5.9 Quorum; Adjournment if No Quorum. A majority of
the Board shall constitute a quorum for the ctransaction ofr
business at any meeting of che Board. 1If a quorum 1is not
present, the meeting shall be adjourned from time to time
until a quorum is present. The signing by a director or
the minutes of a meeting shall constitute the presence or
sauch Director at that lmecting for cthe purpose of
determining a quorum.

5.10 Manner of Acting. Each Direcror shall be
entitled to one (1) vote. The act of & majority of the
Directors present at a meeting shall constituve the act of
the Board unless the act of a. greater number is
required by the provisions of applicable law, the
Declaration or these By-Laws.

5.11 Board Action Without Meeting. Any action that
may be taken at a meeting of the Board may be taken without
a meeting -if such action is authorized in = writing,
setting forth the action taken, signad by all Directors.

5.12 Compensation of Directors Restricted. Direcvors
shall receive no compensation for their services, but may
be paid for out-of-pocket expenses incurred in the
performance of their duties as Directors.

5.13 ' Powers and Duties of Board. All of the powers
and duties of the Association shall be exercised by the
Board, including those existing under the common law,

o
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applicable statutes,_ the Act, the Declaration, the
Articles, and these By-Laws, as any therecof may from time
to time be amended. such powers and dutiecs shall be
exercised in accordance with the provisions of applicable
law, the Declaration, the Articles, and these By-Laws, and
shall include, but not be limited to, the rollowing:

(a) To prepare and provide to members annually, a
report containing at leasc che following:

(1) A statement of any capital expenditures in
excess of two percent (2%) of the current budget or Five
Thousand Dollars ($5,000.00), whichever is greater,
anticipated by the Association during the current Year or
succeeding two (2) fiscal years.

(i1) A statement of the stactus and amount of any
reserve or replacement fund and any portion of the rfund
designated for any specified project by the Board.

(1ii) A statement of the financial condicion of
the Association for the last fiscal year.

(iv) A statemenc of the status of any pending
sults or judgments in which the Association is a parcy.

"(v)- A statement of the insurance coverage
provided by the Association in accord with the requirements
of Article XII of these By-Laus.

(vi) A statement of any unpaid assessments
payable to the Association, identifying the unit and che
amount of the unpaid assessment.

(b) To adopt and amend budgets and to determine, and
collect assessments to pay the Common Expenses. B

(c) To regulate the use of, and to maintain, repair,
replace, modify and improve the Common Llementcs,

(d) To adopt and amend rules and regulations and to
establish reasonable penalties for infraction thereof for
the general welfare and safcty of HERON COVE CONDOMINIUMS .
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e) 'To enforce the provisions of the Declaration, the
Articles, these By-Laws, the Act, and rules and requlations
by all legal means, including injunction and IECcovery of
monetary penalties,

(£f) .To hire and terminate managing agents and to

‘delegate to such agents such powers and duties as the Board

shall determine, except such as are specifically required
by the Declaration, the Articles, these By-Laws, or the

7
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Act, to be done by the board or the members.,
Notwithstanding the foregoing, the Propercty, including each
unit, shall at all times be managed by a single managing
agent. The single managing agent shall not have authoricy
to lease any part of a unit without cthe approval of the

Unit Owner.

(g} To hire and terwinate agents and independent
contractors.

“(h) To institute, defend, intervenes in, or scttle any
litigation or administrative proccedings in its own name on
behalf of itself or two (2) or more Unit Owners on muatters
affecting the Condominium, the Common Elements, or wmore
than one unit.

(i) To establish and dissclve and liquidate, Trom time
to time, reserve accounts for any purpose.

(3) To borrow mgney for the maintenance, repair,
replacement, modification or improvement of common elements
and to pledge and pay assessments, and any and all other
revence and income, for such purpose.

(k) To buy units, in foreclosure of an assessment
lien, or at any other time or for any other reason, and to
sell, lease, mortgage, and otherwise deal in units rrom
time to time owned by the Association.

(1) To impose and receive payments, fees and charges
for the use, rental or opération of the Common Elementcs
other than the Limited Cowmmon Elemencs, excepc for
elevators, stairways, hallways and other portions of the
Common Elements which provide aceess to che units.,

(m) To grant leases, licenses, concessions and
easements through and over che Common Elements.,

e (n) To impose and collect reasonable charges,
including reasonable costs and attorneys fees, for the
evaluation, preparation and recordation of amendments to
the Declaration, resale certificates required by Chapter
47C-4-107 of the Act, or certificates of unpaid
assessments.

(o) To provide for indemnification of the
Association's officers and Directors and maintain officers’

and Directors' liability insurance.

(p) To impose charges for late payment of assessments
and, after notice aand an opportunity’ to be heard, levy

T et ) 1 e e £ 1 e e A st § o - 0% e g o e e e 0 P i A
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reasonable fines for violations of the Declaration, these
By-Laws, or the rules and regulations,

ARTICLE VI
OFFICERS

6.1 Designation of Ofricer. fThe officers of this
Association shall be a President, a Vice President, a
Secretary, and a Treasurer. A person may hold one or more
of such offices at one time, except that the President
shall not at the same time hold another office in the

Association,

6.2 Election of Officers. Officers of the Association
shall be elected by the Board. Elecrtion shall be held
annually at the first lheeting of the Board held afrer the
annual meeting of the members, except that the first Eoard
shall elect officers as S00on as practicable arfter filing of
the Declaration,

6.3 Term, Each officer shall Serve until his
Successor has been duly elected and has gqualirfied.

6.4 Removal, Any officer may be removed, with or
without cause, and without notice, by the Board.

: 6.5 Vacancy. Any vacaacy in any ofrice shall be
filled by the Board, and an officer elected to £ill a
vacancy shall serve for che unexpired cerm of his

predecessor in office,
6.6 Powers and Duties of Officers,

(a) President, The President shall be the chierf
eéxecutive officer of the Association; shall have all of the
bowers and duties incident to the office of a president or
a corporation, including, but not limited to, the duty co
presgside at all meetings of the Board and of the members,

"and the general supervision of officers in the management

of the business and affairs cf the Assoclation; and shall
see that all actions and resolutions of the Board are

carried into effect.

(b) Vice President. The Vice President shall perform
Such duties of the President s shall be assigned to him or
her by the President, and in the absence of the President
shall perform the duties and functions of the Presidenc.

