Prepared by and refun 1o
Danie! 13. Khoury, LZsquire
Wandevenler Black TLP
1.0 Box 142

Eitty Hawk, M 27949

RESTATEMENT AND AMENDMENT OF
DECLARATION OF COVENANTS, CONDITIONS AND RESTRICTIONS
FOR [IATTERAS ISLAND ESTATIS

THIS RESTATEMENT AND AMENDMENT OF DECLARATION OF COVENANTS,
CONDITIONS, AND RESTRICTIONS for Iatteras 1siand Resbrt (the “Declaration™) 1s made
this 14% day of fuly, 2004, by Hatteras Island Resort, T.1.C, a North Carolina limited Hability
company, (hercinafter referred lo as “Declarani”) of 28 Fairway Drive, Southern Shores, NC
27949,

PREAMBLE

A, Declarant previously filed that Declaration of Covenants, Conditions and
Restrictiony for Hatteras Island Resort in Book 1510 at Page 352 on August 4, 2003 in the office
of the Public Registry of Dare County, Notth Carolina {(he “Initial Declaration”) wherein
Declarant stated the intent of development which ineluded restoration and further developtnent of
those siruciurcs referred 1o as the “Villas™ upon thosc lands desceribed as: Parcels 3A, 313 and 3C
on Exhibit “A” ol the Initial Declaration.

B. That subscquent to the filing of the Tnitial Declaration, the cxisting Villas wore
destroyed or severely damaged by Iluiricane Isabel. As a result of said desfruction, the Declarant
has abandoned development of the Villas and elected to proceed with the development of iatteras
Island Resort 1o inchude additional phases of Hatteras Island Fstates.
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. The Declarant has the avthority to adopt this Restatement and Amendment
pursuanl fo Scction 14.02 of the Initial Declaration.

NOW, THEREFORE, the Declarant hereby restates n its enlircty that Declaration of
Covenants, Conditions and Restrictions for Hatteras Island Resort as amended herein:

RECITALS
[STATEMENT OF PURPOSE]

A. Peclarant is the ownce of that property sitnated in the village of Rodanthc on Hatteras
Island, North Carolina, more particalarly deseribed on Exhibit “A” attached herelo and
incomporated by this refercnce (the “Property” or “Tlatteras [sland Lstates™).

_ B. Declarant’s present inteniion is stated here for information of present intcrest only with
respect to that Property made subject to this Declaration as hereinafter provided in Seclion 2.01,
not 25 a warrauty or representation of future fact as Declavant intends for IMaileras Island Estates
(previously known as Hatteras Tsland Resort or the Eslates at Hatteras Island) to be a COMMUNILY
consisting of: Hatteras Tsland Listates consisting of single family residential [ots to be developed in
phases representing architectural styles similar to the principics associaled with that vernacular
known as traditional West Indics Architeclure and first built and occupied by sea captains who
traveled the trianpular waters between Hatteras Island, the West Indies and Europe.

C. Declarant is also the Owner ol that property situaled to the East of Hatferas [sland
Estates known as the “Residual Parcel” consisting ol a fishing pier and pier house.  The
Declarant as the Owner of the Residual Parcel has pranted cevlain casements for occan access 1o
Owmers within [Tatteras 1sland Gstates ay hereinafter sct forth, but the Residual Parcel is not
subject to the provisions of this Declaration.

. In arder 1o provide for the preservation and value ol Hatleras Island Estates and
assurance that all improvements within Hatteras Island Estates and certain designated adjacent
properiies (the “Adjacent Properties™) are in conformance with Architeclural Guidelines,
Declarant has made provisions for an Architectural Standards Committee (the “ASC”) which shall
be responsible for administering the Architectural Guidelines and any improvements to be
constructed on the Property. Prior fo any lot disiurbance or construction of any type or for any
purpose, including alterations or additions to existing slructures, plans and specifications,
detailing the nature, kind, shape, materiat and location, must be submilied for approval in writing
by the ASC to the harmony of external design and location of the surrounding siroctures and
topography.

E. The Adjacent Propertics which are owned by Declarant and which shall be subject
lo the Architectural Guidelines as promulgaled in Article VIare Lots: 15, 16, 31, 32, 43, 44, 45,
46, 47, 48 and 49 Revised Holiday Shores as shown on that Map or Plat recorded in Map Dook 8§,
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Page 11, of the Dare Counly Registry and Lots: 1 and 2 Trade Wind Beaches as shown in Map
Rook 3, Page 15 of the Dare County Registry. The Owners of the Adjacent Lols shail not be
members of the Association, shall not be subject to any asscssments by the Association but shall
only be subject io the Architectural Slundards Provisions of Arlicle VL.

Li. To accomplish the objectives as relerenced within these reeitals, it is i the interest
of ITatteras Island Gstates (or the Declarant to maintain a significant role i the implementation of
each phase of Hatteras Island Estates and the Declarant has therefore retained numerous rights and
will exercise controls over the Properly throughout the developmental period.

NOW, THEREFORF, Declarant by this Declaration, declares that all that property
formerly kinown as Hatieras Island Resort and now known as Iatteras Island fstates as more
particularly described b1 Section 2.01including the Adjacent Propertics, and any other property
anncxed pursuant to Scction 2.02 shall be held, sold, hypothecated, or encumbered, leased, renled,
used, occupied and improved subject to the following covenants, restrictions, easements, liens and
charges, all of which are declared and agreed to be in furtherance of enhancing and projecting the
architectural siyles and designs promulgated within the Architectural Guidelines, the sparif of
community in Ilatteras Island Estates and to enhance the value of properties which covenants,
easements, and restrictions, shall mun with the real property subjecied {o this Declaration as may
be teasonably modified and amended from time fo time in furtherance of the Sialement of Porpose
recited herein, all of which shall be binding on all partics, fheir respective heirs, personal
represcntatives, successors, lransferces and assigns, as well as occupants, guests and invitecs
having or acquiring any righl, filke or inicrest in Hatteras Island Fstates.

Arlicle §

Section 1.01. Definitions. When using this Declaration, wnless the comtent shall prohibit
or olherwisc require, the following words set Torth within this Ariicle T shall have all of the
following meanings and all definitions applicable Lo the singular and plural forms of such tcrms.

Section 1.02. “Act” refers to ihe North Carolina Planned Conmmunity Act as codified in
Chapter 478 of the Norih Carolina General Stautes.,

Section 1.03. “Additional Deelaration” shall mmean and refer to any Declaration of
Covenawts, Conditions and Restrictions filed in the oflice of the Register of Deeds of Darce
County, North Carolina with regard 1o a corfain phase, section or portion of the Property as mose
particularly described in Arficle I hereof.

Section 1.04. “Additional Property”™ shall mean and refer to any real property, other than
the properly described in Exhibit “A” attached hereio, which may be subjected to the Declaration
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as more particularly set forth in Article I bereof. The Additional Property incindes all reai
property cutrently owned by Declarant, and any adjacent or ncarby property hereafler acquired by
Declarant.

Section 1.05  “Adiacent Propertics” shalf mean and refer to properties owned by the
Declarant which are not a part of Hatteras Tsfand Estates bul which properiies arc adjacent to
Hatteras Island Estates and which propertics shall be subject to the Architectural Standards of
Article V1, gaid properlies being more pariicularly described as follows: Lots: 15, 16,31, 32, 43,
44, 45, 46, 47, 48 and 49 Revised Holiday Shores as shown on that Map or Plat recorded in Map
Dook 8, Page 11, of the Dare County Registry and Lots: | and 2 Trade Wind Beaches as shows in
Map Book 3, Page 15 of the Dare Connty Registry. The Owners of the Adjacent Lots shall not be
members of the Association and shall nol be snbject to any assessments by Lhe Association

Section 1.06. “Architectural Standards Committee” (“ASC™) shall mean and refer to that
commiltec responsible Tor administering the Haiteras [sland Estates and setting and approving all
strietural insprovements, additions, modifications and changes within Hatteras Istand Estates,
unless the Declarant executes a Supplemental Declaration subjecting any porlion of the Residusl
Tareel to be regulated by ASC.

Section 1.07. “Articles of Tneorporation” shall mean the Articles ot lncorporation ol Halteras
Island Estates Association, Inc. as filed with the Sceretary of State of North Carolina.

asscssments, individual assessments, and other fees and charges levied by the Association in
accordance with the Governing Documents.

Section 1.09. “Association” shall mean and refer to Hatteras Island Estates Association, nc.,
a North Carolina non-profit association.

Scction 1.10. “Board” shall mean and refer to the Board of Directors ol the Association.

Scction 1.11. “Bylaws” shali mean (he Bylaws of the Association as thcy may now or
hereafter exist.

Section 1.12.  “Conunercial Site” or “Commercial Yses” shall mean that parcel of land
designated as the Residual Parcel o1 the Subdivision Plat of Halleras lzsland Eslates intended for use
as the site for improvements designed to accommeodate commercial or business enterpriscs to serve
residents and amenities of Hetleras lsland Listates and/or the public, which parcel is net subject to the

provisions of this Declaration.

Section 1,13, “Common Area” or “Commeon Property” shall mean and refor singulaly or
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coblectively, as applicable, lo alf real property and improvements thereon or associated thevewith,
which isfare owned or leased by ihe Association (or by Deelarant for later transfer, leasc, or
assignment (o the Association); casements granted fo or reserved by or on behal { of the Association
(or the Declarant for Jater transfer or assignment to the Association); and other real propesty which
has been designated as Common Area on any plat xecorded in the Office of the Register of Decds,
Dare Counly, North Carolina by Declaranl or by any other party cntitled to subjoct Additional
property in this Declaration, in a Supplemental Declaration, or in a deed or olher written instrumont,
and also shall refer to all personal property owned or leased by (he Association and designated as
Common Arca by the Declarant or the Association. The Common Areq is for the common nsc,
enjoyment or benefit of (he Owners, and/or for the enhancemenl or protection of the Property or any
part thereof, and may include, without limitation, aclive and passive recreational arcas and facilitics.
All Common Area shall be subject to the terms and conditions ol this Declaration. Conitnon Avea
may also include, as determined by Declacant in iis sole diseretion, all water refention and detention
ponds and areas, if any, including all stormwater facilities, structures and improvements associated
thetewitl, required to be construeled, ropaired, replaced or maintained on or near the Property or any
pation thereof by the laws, rules or regulations of any govemmental authority having jurisdiction
thereof and which is required to handle stormwater runoff from any parl or alt of the P'roperty.
Notwithstanding the loregoing, in no event shall any portion of the Residual Parcel be considered
part of the Common Area notwithstanding that the Residual Parcel may be dedicated W amenity uses
for the benefit of all Owners within Halteras 1sland Estates. The Conunon Area presently includes the
roads within Hatteras Island Estates, the bridge connecting Phase I and Phase II of Halteras Island
Estates, all signs including the main signage, directional signage and any tratfic signage, the pond,
common walkways and lighting situated within Common Areus.

Section 1.14. “Common Expenses” shall mcan and refer to (i) expenses of administration,
maintenance, improvement, repair or replacement of Common Arca or Conmman Propesty and/or
rights of way, (ii) cxpenses declared to be or described as Comimon Expenses by the provisions of this
Declaration, (ii) premiwms for hazard, liability or other insurance as may be obtained by the
Assaciation, (iv) all other expenses incurred by the Association in carrying ot its functions and duties
under the Declaration, (v) charges for ulility scrvices used in connection with the Comunon Aves and
Improvements thereol and (vi) maintenance, repair and replacement of that easement granted for
beach aceess ineluding any necessary replacement and repair of the vegetaicd dune line along the
ocean front'of Hatteras [sland Lstates.

Secetion 1.15.  “Declarant” shall mesn and refer to [latleras Island Resort, T1C, a North
Carolina limited Liability company, its successors and assigns in whole or in part.

Scetion 1.16.  “Declarant’s Rights and Obligalions Periad” refers to any and all privileges,
puwers, casements, exemptions, rights and dutics reserved lo the Declarant by the Governing
Docurments, and any reasonable amendments thereio related to the development of TTatlerss 1sland
Estates including the pursuit and furtherance of the recitals sel forth within the Statement of Purpose.
The Declarant’s Rights and Obligations Period shall exiend untif September 15, 2014, The Dectarant
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may voluntarily elect an earlier termination of the Declarant’s Rights and Obligations Period by
giving written notice to the Association. During the Declarant’s Rights and Obligations Period, the
Declarant shall have afl thase Special DeclaranCs Rights defined by the Act and in addition those
rights which shall include at a minimum: the right to make all appointments o the ASC, the night to
appoint a majotity of the Members to the Board of the Associstion and the right 1o approve any
amendments to the Governing Procuments.

