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DECLARATION
OF
COVENANTS, CONDITIONS, AND RESTRICTIONS
FOR THE
FOREST BROOK HOMEOWNERS ASSOCIATION, INC.

THIS DECLARATION is made on the date hereinafter set forth by VILLAGE
CUSTOM HOMES. INC., a North Carolina corporation (hereinafter referred to as
“Declarant™):

WITNESSETH:

WHEREAS, Declarant is the owner of that certain 7.043 acre tract of land located in
Township, Durham County, North Carolina, more fully described in the deed
recorded in Book 4746, Page 724, Durham County Registry;

WHEREAS, Declarant desires to create on such property a residential community of
single-family homes to be known as Forest Brook Subdivision (hereinafter sometimes referred to
as “Forest Brook” or the “Subdivision™);

WHEREAS, Declarant desires to provide for the maintenance and upkeep of the
Common Area and to provide a vehicle for ensuring that the storm water drainage system and
facilities for the Subdivision are properly maintained, and, to that end, desires to subject all of
the property within the Subdivision to the covenants, conditions, restrictions, easements, charges
and liens hereinafter set forth, each and all of which is and are for the benefit of said property
and each owner thereof;

WHEREAS, Declarant has deemed it advisable to create an organization to own,
maintain and administer the Common Area, to administer and enforce covenants and restrictions
exclusively applicable to the Subdivision, and to collect and disburse the assessments and
charges hereinafter created, and Declarant has therefore incorporated under North Carolina law
as a non-profit corporation, the FOREST BROOK HOMEOWNERS ASSOCIATION, INC,,
for the purpose of exercising the aforesaid functions;

NOW, THEREFORE, Declarant declares that the Property described hereinafter shall
be owned, held, transferred, sold, conveyed, and occupied subject to the covenants, conditions,
restrictions, easements, charges and liens set forth in this Declaration, which shall run with the
real property and be binding on all parties owning any right, title or interest in said real property
or any part thereof, their heirs, personal representatives, successors and assigns, and shall inure
to the benefit of each Owner thereof.
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ARTICLE 1

DEFINITIONS

Section 1. “Association” shall mean and refer to the FOREST BROOK
HOMEOWNERS ASSOCIATION, INC., a North Carolina non-profit corporation, its successors
and assigns.

Section 2. “Property” shall mean and refer to that certain real property more particularly
described on the Final Plat of Recombination for Village Custom Homes by Triangle Surveyors
dated December 16, 2004 and recorded at Plat Book 164, Page 370, Durham County Registry,
which is more particularly described on Exhibit A attached hereto and incorporated herein.

Section 3. “Lot” shall mean and refer to any plot of land shown on any recorded plat,
master plan or subdivision map of the Property, with the exception of any Common Area owned
in fee by the Association and any street rights-of-way shown on such recorded map.

Section 4. “Owner” shall mean and refer to the record owner, whether one or more
persons or entities, of fee simple title to any Lot which is a part of the Property, including
contract sellers, but excluding those having an interest in a Lot solely as security for the
performance of an obligation.

Section 5. “Common Area” shall mean and refer to the real property, together with any
improvements thereon, owned by the Association, whether in fee, by easement or otherwise, for
the common use and enjoyment by the Owners of Lots within the Property. The Common Area
shall be maintained by the Association or its successors in interest unless dedicated to public use
as set forth herein.

Section 6. “Member” shall mean and refer to all members of the Association.

Section 7. “Declarant” shall mean and refer to VILLAGE CUSTOM HOMES, INC., a
North Carolina corporation. It shall also mean and refer to any person, firm or corporation to
whom or which Declarant shall assign or delegate the rights and obligations of Declarant by an
assignment of Declarant’s rights recorded in the Durham County Registry.

Section 8. “Declarant Control” shall mean shall mean and refer to that period of time
during which Declarant is entitled to three (3) votes for each Lot shown on the Master Plan. The
period of Declarant Control shall begin as of the date hereof and shall continue until the
happening of any of the following events, whichever occurs later:

(1)  When the total number of votes appurtenant to the Class A Lots equals the
total number of votes appurtenant to the Class B Lots, or

2) December 31, 2007, or

(3)  When, in its discretion, Declarant so determines.
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Section 9. “Bylaws” shall mean and refer to all Bylaws, by the Association which are set
forth in Exhibit B.

ARTICLE 11

ARCHITECTURAL AND APPEARANCE CONTROL

Section 1. Residential Use. Each Lot shall be used solely and exclusively for residential
purposes and no dwelling shall be erected or allowed to remain upon any Lot except one
detached, single-family private residence. No mobile homes shall be placed or allowed to
remain on any Lot.

Section 2. Required Land Area. No Lot may be subdivided by sale or otherwise so as to
reduce the total area of the Lot as shown on any subdivision map of the Property recorded by
Declarant, including, but not limited to that certain plat of survey recorded in Plat Book 164,
Page 370, Durham County Registry, provided, however, that Lot lines may be adjusted among
Lots by Declarant or Owner subject to governmental approval provided that the total number of
Lots shall not be increased.

Section 3. Utilities Easement. In addition to such easements as may be reserved on the
plat recorded at Plat Book 164, at Page 370, Durham County Registry, Declarant reserves an
easement for and the right at any time in the future to grant a right-of-way and easement not
more than ten (10) feet in width from any rear or side lot line and not more than five (5) feet in
width from any front lot line for the purpose of drainage, underground or above ground
installation, repair and maintenance of poles, street lights, lines, conduits, pipes and other
equipment necessary to or useful in furnishing electric power, gas, sewer, cable and telephone
service and any other utilities for or to the Lots. Such easement and right herein reserved along
the front Lot line of any Lot shall be subject to the right of the Owner to locate and construct a
driveway on his Lot across such easement area. This right shall be prior and superior to the front
Lot line easement herein reserved and therefore, any holder of such easement shall have no right
or easement to locate lines under such driveway or cause any disturbance thereto, unless such
location or disturbance by the holder of such easement is a necessity. Accordingly, the holder of
such easement is hereby charged with the affirmative duty to repair any damage to such
driveway caused by any disturbance to at least as good a condition as existed prior to such
disturbance. Sight easements, if any, as shown on the plat recorded in Plat Book 164, Page 370,
Durham County Registry are hereby reserved by Declarant.

Section 4. Sanitary Sewer. No residential building structure shall be erected or allowed
to remain on any Lot that is not connected to a public sanitary sewer system.

Section 5. Completion of Construction. When the construction of any building or other
structure is once begun, work thereon must be prosecuted diligently and must be completed
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within a reasonable time not exceeding twelve (12} months from the date of commencement of
construction; provided, however, the Declarant may modify such requirement in cases of
hardship.

Section 6. Erosion Control. During the period of Lot grading and construction of the
residential building structure and thereafter, each Owner shall exercise and maintain such erosion
control measures, including the erection of silt fences, as may be required by the Declarant in
order to minimize erosion and runoff. Compliance with the applicable erosion control ordinance
shall not constitute automatic approval by Declarant, and Declarant reserves the right to impose
requirements and standards in excess of those required by law.

ARTICLE II1

USE RESTRICTIONS

Section 1. Use of Property. No portion of the Property shall be used except for
residential purposes incidental or accessory thereto. This provision shall not be construed so as
to prohibit domestic or health care personnel who work and provide on-premises services to or
for the Owner, members of his family, his lawful tenants or contract purchasers from being
provided with a place of residence within any residence situated on a Lot.

Section 2. Animals and Pets. No stable, poultry house or yard, rabbit hutch or other
similar structure shall be constructed or allowed to remain on any Lot, nor shall livestock of any
nature of classification whatsoever be kept or maintained on any Lot without the express written
permission of the Declarant first had and obtained. However, a reasonable number of household
pets shall be permitted, provided they are not raised for commercial purposes.

Section 3. Prohibited Activities. Noxious, offensive or loud activities shall not be
carried on upon any Lot. Each Owner shall refrain from any act or use of his Lot which could
reasonably cause embarrassment, discomfort, annoyance or nuisance to the neighborhood.

Section 4. Governmental Regulations. All governmental building codes, health
regulations, zoning restrictions and the like applicable to the Properties shall be observed. In the
event of any conflict between any provision of such governmental code, regulation or restriction
and any provision of this Declaration, the more restrictive provision shall apply.

