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'DECLARATION OF
COVENANTS AND RESTRICTIONS
' FOR
!' BRECKENRIDGE

TOWN OF MORRISVILLE
WAKE COUNTY, NORTH CAROLINA

THIS DECLARATION OF COVENANTS AND RESTRICTIONS is made on this
I\s_day of » in the year Two Thousand by MORRISVILLE, LLC, a Georgia
limited liability company and Pulte Home Corporation, a Michigan corporation ("Pulte").

WITNESSETH:

. WHEREAS, Morrisville, LLC is the owner of that certain tract or parcel of land lying
and being in the Town of Morrisville, Wake County, North Carolina which is described on
Exhibit A, attached to and made a part of this Declaration (the real property which is described
on Exhibit A hereto being herein referred to as the “Breckenridge Property™); and

WHEREAS, Morrisville, LLC intends to develop the Breckenridge Property as a planned

community to be named “Breckenridge” that will include various types of residential housing;
and

WHEREAS, Pulte is the owner of a number of lots comprising part of the Breckenridge
Property; and
WHEREAS, Morrisville, LLC also intends to provide certain open spaces, parks,

landscape areas and other facilities and amenities for the use and enjoyment of the owners and
residents of the aforesaid Breckenridge community; and

WHEREAS, in order to insure the enjoyment of the aforesaid open spaces, parks,
landscape areas and other facilities by the owners and residents of the Breckenridge community,
and in order to protect the value of the “Membership Property” (as that term is defined in this
Declaration), it is desirable to create an association to own, maintain and administer such open
spaces, parks, landscape areas and other facilities, and to administer and enforce the covenants
and restrictions imposed by this Declaration on the individually owned properties, and to collect
hold and disburse the charges and assessments provided for in this Declaration; and

WHEREAS, it is intended that every owner of any of the said Membership Property
automatically, and by reason of such ownership and this Declaration, become a Member of the

aforesaid association and be subject to its valid rules and regulations and the assessments and
charges made by such association;
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NOW, THEREFORE:
ARTICLEI
DEFINITIONS

As used in this Declaration, the following terms shall have the meanings ascribed to them
in this Article I, such definitions being cumulative of those set forth elsewhere in this .
Declaration. In addition, all terms used in this Declaration which are defined in the Act shall

have the meanings ascribed to them in the Act, unless other definitions are ascribed to them in
this Declaration.

“Act” shall mean the Notth Carolina Planned Community Act, General Statutes of North
Carolina Sections 47F-1-101 through 47F-3-120.

“Amiual Assessment” shall have the meanin g specified in Section 4 of Article V hereof,
and shall constitute the assessments which, pursuant to the provisions of Article V hereof, shall
be levied by the Association against the Membership Property each year for the purpose of

raising the funds necessary to pay the “Annual Expenses” (as that term is defined in Section 3 of
Article V hereof).

“Articles of Incorporation” shall mean the Articles of Incorporation of the Association, as
the same may be amended from time to time. :
y M N » ai ) )

“Association” shall mean the Breckenridge Homeowners Associatior;/inc., a North
Carolina non-profit membership corporation.

~

“Bylaws” shall mean the Bylaws of the Association, as the same may be amended from
time to time. ‘

“Common Elements” shall mean all real and personal property submitted to this
Declaration which is owned or leased by the Association for common use and enjoyment of the
Members, including, withont limitation, all of the real and personal property which shall be
conveyed and transferred to the Association by the Declarant pursuant to Section 1 of Article III
of this Declaration. Common Elements shall not include any Membership Property which shall
be acquired by the Association through foreclosure of the lien in favor of the Association, as
provided for in Article V of this Declaration.

“Declarant” shall mean Morrisville, LLC, a Georgia limited liability company, and shall
also include (a) any successor or assign of Morrisville, LLC who shall acquire the entire interest
in the Breckenridge Property which was owned by the immediate predecessor-in-title of such
successor or assign, and (b) any successor or assign to whom Morrisville, LLC shall specifically
assign the rights, privileges, duties and obligations of the Declarant under this Declaration;
provided, however, that at all times only one party shall have the status of the Declarant under
this Declaration. Consequently, in the event that Morrisville, LLC shall at any time specifically
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assign the rights, privileges, duties and obligation of the Declarant under this Declaration to a
successor or assign, then no party who shall subsequently acquire the entire interest of
Morrisville, LLC (or any successor of assign) in the Breckenridge Property which was owned by
its immediate predecessor-in-title shall have the status of the Declarant under this Declaration
unless predecessor-in-title was the only then existing Declarant. .