Section 1.17. “Declaration” shall mean and refer o this Declaration of Covenants,
Conditions and Restrictions for Halteras Island Estates as it may be amended and supplemented from
thne to time as heretn provided.

Seclion 1.18  “Dwelling Unit” shall mean and refer to a portion ol the Property, whether
developed or undeveloped, intended for development, use and oceupancy as an atlached or detached
dwelling for sinple family residential use. By way of illusteation, but nof limitation, each single-
(arnily, detached housc on a Lot shail constitute a scparate Dwelling Unit

Seclion .19  “Entrance Monmunent Easements™ shall mean and reler to the easements
reserved by Declarani and granted to the Assoctation in Article X, Section 10.06 hereol over, ander
and across certain arcas of the Property, for the instailation and maintenance of entrance monuments
and related improvements for the Properly.

Section 1.20. “Governing Documents” refers to this Declaration, the Hatleras Island Hstales
Association, Inc. Articles of Incorporation and Bylaws of the Association.

Scetion 1.21  “Hatteras Island Esiates” is the name of the Subdivision whichincludes Phase
1 only of Lols 1-9 and additional Phascs or Property thal may be annexed pursuant to Section 2.{2.

Section 1.22  “Improvements” shall mean and include all buildings, storage sheds or areas,
yoofed structures, decks, patios, parking areas, exlerior recreations] areas, recrcational equipment and
Facilities, mailhoxes, cxterior anlennae, dishes or other apparatus to receive or transmit television or
radio or microwave or other signals, loading areas, trackage, fences, walls hedges, mass plantings,
poles, driveways, ponds, lakes, changes in grade or siope ofa Lot or Dwelling Unit, silt preparation of
a Lot or Dwéllmg Unit, landscaping, exterior clotheslines, swimuming pools, tennis courls, signs,
exterior iluntnalion, changes in any exterior color or shape and any other exterior construction or
exterior structurc or other exierior improvement which may not be included in any of the foregoing.
The definition of Tmprovements includes both original Improvements of all Lots and Dwelling Units
and all later changes and additions to limprovements.

Seefion 1.23. “Landscaped Rights-of- Way™ shall mean the medians and other arcas within
public or privale street tights-ol-way within or adjoining the Property which are designated as
Common Area or Landscaped Rights-of-Way on any plat recorded in the Office of the Register of
Daic County, North Carolina by Declatant or by any other party entitled lo subject Addilional
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Property o the Declaration, and which shall he maintained by the Association ag a Common Expense.

Seclion 1.24. “Lot” shall mean and reler to any numbered plot of land which is parl of the
Property, and which is part of the Property other than the Common Avea, and which is shown on any
plat in the Office of the Register of Decds, Dare County, North Carolina which Declarant has
recorded, caused to be recorded or approved for recordation. Deglarant hereby roserves ihe right to
teconiigure, at any time and from tine to time withoul the consenl of the Owncrs or Members of the
Association, the boundaries of any Lot or Dwelling Unit owned by the Declarant and to thereby
configure Lots or Dwelling Units, create streels, create additional Tolg or Dwelling Units, eliminate
existing Loty or Dwelling Units, creale additional Common Atea or reduce proposed Common Area
not yel conveyed to (he Association {provided that no such reduction violales any apphceablc
ordinances of Dare Counly or other entily having governmental jurisdiction over such Common
Arca). Declarant’s exercise of this ripht shall he evidenced by the recording of a reviscd map of the
alfected Lot, Dwelling Unit or Comnmoen Area. Upon the recording of any such revised map, cach Lot
or Dwelling Unit shown on the previously recorded map that has been revised by ihe now map shall
cenze to be a “Lot” or “Dwcelling Unil” as defined hercin and each revised Lot o Dwelling Unit as
shown on the new map shafl be “Lot” or “Dwelling Unit” as defined hercin.

Section 1.25  “Muintain”, “Mainlenance” or any substanlially similar term used 1n this
Declaration, when applied to a power or duty of the Association shall mcan and include, without
Hinilation, the right to maintain, repair, replace, reconstruct, improve, clean, landscape, operate arud
nse the improvement, property or othier item which is the subjoet thereot.

Section .26 “Member” shall mean and refer Lo cach Owner of a Lot or Dwelling Unit who
is a member of the Association as provided in this Declaration.

Section 1.27. “Owner” shatl mean and refer to the fke simple title fo any Lot situated withit
ITatieras Island Estates. Notwithstanding any applicable theory of any lien or mortgage law, Owner
shal! nof mean or refer to any morlgagee or trust beneficiary unless and until such morlgagee or trust
beneficiary bas acquired title pursuant to foreclosure or any legal procoeding in Heu of foreclosure.

Qeclion 1.28  “Phase " shall mean and refer Lo Lots: | through & of' Hatteras Tsland Lstates.

Section 120 “Thase 117 shall mean and refer to Lots: 10 ihrough 18 of Ialteras 1sland
Listales. :

Section 1.30  “Phage II” shall mean and reler to Lots: 19 through 28 of Hatteras sland
Estates.

Section 1.31  “Pier Housge” shal) mean and refer to the Pier House access 1o {the Rodaothe
Fishing Pier sifuated within the Residuat Parcel.
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Section 1.32. “Plans” shall mean and tefer to the complete drawings and specifications for
any contemplated Dwelling or Dwelling Unit including, but not limited to those showing the shape,
dimensions, materials, basic exterior finishes and colots, localion on site, driveway, parking,
decorative landscape planting, floor plans and clevalions therefore.

Section 1.33 “Properly” shall mean the comnnumity of llatteras island Estates, and any
additions thereto as are made subject to this Declaration by aty Supplemental Declarations(s) undor
the provisions of this Declaration.

Scction 1.34 “Sign” shall mean any writing, pictorial representation, emblem, flag, or any
other figore of similar character which is (i} a struciure o¥ parl thereof, or is attached to, painted onor
in any other manmer represented on a Dwelling Uinit or any cther sirncture {ii) used fo announce,
dircct attention to, or adverlise and {iii) visible from outside an Improvement.

Section 1.35 “Single Family Home” shall inean any detached home built on any vacant lot
within Hatteras Islund Lstates.

Section 1.36 “Special Assessment” shall mean assessments levied in accordance with Article
V1T Section 8.01¢2) of this Declaration.

Section 137 “Subdivision Plal” shall mean that plat of Hatteras Tsland Listates designating
Phasc 1, recorded in Plat Cabinet F at Slide 46 in the Public Registry of Dare County, Morth Carobina,

Seciion 1.38 Thase.

Section 1.39. “Supplemental Declaration” shall mean an amendment or supplement to this
Declaration executed by or consented to by Declarant which subjects Additionai Fhascs or Additional
Properly to this Declarafion.
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Article 1T
Propetty

Section 2.01. Property Made Subject to ihis Declaration. The real property which shall be
awned, held, conveyed, hypothecated, encumbered, sold, leased, rented, used, occupied and
improved subject to this Declaration shall consist of the fotlowing:

(a) All Lots shown on that plat cntitled “Phase I The Estatcs at [latteras Island Resort™
which Map appears of record it the Office of the Regisler of Deeds of Pare
County, Norih Carofing, in Plat Cabinet ¥, Siide 46 (the “Subdivision Plat™);

{b) Common Areas, ail designaled streets, signage and ofher Common Areas for Phasc
H

{c) ‘The Adjacent Properties as described in Scetion 1,05, which Properties are subject
only to the Architectural Control Provisions of Article VI

Section 2.07. Annexation of Additional Property by Declarant within Ten Years. If prior
to September 15, 2014, Declarant is the Owmner of any real property which Declaranl currently
owns, or which Declarant hereafter acquires and which js conliguous or adjacent to the Property,
which Declarant desires to subject to this Declaration {(such rea) property being relerred to herein
as “Additional Properly™), including Phases Ll and IT of Hatteras [sland Estates, it may do so by
filing of and recording a Supplemental Declaration or additional Declaration which shall extend
this Declaration to such Addifional Troperty; provided however, that such Supplemental
Declaration or Additional Declaration, as applied to the Additional Property covered thereby, may
include such specific additional terms, covenants, condifions, restriclions, casemenls, charges and
licnis, not inconsistent with 1his Declaration, as may be set forth in such Supplemental Declavation.
There shall be no requircment that any party other than the Declarant consent to, approve, or
execute any such Supplemental Declaration or Additionat Declaration.

Section 2.03  Other Annexations of Additional Property. 1T at any time Persons other
than the Declarant desire fo subject real property (also referred to as Additional Property} to this
Declaration, such real property may only be subjected hercto if the owner thereof, and Declarant
up to September 15, 2014, consents in writing. If alter September 15, 2014, Declarant or any
other Person desitcs to subject real properiy to this Declaration, the owner of such property to be
anmexed must consent in writing. All subjection to this Declaration, authorized by this Section 3
niust be approved by the affirmalive vote of two-thirds (2/3) of the votes of each class of
mewtbership cntitled to be cast by the Memhers present or represented by proxy at a duly catled
meeting of the Association at which a quenun is present. Upon such consent and/or affirmative
vate, such Additional Property shall be subjected to this Declaration by the recordation in Lhe
Dhare County, North Carclina Registry of a Supplemental Declaration or Additional Declaration
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signed by the owner of such Additional Property, by Declarant (if such annexalion cecurs prior to
Seplember 15, 2014), and by {he Association.

Seetion 2.04. Changes to this Declaration or Additiona! or Supplementary Declaration
Reguiring Declarant’s Copsent. Nofwithstanding anything contained herein to the contrary, it is
expressly understood and agreed that, for so long as there is a Class B Wembership, the prior
written consent of Declaant shall be required for any parties to modify, change and/or amend, in
wholc or in part, the texms and provisions of this Declaration, any Supplemental Decluration,
and/or any Additional Declaration or to impose new or additional covenants, conditions,
regirictions or eascments on any part of the Property.

Articie TII
Membership and Voting Rights

Seclion 3.01. Membership Each and every Owner ol a Lot or Dwelling Unit within
EHatteras Leland Fstates shall automatically become ind be a Member of the Association.
Membership shall be appurtenant to and may not be scparated from owncrship of any Lot or
Dwelling Unit, and the Roard may make rcasonable rules relating to the proot of ownership ol a
Lot or Dwelling Unit.

Section 3.02. Classes of Vofing Members. Subject to the rights of Declarant reserved in
this Section 3.02, the Association shall have two classes of voting nembership as fellows:

Class A, Class A Members shall be alf Owners of Lots, with the cxception of Declarant
until such time as Declarant’s Class B Membership is convertod o Class A Membership as
provided in this Article. Unless otherwise provided by a Supplemental or Additional Deelaration
as set Torth in Section 2.04 hereof, 2 Class A Mcmber shall be eatitled to one (1) vote for each Lot
ot Dwelling Unit owned by such Class A Member al the time notice 18 piven of the parlicuiar
meeting at which Class A membership votes are eligible fo be cast. Provided, when two {(2)or
more persons own or hold interests in any Lot or Dwelling Unit, all such Persons shall be Class A
Members, and the onc (1} vole for such Lot or Dwelting Unit shall be excrcised as they, among
themselves, determine, but fractional voting shall be prohibiled and in connection with any
patticular vole no more than one Class A Membership (1) vote shall be cast with respect fo gach
Lot or Dwelling Unif,

Class B. "The Class B Member shall be the Declarant. The Class B Member shall be
entitled to three (3} votes for each Lot or Dwelling Unit owned by the Class B Member at the time
notice i given ol the particular meeting at which the Class B votes are cligible to be cast.