ARTICLE IV

MEMBERSHIP AND VOTING RIGHTS

Section 1. Membership. Every Owner of a Lot which is subject to assessment by the
Association shall be a Member of the Association. Membership shall be appurtenant to and may
not be separated from ownership of any Lot which is subject to assessment.
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Section 2. Voting Rights. There shall be two classes of Lots with respect to voting
rights:

(a) Class A Lots. Class A Lots shall be all Lots except Class B Lots as the
same are hereinafter defined. Ownership of a Class A Lot shall entitle the Owner(s) of said Lot
to one (1) vote. When more than one person owns an interest (other than a leasehold or security
interest) in any Lot, all such persons shall be Members and the voting rights appurtenant to their
Lot shall be exercised as they, among themselves, determine; but fractional voting shall not be
allowed, and in no event shall more than one vote be cast with respect to any Class A Lot.

(b)  Class B Lots. Class B Lots shall be all Lots owned by Declarant and by
any builder(s) who or which acquired such Lot(s) from the Declarant for the purpose of
constructing a residence thereon and which have not been converted to Class A Lots as provided
in subparagraphs (1} or (2) below. Declarant and such builder(s) shall be entitled to three (3) for
each Class B Lot owned by them.

The Class B Lots shall cease to exist and shall be converted to Class A Lots upon the
earlier of the following to occur:

(1)  When the total number of votes appurtenant to the Class A Lots equals the
total number of votes appurtenant to the Class B Lots, or

2 December 31, 2007, or
(3) When, in its discretion, Declarant so determines.

Section 3. Suspension of Voting Rights. The Association shall have the right to suspend
the voting rights of an Owner who is a Class A Member for any period during which any
assessment against his Lot remains unpaid; and for a period not to exceed sixty (60) days for any
infraction of its published rules and regulations. The Association shall have the right to suspend
the voting rights of the Class B Member with respect to any Lot for any period during which any
assessment against his Lot remains unpaid. Such suspension shall not affect the voting rights of
the Class B Member with respect to any Lots as to which assessments are current or the voting
rights with respect to prospective Lots (as to which no assessments are due).

ARTICLE V

PROPERTY RIGHTS

Section 1. Owners’ Easements of Enjoyment and Access. Except as limited by Section 2
of this Article V and by the Rules and Regulations adopted by the Members and/or the Board of
Directors of the Association, every Owner shall have a right and easement of enjoyment in, use
of and access to, from and over the Common Area, which right and easement shall be
appurtenant to and shall pass with title to every Lot, subject to:

(a) the right of the Association to charge reasonable admission and other fees
for the use of any facilities hereafter situated or constructed on the Common Area and to limit
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the use of such facilities to Owners who occupy a residence on the Property and to their families,
tenants and guests, as provided in Section 2 of this Article V.

(b)  the right of the Association to suspend the voting rights of an Owner for
any period during which any assessment against his Lot remains unpaid, or for a period not to
exceed sixty (60) days for any infraction of the published rules and regulations of the
Association.

(c)  the right of the Association to dedicate, sell or transfer all or any part of
the Common Area to any public agency, authority or utility for such purposes and subject to such
conditions as may be agreed upon by the Members. No such dedication or transfer shall be
effective unless the Members entitled to at least three-fourths (3/4) of the votes appurtenant to
each Class of Lots agree to such dedication, sale of transfer and signify their agreement by a
signed and recorded document, provided that this subsection shall not preclude the Board of
Directors of the Association, without the consent of the Members, from granting easements
upon, over, under and across the Common Area for the purpose of installing and maintaining
sewage, utility (including CATV) and/or drainage facilities, when, in the opinion of the Board,
such easements are necessary for the convenient use and enjoyment of the Property. Subject to
the provisions of subparagraph (e) below, the Common Area shall be preserved to the perpetual
benefit of the Owners or of the public in general and shall not be conveyed except to the City of
Durham or to another non-profit corporation organized for similar purposes.

(d)  the right of the Association, with the assent of Members entitled to at least
two-thirds (2/3) of the votes appurtenant to each Class of Lots, to mortgage, pledge, deed in trust
or otherwise hypothecate any or all of its real or personal property as security for money
borrowed or debts incurred, provided that the rights of any such lender or mortgagee shall be
subordinate to the property rights of the Owners as set forth herein.

(e) the right of the Association, with the consent of the City of Durham, and,
if required, of the Federal Housing Administration and/or Veterans Administration, to exchange
all or part of the Common Area for other property and consideration of like value and utility,
which exchange may be approved by the Board of Directors without the consent of the Members.

Section 2. Delegation of Use.

(a) Family. The right and easement of enjoyment and access granted to every
Owner by Section 1 of this Article may be exercised by members of the Owner’s family who
occupy the residence of the Owner within the Property as their principal residence in Durham
County, North Carolina. :

(b)  Tenants. The right and easement of enjoyment and access granted to
every Owner by Section 1 of this Article may be delegated by such Owner to his tenants or
contract purchasers who occupy a residence within the Property, or a portion of said residence,
as their principal residence in Durham County, North Carolina.
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(c)  Guests. The right and easement of enjoyment and access granted to every
Owner by Section 1 of this Article may be delegated to guests of such Qwners, tenants or
contract purchasers, subject to such rules and regulations as may be established by the Board of
Directors.

Section 3. Convevance of Title To The Association. Declarant covenants, for itself its
successors and assigns, that it will convey title to the Common Area to the Association prior to
the conveyance of the first Lot within such phase or section to an Owner. Declarant reserves an
easement over and across the Common Area so long as it owns any Lots within the Property for
the purpose of constructing such improvements on the Common Area as it deems necessary or
advisable. Except as otherwise stated herein, all conveyances by Declarant to the Association
shall be free and clear of all encumbrances and liens, except utility and drainage easements of
record or shown on the recorded plats of the Subdivision. Any improvements placed on the
Common Area by Declarant shall become the property of the Association upon completion of
such improvements.

Section 4. Regulation and Maintenance of Common Area Easements. Declarant will,
prior to the conveyance of the first Lot to an Owner, reserve on a recorded plat or grant to the
Association an easement over and across that portion of any Lot on which a Common Area
easement lies. It is the intent of the Declarant that, unless otherwise approved by the Declarant
or the Association as provided in Article VII of this Declaration, the easement area shall be
maintained in the same state as when the Lot upon which such easement lies was conveyed to the
Owner.

(a)  Rights and Responsibilities of the Lot Owners. Each Owner of a Lot upon
which a Common Area easement lies shall pay all property taxes and other assessments levied
against his Lot, including that portion of such tax or easements as is attributable to a Common
Area easement. Notwithstanding any other provision of this Declaration, no Owner or other
person shall, without the prior written consent of the Association: (1) remove any trees or
vegetation within the Common Area; (2) erect gates, fences, or other structures on the Common
Area; (3) place any garbage receptacles on or in the Common Area; (4) fill or excavate the
Common Area or any part thereof; or (5) plant vegetation or otherwise restrict or interfere with
the use, maintenance, and preservation of the Common Area.

(b)  Rights and Responsibilities of the Association. The Association shall
have the right and obligation to ensure that the Common Area is preserved to the perpetual

benefit of the Owners within the Subdivision and, to that end, shall: (i) maintain the Common
Area in its natural or improved state, as appropriate, and keep it free of impediments to its free
use by the Owners within the Subdivision; (ii) upon an affirmative vote of the Board of
Directors, procure and maintain adequate liability insurance covering the Association and its
Members against any loss or damage suffered by any person, including the Owner of the Lot
upon which a Common Area easement lies, resulting from use of the Common Area; and (iti)
pay all property taxes and other assessments levied against all Common Area owned in fee by
the Association.



ARTICLE VI

COVENANT FOR MAINTENANCE ASSESSMENT

Section 1. Creation of the Lien and Personal Obligation of Assessments, Declarant, for
each Lot that it owns within the Property, hereby covenants, and each Owner of any Lot, by
acceptance of a deed therefor, whether or not it shall be so expressed in such deed, is deemed to
covenant and agree to pay to the Association annual assessments which are unpaid when due,
together interest and late charges set forth in Section 8 of this Article V and all costs of
collection, including reasonable attorney’s fees, shall be a charge on the land and shall be a
continuing lien upon the Lot against which such assessment is made. Each such assessment or
charge, together with interest and costs of collection, including reasonable attorney’s fees, shall
also be the personal or corporate obligation of the person(s), firm(s) or corporation(s) owning
such Lot at the time when the assessment fell due, but such personal obligation shall not be
imposed upon such Owner’s successors in title unless expressly assumed by them. No
diminution or abatement of assessment or set-off shall be claimed or allowed by reason of any
alleged failure of the Association or the Board to take some action or perform some function
required to be taken or performed by the Association or Board under this Declaration or the
Bylaws, or for inconvenience or discomfort arising from the making of repairs or improvements
which are the responsibility of the Association, or from any action taken to comply with any law,
ordinance or with any order or directive of any municipal or other governmental authority.
Although unpaid assessments and charges are not the personal obligation of such Owner’s
successors in title unless expressly assumed by them, the unpaid assessments and charges shall
continue to be a lien upon the Lot against which the assessment or charge was made.