“Executive Board” shall mean the Board of Directors of the Association.

“Existing Lots” shall mean, collectively, Lot Nos. 1 through 125, inclusive, of The
Manors at Breckenridge, as shown and depicted on the Sub_division Plat.

“First Mortgage” shall mean a Mortgage conveying a first priority lien upon or security
title to any Membership Property.

“HUD” shall mean the United States Department of Housing and Urban Development
and, in the event that said Department shall be abolished and its operations transferred to another
division of the United States government, such other division.

“Limited Common Elements” shall mean any Common Elements which shall have been
designated as Limited Common Elements in the limited warranty deed by which the Declarant
conveyed the same to the Association. S

“Lot” shall mean each of the Existing Lots and each additional plot or parcel of the
Breckenridge Property, other than Common Elements, which shall be designated for separate
ownership and occupancy, as shown on a plat which shall be recorded in the Office of Register
of Deeds of Wake County, North Carolina, and which shall be submitted to this Declaration as
Membership Property by the recording of a Supplemental Declaratiori*to this Declaration
pursuant to the provisions of Section 2 of Article IT hereof. A Lot shall also include, without
limitation, an individual condominium unit in any condominium that may be submitted to this
Declaration as Membership Property. In addition, as used in this Declaration, the tetm “Lot” shall
also mean a “Lot” within the meaning of the Act, such that all provisions of the Act relative to
“Lots” shall apply to the “Lots” within the meaning of the Declaration.

“Breckenridge Property” shall mean the entirety of the real property described on .
Exhibit A, hereto attached and made a part hereof.

“Member” shall mean the Deciarant, until the termination of the Class B Membership, as
provided in Section 3 of Article IV of this Declaration, and every other Person who is the record
title owner of any Lot.

“Membership Property” shall mean, collectively, the Existing Lots and all portions of the
Breckenridge Property which are hereafter subjected to this Declaration as additional
Membership Property in the manner described in Section 2 of Article II of this Declaration.
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“Mortgage” shall mean a mortgage or deed of trust or other instrument conveying a lien
or security title to property.

“Person” shall mean a natural person, corporation, partnership, association, trust or other
entity.

“Subdivision Plat” shall mean, collectively the Final Plat of The Manors at Breckenridge,
prepared by Priest, Craven & Associates, Inc., recorded in the Book of Maps of Wake County,
North Carolina, in Book 1999, Pages 1953, 1954 and 1955, and any and all other plats of survey
which shall be recorded pursuant to the provisions of Article I, Section 2 of this Declaration for

the purpose of subjecting additional portions of the Breckenrid ge Property to this Declaration as
Membership Property.

“Supplemental Declaration” shall mean a Supplemental Declaration which shall be
executed by the Declarant (and, if applicable, the owner of the real property described therein)
and recorded pursuant to the provisions of Section 2 of Article II of this Declaration for the
purpose of submitting an additional portion of the Breckenridge Property to the terms and
provisions of this Declaration applicable to Membership Property.

“VA” shall mean the United States Department of Veterans Affairs and, in the event that
said Department shall be abolished and its operations transferred to another division of the
United States government, such other division.

ARTICLE II

MEMBERSHIP PROPERTY

“

Section 1. Membership Property Hereby Subjected to this Declaration. The Declarant

and Pulte, for itself and its successors and assigns, do hereby covenant that the Existing Lots be,
and the same hereby are, subjected to this Declaration as Membership Property and Lots.

The Declarant and Pulte, for itself, its successors and assigns, hereby further covenants
that the Existing Lots shall hereafter be held, transferred, sold, conveyed, used, leased, occupied,
mortgaged or otherwise encumbered subject to all of the terms, provisions, liens, charges,
easements, covenants and restrictions set forth in the Act and in this. Declaration as applicable to
Membership Property and Lots, including, but not limited to, the lien provisions set forth in
Article V hereof. All of the terms, provisions, liens, charges, easements, covenants and
restrictions set forth in this Declaration as applicable to Membership Property and Lots shall be a
permanent charge on, and shall run with, the Existing Lots.