‘The Class B Membership shall terminate and be converted to Class A Membership upon
the happeming of the first to occur of the following:
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{a) when the total votes outstanding in Class A Membership equal the total votes
outstanding in Class 13 Membership. Provided, however, and notwithstanding mnything to the
conlrary that may appear herein ot in the Declaration, if at any lime prior to September 15, 2014,
the Class B Membership terminates for the [oregoing reason and thereafter, Declarant pursuanl to
Section 2.01 of Article 11 of the Declaration, annexes Additional property to the Declaration, such
that, following such annexafion, if votes are allocated to the Lots or Diweiling Units owned by
Dieclarant al the rate of three (3) voles per Lot or Dwelling Unit Declarant’s total outstunding
votes would exceed the total outstanding voles of the Class A Members, the Class B Mombeship
shalt be reinsiated until such time as it again terminafes due to one of the events of termination
stated hercin, Prior to September 15, 2014, or the voluntary termination of the Class B
Membership by Declarant, whichever irst ocenus, there shall be no limitation «n the number of
times the Class B Mcmbership may terminale and be reinstated in accordance with the Pravisions
of this paragraph (a); or

() voluntary termination by Dechaant; or
(&) Septemnber 15, 2014

Seclion 3.03. Voting, Quorum and Notice Reguircments. Fxeept as may be otherwise
specifically sct forth in this Declaration, the Articles or the Bylaws, the vile of the majonty of the
agpregate voics entitled to be cast by all classes of the Members present, or represented by
lejgilimate proxy, at a legally constituted (duly called) meeting of the Association al which a
quorum is present, shall be the act of the Members with respect o the matter that is the subject of
such vote. The number of votes required to constitute a quorum shall be as sef forth herein or in
the Bylaws. Nolice requirements for all action to be taken by the Members of the Association
shall be as set forth herein or in the Bylaws,

Yection 3.04. Termination of Membership. A Persoir’s membership in the Association
shall lerminate automatically whencver such Person ceases to be an Owner, but such termination
shall not release or relicve any such Person from any liability or obligation incurred under ox in
any way connected with the association of this Declaration during the period of such Person’s
ownership 6f & T.ol or Dwelling Unit, or impair any rights or remedics which the Association or
any other Member has with regard to such former member.

Section 3.05. Limited Common Property. With respoct to mallers speciftcally affecting
Limiled Common Property (as confrasted with maltets affecting Common Property or the
Associalion), only those Class A Members {with the Cluss B Member) wiio pwn Lots or Dwelling
units in the parlicular section or phasc of the Development to which such Limifed Common
Properly relates shail be entitled to vote on and receive notice of mallers affecting that particular
Limited Commeon Property, and the guorum regquirements wilh respeet to any roquired votes
affecting such Limited Common Property shall be based upon the number of Members cntitled io
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vote on such matters and not based upon the cnlire membership of the Association.

Arlicic IV
Properiy Rights i the Common Areas

Scetion 4.01. Fasement of Enjoyment. Subject to the provisions of this Declaration (and
subject to the provisions of any Supplemental Declaration or Additional Declaratton which may
be applicable and not inconsistent herewith), every Owner shall have a right and casement of' nse
and enjoyment in and to the Common Arca, and every Owner of'a Lot or Dwelling Unit in a phase
or section of the Development which has Timiled Common Arca shall have a right and easement
of use and enjoyment in and to such Limited Common Arca, which rights and essements shall be
appurienant to and shall pass with the title lo cvery Lot or Dwelling Uil provided however, such
eascment shat! not give such person the right to make alterations, additions or improvements to
any part of the Common Arca or Limited Common Area.  Subject to the terms of the Governing
Documents, any Owaer may delegate such Owner's right of usc and enjoyment in and to the
Common Area or Timited Commeon Area to the members of such Owner’s family, such Owner’s
tenant or contract purchasers who reside on the Owner’s Lot or Dwelling Unit.

Seclinn 4.02. Extent of Owners” Basempent. The rights and cascmenis of enjoyment
created in Section 4,01 of this Article TV shall be subject to the following:

{(2) all provisions of this Declaration affecting such rights and easements,
including without limitation those contained in this Article TV,

(b} the right of the Association to prescribe and enfvree regulations poveming
{he use, operation and maintenance of the Common Area (including hmiting the mmmber ol guests
of Members who may use the Comunon Area).

(<) the right of the Association lo borrow money for the prpose of improving,
repairing, replacing and maintaining the Common Area and faciities and/or the Landscaped
Rights-of-Way and in connection with such borrowing to morlgage the Compion Arca, provided
{he rights of such mortgagee in the Conunon Area shall be subordinate to the rights of the
Association and the Owners hercunder (Note: (he term “morigage”™ when used in this Deelaration
also includes a Deed of Trust and any other type of sceurity interest in real or persunal property).

{d} the right ol the Association Lo take such steps as arc reasonably necessary fo
proteet the Common Arca against foreclosure;

{e} ihe right of the Associalion to suspend the voting rights and the right to use
reercational facilities of the Common Area if any, by an Owner (includimg his tenanis) for any
period during which any assessment against such Owner’s Lot or Drwvelling Unil remains unpaid;
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and for a period not fo exceed sixty (60) days for any infraction of the Association’s published
ries and regulations;

() the right ol the Association to charge reasonable admission and other lecs
for Ihe use of any recreational [acilities that may be placed within the Common Arca.

Seciion 4.03. Changes in Boundarics; Additions to Common Arcas. Tleclarant expressty
reserves for itsell and ifs successors and assipns the right to reasonably change and realign the
boundaties of the Common Aress and the Timited Common Areas and any Lots, including the
realignment of boundaries belween adjacent Lois or Dwelling Unils owned by Declarant,
provided that any such change or realignment of boundarics shall not materialy decrease the
acreage of the Commoen Areas and shall be avidenced by a revision of and/or addition to those
plats of Hatteras Island Estatcs which shall be recorded in the Office of the Register of Deeds of
Date Counly, North Carolina. Except as provided hercin, lots in the Estates may not be
subdjvided or separated into smaller lots or any portion of'a lot sepraratcly conveyed.

Section 4.04. Damage or Destruction of Common Areas by Owner. If any Crwier of any
of their guests, tenants, Heensces, agents, employees of Owner or his [amily damages any of the
Common Arcas as a result of negligence or misuse, the Owner hercby authorizes the Associziion
to repair the damage. The cost of repair shall be the responsibility of that Owner and shall
hecome an Individual Lot Assessment payable by the responsibic Owner. In the evenl an Owner
disputes either responsibility or the amount of damage clatimed, then the Owner may request a
hearing puzsuan to the revisions of Section 7.14 (b} and any lability determined shall be an
assessment secured by lien as allowed by the Act.

Section 4.05. Streets. The Association may make rules and regulations conccrning
driving and parking within Hattcras Island Hstates including any designations of parking, the
posting of specd limits and any othet fraffic signs to take reasonable measures fo discourage
excessive speed and cncourage safc driving on the streefs.

Scction 4.06. Ingress and Tgress. Notwithstanding anything to the contrary appearing i
this Decluration, if ingress and egress to any Lot or Dwelling Unil is through any part of the
Commeon Ales any conveyance or encumbrance of such part ol the Common Area shall be
subject to an casement for ingress and caress for such Lot or Dwelling Unit over and upon such
portion of the Comunon Area as is designafed for mgrcss and egress (by @ public or private strect
or right of way} and shown on a recorded plat of such Common Area, Lot or Dwelling Uit
affected thereby or created or reserved by Declarant in an instrament recorded in the Dare County,
North Carolina Regisiry.

Section 4.07. Tiile to Common Aress. The eclarant shall retain the legal title to
the Cormumon Areas until such time as it has comyplcted improvements, if any, (herean and until
such time as, in the opinion of the Declarant, the Association is able to maintain the same but,
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notwithstanding any provision to the contrary herein, the Deelarant hercby covenants, for itself, its
successors and assigns, that it shall convey the Common Areas o the Association at ils option
anytime prior to September 15, 2014,

Qeelion 4.08. Stormwater Manapciment Improvemenis. The Association will be
responsible for maintenance of ary stormwater mansgemcent swales, chanonels and check dam
tepairs. Fach Association shall be responsible to insuge that each owner within each
neighborhood maintains his driveway. Such maintenanec is to include removal of sediments
within the swales and channels, restabilization of the swales and channels as needed, check dam
vepairs and upkecp of the vegetation cover on a periodic, as required basis. Fach Dwelling Unit
which is allached to another Dwelling Unit is hereby subject to an easement upon and across such
other aitached Dwelling Unit for the drainage and discharge of water from any storm drain to or
toward downspouts situated on the other attached Dwelling Unit and ihe owner of such Dwelling
Unit may not alter or obstruct such drainage or flow of water to the detriment of the other
Dwielling Unit or the common areas of Hatteras Island Esfates.

Section 4.09. Sales and Construction Offices. Notwilhslanding any provisions of
restrictions herein to the coniracy, there is hereby reserved for the benefit of Declarant and its
suceessors and assigns during the Declarant’s Rights and Obligations Period, the alienuble and
transferable right and easement in and to Hatteras Island Fstates for the maintenance of signs,
aales offices, construction offices, business offices and model Dwelling Lhiils, together with such
other facilities as may be reasonably required, convenient, or incidental to the completion and
improvement of Common Areas, and/or wale of Lots, ur any Additional Phases, [or so long as
Declarant owns any Lol ar Dwelling Unit primarily [or the purposc of sale.

Aricle ¥V
Tieclarant’s Reserved Kights and Obligations

Scction 5.01. Duration of the Declarant’s Rights and Obligations Potiod. The rights and
obligations reserved for the benefit of the Declarant (the “Declarant’s Rights and Obligations
Period™) shall extend until September 15, 2014, "The Declarant, however, may elect to voluntanty
terminate all or any portion of the Declarant’s Rights and Obligations Period by expressing such
clection in writing Lo the Association,

Section 5.02, Right to Complete 1atteras Tsland Resorl. The Declarant shall have the
1ight to conduet all lawful activitics required or related to the completion of the Haltteras Istand
lstates as such may be reasonably amended from time to time and as approved under ithe
Crdinances of Dare County, North Carolina.

Scetion 5.03. Additional Phases. The Declarant heveby declares that all ol that propertly
described in the Lxhibil “B” is subject to the Declarant’s right to unilaterally subject such property
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to this Declaration.  Uor the duration of the Declarant’s Rights and Obligations Period, the
Declarant shall have the tight to incrementally annex all or any porfions of that property
comprising the additional phases by executing one or mmere Supplementary Declarations.

Qection 5.04. Governing Documents. During the Declarant’s Rights und Obligations
Teriod, fhe Association shall make no amendments (o the Goveming Drocuments or take any other
aclion that may adversely affect the Declarant’s intevest without the Declarant’s prior written
consenl.

Section 5.05. Easements. The Association shall take no action seeking to alter easements
established in the Governing Documents by the Declarant, nor (o prevent establishment of
casemenls necessary to complete the Hatteras Island Estates,

Section 5.06. The Declarant’s Representation on the Board. During the Declarant’s
Righis and Obligations Petiod, the Declarant shall have the right to appoint two ol the thiee
members serving on the Board of the Association which right of appointincnts may earlicr be
lerminated as provided in Scction 5.01 herein. The number of members of the Board and
composition may not be changed during the Declarant’s Rights and Obligations Veriod without
the Declarant’s writen consent.

Arlicle VI
Architeciural Standards

Qection 6.01. Purpose. Declarant desires to provide for the prescrvation of the values of
Haltcras Island Estates with respect to any Dwelling it {o be constructed on aiy purkion of the
Property. To that end, Declarant will esfablish an Architcetural Standards Commitiee (the
“ASC:™), The purpose of the appointed ASC is to maintain standards as to appearanec, shape,
dimension, conslruction matertat, and color among other things, in order to establish a desirable
consistency and harmony, smaong adjacent and surrounding structures and relative o loeation and

topography.

Qection 6.02. Advance Approval Requircd. All construction (which term shali include
within its definilion: staking, clearing, excavation, grading and other site work) or modification
{exeept inderior alterations not affecting the external struclore or appearance of any tmilding)
including plantings or removal of plants, teces or shrubs shall not lake place except in strict
compliznce with this Article, until the requirements below have been 1 ully met and written
approval of the Architcetural Stundards Cominittee ("ASC™) has been obtained pursuant Lo
Nection 6.03 below. Unless approved in accordance with this Article, no structure, including, bul
not limited to: fences, porches, patios, decks, privacy walls, gales, poels, whirlpoals or other
pools, and awnings, shall he placed, erected ox instalied vpon any Lot andfor Dwelling Unit.
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Unless otherwisc approved by the ASC, all improvements construcied on amy portion ol
Haltcras Island Hstates shall be designed by and huilt in accordance with the plans and
specificalions of an approved licensed architcct and an approved licensed general confracion. For
(he purposes of this Article, an “Approved Licensed Archifect” and “Approved Licensed General
Contractor” shall mean an architect or general contractor properly licensed who has made
application and has been approved by the ASC. "Lhe requirements and procedure {ov becoming an
approved architect or general contractor shall be determined by the ASC.