Section 2. Purposes of Assessments. The assessments levied by the Association shall be
used exclusively to promote the recreation, health, safety and welfare of the residents of the
Property and, in particular, for : (i) acquisition, improvement, and maintenance of properties,
services and facilities related to the use and enjoyment of the Common Area, (ii) repair and
reconstruction of improvements on the Common Area, including storm water infiltration devices
and other storm water drainage facilities constructed on or serving the Property, including but
not limited to, the cost of repair, replacement and additions thereto and the cost of labor,
equipment, materials, management and supervision thereof; (iii) payment of taxes and public
assessments levied against the Common Area owned by the Association in fee; (iv) procurement
and maintenance of insurance in accordance with the Section 4(b) of this Article IV and Section
8 of Article XVIII of this Declaration; (v) employment of attorneys, accountants and other
persons or firms to represent the Association when necessary; (vi) payment of principal and
interest on funds borrowed for Association purposes; and (vii) such other needs as may arise.

Section 3. Computation of Assessment. It shall be the duty of the Board, at least thirty
(30) days prior to the meeting at which the budget shall be presented to the Members, to prepare
a budget covering the estimated costs of operating the Association during the coming year,
including projected costs for all of the matters set forth in Section 2 above. The budget and
assessments shall become effective unless disapproved at the meeting by a vote of the Members
representing at least a majority of the votes of each class of Members.
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(a)  Assessments per Lot for the initial year of operation of the Association shall not
exceed One Hundred Dollars ($100.00) per year, payable in advance on July 1 of each year.
Thereafter, for the lesser of two (2) years or the period during which the Class B membership
exists, assessments per Lot shall not increase by more than ten (10%) per cent per year over the
previous year’s assessments. During the period when assessments are subject to the maximums
provided herein, Declarant shall pay actual costs of operation of the Association in excess of the
assessments provided for herein.

(b)  The Board of Directors may fix the annual assessment at any amount not in
excess of the maximum (including zero).

(c) A Class B Lot (i.e., a Lot owned by the Declarant or a builder who purchased
such Lot from the Declarant) shall be assessed at the Class B rate until a dwelling constructed
thereon is occupied as a residence pursuant to a certificate of occupancy issued by the
appropriate governmental agency; thereafter it shall be assessed at the Class A rate. Such Lot
shall remain a Class B Lot for all other purposes as long as it is owned by the Declarant or such
builder. It is the intent of the foregoing that a Lot containing a dwelling owned by the Declarant
or a builder and used as a model or sales center, and not as a residence, shall be assessed at the
Class B rate, but that such Lot shall be assessed at the Class A rate even though owned by the
Declarant or a builder if it is occupied as a residence.

(d)  In the event that Class B Lots are converted to Class A Lots, or Class A Lots are
reconverted to a Class B Lots, the assessment with respect to such Lots shall be prorated and
charged according to their class as of the date of each conversion and reconversion.

(e) Any annual assessment established by the Board of Directors shall continue
thereafter from year to year as the annual assessment until changed by the Board.

Section 4. Special Assessments. In addition to the annual assessments authorized above,
the Association may levy, in any assessment year, special assessments for the purpose of
defraying, in whole or in part, the cost of any construction, repair or replacement of a capital
improvement upon the Common Area, including fixtures and personal property related thereto,
for repayment of indebtedness and interest thereon, or for any other purpose, provided that any
such assessment shall have the assent of the Class B Member and not less than two-thirds (2/3)
of the votes cast by the Class A Members, in person or by proxy, at a meeting duly called for this
purpose, and shall be in the ratios provided in Section 3(c) of this Article.

Section 5. Assessment Rate: Coliection Period. Annual and special assessments shall be
fixed at a uniform rate for all Lots within each Class and may be collected on a yearly, quarterly
or monthly basis, as determined by the Board of Directors.

Section 6. Notice of Quorum for any Action Authorized Under Sections 3 and 4.
Written notice of any meeting called for the purpose of taking any action authorized under
Section 3 or 4 of this Article VII shall be sent to all members not less than fifteen (15) days nor
more than thirty (30) days prior to the meeting. At such meeting, the presence of members or of
proxies entitled to cast fifty percent (50%) of the votes appurtenant to each Class of Lots shall
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constitute a quorum. If the required quorum is not present, another meeting may be called
subject to the same notice requirement, and if the same is called for a date not later than sixty
(60) days after the date of the first meeting, the required quorum at the subsequent meeting shall
be one-half (1/2) of the required quorum at the preceding meeting.

Section 7. Date of Commencement of Annual Assessments; Amount of Initial and
Subsequent Annual Assessments: Certificate of Payment. Unless a different commencement
date is set by the Board of Directors, the annual assessments provided for herein shall commence
as to all Lots in any phase on the first day of the month following the recording of the plat of that
phase. Unless a lower amount is set by the Board of Directors, the first annual assessment shall
be due in full upon the sale of a Lot to an Owner and shall not be prorated according to the
number of months remaining in the assessment year.

At least twenty-five (25) days before July 1 of each year, the Board of Directors shall fix
the amount of the annual assessment against each Lot. At least fifteen (15) days before July 1 of
each year, the Board of Directors shall send written notice of such assessment to every Owner
subject thereto. The due dates for the payment of annual and special assessments shall be
established by the Board of Directors.

The Association shall, upon demand, and for such reasonable charge as the Board of
Directors may determine, furnish a certificate signed by an officer of the Association setting
forth whether the assessments on a specified lot have been paid. If such certificate states that an
assessment has been paid, such certificate shall be conclusive evidence of payment.

Section 8. Effect of Nonpayment of Assessments; Remedies. Any assessment not paid
within ten (10) days after the due date shall incur such late charges as the Board of Directors may
from time to time establish, and, if not paid within thirty (30) days after the due date, shall also
bear interest from the due date at the rate of twelve percent (12%) per annum or the highest rate
allowed by law, whichever is less. The Association may bring an action at law or in equity
against the Owner personally obligated to pay the same and/or foreclose the lien against the Lot
for which such assessment is due. Interest, late payment charges, costs and reasonable attorney’s
fees of such action or foreclosure shall be added to the amount of such assessment. No Owner
may waive or otherwise escape liability for the assessments provided for herein by non-use of
the Common Area or by abandonment of his Lot.

Section 9. Subordination of the Lien to Mortgages. The liens provided for herein shall
be subordinate to the lien of any first mortgage or first deed of trust on a Lot. Sale of transfer of
any Lot shall not affect any assessment lien. However, the sale or transfer of a Lot pursuant to
such a foreclosure or a mortgage or deed of trust shall extinguish the lien of such assessments as
to the payment thereof which became due prior to the date of such conveyance. No such sale of
transfer shall relieve such Lot from liability for any assessments thereafter becoming due or from
the lien thereof, but the liens provided for herein shall continue to be subordinate to the lien of
any first mortgage or deed of trust.

Section 10. Exempt Property. All property dedicated to and accepted by a public
authority and all property owned by a charitable or non-profit organization exempt from taxation
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by the laws of the State of North Carolina shall be exempt from the assessments created herein.
Notwithstanding the foregoing, no land or improvements devoted to dwelling use shall be
exempt from said assessments.

ARTICLE VII

RIGHTS OF LENDERS

Section 1. Books and Records. Any owner or holder of a first deed of trust on any Lot,
or its agent(s), shall have the right, during normal business hours, to examine copies of this
Declaration, the Articles of Incorporation, By-laws, and the books and records of the Association
and, upon written request to the Association, to receive a copy of the financial statement for the
immediately preceding fiscal year.

Section 2. Notice to Lenders. Upon written request to the Association, the owner or
holder of a first deed of trust on any Lot shall be entitled to timely written notice of:

(a) Any 60-day delinquency in the payment of assessments or charges owed
by the Owner of the Lot securing its loan;

(b) A lapse, cancellation, or material modification of any insurance policy or
fidelity bond maintained by the Association; and/or

{¢)  Any proposed action that requires the consent of a specified percentage or
owners or holders of first mortgages on the Lots.