(c) Secretary. The Seécretary shall keep the minutes
of all meetings and actions of the Board and of the
members; shall give all required noctices to cthe Directors

9.
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and members; shall keep the records of the Association,
except those kept by the- Treasurer; shall perform all other
duties incident to the office of a secretary of a
corporation; and shall perrform such other duties required

by the Board or the President,

(d) Treasurer. The Treasurer shall have custody of
all intangible property of the Association, including
funds, securities, and evidences of indebredness; shall
keep the books of the Association in accerdance with good
accounting practices and principles, and, upon request,
shall submit them, together with all vouchers, receipts,
records, and other papers to the Board for examination and
approval; shall deposit all moneys and other valuable
effects in depositories designated by the Board; shall
disburse funds of the Association as directed by the Board;
and shall perform all other duties incident to the office
of a treasurer of a corporacion. .

. 6.7 Execution of Agreements, etc. All agreements,
deeds, mortgages, or other instruments shall be executed by
any two (2) officers, or by such other person or parsons as
may be designated by the Board.

: 6.8 Compensation of Officers Restricted. No officer
shall be compensated for his services in such capacity, but
may be reimbursed for out-cf-pocket expensaes incurred in
performing his duaties.

ARTICLE VITI
INDEMNIFICATION OF DIRECTORS AND OFFICERS

The Associatlon shall indemnify such persons, for such
expenses and liabilities, in sueh manner, under such
circumstances, and to such extent, as permitted by the
appropriate sections of the Worth Carolina General
Statutes, as now enacted or herecafter amended.

ARTICLE VIIIL
COMMON EXPENSES, ASSESSHENTS AND LIENS

8.1 Common Expenses, Common Expenses shall mean and
include all sums declared Common Expenses by the Act, or by

‘any specific provision of these By-Laws or the Declaration,

and shall include, without limitation, the following: real
estate taxes, and other governmental assessments or charges
againast the Property until the units are separately
agssessed; premiums including any deductible or coinsurance
amount not covered by insurance; utility charges not
charged directly to Unit Owners; legal and accounting fees;

10
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costs and expenses incurred in connection wich any
litigation or administrative proceeding pursuant to Section
5.13(h) hereof; deficicts remaining from any prior
assessment period; the cost, including fees and incerescs,
incurred in connection with any borrowing done by the

‘Association; the cost of all fidelity bonds; costs impose

upon the Assaciation or any part of the Comnon Elements or
the Property by, or incurred by the Association as a resulc
or the performance, enforcemenc or amendment of, any
agreement or easement to which the Associacion is a parcy
or to which the common Elements or Propercy, or any part of
either thereof, is or may be subject; amounts determined
necessary for reserve funds; and indemaity paymencs made by
the Association pursuant to Article VITI hereof.

8.2 Obligation of Members to Pay Assesswents; awountc
of Levy,. Until the Association levies a Common Expense
assessment, Declarant shall pay all accrued expenses of the
Condominium, thereafter, each Unict Owner shall be
personally. and severally liable for the Comnon Expenses
that are levied against his unit while a Unic Owner. QLRach
Unit shall be assessed in accordance with that unitc's
percentage of Common Expenses as allocated by the
Declaration, as amended.

8.3 Allocation of Common Surplus. Any common surplus,
including: funds in reserve accounts, may be allocatad to
each unit in accordance with its percentage of Comwoin
Expenses, and, if allocated, shall be awned by the Unic
Owner of that unit, and, ir allocated, may be paid te the
Unit Owner or credited against that unit's share orf Commnon
Expenses subsequently assessed.

8.4 Preparation of Budget and Levying of Assessment.
For each fiscal year, beginning with the fiscal year
beginning January 1, 1987, the Boara shall prepare and
adopt a budget, including’ therein estimaces of the awount
hecessary to pay the Common Expenses, together with amounts
conslidered necessary by .the Board for regserves. Arfter
preparation and adoption of each such budget, the board
shall provide each member with a copy, and shall give each
member notice of the assessment made agalnstc chat mcwber's
unit -based upon such budget and may also state the interesc

to be charged an delinquent payments therecor. The
assessment shall be deemed levied upon the giving of such
notice. Provided, however, that the first budget afcer

creation of the Condominium shall be prepared and adopted
by the Board only for the balance of the then fiscal year
of the Association, commencing on the date of substancial
completion of all structural components and mechanical
Systems serving more than one unit of the initial building
to be constructed, shall be prepared and adopted as soon as

11
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practicable after said date of subscantial complecion, and
notice of the amount of cthe asséessment against each unit
for such balance of the fiscal year shall be given by the
Board to each member as soon as practicable after adoption.
Such assessment shall be decmed levied upon notice thereor

given by the Board.

8§.5 Assessment. A Lien. Every assessment shall
constitute a lien upon each unit assessed from the date the
assessment is levied, prior to all other licns except only
(i) real estate taxes and other governmental asSessmelts orc
charges against the unit and (ii) liens and encumbrances
recorded before the recordation of the Declaration.

8.6 Payment of Assessments. Assessments shall be
Payable when notice thercof is given, but shall not be
delinquent if paid at the times and in the amounts
specified by the Board in the notice of assessment. Except
for special assessments, one quarter (l1/4) of the
assessment shall be paid on or before the Ffirst (lst) day
of each January, april, July and October of e¢ach calendar
Year. Payments shall be made to the Assoclation, or as che
Board may from time to time otherwise direct.

8.7 Lilen As Against TFirsrt Mortgagees. The lien of
assessments shall be superior to the lien of a I'irst
Mortgage,

8.8 Funds and Reserves. All sums collected by the
Asseciation from assessments shall be accounted for as
follows: .

(a) .Reserve Pund for Repairs and Replacements. To
this' fund shall be credited all sums collected for the
purpose of effecting repairs and replacements of structural
elements and mechanical equipmeént, and other Common
Elements, of the Condominium.

. (b) General Operating Reserve Fund. To this fund
shall be credited all sums collected to provide a reserve
for purposes of providing a measure of financial stability

-during period of special stress, and may be used to meet
.deficiencies from time to time as a result orf delinquent
‘bayments of assessments and other contingencies.