This Article shall not apply to the activities of the Declarant, nor to constroction of
improvements or modifications to the Comunon Areas by or on behalf of the Association

This Article may not be amended during the Declarant’s Rights and Obligations Period
without the Declarant’s prior written consent.

Seclion 6.03. Archilectural Standards Committee. During the Declarant’s Rights and
Obligations Teriod, the Declarant retains the right (o deterniine the contposilion atd appointment
of all members of the ASC. Thereafier, all appointments shall be made by the Boavd.

Responsibility for administration of the Architectural Guidelines and review of all
applications for constraction and modifications under this Article VI shail be handled by the ASC.
The members of the ASC need not be Owners within Hafteras Tsland Listates and may but not need
include: architects, engincers or similar professionsls, whose compensation, if any, shall be
cstablished and remitted from time to time by the Declarant. The Declarant may establish
reasonable fees to be charged by the ASC for review of applications hereinunder and may require
such fecs o be paid in full prior to review of any application,

Seclion 6.04. Guidelines and Procedures. The Declavant shall prepare the initial design
and development guidelines and applicalions and review procedures {the “Architeciural
Cruidelines™} whicl: shall be applicable to afl construction activitics within Hatteras Island Estates.
The Architectural Guidelincs may conlain gencral provisions applicable to all of ITatleras Island
Listates, us well as specific provisions which vary from the Esates to any Additional Property
annexed to this Declaration depending upon the location, unigue characteristics and intended use.

The ASC shall adopt the Architeetural Guidelines and therealier shall have solo and full
authority Lo reasonably amend the Architectural Guidelines from fime to thne without the consent
ol the Association, provided said amendments arc consisient with the Siaternent of Purposc sct
forth within this Declaration; however, any amendments during the Declarant’s Rights and
Obligations Period must have the prior writlen consent of the Declaranl. Subsequent (o ihe
Teclarant’s Rights and Obligations Period, any amendmenis to the Architcctural Guidelines may
be cither proposed by the ASC {o the Association or may be proposed initially by the Association
and any adoption therealter must be by a majority vofe of the Board.
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‘The ASC shall make the Architectural Guidelines available to Owners and approved
Architecls and General Contractors who seek to engage in any development and consiruction in
Uatieras Island Estates and atf such persons shall conduct their activities in stiict accordance with
the Architectural Guidelines. A written document acknowledging receipt of (he Architectural
Guidelines shall be signed by the appropriate General Conlractor priov fo commencerncnt of umy
construction activity. All Ovwners, Architects, Gepeval Contractors, sub-contractors, materiaimen
and their agents shall conduct their activities strietly in accordance with the Architcctoral
Guidelines.

Any amendments to the Architectural Guidelines as may be reasonably adopled from time
to time by the ASC in accordance with this Section 6.04 shall apply to censtruction and
modifications commeneed after the date of such amendment only, and shall not require
modifications or removal of structures previously approved by the ASC once the approved
construction or modilication has commenced,

The ASC may promuigate from time to time detailed slandards and procedures governing
its arca of responsibility and practice. In addition thereto, the following shall apply: plans and
specifications showing the pature, kind, shape, colon, size, materials and location of any proposed
construction and amy modifieation, addition or alteration o any priox approvals shall be submitted
to the ASC for approval as to quality of workmanship and design and as to hamony of external
design with existing structures, and as {o location in relation o surrounding steuctures, topography
and finishing prade elevation.

The plans to be submitted must include site plans which depict all access strects and
walkways, patlways, and other exterior improvements, graditg drainage pfan, Y plan, if any,
indicating runolf, foundation pian, exterior and lighting plan. The architectural drawings
aubmitted must include total enclosed heated/air conditiomed square footage, the lloor plans,
including an cxact computation of the square foolage of each floor and drawn fo the scale of one
quarler inch equals onc foot, elevation drawings for all sides which shall indicate existing grade,
fill and fmished floor elevation, detailed drawings of typical wall scetions and any other extra
features, aid a complete identilication of colors and materials, mcluding shingles, siding and
color.

At time of submission, three scts of plans shalf be submitied with the completed ASC
application form. Construction of all improvemerts must be completed within nine months from
the date the ASC granls an applicani approval.

Section 6.05. Non-Trecedential Nature of Approvals, Bach applicant acknowledges that
{he composition of the ASC will ehange from time to time and that decisions regarding aesthetic
matters and interprelation and application of the Architectural Guidelines may reasonably vary
from time to time. in addition, each applicant acknowledges that it may not always be possible to
identify objectionable features of propused lmprovements unti) the knprovements arc compleicd,
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in which case it may be unrcasonable to require changes to the Improvements previously

approved, but the ASC may refuse lo approve shnilar Improvemens in b future. Approval of
Improvements for any particular applicant or Dwelling Unil shall not be deemed a waiver of the
right (o withheld approval as to any similar Improvements subscquently submitted for approval.

Qeetion 6.06. No Waiver of Future Approvals. The approval of the ASC of any propusals
ot plans and specifications or drawings for any work dosne or proposed, or in conneclion with any
other matier requiring the approval and consent of the ASC, shall not be deemed to constitute a
waiver of any right to withhold approval or consent as fo any similar proposals, plans and
speeifications, drawings or mallers subsequently or additionaly submiiled for approval or
consenl.

Section 6.07. Basig for Decision and Variance. The ASC shalf approve or disapprove
any application in ils roasonable discretion, based primarily on adherence with the Architectural
Guidelines; however, the ASC reserves the right lo grant variances based on architectural morit
and on cxisting landscape condilions. The ASC may also consider the nature, kind, shape, height
of materials and location of the proposed improvements, hmmony with surrounding structures and
topogeaphy, and other factors including purcly aesthelic considerations, wiich in the sole opinion
of the ASC will affect the desirability or suilability of the construetion.

Section 5.08. Limilation of Liabilily. Revicw and approval of any applicabion pursuant Lo
(his Article is made on the basis of aesthetic considerations only and the ASC shall not bear any
responsibility for ensuring the structural integrify or soundness of approved construclion ot
modifications or for ensuring compliance with butlding codes and other governmental
requirements. Neither the Declarant, the ASC or the Association, or member of any of the
foregoing shalt be held liable for any mjury, damages or loss arising out of the manner or gualily
of approved constiuction on or modifications o any Dwelling Unit,

Section 6.09. Enforcement. Any construction, alleration or other work done in violation
of this Ariicic or in a manner inconsistent with the application approved by the ASC shall be
deemed to be nonconforming. Upon written request from the ASC ("Notice of Nonconfornmily™},
an Owner shall, at his own cost and expense, promptly remove the nonconformity and restore the
property to substantiaily the same condition as cxisted prior to the creation of the nonconformity.

In the cvent an Qwner is in disagreement as to the Notice of Nonconforinity, then the Owner has
the right to request a hearing before a three-member panel designated by the ASC provided the
Owner delivers wrilten notice for request of hearing to the Secrelary of the Associalion no later
than ten (10) days from the date the Owner received the Nofiee of Nonconformity. Uponp receipl
of any request for hearing, the Secretary of the Association shall thercafter calendar a hcaring not
fess than seven {7} days nor more than fiftcen (15) days before the ASC. Subject to procedures as
may be csiablished by the ASC, any Owner may appeal the ASC’s decision fo the Board. The
Board at its election may either calendar a further hearing or uphold, modily or reverse the
decision of the three member panel of the ASC and said deeision by the Board shall be final.
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Upon issuance of the Notice of Nonconformily, ail construction shall be stayed pending
comphance by the Owner or resolution by the ASC or yeview and final decision by the Board. In
aceord, a stop-work order may be posted on the Owner’s properly by the ASC. Should an Owner
fail to remove and restore any nonconformily as required hereunder, the Association or its
designecs shall have the right to enter the property, remove the viola{ion and restore the property
to substantially the same condition as existed prior to the constrnetion, alteration or other work.
All costs, together with the interest at the maximum rate then allowed by law, including
reasonable attorney’s fees allowed by the Acl, may be assessed against the nonconlorming Lot or
Dwelling Unit and collceted as an Individual Assessment pursuant fo Section 8.04.

Any contractor, subcontractor, sgent, cmployee or other invitee ol an Owner who Fatls to
comply with the torms and provisions of this Article and the latteras Island Resort may bo
excluded by the Declarant (during the period of the Declarant’s Rights and Obligations Pesiod)
from Hatteras Tstand Estates, subject to the notice and hearing procedures established by the ASC.

T such event, neither the Association, its officers nor direclors shail be held liable to any person
for exercising the rights granted by this Section.

In addition to the foregoing, the ASC shall have the authority and standing, o behalf of
the Assouiation, to pursue all legal and equitable remedics availuble to enforee the provisions of
this Article and the deeisions of the ASC.

Arlicle VI
UISE RESTRICTIONS

Section 7.01. Pupose. In order to preserve the natural setting and beauty of Halieras
Island Estates, and to eslablish and preserve a harmonious and aesthetically pleasing design
pursuant fo standards promulgated by the Association, and to protect and premote the value ol all
propertics within Hatéceras Lsland Estates each Lot and Dwelling Unit located within Hattcras
1sland Estales shall be subject to the restrictions set forth in this Article VIL Every grantee ol any
interest in Iatterns Island Bstates (unless specifically exempted) by acceptance of a decd or other
conveyance of such interest, agrees to be bound by the provisions of this Article ViI.

Section 7.02. Uenerat Provisions. All Properties within Hatteras Tsland Estates shall be
used [or onty single family, non-transient residential purposes consistent with this Declaration and
any reasonable amendments. The Association acting through its Board, shall have authority fo
mike and to enforce standards and resticlions governing the use of Hatteras Isiand Estafcs. Such
regulations and use restrietions shall be binding upon all Owners, sccupants, invitees and
ticensees, if any Board. The Use Restrictions provided herein arc not inlended to interfere with
the interior confines of Dwelling Units, except that the Association with approval of the Board
may reasonably rostrict or prohibt the following:
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(2)

(33
(4}

aclivitics not normally associated with vesidential or home olfice. Lxcept as
otherwise provided herein, no business activily or trade of any kind (other than
activitics related Lo development of the Development by Declarant, installation and
mainicnance work by utility providers and persons responsible for street
maintenance or replacement of a single-family residence or improvement or
maintenance ol a Lot or Dwelling Unit) shall be conducted on any Lot or within
any Dwelling Unit, except that an Owaner residing in a Dwelling Unit on a Lot may
conduct business acfivitics within the Dwelling Unit as long as {a) the cxistence or
operation of the business activity is not apparent ov detectable by sight, sound or
smell from outside the Dwelling Unit; (b) (he business activity vonforms to all
voning reguirements for the Propeity; (¢) the business activity does not involve
persons coming onto the Property who do nol reside i (e Property ot door to door
solicitation of residents of the Propertly; and (d) the business activily is consistent
with the residential character of the Property and docs not constittite 2 nuisance, a
hazardous or offensive use or Hlreaten the sceurity or safety ol other residents of
the Property, as may be determined in the sole discretion of the Poard. The tenm
“husipess” and “trade” as used in this Scetion, shall be consirved to have the
ordinary, generally accepted meanings, and shall include without linitation, any
occupation, work or activity undertaken on an ongoing basis which involves the
provisions of goods or services to persons other than the provider’s family and lor
which the provider receives a fee, compensalion, or other lorm of consideration,
regardiess of whether such activity is engaged in Lull or part time, such activity is
intended or does gencrate a profit; or a license is required therefor;

activities that create a danger to the health or safety ol the occupants of other
Dwelling Units;

activitics that generate cxeessive noisc or traf(ic; and

activitics that creale unsightly couditions visible outside the Dwelling Untt.