Section 3. Approval of Owners and Holders of First Deeds of Trust. Unless at least
seventy-five percent (75%) of the Owners and holders of the first deeds of trust on Lots located
within the Property have given their prior written approval, the Association shall not:

(a) By act or omission seek to abandon, partition, sub-divide, encumber, sell
or transfer any real estate or improvements thereon which are owned, directly or indirectly, by
the Association. The granting of easements for utilities or other purposes shall not be deemed a
transfer within the meaning of this clause. Notwithstanding anything herein to the contrary, the
property owned by the Association, whether in fee, by easement, or otherwise, shall be preserved
to the perpetual benefit of the Owners or of the public in general and shall not be conveyed
except to the City of Durham or to another non-profit corporation for the aforementioned
purposes. Nothing herein shall be deemed to prohibit the Association, with the consent or the
City of Durham, from exchanging Common Area for other property as provided in Section 1(¢)
of Article V of this Declaration, or to require the approval of such exchange by the holders of
first deeds of trust on the Lots.

(b) Change the method of determining the obligations, assessments, dues or
other charges which may be levied against a Lot;
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(¢)  Fail to maintain hazard insurance on insurable improvements of the
Common Area on a current replacement cost basis in an amount not less than one hundred
percent {100%) of the insurable value; or

(d)  Use the proceeds of any hazard insurance policy covering losses to any
part of the Common Area for other than the repair, replacement, or reconstruction of the
damaged improvements.

Section 4. Payment of Taxes and Insurance Premiums. The owners or holders of first
deeds of trust on Lots, jointly or singly, may pay taxes or other charges which are in default and
which have or may become a charge or lien against any of the Common Area and may pay
overdue premiums on hazard insurance policies or secure new hazard insurance coverage upon
the lapse of a policy covering property owned by the Association. The persons, firms or
corporations making such payments shall be owed immediate reimbursement therefor by the
Association.

ARTICLE VIII
EASEMENTS

Section 1. Access and Utility Easements. Easements for the installation and
maintenance of driveways, walkways, water, gas, telephone, cable television and electric power
transmission lines, sanitary sewer and storm water drainage facilities, and other public utility
installations are reserved as shown on the recorded plats of the Property. The Association may
reserve or grant easements over the Common Area as provided in Article V, Section 1(a), of this
Declaration. Within any such easement herein provided, no structures, planting or other material
shall be placed or permitted to remain which may interfere with the installation or maintenance
of the utilities installed thereon, or which may change the direction of flow or drainage of water
through drainage pipes or channels constructed in such easements.

For a period of twenty-five (25) years from the date hereof, Declarant reserves an
easement and right of ingress, egress and regress on, over and under the Property to maintain and
correct drainage or surface water runoff in order to maintain reasonable standards of health,
safety and appearance. Such right, expressly includes the right to cut any trees, bushes or
shrubbery, make any gradings of the soil or take any other similar action that it deems reasonably
necessary or appropriate. After such action has been completed, Declarant shall grade and seed
the affected property and otherwise restore the affected property to its original condition to the
extent practicable, but shall not be required to replace any trees, bushes or shrubbery necessarily
removed. Declarant shall give reasonable notice of its intent to take such action to all affected
Owners.

Section 2. Easements for Governmental Access. An easement is hereby established over
the Common Area and every Lot within the Property for the benefit of applicable governmental
agencies for: installing, removing and reading water meters; maintaining and replacing water,
sewer and drainage facilities; and acting for other purposes consistent with public safety and
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welfare, including, without limitation, law enforcement, fire protection, garbage collection and
the delivery of mail.

Section 3. Easement and Right of Entry for Repair Maintenance and Reconstruction. If
any dwelling is located closer than five (5) feet from its lot line, the Owner thereof shall have a

perpetual access easement over the adjoining Lot to the extent reasonably necessary to perform
repair, maintenance or reconstruction of such dwelling. Such work shall be done expeditiously
and, upon completion of the work, the Owner shall restore the adjoining Lot to as nearly the
same condition as that which prevailed prior to the commencement of the work as is reasonably
practicable.

ARTICLE IX
GENERAL PROVISIONS

Section 1. Enforcement. The Association or any Owner shall have the right to enforce,
by proceeding at law or in equity, all restrictions, conditions, covenants, reservations, liens and
charges now or hereafter imposed by the provisions of this Declaration. Failure by the
Association or an Owner to enforce any covenant or restriction herein contained shall in no event
be deemed a waiver of the right to do so thereafter.

Section 2. Severability. Invalidation of any one of these covenants or restrictions by
judgment or court order shall in no way affect any other provision, which shall remain in full
force and effect.

Section 3. Term; Amendment. The covenants and restrictions of this Declaration shall
run and bind the land for a term of twenty-five (25) years from the date this Declaration is
recorded, after which time they shall be automatically extended for successive periods of ten (10)
years unless terminated or altered by a vote of the Owners as set forth below. This Declaration
may be amended during the first twenty-five year period by an instrument signed by the Owners
of not less than seventy-five percent (75%) of the Lots, and thereafter by an instrument signed by
the Owners of not less than fifty percent (50%) of the Lots. No amendment shall be effective
unless it has been approved, if required by Section 4 of this Article VII, by the Federal Housing
Administration or Veterans Administration, and is recorded in the office of the Register of Deeds
of Durham County.

Section 4. FHA/VA Approval. In the event that Declarant has arranged for and provided
purchasers of Lots with FHA-insured or VA-guaranteed mortgage loans, then, as long as any
Class B Lot exists, as provided in Article II hereof, the following actions will require the prior
approval of the Federal Housing Administration or the Veterans Administration: annexation of
additional property, mortgaging of Common Area, dedication or otherwise deeding of Common
Area to persons other than the Association, and amendment of this Declaration.

Section 5. Non-Liability of the City. The City of Durham shall not be responsible for
failing to provide any emergency or regular fire, police of other public service to the Property,
any Lot, or any Owner or occupant when such failure is due to the Jack of access to the Property
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or any Lot therein due to inadequate design or construction of such access, blocking of access
routes, or any other factor within the control of the Declarant, the Association, an Owner, or an
occupant of any Lot.

Section 6. Subdivision of Lots. No Lot within the Subdivision may be subdivided by
sale or otherwise so as to reduce the total lot area shown on the recorded plats of the Subdivision,
except by and with the consent of the Declarant and, if required, by the City of Durham.

Section 7. Declarant’s Right To Change Development. With the approval of the City of
Durham, and subject to such terms and conditions as the City of Durham may impose, Declarant
shall have the right, without consent or approval or the Owners, to create dwelling units, add
Common Area, change lot types and reallocate lots within, and withdraw real property from the
Subdivision or otherwise modify the Master Plan. In the event of such modification, Declarant
shall record an amendment or supplement to this Declaration showing the changes.

Section 8. Withdrawal of Property. Notwithstanding any other provision of this
Declaration, in the event Declarant elects in its sole discretion not to develop a portion of the
property described in Exhibit A as part of the Property, Declarant may withdraw portions of the
property described in Exhibit A from this Declaration at any time before construction of Lots is
commenced upon the portion to be withdrawn (the “Withdrawn Parcel”), by recording an
amendment to this Declaration withdrawing the Withdrawn Parcel. Upon Withdrawal, the
Withdrawn Parcel shall cease to be part of the Property and shall no longer be subject to this
Declaration, provided that the Withdrawn Parcel shall continue to be subject to any easements
previously dedicated to Owners or the Association.

Section 9. Insurance. The Association may procure and maintain adequate liability
insurance covering the Association, in an amount deemed reasonable by the Board of Directors.
The Association may also procure and maintain adequate hazard insurance on real and personal
property owned by the Association and may procure and maintain officers’ and directors’
liability insurance. The premiums for such insurance shall be a common expense paid from the
annual assessments provided in Article IV of this Declaration.

Section 10. Amendment. Prior to the sale of the first Lot, Declarant may amend this
Declaration. During the period of Declarant Control after the sale of the first Lot, the Declarant
may amend this Declaration so long as it still owns part of the Property and so long as the
amendment has no adverse effect upon any right of any Owner; thereafter and otherwise, this
thereof, of Members representing seventy-five percent (75%) of each class of Members and of
the total votes of the Association, including seventy-five percent (75%) of Members other than
the Declarant. However, the percentage of votes necessary to amend a specific clause shall not
be less than the prescribed percentage of affirmative votes required for action to be taken under
that clause. Any amendment must be recorded in the public records of Durham County, North
Carolina.