Section 2. Additional Membership Property Hereafter Subjected to this Declaration. The
Declarant may, at any time, and from time to time, subject additional portions of the
Breckenridge Property to the terms, provisions; liens, charges, easements, covenants and
restrictions of this Declaration applicable to Membership Property by:
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- (a) executing and recording in the Office of the Register of Deeds of Wake
County, North Carolina, a Supplemental Declaration to this Declaration describing such
additional Membership Property and stating that this Declaration is thereby extended to, and
shall thereafter apply to, such additional Membership Property; and

(b) recording in the Office of the Register of Deeds of Wake County, North
Carolina, a plat of survey showing and depicting the portion of the Breckenridge Property being
thereby subjected to this Declaration as additional Membership Property.

From and after the subjecting of such additional Membership Property to this
Declaration, such additional Membership Property shall thereafter be held, transferred, sold,
conveyed, used, leased, occupied, mortgaged or otherwise encumbered subject to all of the
terms, provisions, liens, charges, easements, covenants and restrictions of this Declaration
applicable to Membership Property, including, without limitation, all lien and assessment
provisions set forth in this Declaration; from and after the subjecting of such additional
Membership Property to this Declaration, all of the terms, provisions, liens, charges, easements,
covenants and restrictions set forth in this Declaration as applicable to Membership Property
shall be a permanent charge on, and shall run with, such additional Membership Property.

No approval from any Member of the Association, or from anyone else whomsoever,
shall be required for the Declarant to subject any portion of the Breckenridge Property to this
Declaration as Membership Property. In addition it shall not be necessary that the Declarant be
the owner of any portion of the Breckenridge Property which is subjected to this Declaration as
Membership Property, provided that the Supplemental Declaration which subjects such property

to this Declaration shall be executed by both the Declarant and the owner of such portion of the
Breckenridge Property.

b

Section 3. No Effect on Balance of Breckenridge Property. Notwithstanding anything
contained in this Declaration which may be constructed to the contrary, this Declaration does not
Create any charge, lien, encumbrance, restriction, or limitation on any portion of the
Breckenridge Property other than the Existing Lots unless and until any additional portion of the
Breckenridge Property is subjected to this Declaration in the manner set forth, respectively, in
Section 2 of this Article I or in Section 1 of Article IMl, and then, only from that time forward.

Section 4. All Lots Bear the Burdens and Enjoy the Benefits of this Declaration. Every

person who is a record owner of a fee or undivided fee interest in any Membership Property
does, by acceptance of a deed or other conveyance thereto, and by acceptance of such ownership,
and by taking record title to such Membership Property, agree to all of the terms and provisions
of this Declaration. Each of the Lots is subject to all the burdens, and enjoys all the benefits,
made applicable thereto hereunder.

Section 5. Easements Over thL Lots. The Lots shall be subjected to, and the Declarant
does hereby grant to the appropriate grantees thereof, the following easements:
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.- (a) Each Lot shall be subject to all easements which are shown and depicted on
the Subdivision Plat as affecting and burdening such Lot;

(b) Each Lot shall be subject to an easement for slope control purposes, including
the right to grade and plant slopes and prevent the doing of any activity that might interfere with

slopes or which might create erosion or sliding problems or which might change, obstruct or
retard drainage flow; and

(c) Each Lot shall be subject to an easement for the entry by the authorized agents
and representatives of the Association to £0o upon such Lot under the circumstances, and for the
purposes, described in Articles VI and VII of this Declaration.

ARTICLE I

COMMON ELEMENTS

Section 1. Common Elements. The Declarant shall have the right to transfer and convey
to the Association any portion of the Breckenridge Property. All portions of the Breckenridge
Property which the Declarant shall so transfer or convey to the Association shall thereafter
constitute Common Elements. There shall be no limitation on the portions of the Breckenridge
Property which the Declarant may transfer and convey to the Association as Common Elements

pursuant to this Article ITI, nor on the improvements which may be located on such Common
Elements. :

All portions of the Breckenridge Property which shall be transferred to the Association
by the Declarant (a) shall be conveyed to the Association by limited warranty deed free of debt
encumbrance, and (b) shall be conveyed to the Association subject to the rights and easements
set forth in Sections 2 and 3 of this Article I, irrespective of whether the deed of conveyance
shall make a specific reference to such rights and easements. Provided that the conveyance of
Common Elements to the Association satisfies the requirements set forth in subparagraphs (a)
and (b) hereof, any portion of the Breckenridge Property which the Declarant may elect to
convey to the Association as Common Elements may be subject to such covenants, restrictions,
easements and encumbrances as shall'be determined by the Declarant in its sole discretion. - - '