Section 7.03. Animals. No animals, livestock or poulity of any kind shall be kept or
maintained on any portion of the Eroperty or in any Dwelling Unil except that dogs, cats or other
household pets may be kept or maintained provided that they arc not kept or mainlained for
commncreial purposcs, that they do not creale a nuisance (in the judgment of the Board), such as,
but without limitation, by number, noise, oder, damage or destruction ol property ot refuse and
further provided that they are kept and maintained in compliance with (1) all laws and ondinances
of the State of Norlh Carolina, Dare Counnty, or olher applicable governmental enfity relating
thereto, and (ii) such rules and regulations pertaining thercto as the Board may adopt from {ime to
time. In no event shall more than three dogs and/or three cats be regularty kept ont any Lot or in
arry Dwelling Tnit, cxcept for newborn of fspring of houschold pets which are under nine (9)
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months of age. Notwilhstanding the foregoing, Pitbulls are expressly prohibited, and the
Association shall have the right to prohibit or requite the remeval of auy dog ov anirnal, which
after considoration ol Factors such as size, breed, disposition of the aninwal, intericrence by the
animal with the peaceful enjoyment by other Cwners of their Lots and the securily measures taken
by the Chwner with respect to such animal, the Assoeiation, in its sele diseretion, decms to be
undesirable, z nuisance or a safety hazard. Every person owning or having possession, charge,
eare custody or control of any dog shall keep such dog cxclusively upon his own Lot; provided
however, that such dog may be part of the Lot if it is under the contxol of a competent person and
resirained by a chain, leash or other means of adequate physical conlrol.

Qeclion 7.04. Anlennac. No exletior antennae, carth satellite station, microwave dish or
other similar improvements may be consiructed, placed, maintained or allowed to rethain on any
Lot or Dwelling Enit {or on any [mprovement) other than a “Reception Device™.  As used herein,
a Reception Device shall refer to a satellite dish or other devise designed to receive video
nrograrming ov attenna designed to receive over-the-air hroadeast signals from local television
stations. The use of a Reception Device is allowed, but will be limited as follows: (i) a Reception
Device thirty-nine (39) inches or smaller in diameter is allowed, and Reception Devices larger
than one meter are prohibiled; (if) Reception Devices must be instatled on the Dwelling Unit in an
inconspicuous location (so jong as the qualily ol reception is not impaired); (i) for safety
purposes, no Receplion Device may be installed thal would extend higher than twelve (12) feel
above the roofline of the Dwelling Unit without approval {rom the Archifcctural Contral
Committes; {iv) for safety purposcs, Reception Devices shall not be installed closcr to an adjacent
Dwelling Unit than the total height of the Reception Device; {v) the Owner of the Dwelling Umt
upen which the Reception Deviee is focated shall be sotely respoasible for the maintenance,
repair, upkeep and all other cosis associated wath the Receplion Device, including any medical
expenses incurred by any person injured by the use of such Reveplion Device,; and {vi) the
Reception Device should he painted an appropriate color to match the surrounding enviromment 1f
it would not unreasonably increase the cost of the Reception Device. 1f any provision of this
Scetion 7.04 is found to be invalid, the remainder of these provisions shall remain in full force
and eifect.

Scction 7.05.  Attachments. No permanent atlachments of any kind or character
whatsoever'sliall be made to the roof or exterior walls of any Dwelling Unit unless such
attachments shall have been first submitled lo and approved by the Archilectural Controd
Committes; provided, however, “Reception Devices” (as defined in Auficle 7.04 hercin} may be
attached to the ool or exterior wall of 2 Dwelling Unit without approval by the ASC. No outdoor
clotheslines shall be allowed on any Dwelling Unit or Lot. Window air-conditioning unils arc not
allowed. All components of HVAC systerns located outside a Dwelling Unit must be screened by
lattice and planied vegetation, which vegetalion must be paintained.

Section 7.06. Lawn Furniture and Siaiues, No lawn farniture or decorative items, such as
staluetics or renderings of animate or inanimate objects shall be maintained in the front or side
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yards of any Lot or Dwelling Unit unicss shielded from view by landscaping, a fence or a wall
approved in advance in writing by the ASC.

Qection 7.07. Nuisances, Unlawiul Use and Quiet Enjoyment. No nuisance or immmoral,
improper, offensive or udawful use shali be permitled fo exist on any proper(y within [Talteras
Tstane Lstates. All lows, building codes, orders, rules, regulations or requirements of any
governmental agency having jurisdiction shall be complicd with. No portion ol Hatferas Tsland
Estates shall be uscd, in whole or in part, for the storage of any property or thing that will cause it
to appear ta be in an unclean or untidy condition or emit fout or obnoxicous odors or that will
canisc any noisc or other condition thal will or might disturb the peace, quiet, safety, comfort or
serenity of the occupants of adjacent Dwelling Units. Exlerior loud speakers are prohibited on
individual lots, except in pool arcas and exterior decks.

Section 7.08. Pest-Control. All Dwelling Uniis must be subject to an agreement for
periodic pest-control. All pest-control measures must be environmental friendly with the lowest
chemicals allowed and anry measures which can be performed by organic means shall be the
method af frcatment. Farther, organic pest control incasures il available must be performed on
the soil of a Lot prior to commencement of any construction.

Gection 7.09. Recreational Vehicles. Neither a motorboal, houscboat or other similar
waterhorne vehicle, nor any airplane, nor any travel trailers, other frailers or “camper” vetucles
nay be maintained, stored or kept on any portion of the Property, except in (1) enclosed garages or
{if) in arca(s) specilically approved and with sercens oF ¢overs as specilically approved by the
Declarant or ASC (in the absence of approval ot disapproval by Declarant).

Scction 7.10.  Rental of Dwelling Unils. The individual renting of Dwelling Units within
TTatteras Tsland Estates is allowed.

Qection 7.11. Rules of the Association. Al QOwners and ocoupants of Lots or Dwelling
Uinits shal] abide by all rules and regolations adopted by the Association from time to time. The
Board and the Deelarant for so long as there remains a Class B Membership shall have alt the
power o enforee compliance with said rules and regulations by all appropriate legal and equitablc
remedics, and an Owner determined by judicial action to have violated said rules and regutations
shall be Ljable ta the Association andfor the Declarant for all damages and costs, including
reasonable aftorneys fecs.

Seetion 7.12.  Site Line Limitations. No fence, wall hedge or shrub planting wlhich
obsiructs sight lincs at clevations between two and six feet above roadways shall be ptaced or
permitted to remain on any corner Lot within the triangular arca fovmed by the strect property
Jines, or in the case of a rounded property comet, from the inlersection of the street property lines
extended. The same sight line limitations shall apply on any Lot within ten (19) feet from the
intersection of a siyeet property line with the edge of a driveway or alley pavement,
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Section 7.13. Timg Sbaring. Mo time-share ownership of propetly is permitled in Hatleras
Island Bstates. For purposes of this section, (he term “Time-Share Ownership” shall mean a
metiod of ownership of an interest in a property under which the exclusive right of use,
passession or occupancy of the property circnlates among the various Owners on a periodically
reoceiming basis over a scheduled period of time,

Section 7.14. Compliance Provisions,

(a) Owner’s Responsibility. Jach Owner and Owner’s family members, guests and
tenants shall conform and abide by the Covenants contained i (his Declaration and any Rales and
Regulations which may be adopled from time to time by the Association. Each Cwner shall be
responsible [or assuring such compliance, and any violation by family members, guests or tenafs
may be considered lo be a violation by the Owner.

() Notice, Hearing and Fines. Unless otherwise provided (as in Asticles V1 and Article
I}, any Owner who is believed to be in violation of this Dreclaration or any Rules and
Regulalions adopted by the Board, shall be sent a "Notice of Violation™ setting [orth the viclation,
any requested correetive action, and if applicable, notice of any proposed suspension of privileges
within Hatteras Islund Estates and any fincs which may be assessed. Upon receipt of a Notice of
Violation, the Gwuaer may either take the correetive action set forth within the Notice ol Violation
or in [he cvent an Owner is not in agreement with ihe terms of the Notice of Violation, then prior
lo any proposed suspension or assessment of any fines, the Owrer bas (he right 1o a hearing before
the Board provided the Owner delivers written nofice for request of hearing to the Secrelary of the
Association no later than ten (10) days from the date the Qwner received the violation. Upon
receipt of any request for hearing, the Secretary of the Association shall thereaficr calendar a
hearing not less than scven (7) days noc more than thirty (30) days before the Board. Ifiiis
determined that the Owner is in violation and a fine shall be imposed, a single fine not to exceed
$100.00 may be imposed for the violation up o the time of the hearing and without further
hearing, for each day after the decigion by the Board that a violation has oveurred. In the event if
is determined that privileges are to be suspended, the suspension may continue without further
hearing until the violation or delinquency is cured. All costs, logether with interest at fhe
maximum rate permilted by law, including reasonable aliotney fees as allowed by the Act may be
assessed aghinst the Owner’s property and collected as an Individual Assessment pursuant to
Section 8.04. Notwithstanding the enforcement provisions provided herein, the primary goal is
not (o punish bul to conciliate and resolve problems. The Board may suggest or approve
agroements snd withhold the agrecment of paying & fine if the agrcoment iy honored, Any fines
levied shall be charped against the Qwner’s property as an [ndividual Asscssment pursuant
Section §.04. The provisions provide herein for notice and heating only apply to those mattcrs
which could result in an individual assessment being levied and do not apply to any other type ol
HE k] (L pt
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(c) Additional Remedies. All remedics listed in this seclion are non-cxclusive and
may be applied comulatively.

Wl

Seciion 8.01. Creation of Assessments, Personal Obligation and Lien. Fach owner, other
{han the Declayant of any Lot or Dwelling Unit, by acecptance of a deed therefore, whether or not
it shall be so expressed in any snch deed ot other conveyance, shall e deemed to and does hereby
covenant and agree to all the covenants, easements and resivictions of this Declaralion and 1o pay
to the Assvciation:

(1) annual assessments or charges;

(2) special assessmeats lor capital improvements (such annual and speeial assessments
to be fixed, establshed and collected from time to lime as herein or in the Bylaws
provided); and

(N individual assessments levied against an Owner to reimburse the Association for
oxtra costs for maintenance anddor repairs cansed by the failure of such Owner to
rriaintain such Gwner's individual Lot or Dwelling Unit and Improvements
thereon, or for damage to or destruetion of Common Area by the Gwner or the
Owner’s guests, tenants, licensees, agents, or family members, ali of such
assessments and charges to be fixed, established and collected as hereinafter
provided; together wilh the cosls, foes and expenses including reasonable
atforney’s fees (he “costs of collection”) incurred by the Association incidental Lo
the enforcement of xny Rules and Kegulations, collection of assessments ot
collection of damages or charges arising under the Governing Nocaments. All
agsessments together with intercst and late payment fecs, and any cosls of
collection shall be 2 charge on the land and shall be a continuing lien upon the Lot
or Dwelling Unit against which each such assessment is made. Hach such

" assessment, together with such inferest thereon and cost of collection thercof as
hereinaftcr provided, shall also be a personal and continuing obligatien of the

© person or persons juintly and sevoeally, who is (arc) the Owner {s) of such Lot or
Dwelling Unit af the time when the assessment fell duc.

An Owner’s personal obligation for payment of such assessmenls shall not pass tu such
Owner's successors in litle unless expresshy assumned by them, but the lien against such Owner's
Lot or Dwelling Unit as established in this Declaration shall continne in effect (unless terminated
ag otherwise provided herein). No Owner shalt be exempt from liabitity for any assessment
provided for hercin by reason er non-use of such Owner’s Lot or Dwelling Unit or the Common
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Area. ‘This Declaration shall, pursuand to Scetion 6-21.2 of the North Carolina General Stalutes,
constitute an evidence of indebiedness with respect to the obligation to pay each assessment
provided for herein.

Seclion 8.02. Purpose of Assessments. The asscssments levied by the Association shall
be used exclusively to promole the health, secily, safety and welfure of the residents of Hatteras
Isiand Estatcs and in parlicular for:

{a) ‘The improvement, maintenance and replacement of the Connmon Arcas (including,
without limitation, the landscaped right-of-way);

(b} Establishunent of capilal replacement reserves,

(¢) Lor the acquisition of services and facilities devoled to the foregoing purposcs or for
the use and enjoyment of the Common Arcas, including but not limited o, the cost of repairs,
replacements, additions, the cost of labor, equipment, materials, managetnent and supervigion, the
payment of tuxes assesscd against the Common Areas, the procurement and maintenance of
insurance related to the Common Areas, its facilities and vse in accordance with the Goverming
Nocurnents, the employment of counsel {o represent the Association if necessary, and such other
roquirements as may be necessary to perform all of the aforesaid funclions and purposes;

(@) Carrying out the purposes and duties ol the Association as stated in its Avticles and
Bylaws and as stated in this Declaration,

Without limiting the generality of the above-deseribed purposes, the assessmends levied by
the Association may he nsed for the acquisition, construction, irmprovement (including
landscaping and planting} and maintenance of any common facilities located or to be located in
the Comimon Aves and Landscaped Rights of Way, and any landscaping casement areas or
Entrance Monument easement areas as shall be indicaled on the recorded plats of Hatteras Island
Resort.