No amendment may remove, revoke, or modify any right or privilege of Declarant
without the written consent of Declarant or the assignee of such right or privilege.
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Section 11. Perpetuities. If any of the covenants, conditions, restrictions, or other
provisions of this Declaration shall be unlawful, void, or voidable for violation of the rules
against perpetuities, then such provisions shall continue only until twenty-one (21) years after the
death of the last survivor of the now living descendants of Elizabeth I1, Queen of England.

Section 12. No Partition. Except as is permitted in the Declaration or amendments
thereto, there shall be no physical partition of the Common Area or any part thereof, nor shall
any person acquiring any interest in the Property or any part thereof seek any such judicial
partition unless the Property shall have been removed from the provisions of this Declaration.
This Article shall not be construed to prohibit the Board from acquiring and disposing of tangible
personal property nor from acquiring title to real property which may or may not be subject to
this Declaration,

Section 13. Contracts Executed During Declarant Control. All contracts or leases
executed by or on behalf of the Association prior to extinguishment of the Declarant Control,
shall contain a termination clause permitting the Association to terminate the contract or lease at
any time after extinguishment of Declarant Control, without cause and without penalty, upon not
less than thirty (30) days nor more than ninety (90) days written notice.

ARTICLE X

DECLARANT’S RIGHTS

Any or all of the special rights and obligations of the Declarant may be transferred to
other persons or entities, provided that the transfer shall not reduce an obligation nor enlarge a
right beyond that contained herein, and provided further, no such transfer shall be effective
unless it is in a written instrument signed by the Declarant and duly recorded in the public
records of Durham County, North Carolina.

Notwithstanding any provisions contained in the Declaration to the contrary, during the
period of Declarant Control, the Declarant shall have the right to grant to public agencies,
authorities or utility service providers easement necessary or desirable for service to the Property
or any portion thereof.

Notwithstanding any provisions contained in the Declaration to the contrary, so long as
construction and initial sale of Lots shall continue, it shall be expressly permissible for Declarant
and any builder approved by Declarant to maintain and to carry on upon portions of the Common
Area such facilities and activities as, in the sole opinion of Declarant, may be reasonable
required, convenient or incidental to the construction or sale of such Lot, including, any builder
approved by Declarant shall have an easement for access to such facilities. The right to maintain
and carry on such facilities and activities shall include specifically the right to use Lots owned by
the Declarant and the Common Area owned by the Association as models and sales officers.

So long as Declarant continues to have rights under this section no person or entity shall

. record any declaration of covenants, conditions and restrictions or similar instrument affecting

any portion of the Property without Declarant’s review and written consent thereto, and any
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attempted recordation without compliance herewith shall result in such declaration of covenants,
conditions and restrictions, or similar instrument being void and of no force and effect unless
subsequently approved by recorded consent signed by the Declarant.

This Article may not be amended without the express written consent of the Declarant;
provided, however, the rights contained in this Article shall terminate upon the earlier of (a) ten
{10) years from the date of this Declaration is recorded, or (b} upon recording by Declarant of a
written statement that all sales activity has ceased.

[Signatures on following page.]
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IN WITNESS WHEREOQF, Declarant has caused this Declaration of Covenants,
Conditions, and Restrictions for the Forest Brook Homeowners Association, Inc. to be
executed on this the fﬁb_day of _ApR.i | , 2006.

VILLAGE CUSTOM HOMES, INC.

By: (4J ol
A. WAYNE DANIEL, PRESIDENT

STATE OF NORTH CAROLINA
county oF _ (M1} \(\0\\)?

1, @L&m E. “ !ZV\%} , & Notary Public for said County and State, do hereby certify that A, WAYNE
DANIEL, personally camte before me this day and acknowledged that he is President of VILLAGE CUSTOM
HOMES, INC. and acknowledged, on behalf of VILLAGE CUSTOM HOMES, INC., the due execution of the
foregoing instrument. ‘

Ak :
Witness my hand and official seal, this the 5 day of aPr pQ , 2006,

No ublic

My commission expires: |} p4\l 008
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EXHIBIT B

ARTICLE 1
NAME, PRINCIPAL OFFICE AND DEFINITIONS

Section 1. Name. The name of the corporation shall be Forest Brook Homeowners
Association, Inc. (hereinafter sometimes referred to as the Association.

Section 2. Principal Office. The principal office of the corporation shall be located in
the County of Chatham, North Carolina, but meetings of Members and Directors may be held at
such places within the State of North Carolina, County of Durham, as may be designated by the
Board.

Section 3. Definitions. Defined terms in these Bylaws shall have the same meaning as
set forth in the Declaration of Covenants, Conditions and Restrictions for Forest Brook (the
Declaration, as amended, renewed or extended from time to time, is hereinafter sometimes
referred to as the Declaration unless otherwise defined herein.

ARTICLE 11
MEMBERSHIP, MEETINGS, QUORUM, VOTING, PROXIES

Section 1. Membership. The Association shall have two (2) classes of membership,
Class A and Class B, as more fully set forth in the Declaration, the terms of which pertaining to
membership are specifically incorporated herein by reference.

Section2. Place of Meetings. Meetings of the Association shall be held at the principal
office of the Association or at such other suitable place convenient to the Officers as may be
designated by the Board either within the Property or as convenient thereto as possible and
practical.

Section 3. Annual Meetings. The first meeting of the Association, whether a regular or
special meeting, shall be held within one (1) year from the date of incorporation of the
Association. The next annual meeting shall be set by the Board so as to occur no later than
ninety (90) days after the close of the Association’s fiscal year. Subsequent regular annual
meetings shall be held within thirty (30) days of the same day of the same month of each year
thereafter at an hour set by the Board. Subject to the foregoing, the annual meeting shall be held
at a date and time as set by the Board.
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Section 4. Special Meetings. The President may call special meetings. In addition, it
shall be the duty of the President to call a special meeting of the Association of so directed by
resolution of a majority of a quorum of the Board or upon a petition signed by Members
representing at least twenty-five percent (25%) of the total votes of the Association. The notice
of any special meeting shall state the date, time and place of such meeting and the purpose
thereof. No business shall be transacted at a special meeting except as stated in the notice,

Section 5. Notice of Meetings. Written notice stating the place, day and hour of any
meeting shall be delivered, either personally or by mail, to each Member entitled to vote at such
meeting, not less than ten (10) nor more than fifty (50) days before the date of such meeting, by
or at the direction of the President or the Secretary or the officers or persons calling the meeting.

In the case of a special meeting or when required by statute or these Bylaws, the purpose
or purposes for which the meeting is called shall be stated in the notice. No business shall be
transacted at a special meeting except as stated in the notice.

If mailed, the notice of a meeting shall be deemed to be delivered when deposited in the
United States mail addressed to the Member at his address as it appears on the record of the
Association, with postage thereon prepaid.

Section 6. Waiver of Notice. Waiver of notice of any meeting of the Association shall
be deemed the equivalent of proper notice. Any Member may, in writing, waive notice of any
meeting either before or after such meeting. Attendance at a meeting by a Member or his
designated alternate shall be deemed a waiver by such Member of notice of the time, date, and
place thereof, unless such Member specifically objects to lack of proper notice at the time the
meeting is called to order. Attendance as a special meeting shall also be deemed waiver of
notice of all business transacted thereat unless objection to the calling or convening of the
meeting, of which proper notice was not given, raised before the business is put to a vote.

Section 7. Adjournment of Meetings. If any meetings of the Association cannot be
held because a quorum is not present, a majority of the Members who are present at such
meeting, either in person or by alternate, may adjourn a meeting to a time not less than five (5)
nor more than thirty (30) days from the time the original meeting was called. At the reconvened
meeting at which a quorum is present, any business which might have been transacted at the
meeting originally called may be transacted. If a time and place for reconvening the meeting is
not fixed by those in attendance at the original meeting or if for any reason a new date is fixed
for reconvening the meeting after adjournment, notice of the time and place for convening the
meeting shall be given to Members in the manner prescribed for regular meetings.

The Members present at a duly called or held meeting at which a quorum is present may
continue to do business until adjournment, notwithstanding the withdrawal of enough Members
to leave less than a quorum, provided that members or their alternates representing at least
twenty-five percent (25%) of the total votes of the Association remain present, and provided
further that any action taken shall be approved by at least a majority of the Members required to
constitute a quorum.



Section 8. Voting. The voting rights of the Members shall be as set forth in the
Declaration, and such voting rights provisions are specifically incorporated herein.