In the event that any portion of any Common Elements to be conveyed by the Declarant
to the Association is to constitute Limited Common Elements, the deed by which the same shall
be conveyed to the Association shallr;:lentify such Limited Common Elements and designate the
particular Membership Property which shall have the exclusive use of such Limited Common
Elements. In this event, the Limited Common Elements so identified in such deed shall be

reserved for the exclusive use of those entitled to occupy the Membership Property so designated
in such deed. :

By joining in the execution of this Declaration, the Association does hereby covenant and
agree 10 accept all conveyances of the Common Elements which may be made to it pursuant to,
and in accordance with, the terms and provisions of this Section 1.
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Section 2. Members’ Rights in Common Elements. Every owner of any Lot shall have a
non-exclusive right and easement of enjoyment and use in and to the Common Elements (except
for Limited Common Elements reserved for the exclusive use of any Membership Property not
owned by such owner) and such right and easement shall be appurtenant to, and shall pass with,
the title to the Lot(s) owned by such owner. Such right and easement of enjoyment and use are
and shall be subject to the easements which are described in Section 3 of this Article II and to
the right of the Association to promulgate reasonable rules and regulations regarding the use of
Common Elements, and the right of the Association, as provided in the Bylaws, to suspend the
enjoyment rights of the owner of any Lot during any period in which any assessment which is
due to the Association from such owner remains unpaid, and such period as the Executive Board
may consider appropriate for any infraction of its published rules and regulations. In addition,
the Executive Board may permit other persons who are not residents of any Lots to use the
Common Elements (other than Limited Common Elements) upon such terms and conditions, and
for the payment of such fees, as shall be determined by the Executive Board.

Section 3. Easements Over Common Elements. All Common Elements shall be subject
to, and Declarant and the Association do hereby grant, the following easements:

(a) An easement across, in, under, over and through the Common Elements for
the purposes of the construction, installation, repair, maintenance and use of all utility and
drainage facilities as exist on the date of this Declaration; and

(b) An easement in favor of Declarant for the exclusive use of such portions of
the Common Elements as may be reasonably desirable, convenient or incidental to the
construction and installation of improvements on, and the sale 'of, any Lots, including, but not
limited to, sales and business offices, storage areas, construction yards$ and signs. Such
easements shall be exercisable by any and all persons who the Declarant shall authorize to .
exercise the same, including, without limitation, real estate sales agents and brokers and builders
of residences upon the Lots, irrespective of whether such persons are affiliated with the
Declarant. Such easements shall exist notwithstanding any provision of this Declaration which
might be construed to the contrary, byt shall terminate at such time as the construction on the
Lots of residential buildings has been'completed and all of the Lots shall have been conveyed to
owners thereof who shall not have acquired the Lots for the purpose of immediate resale of the
same. Such easements shall and do exist without affecting the obligation of the owner of any Lot
to pay assessments or charges coming due during such period of time as portions of the Common

Elements shall be used by authorized persons pursuant to the exercise of the easements herein
stated.

Section 4, Insurance. As provided in Section 47F-3-113 of the Act, it shall be the
duty of the Association to obtain and maintain in effect at all times a policy of casualty
insurance on all improvements located on the Common Elements. The amount of such policy
shall be in amount that is no less than eighty percent (80%) of the replacement cost of the
improvements to be insured with deductibles in amount to be determined by the Executive
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Board. It shall also be the duty of the Association to obtain and maintain in effect at all times a
comprehensive policy of public liability insurance. The comprehensive policy of public
liability insurance shall have a reasonable amount of coverage, as shall be determined by the
Executive Board, and shall provide for such deductibles, as shall be determined by the
Executive Board. During the existence of the Class B membership of the Association, both
insurances may be provided by a self-insurance program maintained by the Declarant.

Section 5. Damage or Destruction. In the event that any improvements located on any
Common Elements shall be damaged or destroyed on account of the occurrence of any casualty,
the Executive Board shall proceed with the filing and settlement of all claims arising under any
policy of insurance maintained by the Association with respect to such improvements and shall
-obtain reliable and detailed estimates of the cost of repair or reconstruction of the damaged or
destroyed improvements. o

Any such damage or destruction shall be repaired or reconstructed unless it shall be
decided, within ninety (90) days after the occurrence of the casualty, by eighty percent (80%) of
the total vote of all then existing classes of Membership of the Association not to so repair or
reconstruct such damage. In the event that it shall be so decided not to repair or reconstruct any
such damage or destruction, the proceeds of any insurance as may become payable to the

Association as a result of such damage or destruction shall be applied to such purposes as may be
determined by the Executive Board.