(c) Maintenance Fund. to this fund shall be credited
collections of assessments for all Common Expenses for the
current year as well as common profits ‘and surplus from the
previous year, and not to be credited to either of the

above reserve funds,
I
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{(d) Working Capital Fund. &all funds, if any, received
by the Association for the initial working capital fund of
the Assaciation, to defray unforseen expenses and/or the
cost of additional equipment or services deemed necessary
or desirable by the Board, shall be maintained in and
Segregated in this fund for the use and benefit of the

Association.

The reserve fund for repairs and replacements shall be
established by the ‘Board beginning with the fiscal year
beginning January 1, 1988 and shall be funded therearfter by
regular installments rather than by extraordinary special
ajséssments.  The reserve funds described above shall be
maintained only in such amounts as deemed necessary or
desirable by the Board, subject, however, to the preceding
Sentence. To the extent maintained, funds therein shall be
held in ‘'such accounts, and with such depositories as the
Board, in its discretion, seclects. .

8.9 Special Assessments. In addiction to the
assessments levied pursuant tc Section 8.4, the Board, in
its discretion, may levy special assessments at such other
and additional times as in its judgement are required for:

(a) Maintenance, repalr, restoration and
reconstruction of the Common Elements, and operation of the
Condominium.

(b) Alterations, improvewents, and additions to the
Common Elements; provided, howaver, that any such special
assessment involving an expenditure in gxcess of "Ten
Thousand Zero Hundred and No/100 Dollars (510,000.00) shall
be first approved by the members entitled to cast at least
fifty percent (50%) of the ctotal votes in the Association

at a regular or special meeting of the Association.

(c) Payment of costs and eXpenses incurred in curing
defaults pursuant to Section 4.1 and 14.5 hereof.

Special assessments made pursuasnt to this Section shall
be a Common Expense, shall be deemed levied upon notice
thereof being given to the members subject to such special
‘aSessment, and shall be payable zas determined by the Board
and as set out in such notice.

8.10 Common ﬁxpenses Assoclated wicth Limited Cemmon
Elements or Benefiting Less Than All Unics.

{a) Any Common Expense associated Wwith the

maintenance, repair, or replacement of a Limited Common
Element shall be assessad against the unic, or in equal

13
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shares to the units, to which such Limited Common Elewment
was allocated at the time the éxpense was incurred,

(b) In addition, the Association may assess any iten
of Common Expenses benefiting less than all of the units
against the units benefited in proportion to their Conunon
Expense liability.

8.11 Failure to Prepare Budget and Levy Annual
Assessment; Deficiencie; in Procedure. “he failure or the
Board or delay of the BEoard in preparing any budget, and to
levy or in levying assessments, shall not consticute o
waiver or release of the members' obligation to pay
assessments whenever the same shall be decermined and
levied by the Board. Until & Bew assessment is levied by
the Board pursuant to Section 8.4 each member shall
continue to pay the asSesswent then previously levied
pursuant to Section 8.4 in the same amount and at the sume
Periodic times ag levied, or as the Board may otherwise
advise in writing. Also, any deficiencies or inadequacies
in the procedure followed by the Board in levying an
assessment shall not in any way affect its validity or the
obligation of members to pPay such assessuwent.

8.12 Assessment Roll; Certificate. 2all assessmencs
shall be set forth upon a roll of the unics, which shall be
available in ‘the office of the Association ror inspeccion
at all reasonable times by represencatives. Such roll
shall include, for €ach unic, the name and address of the
member or members, all assessments levied, aznd the amount
of all assessments unpaid. ‘“he Associacion, upon wricten
request, shall furnish to a Uanit Owner, or his authorized
agent, a recordable certificate setting forch the amount of
unpaid assessments currencly levied againsc his unit. The
certificate shall be furnished within seven (7) business
days after receipt of the Tequest and shall be binding upon
the Association and all Uhit Owners. For such certificate
a reasonable fee may be charged by the Board.

8.13 | Default and Enforcement. If any assessment, or
installment thereof, remains delinquent for ten (10) days,
then that adsessment, ‘and all cther asséssments then a lien
against that unit, may be declared by the Board to be
immediately due anad payable in full, with interest, without
further notice, and may be foreclosed by the Association in
the manner provided by Chapter 47C-~3-115 of the Act. all
fees, late charges, attorneys' fees, fines or interest
levied or collected by the Association in connection with
any unpaid assessments shall have the same priority as the
assessment to which they relate. The lien granted to the
Association sghall further Secure such advances for taxes,
and payments on account of superior mortgages, liens or

14
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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 highest rate allowed by law on any such advances made

for such purpose.

The lien granted to the Association may be& foreclosed
in the same manner that real estate deeds of trust and
mortgages may be foreclosed in 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 Owner of any condominium unic from the date on which
payment of any assessment or installment thereof became
delinquent, and the Association shall be entitled to the
appointment of a receiver to collect the same.,

In addition to the foregoing, and without waiving its
lien, the Assoclation may sSue to obtain a money judgement
for the amount of any delinquent assessment, or installment
thereof, together with interest, and the mewmbers 50 sued
and liable for such assessment shall pay all costs of
collection, including reasonable attorneys' fees, with
interest thereon at the same rate as charged oan the
aSsecsgsments being collected from the date incurred uncil

paid.

All persons, firms or corporations who shall acquire by
whatever means, any interest in the ownership of any con-
dominium unit, or who may be given or acquire a morcgage,
lien or other encumbrance thereon, are hereby placed on
notice to the lien rights granted to the Association and
shall acquire such interest in any condominium unit
eéxpressly subject to such lien rights.

8.14 Interest on Delinquent Assessments. Assessments,
or installments thereor, paid before they become
delinquent, shall not bear interest, but all delingquent
Sums shall bear interest at the rate set forth in the
notice levying the agsessment, not exceeding the rate of
interest allowed by the Act, from the date delinquent until
pald, If no interest rate is set forth in such notice,
such interest rate shall be che maximum allowed by the Acc.
All ‘payments upon account Shall be the maximum allowed by
the Act. All payments upon account shall be applied firse
to interest and then to the assessment, or installment
thereof, longest delinquent. All such interest shall have
the same priority as the assesswent on which such interest

daccrues,

15
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ARTICLE IX
RELOCATION AND ALTERATION OF UNITS

. 9.1 Procedure,. If any Unit Owner desires to (i)
relocate the boundaries or his unic pursuant to Chapcear
47C-2~114 of the Act, (ii) remove partitions or create
apertures pursuant to Chapter 47C-2-113 of the Act, or
(iii) make any improvements or alterations to his unic
which impair the structural integrity or mechanical Systems
of, or lessen the support of any portion 0L, the
Condominium, the procedure ser out in this Article shall be
followed. No Unit Owner shall paint or alter the exterior
of his unit, including the doors and windows, nor shall any
Unit Owner paint or latex the exterior of OCEANS NORTH
CONDOMINIUM without the prior written consent of the Board
of Directors as hereinafter set forth.