Section 9. Proxies. At all meetings of Members, each Member may vote in person, by
designated alternate or by proxy. All proxies shall be in writing and filed with the Secretary.
Every proxy shall be revocable and shall automatically cease upon conveyance by the Member
of his Lot. A Member may designate a personal representative, or alternate, to vote for the
member at any meeting of the Association. Notice of such designation shall be given in writing
to the Secretary of the Association and shall be effective until revoked by the Member in writing
or personally. Such designation shall also automatically cease upon conveyance by the Member
of his Lot.

Section 10. Majority. As used in these Bylaws, the term majority shall mean more than
fifty percent {50%) of the total number of persons or things of which a majority is required.

Section 11. Quorum. Except as otherwise provided in the Bylaws or in the Declaration,
the presence in person, by proxy or by alternate of Members representing one-third {1/3) of the
total vote of the Association shall constitute a quorum at all meetings of the Association. Any
provision in the Declaration concerning quorums is specifically incorporated herein.

Section 12. Conduct of Meetings. The President shall preside over all meetings of the
Association, and the Secretary shall keep the minutes of the meeting and record in a minute book
all resolutions adopted at the meeting, as well as a record of all transactions occurring thereat.

Section 13. Action Without a Meeting. Any action required by law to be taken at a
meeting of the Association, or any action which may be taken at a meeting of the Association,
may be taken without a meeting if a consent in writing setting forth the action so taken shall be
signed by all the Members entitled to vote with respect to the subject matter thereof, and such
consent shall have the same force and effect as a unanimous vote of the Members.

ARTICLE 111
NUMBER, SELECTION AND VETO

Section_1. Governing Body; Composition. The affairs of this Association shall be
governed by a Board of Directors, each of whom shall have one vote. Except as provided in
Section 3 of this Article, the Directors shall be Members of the Association.

Section 2. Number of Directors. The number of Directors in the Association shall be
not less than three (3) nor more than seven (7), as the Board of Directors may from time to time
determine by resolution. The initial Board shall consist of three (3) members.

Section 3. Directors During Declarant Control. The Directors shall be selected by the
Declarant acting in its sole discretion and shall serve at the pleasure of the Declarant during the
period of Declarant Control, unless the Declarant shall earlier surrender this right to select
Directors. The Directors selected by the Declarant need not be Owners or residents. After the
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Declarant’s right to select Directors has terminated, all Directors must by Members of the
Association.

Section 4. Nomination. After the Declarant’s right to select Directors has terminated,
nomination for election to the Board of Directors shall be made by a Nominating Committee.
Nominations may also be made form the floor at the annual meeting. The Nominating
committee shall consist of a Chairman, who shall be a member of the Board of Directors, and
two or more Members of the Association. The Nominating Committee shall be appointed by the
Board of Directors prior to each annual meeting of the Members, to serve from the close of such
annual meeting until the close of the next annual meeting and such appointment shall be
announced at each annual meeting. The Nominating Committee shall make as many
nominations from election to the Board of Directors as is shall in its discretion determine, but not
less than the number of vacancies that are to be filled.

Section 5. Election. After the Declarant’s right to select Directors has terminated,
election to the Board of Directors shall be by secret written ballot. At such election the
Members; and their alternates or their proxies may cast, in respect to each vacancy, as many
votes at they are entitled to exercise under the provisions of the Declaration. The persons
receiving the largest number of votes shall be elected. Cumulative voting is not permitted.

Section 6. Veto. From the termination date of the period of Declarant Control, the
Declarant shall have a veto power over all actions of the Board as more fully provided in this
Section. This power shall expire when the Declarant no longer owns any land described in
Exhibit A to the Declaration or December 31, 2007, whichever occurs first, unless earlier
surrendered. This veto power shall be exercisable only by Declarant, its successors, and assigns
who specifically take this power in a recorded instrument. The veto shall be as follows:

No action authorized by the Board of Directors or Modifications Committee shall become
effective, nor shall any action, policy, or program be implemented until and unless:

(a) Declarant shall have been given written notice of all meetings and
proposed actions to be approved at such meetings of the Board by certified mail, return
receipt requested, or by personal delivery at the address it has registered with the
Secretary of the Association, as it may change from time to time, which notice complies
as to the Board meetings with Article IV, Sections 1, 2 and 3 of these Bylaws, set forth in
reasonable particularity the agenda to be followed at said meeting; and

{b)  Declarant shall be given the opportunity at any such meeting to join in or
to have its representatives or agents join in discussion from the floor of any prospective
action, policy, or program to be implemented by the Board or the Association. Declarant
and its representatives or agents shall make its concerns, thoughts and suggestions known
to the Members of the Association and/or the Board. Declarant shall have and is hereby
granted a veto power over any such action, policy, or program authorized by the Board
and to be taken by the Board or the Association or any individual Member if Board or
Association approval is necessary for said action. This veto may be exercised by
Declarant, its representatives or agents at any time with ten (10) days following the

4



meeting held pursuant to the terms and provisions hereof. Any veto power shall not
extend to the requiring of any action or counteraction on behalf of the Board or
Association.

This Section 6 may not be amended without the express, written consent of the Declarant
until Declarant no longer owns any land described in Exhibit A to the Declaration or until
December 31, 2007, whichever first occurs.

ARTICLE IV
MEETINGS OF DIRECTORS

Section 1. Organization Meetings. The first meeting of the members of the Board of
Directors following each annual meeting of the Members shall be held within thirty (30) days
thereafter at such time and place as shall be fixed by the Board.

Section 2. Regular Meetings. Regular meetings of the Board may be held at such time
and place as shall be determined from time to time by a majority of the Directors, but at least
four (4) such meetings shall be held during each fiscal year with at least one (1) per quarter.
Notice of the time and place of the meeting shall be communicated to Directors not less than four
(4) days prior to the meeting; provided, however, notice of a meeting need not be given to any
Director who has signed a waiver of notice or a written consent to holding of the meeting.

Section 3. Special Meetings. Special meetings of the Board shall be held when called
by written notice signed by the President, Vice President, Treasurer or Secretary of the
Association, or by at least two Directors. The notice shall specify the time and place of the
meeting and the nature of any special business to be considered. The notice shall be given to
each Director by one of the following methods; (a) by personal delivery; (b) written notice by
first class mail, postage prepaid; (¢) by telephone communication, either directly to the Director
or to a person at the Director=s office or home who would reasonably be expected to
communicate such notice promptly to the Director; or (d) by telegram, charges prepaid. All such
notices shall be given at the Director=s telephone number or sent not the Director=s address as
shown on the record of the Association. Notices sent by first class mail shall be deposited into a
United States mailbox at least four (4) days before the time set for the meeting. Notices given by
personal deliver, telephone, or telegraph shall be delivered, telephoned, or given to the telegraph
company at least seventy-two (72) hours before the time set for the meeting.

Section 4. Waiver of Notice. The transactions of any meetings of the Board, however
called and noticed or wherever held, shall be as valid as though taken at a meeting duly held after
regular call and notice if (a) a quorum is present, and (b) either before or after the meeting each
of the Directors not present signs a written waiver of notice, a consent to holding the meeting or
an approval of the minutes. The waiver of notice or consent need not specify the purpose of the
meeting. Notice of a meeting shall also be deemed given to any Directory who attends the
meeting without protesting before or at its commencement about the lack of adequate notice.
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Section 5. Quorum of Board of Directors. At all meetings of the Board, a majority of
the Directors shall constitute a quorum for the transaction of business, and the votes of a majority
of the Directors present at a meeting at which a quorum is present shall constitute the decision of
the Board. A meeting at which a quorum is initially present may continue to transact business,
notwithstanding the withdrawal of Directors, if any action taken is approved by at least a
majority of the required quorum for that meeting. If any meeting of the Board cannot be held
because a quorum is not present, a majority of the Directors who are present at such meeting may
adjourn the meeting to a time not less than five (5) nor more than thirty (30) days from the date
the original meeting was called. At the reconvened meeting at which a quorum is present, any
business which might have been transacted at the meeting originally called may be transacted
without further notice.

Section 6. Compensation. No Director shall receive any compensation from the
Association for acting as such unless approved by Members representing a majority of the total
vote of the Association at a regular or special meeting of the Association,

Section 7. Conduct of Meetings. The President shall preside over all meetings of the
Board, and the Secretary shall keep a minute book of the Boards, recording therein all
resolutions adopted by the Board and a record of all transactions and proceedings occurring at
such meetings.

Section 8. Open Meetings. Subject to the provisions of Section 9 of this Article, all
meetings of the Board shall be open to all Members, but Members other than Directors may not
participate in any discussion or deliberation unless expressly so authorized by a majority of a
quorum of the Board.