Section 6. Sale or Abandonment of Common Elements. In no event shall the
Association abandon, sell or transfer any portion of the Common Elements unless such
abandonment, sale or transfer shall be first approved in writing by: (a) the owners of no fewer
than eighty percent (80%) of the Lots, and (b) the holders of no fewer than eighty percent (80%)
of the First Mortgages existing in regard to the Lots; and (c) HUD, VA and the Declarant, until
such time as the Class B Membership| shall terminate (as provided for in Article IV, Section 3 of
this Declaration). Notwithstanding the foregoing, however, the provisions of this Section 5 shall
not be deemed to prohibit or limit the power and authority of the Association to grant a security
interest in any Common Elements, both real and personal, as collateral for money borrowed by.
the Association for any Association purpose. Without limiting the generality of the foregoing,
the Executive Board shall have the power and authority, upon the affirmative vote of a simple
majority of the members thereof (and without the requirement that the same be approved by any
Members of the holders of any Mortgage upon an Lot), to subject any Common Elements to a
Mortgage to secure the repayment by the Association of any money borrowed by the Association
in connection with the repair and replacement of any Common Elements and/or the construction
of any capital improvements upon any Common Elements.

ARTICLE IV

THE ASSOCIATION
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Section 1. The Association. Prior to the date this Declaration has been filed for record
with the Register of Deeds of Wake County, North Carolina, the Declarant has caused the

Association to be formed, and the Association does now exist, under its Articles of Incorporation
and Bylaws.

The Association is and shall be responsible for the ownership, management and operation
of the Common Elements, the enforcement of the covenants and restrictions set forth in this
Declaration, the collection of all assessments provided for in Article V of this Declaration, and
the performance of such other duties and the provision of such services as the Executive Board
shall deem to be in the best interests of the Members. The Association shall have all the power and
authority provided in the Association by the provisions of Section 47F-3-102 of the Act. Without
limiting the generality of the foregoing, the Association shall have the specific power and
authority: (a) to provide landscape and grounds maintenance services for real property which
does not constitute Common Elements, including real property owned by any governmental
entity and (b) to maintain, repair and replace, and pay charges for electric service to, any street
lights that are located within the right-of-way of any public road if the applicable governmental
entity shall neglect to do the same, and, in the case of both of the activities identified in clauses
(2) and (b) hereof, the Executive Board shall have determined that the carrying out of such
activities by the Association is in the interest of the Members.

The Declarant’s plan for the development of the Breckenridge Property contemplates that
the Lots located in different portions of the Membership Property will be developed with
separate and distinct types of residential structures, and that the Association may provide certain
services (such as landscaping and gror’mds maintenance and property insurance coverage) for the
benefit of certain Lots that it will not provide for other Lots. There shall be no requirement that
the services to be provided by the Association be provided uniformly to all of the Membership
Property and the Executive Board shall have the specific power and atthority to cause the
Association to provide certain services to certain Lots that it shall not provide to other Lots.

Section 2. Membership. Every person who is, or who becomes, a record owner of a fee
or undivided fee interest in any Lot is and shall be a Member of the Association; provided,
however, that any such person who holds such interest merely as security for the performance of
an obligation shall not be a Member of the Association. The transfer of ownership of a fee or
undivided fee interest in any Lot shall automatically transfer membership in the Association, and
in no event shall such membership be severed from the ownership of such Lot.

Section 3. Classes of Membership; Voting Rights. The Association shall have two
classes of voting membership: Class A and Class B.

(a) Class A. The Class A Members shall be all those persons holding an interest
required for membership in the Association, as specified in Section 2 of this Article IV, except
for the Class B Member. The Class A Members shall be entitled to full voting privileges on the
earliest of the following dates to occur: (i) the date which the Declarant may so designate by a
written designation executed by both the Declarant and by the holder or holders of any Mortgage
upon any portion of the Breckenridge Property which is owned by the Declarant and which is
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recorded with the Register of Deeds of Wake County, North Carolina, (ii) the date on which the
Declarant shall have conveyed to individual owners thereof seventy-five (75%) of the Lots, or
(iii) April 1, 2011. Before the earliest of these dates to occur, the Class A Members shall be
entitled to vote only on (a) any proposal of merger, consolidation or dissolution of the
Association; (b) any proposal pursuant to Article IX of this Declaration to amend this
Declaration; and (c) any other matter for which it is herein specifically provided, or for which it
is provided by the Act or the North Carolina N onprofit Corporation Code, that approval of each
and every class of membership of the Association is required.