9.2 Notice to and Consent of Board. Prior to doing
any work of the kind set out in Section 9.1, the Unit Owner
shall give notice to the Board of his intent to do such
work and request and receive the written consent therasto of
the Board or, on appeal, the Association. With such notice
Bhall be given (i) a statement of the work to be done, (ii)
4 copy of the plans and specifications for the work, and
(1ii) such additional information relative to the proposed
work as the Board may reasonably request. Upon raceiving
all suca information and any fees and charges requested by
the Board, the Board shall set a date for a meeting on the
proposed work which shall be within fifteen (15} days after
such information and fees and charges are received., Notice
of such meeting shall be given to all members of the
Association in the same manner as & notice of a special
Board meeting. At the meeting, the Board shall receive
such testimony and evidence as it deems appropriate. ‘he
meeting may be continued from time to time by the Board.
At the meeting or at such ‘later time but, in any evVeént, not
later than sixty (60) days after such meating, the Board
shall decide whether to consent Qr not to consent to such
work., Written notice of such decision shall be given to

sald Onit Owner and all members .

9.3 Appeal to Association. The Unit Owner proposing
to do the work, or members reépresenting ten percent (10%)

"or more of the total votes in the Association, may appeal

the decision of the Board to the Association by filing a
signed written request for an Association meeting on the
work proposal. fThe written request must be filed with che
Secretary within ten (10) days of the date of the notice of
the Board's decision.
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9.4 Meeting and Decision of Association. Upon filing
of an appeal, a special meeting of the members of the
Assoclation shall be called. The notice of meeting shall
be'sent out within ten (10) days after such £filing, and the
meeting shall be held within thirty (30) days after such
filing. . The meeting may be continuéd from time to time by
the chalrman. fThe provisions of Article IV hereof shall
apply to such meeting. At such meecing the members shall
decide to consent or not to consent to such work. The
decision of the Association shall be final.

9.5 Fees, The Board may require the Unit Owner
proposing to do the work to pay reasonable fees and charges
to cover the costs to be incurred by the Association in
giving notice of and holding meetings pursuant to this
Article,

9.6 Conditions. The Board or, on appeal, the
Association, may impose conditions on any consent to such
work to- protect the Common elements, units and che
Condominium, and to insure that the provisions of the Ack,
Declaration and these By-Laws are complied wicth, including,
without limitation, the furnishing to the Association of
payment and performance bonds, or other Security acceptable
to the Board, to ensure that the proposed work is cimely
completed pursuant to the plans and specifications cherefor
and all costs thereof paid.

9.7 Controlling Procedure. ‘The procedure set out in
this Article shall control over any conctrary provisions in
the Act.

ARTICLE X
MAINTENANCE, REPAIR AND REPLACEMENT

(a) By the Board of Directors. ©The Board of
Directors shall be responsible for the maintenance, repair
and replacement (unless, if in the opinion of not less than
eighty percent (80%) of the Board of Directors such expense
was necessitated by the negligence, misuse or neglect of a
Unit Owner) of all of the Common Elements, the cost of
which shall be charged to all Unirt Owners as a Common

Expense.

(b) By the Unit Owner. Every Owner shall perform

‘promptly all maintenance and repair work within his

condominium unit which, if omitted would affect cthe.
Condominium, either in its entirety or in part beleonging to
other Owners, every Owner being expressly responsible for
the damages and liability which his failure to do so may
engender. The Owner of each condominium unit shall be

17
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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 fixtures

-and/or their connections required to provide water, lighe,

power, telephone, sewage and sanitary service to his
condominium unit. Such 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 Ownar nay
desire to place or maintain in his condominium unit.
Whenever the maintenance, repair, and replacement of any
item for which the Owner of a condominium unit is obligated
to maintain, replace or repair at his own expense is
occasioned by any loss or damage which way be covered by
any insurance maintained in foree by the Association, the
proceeds of the insurance received by the Asscciation shall
be used for the purpose of making such maintenance, repair
-Or replacement except that the Owner of such condominium
unit 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, exceed tha
amount of the insurance procecds applicable to such main-
tenance, repair or replacemant. The Owner of a condominium
unit who has -exclusive use of any Limited Common Area and
Facility shall maintain such at his own éxpense, unless
said Limited Common elements have been specifically
designated by the board of Directors as maintenance
responsibility of the Association. All glass doors, window
frames, panes and screens are a part of the respective
condominium units and shall be maintained by the respective
unit owners,

(c) Manner of Repair and Replacement. All repairs and
replacements shall be substantially similar to the original
construction and installation and shall be of first-class
quality, but may be docne with compatible building matcerials
and equipment. The method of approving payment vouchers
for all repairs and replacements shall be determined by the
Board of Directors,

ARTICLE XI

RESTRICTIONS ON USE OF UNITS AND COMMON ELEMENTS;
RULES AND RECULATIONS

/

- (A) Restrictions. Each Unit and the Common Elements
shall be occupied and used a follows:

18
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(1) Nothing shall be done or kept in any unit or in the
Common Elements which will increase the rate of insurance
for the Property or any part thereof applicable for
residential use without  the prior written consent of
the Board of Directors. No Unit Owner shall permit
anything to be done or kept in his unit or in the Comnon
Elements which will result in the cancellation of insurance
on the Property or any part thereof or which would be in
violation of any law, regulation or adwinistrative ruling.
No waste shall be committed on the Common Elementcs.

{2) No Unit Owner shall obstruct any or the Common
Elements nor shall any Unit OQwner place or cause or permic
anything to be placed on or in any of the Common Elements
without the approval of the Board of Directors.