Section 9. Action Without A Formal Meeting. Any action to be taken at a meeting of
the Directors or any action that may be taken at a meeting of the Directors may be taken without
a meeting if a consent in writing, setting forth the action so taken, shall be signed by all of the
Directors, and such consent shall have the same force and effect as a unanimous vote.

ARTICLE YV
POWERS AND DUTIES OF THE BOARD

Section 1, Powers. The Board of Directors shall be responsible for the affairs of the
Association and shall have all of the powers and duties necessary for the administration of the
Association’s affairs and, as provided by law, may do all acts and things as are not by the
Declaration, the articles of incorporation of the Association (the Articles or these Bylaws
directed to be done and exercised exclusively by the Members.

The Board of Directors shall delegate to one of its Members the authority to act on behalf
of the Board on all matters relating to the duties of the managing agent or manager of the
Property, if any, which might arise between meetings of the Board.

In addition to the duties imposed by these Bylaws or by any resolution of the Association
that may be hereafter adopted, the Board shall be responsible for and shall have the poser to do
the following, by way of explanation, but no limitation:
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(a) adopt and publish rules and regulation governing the use of the Common
Area and the personal conduct of the Members and their guests thereon, and to establish
penalties for the infraction thereof}

(b)  suspend the voting rights of a Member during any period in which such
Member shall be in default in the payment of any assessment levied by the Association.
Such rights may also be suspended after notice and hearing, for a period not to exceed 60
days, for infraction of published rules and regulations;

(c) declare the office of a member of the Board to be vacant in the event such
member shall be absent form three (3) consecutive regular meetings of the Board;

(d)  prepare and adopt annual budgets in which there shall be established the
annual assessments of each Member;

(e)  make assessments to defray the common expenses of the Association; the
Common Expenses, establish the means and methods of collecting such assessments and
establish the period of the installment payments of the annual assessment; provided, that
unless otherwise determined by the Board, the annual assessment for each Lot’s
proportionate share of the Common Expenses shall be payable in equal monthly
installments, each such installment to be due and payable in advance of July 1% of each
year.

(f) provide for the operation, care, upkeep, and maintenance of all of the
Common Area, exterior and structural components of the Lots and other property the
Association has responsibility for;

(g)  designate, hire, and dismiss the personnel necessary for the maintenance,
operation, repair, and replacement of the Common Area, and other property the
Association has responsibility for, and where appropriate, provide for the compensation
of such personnel and for the purchase of equipment, supplies, and material to be used by
such personnel in the performance of their duties;

(h)  collect the assessments, deposit the proceeds thereof in a depository which
it shall approve and use the proceeds to administer the Association;

() open bank accounts on behalf of the Association and designate the
signatories required;

) make or contract for the making of repairs, additions and improvements to
or alterations of the Common Area in accordance with the provisions of the Declaration
and these Bylaws after damage or destruction by fire or other casualty;

(k)  enforce by legal means the provisions of the Declaration, these Bylaws
and the rules and regulations adopted by it and bring any proceedings which may be
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instituted on behalf of or against the Members or any Lot occupants concerning the
Association;

6)) obtain and carry insurance against casualties and liabilities as provided in
the Declaration and pay the premium cost thereof;

(m) keep books with detailed accounts of the receipts and expenditures
affecting the Association and its administration, specifying the maintenance and repair
expenses and any other expenses incurred. The books and the vouchers accrediting the
entries thereupon shall be available for examination by the Members and the holders,
insurers, and guarantors of a Mortgage on any Lot, or their duly authorized agents,
accountants or attorneys, during general business hours on working days at the time and
in a manner that shall be set and announced by the Board for the general knowledge of
the Members;

(n)  make available to any prospective purchaser of a Lot, any Member and the
holders, insurers, and guarantors of a Mortgage on any Lot, current copies of the
Declaration, the Articles, the Bylaws, rules governing the Lots and the Common Areas
and all the other books, records and financial statements of the Association;

(o)  permit utility suppliers to use portions of the Common Area reasonably
necessary to the ongoing development or operation of the Property;

(p)  issue, or to cause an appropriate officer to issue, a certificate setting forth
whether or not any assessment has been paid. A reasonable charge may be made by the
Board for the issuance of these certificates. If a certificate states an assessment has been
paid, such certificate shall be conclusive evidence of such payment; and

(q)  cause to be kept a complete record of all its acts and corporate affairs and
to present a statement thereof to the Members at the annual meeting of the Members, or
at any special meeting when such statement is requested in writing by one-fourth (1/4) of
the Class A Members who are entitled to vote.

Section 2. Management Agent.

(a) The Board of Directors may employ for the Association a professional
management agent or agents at a compensation established by the Board to perform such
duties and services as the Board shall authorize. The Board of Directors may delegate to
the managing agent or manager, subject to the Board’s supervision, all of the powers
granted to the Board of Directors by these Bylaws, other than the powers set forth in
subparagraphs (a), (b), (c), (d), (e), (i), and (k) of Section 1 of this Article. The
Declarant, or an affiliate of the Declarant, may be employed as managing agent or
manager.



(b)  No management contract may have a term in excess of one (1) year and
must permit termination by either party without cause and without termination fee on
ninety (90) days or less written notice.

Section 3. Borrowing. The Board of Directors shall have the power to borrow money
for the purpose of repair or restoration of the Common Area, without the approval of the
Members of the Association; provided, however, the Board shall obtain approval of a majority of
each class of Members for borrowings in the event that the proposed borrowing is for the
purpose of modifying, improving, or adding amenities and the total amount of such borrowing
exceeds or would exceed five percent (5%) of the budgeted gross expenses of the Association for
that fiscal year.

Section 4. Rights of the Association. With respect to the Common Areas or other
Association responsibilities owed, in accordance with the Articles of Incorporation and Bylaws
of the Association, the Association shall have the right to contract with any person for the
performance of various duties and functions. Without limiting the foregoing, this right shall
entitle the Association to enter into common management, operational or other agreements with
condominiums, cooperatives or neighborhood and other homeowners or residents associations,
both within and without the Property. Such agreements shall require the consent of two-thirds
(2/3) of all Directors of the Association.

Section 5. Enforcement. The Board shall have the power to impose reasonable fines,
which shall constitute a lien upon the property of the violating Member, and to suspend a
Member’s right to vote or to use the Common Areas for violation of any duty imposed under the
Declaration, these Bylaws or any rules and regulations duly adopted hereunder; provided,
however, nothing herein shall authorize the Association or the Board of Directors to limit ingress
and egress to or from a Lot. In the event that any occupant of a Lot violates the Declaration,
Bylaws or a rule or regulation and a fine is imposed, the fine shall first be assessed against the
occupant; provided, however, if the fine is not paid by the occupant within the time period set by
the Board, the Member shall pay the fine upon notice from the Association. The failure of the
Board to enforce any provision of the Declaration, Bylaws, or any rule or regulation shall not be
deemed a waiver of the right of the Board to do so thereafter,

(a)  Notice. Prior to imposition of any sanction hereunder, the Board or its
delegate shall serve the alleged violator with written notice describing (i) the nature of the
alleged violation, (ii) the proposed sanction to be imposed, (iii) a period of not less than
ten (10) days within which the alleged violator may present a written request to the Board
for a hearing, and (iv) a statement that the proposed sanction shall be imposed as
contained in the notice unless a challenge is begun within ten (10) days of the notice. Ifa
timely challenge is not made, the sanction stated in the notice shall be imposed.

(b)  Hearing. If a hearing is requested in a timely manner, the hearing shall be
held in executive session affording the Member a reasonable opportunity to be heard.
Prior to the effectiveness of any sanction hereunder, proof of proper notice shall be
placed in the minutes of the meeting. Such proof shall be deemed adequate if a copy of
the notice, together with a statement of the date and manner of delivery, is entered by the
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officer, Director, or agent who delivered such notice. The notice requirement shall be
deemed satisfied if the alleged violator appears at the meeting. The minutes of the
meeting shall contain a written statement of the results of the hearing and the sanction, if
any, imposed. The decision of the Board after hearing shall be final.

(c)  Additional Enforcement Rights. Notwithstanding anything to the contrary
herein contained, the Association, acting through the Board of Directors, may elect to
enforce any provision of the Declaration, these Bylaws, or the rules and regulations of the
Association by self-help (specifically including, but not limited to, the towing of vehicles
that are in violation of parking rules and regulations, as provided below) or by suit at law
or in equity to enjoin any violation or to recover monetary damages or both without the
necessity for compliance with the procedure set forth above. In any such action, to the
maximum extent permissible, the Member or occupant responsible for the violation for
which abatement is sought shall pay all costs, including reasonable attorney’s fees
actually incurred.