Section £.03. [nitial Maximum Annual Assessment and Anoval Assessment. The initia)
maximunt anial assessment for the calendar year 2004 shall be as follows:

Owner Members Regular
Semi Annnal Assessiment
Peor vacant Lot £ 45000
Per vacanl Lot owned over 18 months $ 600.00
Per single family home in the Lstates $ o600.00

The maximun: annual assessment for each suecessive calendar year therealier shall
404
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he established by (he Board subject to Article VIIL Within thirly (30) days after aduption of the
yearly budpet, the Board shall provide Lo all Owners a summary of the budget and a notice of the
meeting 1o consider ratification of the budgel. The Board shall sel a date for a meeting of the
Owners 1o cousider ratification of the budgct, such meeting to be held not less than tea {10) nor
more than sixty (60} days after mailing of the summary and notice. A quorum need not he present
al such imeeting, and the budgel is ratified unless at that meeting the Crwers entitled o cxercise
fifty-one percent (51%) of the votes in [he Association reject The budget. In no event may the
Roard or membership of the Association decrease the amount of the annual assessment for any
calendar year fiom the amount of the annual assessment for the previous calendar year.

Section 8.04. Individual Assessment. An Individual Asscssment may be levied againsi
any Owner fo reimburse the Association for costs incurred in bringing the Qwner and/or such
Owner's Lot ot Dwelling Unit into comapliance with the Governing Documents, provided such
Individual Assessment may only be levied on the affimative vote ol the Board, after nolice of an
opportunity for hearing has been provided to the Owner pursuant to the applicahle provisions of
cither Section £.09, Scetion 7.14 or Seclion 9.03,

Scction 8.05. Bmergency Assessments. Tn addition to (he anpual asscssments, apecial
assessments, and individual assessments authorized herein, in the event of an “Emergency’” {(as
hereinafter delined), the Board, on behalf of the Association, in the Board’s sole discrefion, may
fevy an emcrgency asscssment lor the pwpose of taking preventafive, protective, stabilizing, or
remedial actions to protect the Coramon Area or aty Improvements located thereon, and to lurther
reconstruct, repair or replace any portion of the Propetty or Improvements following such
Fmergency. An “Iinergency” for purposcs of this Scetion 8.05 includes, but Is nof limited to,
floods, hutricanes, tornadoes, fircs, acts of God ar other naturally oceurring phenomena. An
emergency assesstent shall be due and payable as cstablished by the Board.

Section 8.06. Rale of Assessmetts,

{a) Except ax otherwise sel forth herein, assessments other than individual assessiments
must be fixed at a uniform rate for all Lots. Annual Assessments other than individual or special
assessments may be collected on a monthly, quartcrly, annual or other basis, as determined by the
Board, and may be collected in advance. The Board shall have the pawer al any time and from
time to Limc, in its sole discretion and upon such terms and conditions as the Board deems
appropriate, to allow percentage discounis to Owners who pay assessmenis carlier than would
otherwise be required for such payments; provided, however, all such discounts shall be made
available to and applicd uniformly to the Owners of all Lots that arc subject to the assessment Lo
wlhich the discount applics.

(b)  Notwithstanding anything to the contrary that may appear in ihis Declaration, all
Iots and Dwelling Units owned by Declarant shall be exempt from apnual, special, and individual
assessments, until the inifial sale of such Lot or Dwelling Unit to a thied party.
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Section 8.07. Commencement of Assessments: Establishing the Amout: Pue Daies.
I'he aunual asscssment shall commence with respeet fo the Dwelling Units and Lots 1n any Phase
on the first day of the month immediately following the month in which the first Lot or Dweling
{Unit in such phasc or section of Haltcras Island Estates conveyed fo the Owner by Declarant, and
the amount of the first annwaal agscssment applicable to the Lot or Dwelling Unil shall be prorated
in accordance with the nuntber of months remaining in the calendar year on and after it becomes
applicable to the Lot or Dwelling Unit. For the putposes of this Section 8.07 only, in cstablishing
the titne when an annual assessment, an individual assessment or special assessment is applicable
to 1 Lot or Dwelling Tnil, the term “Declarant™ shall include any Person to whom the Declarant
or such Person has conveyed an undeveloped pertion or Phase of Tatteras Istand Lstates for
development by such Person info Lots or Dwelling [nits {it being contemplated by Declavamt {hat
(herc may be instances in which a cerlain section or phase of the Property is conveyed to ancther
Pexson who will develop same into residential Lots or residential property), and who has been
designated as such by the Declarant. A special asscssment and/or individual assessment shall be
applicable to cach Lot or Dwelling Unit subject to this Declaration at the time such assessment is
established. The Board shall cstablish the amount of the mnual assessment for the ensuing
calendar year at lcast thirty (30} days in advence of the beginning of such year, and, if the amount
of the annual asscssment changes from the amount for the current year, the Buard shall causc
writlen nofice of the new aonmal assessment fo be sent to at least one of the Ovwners of each Lot or
Dwelling Unil subject to the assessment. Subject to any limifations contained in the Governing
Nocuments and applicablc laws, the Board is empowered at any time and from time (o time to
eslablish the due daies and penalties fox late payment of annual and special assessments. Tho
failure of the Board to establish the amount of any amnual assessinent as required herein shall not
be a waiver or modification in any respect of the provisions of this Declaration, or a waiver of the
Board’s right to establish the annnal asscssment at any time during the calendar year to which it is
applicable, or & release of any Owner from (he obligation to pay the assessment or any installment
thereof for that or any subsequent year, and the annual assessment established for the immediately
preceding calendar year shall continue in effect uatil the Board has established the new annual
assessmenl

Scction 8.08. Elfeet of Non-Pavinent ol Assessment; 'the Personal Obligation of the
Orwiter: The' Lien, Remedics of Association. 11 the assessments ave not paid on the date duc (being
the dutes referred to in Section 8.07 of this Article), then such asscssment shall beeome delinquent
and shall, together with such inferest thereon and cost of collection {heteot as hercinatier
provided, thereupon become a contining lien an the Lot or Dwellng Unit. The personal
obligation of the Owner Lo pay such asscssment shall remain his personal obligation for the

statutory period and shalt be binding on any sueccssor in interest.

Tf the assessment or assessmenis arc not paid within thirly (30} days afler the delinguency
dale, the assessment or assessments shall bear interest trom the date of delinquency af the rafe of
interesi sct by the Board, nol (o exceed the maxinuam rale permtitted by law, and the Doard acting
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on behalf of the Association may authorizc its officers {o bring appropriale civil action against the
Owrer personally obligated to pay the same or to foreclosc the lien against any such Lot or
Dhwelling Unit and there shall be added io (he amount of such asscssment, the costs of such actiom
and reasonable attorney’s lees as allowed by the Act or other cost incurred by the Association. In
the event a judgment is obfained against any Owner for such assessments, such judgment shall
include interest on the assessment at the maximum rale permitted by law and a reasonable
attoxney’s fee as allowed by the Act together with the costs of the action.

Section 8.09. Subordination of the Lien lo Mortgages or Beeds of Trust. The lien of the
assessments provided For herein shall be absolutely subordinate to the lien ol any first mortgage or
decd of trust now or hereafter placed upon any Lot or Dwelling Unit, subject to assessment. The
subordination shall not relieve any Lot or Dwelling Unit from liability for any assessmienis now or
hereafter due and payable, but the lien thercby created shatl be secondary and subordinate to any
first mortgage or deed of trust as if said lien were a sccond morlgage or deed of trust, wrespective
ol when such first mortpape or deed ol trust was executed and recorded.

Section 8.10. Exempt Property. AH Common Arca, Linnted Common Area, all propurly
of the Residual Parcel and real property owned by governmental entitles, and all T.ots, Dwelling
Units, und other portions of the Property owned by Declarant, shiall be cxcapt from the
assessments and lens for same created herein. Provided, however, no real property or
improvements subject to this Declaration and occupied and used for residential dwelling purposes
shall be exempl [rom such assessments and liens, other than Lots and Dwelling Units owned by
Declaratt.

Section 8.11. Deelarant’s Obligations for Assessments. The Declarant’s obligation for
assessmoents on unsold Lots or Dwelling Units subject to this Declaration will be limited to the
difference between the actual operaling costs of the Association, excluding reserves on the
Common Areas, and the assessments levied on Owners who have closed title on their Lols or
Dwelling Units. 1n no event, however, will the Declarant be required to make a deficiency
coniribution in any amaunt greater than it would otherwise be liable lor if it were paying
assessments on unsold Lots or Dwelling Units. After the Declavant’s Rights and Obligations
Period, Declarant shall pay assessments as would any other Owner for each Lot or Dwelling Unit
owned by the Declarant,

Scction 8.12. Certilicate of Payment. The Secretary of the Association shall furmsh a
cerlificate stating whether any assessments are owed by an Owner. 8uch certificate may be relied
upon by a good faith purchaser or mortgagec as conclusive cvidence of payment of any
assessment therein slaled to have been paid.
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Articic IX
Maintenance

Scction 9.01. Responsibilities of Owners. Each Lot or Dwelling Unit Owner shall be
responsible for all mainlenance and repair of his Lot and/or Dwelling Unit together with all other
improvements thercon or theretn and afl landscaping of grounds on and within the Lot. Hach
owner shall bie responsible for maintaining his Lot in a neat, elean and sunitary condition, and
-such responsibility shall inciude the maintenance and carc of all exterior surfaces ol all
improvemenis and other structurcs and all trees, stwubs, hedges, walloways, diiveways and other
landscaping consistent with the site plan and landscape plan approved by the ASC, unlesy said
maintenance repair and replacement has been specifically delegated by the Association as
provided in Section 9.02 herein.

Section 9.02. Responsibilities of the Association.

(8} The Association shall maintain and keep in good repair the Common Areas, such
maintenance (o be funded as hereinafter provided. This maintenance shall include, but need not
he limited to, all landscaping and other flora, structures, any private stieets, pedestrian pathways,
aceess walkways, all stormwater management facililies (including without limitation, ponds,
hasins, slormn drainage pipes, or oil prit separators, drainage areas and underground facilities, if
any} and any recreationat facilities which become available for use as determined by the Peclarant
whether or not title fo such facifities has been conveyed Lo the Association, and such portions of
any additional property included within the Commen Areas as may be diclaled by this
Declaration, Supplemental Declatation.  All costs associated with maintenance, repair and
replacement of the Common Aress shall be a Commen Expense to be allocated among all Owners
as part ol the Comunon Assessment.