(3) The Common Elements shall be used only for the
furnishing of the services and facilities for which the
same are reasonably suited and which are incident to the
use and occupancy of ‘the units. :

(4) No portion of any unit (other than the entire unit)
shall be leased for any period. No Unit Owner shall lease
a unit other than on a written form of lease: (1)
requiring the lessee to comply wich the Condominium
Instruments and Rules and Regulations; (ii) providing that
failure: to comply constituces a default under the lease,
and (iii) providing that the Board of Directors has the
pPower to terminate the lease or %o bring summary
proceedings to evict the tenant in the name of the lessor
thereunder after thirty days (30) prior written notice to
the Unit Owner, in the event of a default by the tenant in
the performance of the lease. The Board of Directors may
Provide a suggested standard form lease for use by Unic
Owners., . Each Unit Owner of a condominium unit shall,
promptly following the execution of any lease of a
condominium unit, forward a conformed copy thereof to the
Board of Directors.

(5) No trailers, campers, mobile-homes, recreational
vehicles, and other large vehicles may be parked on the
Property. 'No junk or derelict vehicle or other vehicle on
which current registration plates are not displayed shall
be kept upon any of the Common Elements. Vehicle repairs
other than ordinary washing and waxing are not permitted on

the Property.
(6) The maintenance, keeping, boarding and/or raising of
animals, livestock, poultry or reptiles -of any kind,

regardless of number, shall be and is prohibited within the
unit or upon the Common Elements, except that the keeping

13
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(e} reallocation of interests in the common elements or
limited common elements or rights to their use;

(£f) boundaries of any unit;

(g) convertibility of units into common elements or common
elements into units;

(h) expansion or contraction of the condominium or the
addition, annexation or withdrawal of property to or
from the condominium;

(i) insurance or fidelity bonds;
{j) leasing of units;

(k) imposition of any restrictions on a unit owner's right
to sell, transfer or otherwise convey his unit;

(1) a decision by the Association to establish self-
management when professional management had been
required previcusaly by any eligible mortgage holder;

(m) restoration or repair of the condominium (after damage
or destruction or partial condemnation) in a manner
other than that specified in this declaration or the
by-laws;

(n) any action to terminate the 1legal status of the
condominium after substantial damage or destruction or
condemnation; or

(o) any provisions that expressly benefit first mortgagees
or insurers or gquarantors of first mortgages.

Section 8.8 Consent of First Mortgagees or Unit Owners

This Section 8.8 shall be effective only if, at the time
this Section would apply, at least one unit is subject to
FNMA/FHLMC financing. Unless first mortgagees holding at least
66 2/3% of the votes allocated to first mortgagees (except first
mortgagees having one vote per unit financed), or such higher
percentage as is required by law, of the first mortgagees (based
upon one vote for each first mortgage owned) and unit owners
‘(other than the Declarant) holding at least 66 2/3% of the total
votes in the Association have given their prior written approval,
or such greater requirements specified in the Act or hereunder
have been satisfied, the Association shall not be entitled to:

(a) by act or omission, seek to abandon or terminate the
condominium;

20
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Bervants, lessees and persons over whom they exercise
control and/or supervision. These rules pertaining to the

. (C) Changes to Rules and Rkegulations. Each unit and
the Common Elements thall be occupied and used in

of the Rules and Regulacions shall be furnished by che
Board of Directors to each Unit Owner.

ARTICLE XII
INSURANCE
12,1 Authority to Purchase; Notice.

(a) Except as otherwise provided in Section 12.5, all
insurance policies relating to the Property shall be

failure is due to the unavailability of such coverages from
reputable insurance companies, or if such coverages are
available only at a demonstrably unreasonable cost. The
Board of Directors shall promptly furnish to each Unit
Owner written notice of tha Procurement of, subsequent
changes in, or termination of, insurance coverages obtained
on behalf of the Association,

(b} Each such policy shall provide that;:

(l) The insurer waives any right to cluim by way of
subrogation against the Declarant, the Association, the
Board of Directors, the Managing Agent or the Unitc Owners,

and their respective agents, employees, guests and, in cthe

“case of the Unit Owners the mewbers of their households;

(2) Such policy shall not be cancelled, invalidated or
Ssuspended due .to the conducr or any Unit Owner (including
his invitees; agents or employeces) or of any member,
officer or employee of the Board of Directors or the
Managing Agent without gz prior demand in writing that the
Board of Directors or the Managing Agent cure the defact
and neither shall have so cured such defect within sixty
(60) days after such demand;

e e e~ . . " 9 890 & D9 Jnohoobremne e
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(3) Such policy may not be cancelled or substantially
modified (including cancellation for nonpayment of premioem)
without at least sixty (50) days prior written notice to
the Board of Directors and the Muanaging Agent and, in the
case of physical damage insurance, to all Mortgagees.

{c) All policies of insurance shall be written by
reputable companies licensed to do business in the State of
North Carolina. Physical danmage policies shall be in form
and substance and with carriers acceptable to Mortgagees
holding a majority of the Mortgages (based upon one vote
for each Mortgage owned).

_ (d) The deductible, if any, on any insurance policy
purchase the Board of Directors shall be a Common Expense,
except where the claim is for cowponents of a unic.

12,2 Physical Damage Insurance.

(a) The Board of Dircctors shall obtain and maintain
a blanket, "all-risk“ form policy of fire insurance with
extended coverage, vandalism, malicious mischief,
windstorm, debris removal, cost of demolition and water
damage endorsements, insuring the entire Froperty including
fixtures and appliances inicially in=talled by the
Declarant but not including furniture, wall coverings,
furnishings or other Personal property supplied or
installed by Unit Owners, and covering the interests of the
Association, the Board of Directors and all Unit Owners and
their Mortgagees, as their interests nay appear, (subjecc,
however, to the loss paymenc and adjustment provisions in
favor of the Board of Directors as Insurance Trustee
contained in Section 12.6 and 12.7), in an amount noc less
than eighty percent (8B0%) of the replacement cost of the
insured property (exclusive of che Land, foundations and
other items normally excluded from such coverage), without
deduction for depreciation (such amount to be redetermined
annually by the Board of Directors with the assistance of
the insurance company affording such coverage), ‘he
liability insurance i3 to cover liubilicy which might arise
out of the use, ownership, or waincenance of the Commnon
Elements.