ARTICLE VI
OFFICERS

Section 1. Officers. The officers of the Association shall be a President, Vice President,
Secretary and Treasurer. The Board of Directors may elect such other officers, including one or
more Assistant Secretaries and one or more Assistant Treasurers, as it shall deem desirable, such
officers to have the authority and perform the duties prescribed from time to time by the Board
of Directors. Any two or more offices may be held by the same person, excepting the offices of
President and Secretary. The President and Vice President shall be elected from among the
members of the Board of Directors,

Section 2. Election, Term of Office and Vacancies. The officers of the Association
shall be elected annually by the Board at the first meeting of the Board following each annual
meeting of the Members. A vacancy in any office arising because of death, resignation, removal
or otherwise may be filled by the Board for the unexpired portion of the term.

Section 3. Powers and Duties. The officers of the Association shall each have powers
and duties as generally pertain to their respective offices, as well as such powers and duties as
may from time to time be specifically conferred or imposed by the Board. The President shall be
the chief executive officer of the Association. The Treasurer shall have primary responsibility
for the preparation of the budget as provided for in the Declaration and may delegate all or part
of the preparation and notification duties to a finance committee, management agent or both.

Section 4. Resignation and Removal. Any officer may be removed from office with or
without cause by the Board. Any officer may resign at any time giving written notice to the
Board, the President or the Secretary. Such resignation shall take effect on the date of receipt of
such notice or at any later time specified therein, and unless otherwise specified therein, the
acceptance of such resignation shall not be necessary to make it effective.
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Section 5. Duties. The duties of the officers are as follows:

(a)  President: The President shall preside at all meetings of the Board of
Directors; shall see that orders and resolutions of the Board are carried out; shall sign all
leases, mortgages, deeds and other written instruments and shall co-sign all checks and
promissory notes.

{b)  Vice-President: The Vice-President shall act in the place and stead of the
president in the event of his absence, inability or refusal to act, and shall exercise and
discharge such other duties as may be required of him by the Board.

(c) Secretary: The Secretary shall record the votes and keep the minutes of all
meetings and proceedings of the Board and of the Members; keep the corporate seal of
the Association and affix it on all papers requiring said seal; serve notice of meetings of
the Board and of the Members; keep appropriate current records showing the Members of
the Association together with their addresses, and shall perform such other duties as
required by the Board.

(d)  Treasurer: The Treasurer shall receive and deposit in appropriate accounts
all monies of the Association and shall disburse such funds as directed by resolution of
the Board; shall sign all checks and promissory notes of the Association; keep proper
books of account; and shall prepare an annual budget and a statement of income and
expenditures to be presented to the Members at the regular annual meeting and deliver a
copy of each to the Members.

ARTICLE VIl
COMMITTEES

The Association shall appoint an architectural review committee, as provided in the
Declaration, and a Nominating Committee, as provided in these Bylaws. In addition, the Board
of Directors shall appoint other committees to perform such tasks and to serve for such periods
as may be designated by a resolution adopted by a majority of the Directors present at a meeting
at which a quorum is present. Such committees shall perform such duties and have such powers
as may be provided in the resolution. Each committee shall be composed as required by law and
shall operate in accordance with the terms of the resolution of the Board designating the
committee or with rules adopted by the Board.

ARTICLE VIII
BOOKS AND RECORDS

Section 1. Inspection by Members and Mortgages. The Declaration, Bylaws,
membership register, books of account and minutes of meetings of the Members, the Board and
committees shall be made available for inspection and copying by any Member of the
Association, or by his or her duly appointed representative, or by the holder, guarantor or insurer
of any first mortgage secured by any Lot in the Property at any reasonable time and for any
purpose reasonably related to his or her interest as a Member at any reasonable time and for any
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purpose reasonably related to his or her interest as a Member at the office of the Association or at
such other place within the Property as the Board shall prescribe.

Section 2. Rules for Inspection. The Board shail establish reasonable rules with respect

to:
a) notice to be given to the custodian of the records;
b) hours and days of the week when such an inspection may be made; and
c) payment of the cost of reproducing copies of documents requested.

Section 3. Inspection by Directors. Every Director shall have the absolute right at any
reasonable time to inspect all books, records and documents of the Association and the physical
properties owned or controlled by the Association. The right of inspection by a Director includes
the right to make extracts and a copy of relevant documents at the expense of the Association.

ARTICLE IX
ASSESSMENTS

As more fully provided in the Declaration, each Member is obligated to pay to the
Association annual and special assessments which are secured by a continuing lien upon the
property against which the assessment is made. Any assessments which are not paid when due
shall be delinquent. If the assessment is not paid within thirty (30) days after the due date, the
assessment shall bear interest from the date of delinquency at the rate of eighteen percent (18%)
per annum, and the Association may bring an action at law against the Member personally
obligated to pay the same or foreclose the lien against the property, and interest, costs and
reasonable attorney’s fees of any such action shall be added to the amount of such assessment.
No Member may waive or otherwise escape liability for the assessments provided for herein by
non-use of the Common Area or abandonment of his Lot.

ARTICLE X
MISCELLANEOUS

Section 1. Fiscal Year. The fiscal year of the Association shall begin on the first day of
January and end on the 31 day of December of every year, except that the first fiscal year shall
begin on the date of incorporation.

Section 2. Parliamentary Rules. Except as may be modified by Board resolution
establishing modified procedures, Robert’s Rules of Order (current edition) shall govern the
conduct of Association proceedings when not in conflict with North Carolina law, the Articles,
the Declaration or these Bylaws.

Section 3. Conflicts. If there are conflicts or inconsistencies between the provisions of
North Carolina law, the Declaration, the Articles and these Bytaws, then the provisions of North
Carolina law, the Declaration, the Articles, and the Bylaws (in that order) shall prevail.
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Section 4. Notices. Unless otherwise provided in these Bylaws, all notices, demands,
bills, statements or other communications under these Bylaws shall be in writing and shall be
deemed to have been duly given if delivered personally or if sent by United States mail, first
class postage prepaid:

if to a Member, at the address which the Member has designated in writing and
filed with the Secretary or, if no such address has been designated, at the address of the
Lot of such Member; or

if to the Association, the Board of Directors or the managing agent, at the
principal office of the Association or the managing agent, if any, or at such other address
as shall be designated by the notice in writing to the Members pursuant to this Section.

ARTICLE XI
CORPORATE SEAL

The Association shall have a seal in circular form having within its circumference the
words: FOREST BROOK HOMEOWNERS ASSOCIATION, INC.

ARTICLE XIT

Section 1. These Bylaws may be amended, at a regular or special meeting of the Board
of Directors, by a vote of a majority of a quorum of the Directors present in person or by proxy,
subject to the provisions of Section 2, provided that such amendment has no adverse effect on
the right of any Member. Otherwise, the Bylaws may be amended, at a regular or special
meeting of the Members, only by a vote of a majority of a quorum of Members present in person
or by proxy.

Section 2. Prior to the sale of the first Lot, Declarant, in its sole discretion, may amend
these Bylaws. After such sale, the Declarant may amend these Bylaws so long as it still owns
any portion of the property described in Exhibit A to the Declaration for development as part of
the Property and so long as the amendment has no material adverse effect upon any right of any
Member; thereafter and otherwise, these Bylaws may be amended only by the affirmative vote
(in person or by alternate) or written consent of Members representing a majority of the total
votes of the Association, including a majority of votes other than votes of the Declarant.
However, the percentage of affirmative votes required for action to be taken under that clause.
No amendment may remove, revoke, or modify any right or privilege of Declarant without the
written consent of Declarant or the assignee of such right or privilege.

Section 3. Any amendment must be recorded in the public records of Durham, County,
North Carolina.



CERTIFICATION

I, THE UNDERSIGNED, DO HEREBY CERTIFY:

THAT I am the duly elected and acting Secretary of Forest Brook Homeowners
Association, Inc., a North Carolina nonprofit corporation; and

THAT the foregoing Bylaws of said Association, as duly adopted at a meeting of the
Board of Directors thereof, held on the day of , 2006.

IN WITNESS WHEREOF, I have hereunto subscribed my name and affixed the seal of

said Association this _5_-}& day of &'Qg N , 2006.

(OIS

. SECRETARY




WILLIE L. COVINGTON
REGISTER OF DEEDS, DURHAM COUNTY
DURHAM COUNTY COURTHOUSE
200 E. MAIN STREET
DURHAM, NC 27701
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