Scetion 9.03. Compliance. The Association shall have the right bud not the obligation to
cure any maintenance deficiencies of an Ovner {including but not limited to extemal carc of
windows, siding and roofing) in which event the Association shall give a “Notice of
Maintenance” to the Owner selling forth those matters in need of repair and requesting the same
be addressed and said repairs completed within thirty (30) days from the date of said notice.
Upon timely written request by an Owmer to the Sceretary of the Association, the ASC shall give
consideration to any rcasonable request by the Owner lor an extension to complete said repairs
beyond thirfy (30) days. In the event an Owmer is in disagreement as o the need lor repairs or
cotreetions requested within the Notice of Majntenance, then the Owner has (he right to request a
hearing before a panel of three Members designated by the ASC provided the Owner delivers
written notice for request of hearing to the Secretary of the Association no later than ten (10) days
from the date the Owner received the Notice of Maintenance. Upon recsipt of any request for
heuring, the Secrelary of the Association shall thereafter calendar a hearing nol less than seven (7)
days and no morc than thirty (30) days before the ASC. Subject to procedurces that nay be
established by the Association, any Gwner may appeal the ASC’s decision to the Board. 'The
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Board in its election may either calendar a further hearing or wpheld, modify or reverse the
decision of the three member panel of the ASC and said decision by the Board shall be linal.
Should an Qwner fail to nmuke those repairs as set forth within the Notice of Maintenance, then the
Association or ifs delegate agent shall have the autherily Lo enter upon the Owner’s property to
repair and restore the Lot andfor Dwelling Unit and iF nceessary, make exterior repairs. All cosis
together with interest at the maximum rate perinitied by Jaw, including reasonable atlorncy fees as
allowed by the Act may be asscssed against the Owner’s property and collected as an Individual
Assessment parsuant to Section 8.04,

Article X
BEASEMENTS

Section 10.01. Eascment Reserved by Declarant, Declavant, for so long as there is a Class
13 Membership, and then the Asgociation, for itself, its successors and assigns, and 1ls apents,
contractors, and employces reserves a perpetual, alicnable, and releasable casement on, over and
under the Property (and mcluding atl Dwelling Units, Lots, Common Property and Timited
Common Property} for installation, maintenance, vepair, replacemen, use, operation and remaval
of utilitics {including, without limitation, electric, natural gas, telephone and cable felevision) and
related appurtenances and eqguipment (including without limitation, wires, poles, pipes,
transformer boxes and conduits), stormwater and drainage facilities and soil and water
impoundments.  Provided, however, no easement hereby reserved shall be applicable to any
portion of a Lot or Common Ares or Limited Common Arca used as building sitc or approved use
as building site by the Architectural Control Comanittee, Full right of inpress and egress shall be
had by Declarant at all limes over the Lots and Dwelling Units or Common Arcas or Limited
Commeon Areas (other than the purtions thercof used or approved as building sites) for the
inslallation, usc, operation, than the portions thereol used or approved as building sitcs) for the
installation, use, operation, Maintenance, repair, replacement or removal of any such utihily,
drainage facility or impoundment, together with the right te remove any obslruction that may be
placed i any easement that would constitute interference with the usc of such easenient, or with
the use, installation, Mainlcnance, repair, replacemcnt, removal or operation of same. Assignecs
to whom Declarant reserves (he right to assign and convey, in whole or in parl, the eascments
rescrved by it hereunder shall include, without imitation, the Associalion and one or more
governmeénlal entities or public ulility companies. Provided, however, neither the foregoing
reservation ol easement rights nor any similar reservation of easement rights contained in this
Declaration shall create or impose any obligation upon Declarant, or its successots and assigns, 1o
provide or maintain any such utility, drainage facility or inpoundment, which 1f not olherwisc
maintained, shail be maintained by the Assoeiation.

Seclion 10.02. Easement Reserved tor The Association.

{a) Full rights of ingress and egress shall be had by the Association al all tines over
TN4404
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and upon each Lot or Dwelling Unit for the Maintenance and repair of each Lot or Dweling Unit
in aceordance with the provisions hereof and fur the carrying out by the Association of its rights,
powers duties and obligations hereunder; provided that any such entry hy the Assocafion upon
any Lot or Drwelling Unit shall be made with a minimum ingonvenience to the Owoer as
reasonably practicable, and any damage caused as a result of the negligence of the Assaciation’s
eniployees or agents shall be repaired by the Association at the expense of the Associafion.

{b) Tn addition to the forcgoing, and in order to implement effective and adequafe
crosion confrof, the Association, and its conlractors, employces and agents, shall have the right to
enter upon any portion of iy Lot or Dwelling Unit before und affer Linprovements have been
constiucted thereon for the purpose of performing any grading or landscaping work or
constructing, repairing, replacing, using and maintaining erosian control devices; provided
however, no such activitics shall interferc with any permancnt Improvements consiructed on any
such Lot or Dwelling Unit (which lmprovements have been approved by the ASC). If'the need
for erosiom coitrol results from the constraction of Improvements on any portion of an Lot or
Dwelling Unit or any excavaiion, prading, removal, reduction, addition or cleariitg of any Lot or
Dwelling Unit or portion thereof, the cost of any such work performed by the Association for the
purpose of implementing effective and adequate erosion conlrol shail be assessed against the
Owners of T.ot or Dwelling Unit on which such cottective aclion is necessary on a Lot ov
Dwelling Unit, prior to exercising ils right to enter upon such Lot or Dwelling Unit and
performing any grading or landscaping work or construciing ot maintaining erosion prevention
devices, the Association shall give the Owner of such Lot or Dwelling Unit written notice of and
the opportunity to fake the corrective action specified in the notice, the Association may then
exercise its right to enter upon the Lot or Dwelling Unit and take or complete the necessary
corrective action.

Scetion 10.03. Easement Reserved for Governmental Entities and Public U tilitics. An
casement is hereby established for applicable governmental catities and municipal, stale or public
utilitics serving ihe Development and their agents and cmployees, over all Lots, Drwelling Units,
Common Arcas hereby or hereafter established (and approved if required), for the purpose of
setting, removing, repairing, maintaining and reading utility meters, majntaining, repairing and
teplacing streets, utilities, utilily or drainage connections, and acting for other purposes consislent
with the public safety and welfare, imcluding without limilation, police and fire proteciion,
earbage collection, and mail delivery, the rights granted by such eascments fo be exercised N a
reasonable manner and at reasonable imes (except in the case of an emergency).

Section 10.04. Basements Shown on Reeorded Maps., Declarant, for itself, ils successors
and assigns (incleding, without Jimilation, governmentat entities and the Association), and in
addition to thosc casements reserved in this Declaration, hereby tescrves easements in the
localions and for the purposes shown and indicated on all maps of Tots or Dwelling Units subject
to this Declaration that are recorded in the Dare County, North Carolina Registry, and for the
purpose of cxercising and iniplementing such casement rights, Declurant and the Association shali
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have the right of ingress, epress and regress over and upon those cascment areas. The rights
reserved by this Section 10.04 include, without [initefion, the right to construet, alter, place,
maintain, repair replace and usc in the easemenl areas identified on such maps, all Impravements
deemed necessary, in the rensonable discretion of the Declarant or the Assuciation, for the full
exercisc of such ensement.

Section 10.05. Eazcrmcnts for Stormwaler Prainage Facilities over the Residual Parcel.
Dreclaranlt currently owns all of that Property known as Tlallteras Island Estales Residual Parecl.
Declarant, as Ovmer of the Residual Parcel, does hereby grant and establish, to and for the benelit
of the Owaners and the Association and (or the benefit of the Residual Parcel reciprocal eascments
for the drainage of Stormwater runoff through and info such stormwater dratnage facilities,
ineluding drainage, swails, conduits, pipes, and delention ponds, 4s are constructed and located on
ihe Residual Parcel and Halleras Island Listates, from lime to time. The Owner of the Residual
Parcel shall have the exclusive right to determine the location and placement of such [acilifics,
subject to the requirements of Dare County and/or amy other govermmental authority having
jurisdiction, and neither the Association nor any Owner shall have any right with respect thereto.
The Owner of Haitcras Island Bslates Residual Parcel shall be responsible for the mainlenance of
any such drainage eusements, facilitics and ponds that arc loeated within Residual Parcel.

Scetion 10.06. Enlrance Mopuments. Declavant has the right bul not the obligation to
install an entrance monument and rejaied improvements ('Entrance Monument”) on any Lot
which is specified as a Lot upon which an Entrance Monument may be established in any
Supplemental Declaration which is fited in the Dare County Public Registry. Declarant hereby
rescrves for the benelil of Declarant and grants to the Association an easerncut over, under and
across such Lot(s) for the installation and maintenance of such Entrance Manumcent.

Section 10.07. Encroachment Eascments for Improvements Constructed by Declarant,
Declarant does hereby grant, declare, and establish eascments over all L.ots for the encroachment

of improvemnents now or hereafler construcicd by the Declarant on adjacent Lols, Common Atca
or rights-of-way to the extent that such improvements actually encroach, including, but not
limited to, such items as sidewalks, provided such encroachment does not interlere with the
reasonable use of {he Lots so encroached upon.

Section 10.08. Occan Access.  Ocean aceess for purposes ol ingress and egress and access
lo the Atlantic Ocean shall be via thosc designated public accesses, subject to the rights of the
public.
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Adticle X1
Party Walls, Party Fences, Joint Didveways And
Shared improvesmneids

Qection 1 1.01. General Rules of Law to Apply. Fach improvement which is comstmeted
within Dwelling Unils as a part of the origitial construction and any part of which is placed on the
dividing line hetween separate Dwelling Unils shall constilute a “Shared Improvement.” With
respect to such Shared Linprovement, each of the adjoining Ovwners shall assume the burdens of
and be subject to an easement for that portion of the Shared Improvement on such Owmer’s
Dwelling Unit, and shall be entitled to the benefits ol this Article X1 To the extent not
inconsistent herewith, the general roles of law regarding party walls and labihty for properly
damage due to negligence or willful acts or omissions, shall apply to Sharcd lmprovements and
thetr adjoining Owncers.

Section 11.02. Sharing of Repair and Maintcnance and Destruction by Fire or Other
Casualty, All Owners who make use of or benefit by any Shared Improvement on a regular bagis
shall share {he cost of the reasonable repair and maintenance of such Shared Improvement, in
equal proportions, unless otherwise agreed by such (Owners, 1f'a Shared Improvement is damaged
or destroyed by fire or olher casualty or by some cause other than the act of one of the adjoining
Ownors (including ordinary wear and tcar and deterioration fram lapse of time), then, in such
event, a1l such adjoining Owners benefiting from the Shared Improvement shall proceed forthwith
1o rebuild or repair such Shared Tmprovement to its original condition or the condition which
existed immediately prior to the damage, unlcss ofherwise agreed by such Owners. The costs
associated with rebuilding or repairing a Shared Tmprovement pursuant to Section 11.01 shall be
shared cquatly among ail adjoining Ownets benefiting from the Shared Improvement, unless
otherwise agreed by such Ownors.

Section 11.03. Repairs of Damage Caused by One Owner and/or Resident. T any such
Shared tmprovement is damaged or destroyed through the act ol onc adjoining Owner andfor
resident, so as to deprive the oiher adjeining Qwncr and/or resident of the ull use and enjoyment
of such Shared Improvement, then the Owner and/or resident responsible for such damage shail
proceed lorthowith to rebuild or repair such Shared Emprovement to its original condition or the
condition which existed immediately prior to the damage, without cost to the adjoining Owner
atrd/or resident.

Section 11.04. Changes to Shared Improvemcats. In addition to meeting the other
requirements of this Declaration, aud of any building code, zoning ordinance or sinuilar
sovernmenial regulations or ordinances, any Qwncer proposing to modify, make additions o or
rebuild a Dwelling Unit in any manner which requires the extension or other alteration of any
Shared Improvement, shalt first obtain the wrillen consent of the adjoining Owner. Such consent
shatl not be unreasonably withheld, delayed or demed.
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Section 11.05. Ripht to Contribution Runs with Land. The right of any Owner (o
contribufion from any other Owner ander this Article shall be appurtenant to the land and shail
pass to such Owner's successors in title.

Section 11,06, Drivewsay Right of Passage. With respect [o any private driveway wilhin
and shared hy the Owners of two or more Dwelling Units, (here shall be a perpetual and non-
exclusive easement and right of passage on, through, over, under and across such driveway
reserved to and for the benefit of the Owners of the Dwelling Unils npon which the joint driveway
lias been built or instalied. This easement shall also be reserved to and for the benefil ol any
Dwelling Units which such joint driveway has reasonably been designed to scrve or benefit, for
purposes of vehicular and pedestrian ingress and cpress to and from such Dwelling Units. No
person shall in any way interfere with the free and unobstrucied usc thereof by satd owners.

Section 11.07. Dispute, In the event of a dispuie between Owners with respect Lo the
repair or rebuilding of a Shared Improvement or with respect to the sharing of the cost thereof,
then, upen writien request of one of such Owners addressed to the Association, the Association
shall address the matter and in the event the matfer is not resolved by the Association, then lhe
imatter way be submilied to the Association who will conduct a hearing pursuant te the notice
provisions of Section 7.74(h) which decision shall be linal.

ARTICLE XTI
INSURANCE: REPAIR AND RESTORATTON

Section 12.01. Right to Purchase Insurance. The Association shall purchase, cary and
maintain in force insurance covering any part or alf of the Common Area, Landscuped Rights-of-Way
and any improvements thercon or appurtenant therelo and any other property of the Association, for
the interesi of the Association, the Board, its agents and employees. Declarant and its officers and
employees, and of all Members of the Association, in such amounts and wilh such endorscmentts and
coverage us the Board shall consider to be good, sound insurance coverage for similar properties.
Such insurance may inciude, but need not be limited to:

{a) - comprehensive public Hability and property damage (hazard} insurance on a broad
form basis with respect lo the Common Area and/or Landscaped Riphts-of-Way with coverage of
af least One Million and No/l G0 Dellars ($1,000,000.00) for public liability and in an amount of’
at least eighty percent (80%) of replacement cost coverage for hazard insurance;

(h) coverage lor the personal lability {if any} of the Declarant (and its oificers,
agen(s, employees and servants), the Board (and the individual members thercof), the officers ol
the Assoeiation, the ASC and other commiliccs appointed by Ihe Board, the Ovwners and
Members;
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(¢) Fidelity bond for all officers and employees of the Association and other Persons
having cantrel over the receipt of disbursement of Association funds; and

{d} Worker's compensation inswrance to the exient nceessary to comply with all
applicable laws.