- (b) Such policy shall alsc provide:
(1) A waiver of any right of the insurer to repair,
rebuild or replace any damage or destruction, if a decision
is made pursuant to these By-Laws not to do so;

(2} -The following endorsements (or equivalent): (i) "no
control" (to the effect that coverage shall not be

2
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prejudiced by any act or aeglect of any occupant or Unic
Owner or their agents "when such act or neglect is noc
within the control of the insured, or the Unitc Owacrs
collectively; nor by any rfallure of the insured, or the
Unit Owners collectively, to comply with any warranty or
condition with regard to any portion of the Condominium
over which. the insured, or the Unit Owners collectively,
have no control); (ii) “coatingent liability from operation
of building laws or codes”; (iii) “increased cost or
construction® or Ycondominium replacement cost“; and (iv)
“agreed amount¥ or eliminaction of co~insurance clause; and

(3) That any “no other insurance" clause SXpPressly exclude
individual Unit Owners' policies from ivs operation so that
the physical damage policy purchased by the Board of
Directors shall be decwed primary covérage and any
individual Unit Owners' pPoliciés shall be decmed excess
coverage, and in no event shall the insurance coverage
obtained and maintained by the Board of Direccors hereunder
provide for or be brought into contribution with insurance
purchased by individual Unit Owners or their Mortgagees,

unless_otherwise required by law.

_ (c) A duplicate original of the policy of physical
damage insurance and all renewals thereof, and any sub-
policies or certificates and endorsements issued hereunder,
together with proof of paymenc of premiums, shall be
delivered by the insurer to any Mortgages requescing the
same, at least thirty (30) days prior to expiration of the
then current policy. Prior to obtaining any policy of
physical damage insurance or any renewal thereof the Hoard
of Directors shall obtain an appraisal from an insurance
company, or such other source as the Board of Direccors may
determine, of the then currant replacement cost of the
Property (exclusive of the Land, excavations, foundations
and other items normally excluded from such codverage),
without deduction for depreciation, rfor the purpose of
determining the amount or physical damage insurance co be
gsecured pursuant to this Séction 12,3, All Mortgagees
shall be notified promptly of any event giving rise to a
claim under such policy arising frow damage to the Comuon
Elements in excess of one percent (1%) of the then current
replacement cost of the Property. f“he Mortgagee of a unic
shall be notified promptly of any event giving rise to a
claim under such policy arising from damage to such unic.

12.3 Liability Insurance. The Board of Direcctors
shall obtain and maintain comprehensive general liabilicy
(including 1lihel, slander, false arrest and invasion of
privacy coverage and errors and omissions coverage ror
directors) and property damage insurance in such limics as
the Board of Directors may frowm time to time determineg,

23
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insuring any member of the board of Directors, the Managing
Agent, each Unit Owner and the Declarant agalnsc any
liability to the public or to the Unit Owner {and their
invitees, agents angd eémployees) arising ourt of, or incident
to the ownership and/or use of the Common Elements. Such
insurance shall be issucd on a comprehensive liabilicy
basis and coatain:

(a) a cross liability endorsement under which the
rights of a named insured undeér the policy shall not be
prejudiced with respect to his action againse another named
insured;

(b) hired and non-owner vehicle coverage;

(c) host liquor liability Coveruge with respecc to
events sponsored by the Associacion;

(d) deletion of the normal products e&xclusion with
respect to events Sponsored by the Assocliaction; and

: (e) a "“severability of incerescH® endorsemenc which
shall preclude the insurer from denying liability to a Unic
Owner- because of negligent acts of the Association or of
another Unit Owner. The Board Of Directors shall review
such limits once a4 year, but in no event shall such
insurance be -less than One Million Dollars (%1,000,000.00)
covering all claims for bodily injury or property damuge
arising out of  one occurrence, Reusonable amounts or
"umbrella® liability insurance igq @xXcess of the priwmary
limits shall alsoc be obtained in an amount not less Chan
Three Million Dollars ($3,000,000.00),

12.4 Other Insurance. ‘the Eoard OL Directors shall
obtain and maintain:

(a) adequate fidelitvy COverage to protect against
dishonest acts on the part of officers, direcrors, trustees
and employees of the Association and all others who handle,
Or are responsible for handling, funds of the Association,
including the Managing Agenc. Such fidelity bonds shall:

(1) name the Asabciation as an obligee;

(2) be written in an amount not less than one-half (1/2)
the total annual condominium asseassments for the year or
the amount required by the Pederal National Mortgage
Association or the Federal Nome Loan Mortgage Corporation,
whichever is greatest; and

-— .. L TP I, P -
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(3) contain waivers or any defense based upon che
exclusion of persons who serve without compensation fronm
any definition of “employee” or similar expression;

- (b)) 1f required by any governmental or
quasi-governmental agency, including without limitacion the
Federal National Mortgage Association or the Paderal Home
Loan Mortgage Corporation, flood insurance in accorduance
with the then applicable regulations of such agency;

(c) workmen's compensation insurance if and ro the
extent necessary to meet the requirements of law;

(d) such other insurance as the Board of Direcrors
may determine or as may be reguested rfrom time to time by a
Majority of the Unit Owners.

12,5 Separate Insurance. Each Unit Owner shall have
the right, at his own €XDense, to obtain insurance of hic
own unit and for his own benefit and to obtain insurance
coverage upon his persoanal property and for his personal
liability as well as upon any improvements made by him to
his unit under coverage normwally called "improvemenc and
betterment Coverage"; provided, however, that no Unic
Owner shall-be entitled to exercise his right to acquire or
maintain such insurance Coveérage so as to decrease the
amount which ‘the Board of Directors, on behalf of all Unic
Owners, may realize under any insurance policy waintained
by the Board of Directors or to causze any insurance
coverage maintained by the Bourd of Dircctors to be brought
into contribution witnh lnsurance coverage obtained by a
Unit Owner. All such Policies shall contain waivers of
subrogation. No Unit Owner shall obrtain Séeparate insurance
DPolicies on the Condominium cXCept as provided in this
Secticn 12,5.

12.6 Insurance Trusteg,

(a) All physical damage insurance policies purchased
by the Board of Directors shall be for the benefit of the
Association, the Unit Owners, cheir Mortgagees and the
Declarant, as their interescs way appear, and shall provide
that all proceeds of such policies shall be paid in trusc
to the Board of Directors 4s "Insurance Trustee” to be
applied pursuant to the terms of Article XII.