Scction 12.02.  Insurance Proceeds. Subject to any limitations imposed by any applicable
financing documents, the Association shall use the net proceeds of casualty insurance recovered to
repair and/or repluce any damage or destruction of property, real or personal, covercd by such
insurance. Any balance from the proceeds of casually msurance paid {o ithe Association rematming
aller satisfactory completion of repair and replacement shall be retained by the Association as pari
of the general reserve fund for repair and replacement of the Commeon Avea and/or Landscaped
Righis-of-Way.

Scetion 12.03. Tnsulficicnt Proceeds. If the insurance proceeds are insufficient Lo repair or
replace any loss or damage, the Association may levy a special assessment in the manner provided for
it thig Declaration, to cover the deficiency.

ARTICIE XIIt
Miscellancons Provisions

Section 13.01.  Duration. This Declaration and the terms, covenauds, provisions
sef forth herein shall run with and bind the Property and shall inure to the benefit of every Owner
of a Lot in the Property, including Declarant, and Lheir respective heirs, successors, and assigns,
for a tern beginning on the date this Declaration is reeorded and including December 31, 2033,
Beginning on and including January 1, 2034, the easements, covendnls, conditions and resliictions
hercin shall be automatically extended for successive period(s) of ten (10} years cach unless, at
duly called annual or special meeting of the Associalion at which a quonm is present held prior to
the cxpiration of the applicable time period, termination of this Declaration is approved by the
affirmative vote of sevenly-hive pereent (75%) or more of the votes crfitled to be cast by the
Membors preseut or represenled by proxy. A vote by the membership on termination of this
Declaralion.may be held enly upon presentation to the Association of a pefition for termyination
sipned by Members possessing no less than twenty-five percent (25%) of the total eligible vote of
the membership ol the Association, which petition, in the case of an annual meeting of the
Association, shall be presenied (o the Association prior lo the date that notice of the annual
meeting is sent to the Members, The Association shall give wrilten notice of any annual or special
meeting, al which termination of this Declaration is to be considered and voted upon (o al
Qwners at least thirly {30) days in advance of the date of sucl meeling, which notice shall set
forth that termination of this Declaration will be considered and voted upon al such meeting. H the
wembership votes to terminate this Doclaration, such termination shall be effective upon the

expiration of the then applicable time peried {or which the Declaration is in cxistence, or shalt be
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effective on such date thereafier as may be specified in the resolution of termination passed by the
membership s required herein (it being the intention of this Section, notwithstanding anything to
(he contrary appearing herein, that il the membership has voted to lerminate this Declaration, the
mernbership may set a date of tenmination that may result in this Declaration continuing to be in
effect for a peviod of less than ten {10} years following the expiration of a preceding time period
in which this Declaration was in effect). The quornm required at the annual or speeial meeting at
which termination of this Declaration is to be considered by the membership pursuant fo the
petition filed with the Association shall be the presence of Members plus proxies entitled to cast
sixty percent (60%) or more of the total vole of the membexship, If such quorum is not preseat,
subsequent meeting(s) may be called until a quorum is prosent, subject to the same notice
requirements, and the required quorum at such subsequent meeting(s) shall be one-half (1/2) of
the required quorum at the immediately preceding meeting.

I the Members vote Lo terminate this Declaration in accordance with the lorcpaing
requirements, then the President and Scerctary of the Association shall exceute in recordable form
a cerlificate which shail sct forth at least the following information: the Resolution of Termination
adopted by (he Assoctation, the date of the meeting of the Assaciation at which such resolution
was adopted, the date that notice of such meeting, was given, the total number of votes required Lo
constifute a quorum at such meeting; the total number of votes present at such, meeling; the total
nuraber of votes necessary to adopt the tesolution terminating the Declaration; the total number of
votes cast in favor of such resoluiion: and the total number of votes cast against the resolution.
Such certificate shall be recorded in the Dare County, North Carolina Registry no fater than thirty
(30) days following the datc such resolution ol teemination iy passed by the membership, and such
certificate may be relied upon for the correctness of the facts contained therein as they relate to the
termination of this Declaration.

Section 13.02. Amendiment. Subject o the limitations hereinalter contained, this
Deelaration or any Supplemental Declaration hereto may be amended or modified af any fime
prior to December 3, 2033 by an instrurnent signed by the Owners entitled (o cxercise not less
than seventy five (75%) of the total votes in the Association as sct forth in this Declaration,
provided, f}owwer, that ne such amendment shall be cffective without the wrilten consent of
Declarant so long as there is Class B Membership, and in no event shall any amendment timit the
rights of Declarant under this Declaration so long s therc is a Class B hembership. Wilh respeot
1o any amendinents affecting specitic Limited Comumon Property, the luregoing percentages are
required only of those Owners of Lots or Dwelling Units that are located in (he chasc or section ol
the Development to which such Linited Common Arca relates.

In addition W the foregoing rights, and notwithstanding anything to the contrary that may
appear hercin, Declarant may (at Declarant's option) at any time and from fime lo time amend or
modify this Declaration and any Supplemental Declaration withoul obtaining the consent or
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approval of the Members or any oiher person or entity if such amendment or modification is
necessary for any one or more of the following purposes: to correct an obvious lypographical
error; fo cause this Declaration or any such Supplemental Declaration to comply with the
requirements of FIA (Federal Housing Adminisiration), VA (Veterans Administration), Fanmie -
Mae (Federal National Morlgage Administeation), Office Ol Interstate Land Sales Registration of
the Pepartment Of ITousing And Urban Development {CTLSR) or other similar agency; or as may
be nocessary to establish or maintain the tax exempt status ol the Association under the Jaws of
the Umited States or the Stale of North Carolina.

All amendmens to this Declarstion must be recorded in the Dare Couniy, North Caroling
Registry and shall not become effective uniil recorded. With respect to amendments that require
approval of the Gwaers, all such amendiments also shall be executed by the Association, following
deterimination by the Board that the amendment has been duly appraved by the required
percentage of Ownexs {for the purpose of this determination, the Board may rely on its most
eurreni membership list aud shall nol be required to conduct any title examination of any Lot to
determine ownerstip thereof). The Board shall make its detenuination (and cause ihe amendment
s} to be recorded if the Board detenmines that the required number of Owners have execuled the
amendment(s} within thicty (30) days of receipt of the proposed amendment{s) purportedly signed
by the required number of Qwners. If the Board determines thal the required number of Owners
have exceuted the proposed amendineni(s), the Board shall canse the amendment(s) Lo be
recorded.

With respect (0 amendmcents by the Declarant which do not reguire the assent of the
Chwners, the Association also shall execute such amendments prior to the recerdation thereol so
that such amendments may be indexed in (he Dure County Repistry in the name of the Association
as well as in the name of the Declaranl.

Scotion 13.03. Remedies. Declarant, the Association, and every Owner shall have the
right to enforce the terms, covenanls, conditions, restrictions, easements, charges and licos for
which prevision is made in this Declaration, which enforcement shall be by any procceding at law
or in equily (or otherwisc, as provided in this Declaration) against any Person violating or
attempiing fo violate any such term, covenant, condilion, restriction, cascment, charge or lien
either Lo resfeain violation er to recover damages, and against the land, to enforce any lien crealed
by these covenants; and failire by the Associalion, Declarant or any Owner to enforce any such
torn, covenant, condition, resiriclion, easement, charges or lien shall in no event be deemed a
waiver of the fghl to do so thereafter or a waiver of any other or luture viclation of any of sane.

Section 13.04. Severability of Provisions. If any paragraph, sccfion, sentence, clanse or
phrase of this Declaration shall be or become ilkegal, null or void for any reason or shalt be held
by any court of competent jurisdiction to be illegal, null or void, the remmaining paragraphs,
seelivng, sentenees, clauses and phrases of this Declaration shall continue in full [ince and effcet
and shall not be affeeted thereby. It is hereby declared that said remaining paragraphs, seclions,
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senlences, clauses and phrascs would have been and are tmposed irrespective of the fact that any
one or more other paragraphs, sections, sonfences, clauses or phrases shall becomc or be illegal,
nuil or void.

Section 13.05. Notice. Except as otherwise provided herein, whenever written notice to an
Owmer (including Declarant) is rcquired hereunder, such notice shall be given by the mailing af
same, postage prepaid, Lo the address of such Owncer appearing on the records of the Association.
¥ nolice is given in such manner, sach notice shall be conclusively deemed to have
been given by placing same in the United States mail properly addressed, with postage prepaid,
whether received by the addressee or not. 1t shall be the duty of each Owner to kocp the
Association informed of such Owrer's current mailing address and lelephone number. The
Association may use the address of such Owner's Lot listed with (he Darc County Tax Office.

Section 13.06. Interpretation. Tn all cases, the provisions set forth or provided for in this
Declarstion shall be construed logether and given thal interpretation or construction which, in the
apinion of Declarani or Board, will best efiict the intent of the gencrat plan of development. The
provisions hereof shall be liberally interpreted and, if neccessary, they shatl be so extended or
enlarsed by implication as to make them fully offective. The provisions of tins Declaration shalt
be given full force and effect notwithstanding (he existence of any 7oning ordinance or building
codes which are less resfrictive.,

Section 13.07. No Trespass. Whencver the Associalion, Declarant, the ASC, and their
respeclive sucecssors, assigns, agents o employees are permitied by this Declaration fo enter
npon or correcl, repair, clean, maintam, preserve or do any other action within any portien of
[latteras Island Estates, the entering thereon and (he taking of such action shall not be deemed to
be trespass.

Scction 13.08. Successors of the Declarant. Any and all rights, reservations, casenients,
interests, exemptions, privileges and powers of the Declavant hereunder, or any part of then, may
be assigned and transferred (exclusively or nop-exclusively) by the Declarant by instrument 1n
writing and recorded in the Dare County Registry.

Section 13.09. No Partition. Except as is perinitted in the Declaration or amendments
{heveto, thers.shall be no judieial partition of the Commion Arcas or any part thereol, nor shall any
Person acquiring any interest in the Property or any part theveol scek any judicial partition unless
{he Property or such portion thereof have been removed from the provisions of this Declaration. -
This Arficle shalt not be construed fo prohibit the Association from acquiring and disposing of
tangible personal properly nor from acquiring title Lo real property which may nor may net be
subject fo this Declaration.

Section 13.10. Combination of Lots. For so long as thete is a Class B Membership, no Lot
shall be subdivided without the written consent of Declarant. One or ore Lots may be combined
into a single Lot with the wrillen consent of Deelarant and, upon such combination and consent of

Deelarant, the resulting Tot shall be considered as one Lot for the purposes of this Declaration.
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Provided, the forepoing shall not prohibit or restrict the right (which 1s hereby rescrved) of
Declarant to subdivide, combine, re-subdivide, recombine, or re-record maps relating to, any Lots
subject to this Declaration.

Section 13.11. Laws of North Carolina and the Unifed States. This Declaration shail be
subject fo and construed in accordance with the Jaws of the State of North Carolina and alf
applicable laws and regalations of the United States of Armerica.

N WITNESS WHUEREQF, the undersigned being the Declarant herein, has caused this
Declaration to be signed in its company namc the day and year below acknowledged.

DECLARANT:

Tatteras Island Resort, LLC

By: . (SEAL}
Miichael V. Tugh, Manager

DARE COUNTY
NORTH CARQLINA

I, . _ . a Nofary Public of the Counly and Stale aforesaid,
cerlify that Michact V. Pugh, personally appeared belorc me this day and acknowledged that he is
Manager of [Tatieras Island Resort, LLC o North Carolina limited Hability company, and that by
authority duly given and as the act of the Compamy, the foregoing instrument was signed in its
name by him as its Manager

Witness miy hand and official stamp or seal this the day of July, 2004,

___(S5EAL)

My commission cxpires:
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