(b} The sole duty of the Board of Directors as
Insurance Trustee shall be to receive such proceeds as are
pald to it and to hold the same in trust for the PUrposeEs
elsewhere stated in these By-Laws, for the benefit or the
insured and their beneficiaries thereunder.
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12.7 Unavailability of Insurance. In the event any
required insurance is not avalluble, the Board of Directors
must deliver notice of that rfact to all of the Owners.

ARTICLE XIIX
REPAIR AND RECONSTRUCTION AFTER FIRE Ok OTHER CASUALTY

- 13.1 When Repair and Reconstrucction are Required.
Except as otherwise provided in Section 13.4, in the evenc
of damage to or destruction of all OX any part of the
building as a result of fire or other casualty, the Board
of Directors shall arrange for and Supervise the prowpt
repair and restoration of the building, including any
damaged wunits, but not including any furnicure,
furnishings, fixtures, equipment or other personal propercy
supplied or installed by the Unit Owners in theé unics.
Notwithstanding the foregoing, cach Unit Owner shall have
the right to supervise the incerior redecorating of his own
unit, : '

13.2 Procedure for Reconstruction and Repair.

(a) - Cost Estimates. Immediately after a fire or
other casualty causing damage to any portion of the
building, the Board of Directors shall obtain reliable and
detailed estimates of the cost of repairing and restoring
such portion (including any damaged units and any rloor
coverings and kitchen and bathroom fixtures and appliances
initially installed by Declarant, but not including any
other furniture, furnishings, fixtures or equipment
installed by the Unit Owner in the unit) to a condicion as
good as that existing before such casualty. Suach coscs may
also include professional fees aad premiums rfor such bonds
as the Board of Directors as Insurance Truscvee determines
to be necessary.

(b) Assessments, If the proceeds of insurance are

‘not sufficlent to defray such estimated costs oL

réconstruction and repair, or irf upon completion of
reconstruction and-repair the funds for the payment of the
costs thereof are insufficient, the amount necessary to
complete- such reconstruction and repair may be obtained
from the appropriate reserve for reéplacement funds and/or
shall be deemed a Common Expense and a special assessment

"therefore shall be levied.

(c) Plans and Specifications. Any such
reconatruction or repair shall be substantially in
accordance with the original constructiocn of the Property,
subject to any modificacions required by changes in

to
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applicable governmental regulations, and using compatible
building materials and technoloygy to the extent Leasible,

13.3 Disbursements of Construction Funds.

(a) The proceeds of insurance collected on account of
casualty, and the sums received by the Eoard of Directors
as Insurance Trustece from collections of assessments
against Unit Owners on “ccount or such casualty, shall
congtitute a construction fund which shall be disbursed in
Payment of the costs of reconstruccion and fepair in the
following manner:

(L) If the estimated CosSt orf reconstruction and repair is
less than Fifty 'Thousanda Dollars (350,000.00), then che
construction fund shall be disbursed inp paymeént of such
costs upon order of the Board of Directors; Provided,
however, that wpon reguest of twenty percent of the
Mortgagees (based upon oné vote for ¢ach Mortgage owned),
such fund shall be disbursed pursuant to Paragraph (2).

(2) If the estimated €osST Oor reconstruction and repair is
Fifty Thousand Dollars ($50,000.00) ©r more, then the
construction fund shall be disbursed ip paymeént of such
costs upon approval of an architect gualified to practice
In North Carolina and employed by the Board of Directors as
Insurance Trustee 0 supervise such wOork, payment to he
made from time to time as che work Progressas. The
architect shall be required to furnish a certificace giving

by various contractors, subcontractors, materialmen, the
architect and other pPersons who have rendered services or
furnished materials in connection with the work scating
that: (1) the sums requested by them in payment are justly
due and owing and that Such sums do not exceed the value of
the services ang materials furnished; (iji) thére is no
other outstanding indebtedness known to such architect for
the services and materials described; and (1i1) che cost as
estimated by such architect ror the work remaining to be
done subsequent to the date of such Certificate does noc
exceed the amount of the congtruction fund remaining after
payment of the sum S0 requesced.

(b) . Surplus. The firsc wonies disbursed in payment
of the cost of reconstruction and repair shall be from

il
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(c) Common Elements. When che duwnage is co boch
Common Elements and units, the insurance proceeds shall be

(d) certificate., - The Board Of Directors as Insurance

"Trustee shall be entitled to rely upon & certificace

executed by the President of Vice Fresidenc, and the
Secretary certifying:

(1) whether the damaged Property is required to be recon-
structed and repaired;

(2) the name of the payeé and the awmount to be paid with
respect to disbursement from any construccion fund whether
surplus funds to be distributed are¢ less than the
assessments paid by the Unit Owners; and

(3) all other matters concerning cthe holding and
disbursing of any construction fund.

Any such certificate shall be delivered to the Board
of Directors as Insurance Trustee promptly arfter requesc.

13.4 When Reconstruction Is Not Required. 1In the
event ‘the Board of Directors ¢lects not to repair
insubstantial damage to the Common Elements, the Board ofr
Directors shall remove all remains of the damaged
improvements and restore the site thereof to an acceptable
condition compatible with the remainder of the Condominium
and the bhalance of any insurance proceeds received on
account of such damage shall be distribuced among all Unic
Owners in proportion to their respective Percentage
Interest. If the Condominium shall be terminated :pursuant
to “Act®™, the net assets ‘of the Condominium together witch
the net proceeds: of insurance policies, if any, shall be
divided by the Board of Dircctors as Insurance “rustee
in proportion to their respective
Percentage Interests, after Ffirst paying out of the sharec
of each Unit Owner, to the extent surficient therefore, the
amount of any unpaid liens on his unit in the order of
priocrity of such liens.

ARTICLE XIV
COMPLIANCE, ENFORCEMENT, FINES AND PENALTIES
14.1 Default and Remedies. - A default in or failure to
comply with any of the terms, conditions, obligations, and
provisions: of the Act, the Declaration, these by-Laws, the

28
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Articles, or the rules and requlations, as the Same may be
amended from time to time, by any Unit Owner or occupant,
shall be grounds for relief that may include, withour
intending to limit the same or to constitute an eleccion of
remedies, an action to recover fines and penalties as
determined by the Board, suws due for damages, an
injunction, or any combination thereof, and which relier
may be sought by the Association, an aggrieved Unit Owner,
or by any person or class of persons adversely affected.

Also, if any member fails to perform any obligation under
the Act, the Declaration, these By-Laws, cthe Articles or
such rules and regulations, chen cthe Assocliation may, buac
1s not obligated to, perrorm the same ror the member's
account, and for such purpose may enter upon his unic, may
make necessary repairs, advance exXpenses or Oother sums
hecessary to cure the derfault, and for such expenses and
costs may levy a special assessment against the unit owned
by such defaulting member. he Association also shall be
entitled to suspend the right of a defaulting Unit Owner to
vote as a member of the Association until the default is

cured.

14.2 VNotice of Default and Pailure to Cure. In cthe
event of any such default or failure, the Board shall serve
upon or mail to the defaulting mewber, and to each” first
mortgagee of that member's unitc if required under che
Declaration, a written notice Specifying the nature of the
default, the cure thercof, and the time within which the
cure shall be effected. -Wichin the time limit specified in
the notice, the defaulting member may cure the defaulc
specified, or serve upon or mail a written notice to the
board requesting a hearing before the Board. If a hearing
is so requested, the Board shall thereafter serve upon or
mail to the defaulting member, and to each such first
mortgagee which was entitled to notice of the default as
above provided, a notice specifying the time and place for
such hearing.. At the hearing, the Board shall- take such
evidence and hear such testimony as ic deems necessary or
desirable. fThe Board shall not exercise any remedies to
obtain relief from the default until the hearing is over

-‘and -the Board has made its determination and served upon or

mailad the same to the defaulting wmember and each such
first mortgagee, The hearing may ke continued from time to
time as determined by the Board. Upon taking such evidence
and hearing-such testimony, the Board, at the hearing or at
such later time, shall determine, in writing, and at ics
sole option, to waive the default in whole or in part, to
extend the time within which cthe defaulc may be cured, or
to proceed immediately to levy a fine or penalty, or to
exercise any one or more of the remedies available to the
Board due to such default, the Board shall Serve upon or
mail to the defaulting member, and to csach such first
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mortgagee which was entitled to notice of the derfaulc as
above provided, a copy of its determination. If the
defaulting member (i) does not cure the default or request
a hearing within the time limit specified in the original
notice of default given pursuanc to this Section, or (ii)
S0 requests a hearing, but rails to cure the default (to
the extent not waived by the Board) within the extended
time, if any, granted by the Board after hearing, then the
Board shall- serve upon or mail to the defaulting member,
and' to each such first mortgagee which was encitled to
notice of the default as above provided, & written nocice
of such member's failure co efrect & cure, and the Loard
may then proceed to take such action as it deems necessary
to obtain relief,.

14.3 Remedy of Abatewent in Addicion cto Octher
Remedies. In the event a mwember fails to effect the cure
specified by the Board within the time pericd set out in
(i) 'or (ii) of Sectipn 1l4.2 hereof, whichever is
applicable, where the default is a structure, thing, or
conditlon existing. in or on the premises of the wmember's
unit, the Board, or its duly authorized representative,
shall have the right to encer upon the premises of the
member's unit in which, on which, or as to which, such
default exists, and summarily to abate and remove, at the
defaulting member's expense (and levy an assessment
therefor as provided 'in Section 1l4.1 herecof), the
gtructure, thing, or conditicn constituting the derfault,
and the Board, the Associatiocn, and their uwugents,
employees, and representatives shall not thereby be deemed
guilty of any manner of trespass. '

l4.4 Injunction. Any person or class of persons
entitled to seek relief for any such default or failure may
obtain a temporary restraining order, injunction or similar
relief, without first using cthe procedure established by
Section 14.2 hereof, 1f such defaulr or failure creates an
emergency or a situation dangerous to persons or property.

~14.5 . Recovery of Attorneys' Fees and Costs. In any
proceeding arising because of an alleged defaulc by &
member, the prevailing party shall be enticled to recover
the costs of such proceeding and such reasonable attorneys’
fees as may be allowed by the court, with interest thereon
at the highest rate allowed by law at the time the coscs
are incurred until paid.

l4.6 Nonwaiver of Covenants. The failure of the
Association or of any member thereof to enforce any term,
provision, xright, covenant, or condition that may be
granted by the Declaration, these By-Laws, the Articles,
the rules and regulations or the Act, as the same may fLrom
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time to time be amended, shall not constitute a waiver or
abrogation of the right of the Association or a member fo
enforce such term, provision, right, covenant, or condition
in the future, irrespective of the numnber of violations or
breaches thereof that may have occurred.

'14.7 Assessment Liens., Assessment liens cshall be
enforced pursuant to Article VIII hereof and noc pursuanc
to this Article.

ARTICLE XV
LM ENDMERT

An amendment to these By-Laws shall be made and
approved in the manner, and shall beée subject to the same
restrictions relative to requiring prior written consent of
first mortgagees, as secr forth in Arcicle X of the
Declaration, and once made, shall become effective when
recorded in the same manner and place as an amendment to
the Declaration. '

IN WITNESS WHEREOF, the Declarant has caused these
By-Laws to be signed and sealed by its duly auchorized
officers, as its act and deed, on that date set
forth within the acknowledgement hereof.

HERON COVE HOMEOWNEKS ASSQCIATION, INC.

BY: ,/’gégidigﬁzz;

(SEAL)
Presi
Y

JAgsr ™ T(SEaL) worEa,,
7 Efjfﬁﬁgﬁy v N <,
o _ CORPORATE SEAL , V

“r

s SEAL, =
2z » Y t’/:)
_ .0, = v O

. u‘L = voon

STATE OF NORTHE CAROLINA Y Cape X

COUNTY OF DARE - . OV

_)ﬁj;:s the éfﬁ”“ day of Lpul. . 1988,
: ol mn y £ personally came before me,

who being by me duly sworn
says that he is the President of HERON COVE HOMEOWNERS .
ASSOCIATION, INC,, that the scal affixed to the foregoing
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instrument in ‘.\n}it:isng2 Pfsﬂ ’i}ﬁeacorporate seal of said
corporation, said writing was signed and sealed by him in
the office of said corporation by authority duly given him,
and the said Secretary acknowledged the said writing to be
the act and deed of said corporation.
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