When entitled to vote, the Class A Members shall be entitled to cast one (1) vote

for each Lot in which they hold an interest required for membership by Section 2 of this
Article IV. '

(b) Class B. The Declarant shall be the sole Class B Member. Class B
membership shall be a full voting membership and, during its existence, the Class B Member
shall be entitled to vote on all matters and in all events. Without limiting the generality of the
foregoing, the Class B Member will itself elect all of the members of the Executive Board until
the termination of the Class B membership. At such time as the Class A Members shall be
entitled to full voting privileges, as provided in paragraph (a) hereof, the Class B membership
shall automatically terminate and cease to exist, and the Class B Member shall be and become a

Class A Member insofar as it may th#n hold any interest required for membership by Section 2
of this Article IV. '

From and after the date on which the Class B membership automatically
terminates and ceases to exist, such membership shall not be renewed or reinstated.

Section 4. Suspension of Membership Rights. The membership rights of any Member of
the Association, including the ri ght to vote and to use the Common Elements, may be suspended
by the Executive Board pursuant to the authority granted in the Bylaws. Any such suspension
~ shall not affect such Member’s obligation to pay assessments coming due during the period of

such suspension and shall not affect the permanent charge and lien on the Member’s property in
favor of the Association.

Section 5. Meetings of the Membership. All matters concerning the meetings of
Members of the Association, including the time at which and the manner in which notice of any
said meeting shall be given to Members, the quorum required for the transaction of business at
any meeting, and the vote required on any maiter, shall be as specified in the Act, the North

Carolina Nonprofit Corporation Code, this Declaration, or in the Articles of Incorporation or the
Bylaws.

Section 6. Association Acts Through Its Executive Board. The Executive Board shall
have the power and authority to exercise all of the power and authority of the Association, as
provided for in Section 1 hereof. Whenever approval of, or action or inaction by, the
Association is referred to or called for in this Declaration, such action, inaction or approval shall
be by the Executive Board of the Association, unless it is specifically stated in this Declaration,
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the Articles of Incorporation or the Bylaws with respect to such action, inaction or approval that
the Members of the Association must vote. No member of the Executive Board of the -
Association or any officer of the Association (including, without limitation, any such individual
who shall have been elected by a vote of the Class B Member) shall be personally liable to any
owner of any Member for any mistake of judgment or for any other act or omission of any nature

whatsoever, except for any acts or omissions found by a court of competent jurisdiction to
constitute gross negligence or fraud.

Section 7. Professional Management. The Association may, but shall not be obligated
to, obtain and pay for the services of any person or other entity to manage the affairs of the
Association, or any part thereof, and may enter into such agreements for the management of the
Common Elements as the Executive Board deems to be in the best interests of the Association.

ARTICLE V
ASSESSMENTS

Section 1. Assessments; Lien Therefor. Each person other than the Declarant who shall
own any Lot, by acceptance of a deed or other conveyance thereto, and by acceptance of such
ownership, and by taking record title thereto, shall be deemed to covenant and agree to pay to
the Association all assessments and charges which are levied by the Association against the
Lot(s) owned by such person in accordance with the terms and provisions of this Declaration.

As more fully provided in Section 47F-3-116 of the Act, all sums lawfully
assessed by the Association against any Lot and the owner thereof, which shall remain unpaid
for a period of thirty (30) days from the date of such assessment, shall constitute a lien in favor
of the Association on such Lot when a claim of lien is filed of record in the office of the clerk
of superior court of the county in which the Lot is located. Such lien shall be prior and
superior to all other liens whatsoever, except:

(a) liens for ad valorem taxes and other governmental assessments on the Lot;

(b) any lien that was properly' recorded prior to the docketing of the claim of
lien in the office of the clerk of superior court;

(c) the lien of any First Mortgage or the lien of any prior Mortgage recorded in

the Deed Records of Wake County, North Carolina prior to the recording of this Declaration;
or \

(d) the lien of any Secondary purchase money Mortgage covering the Lot,

provided that neither the grantee nor any successor grantee on the Mortgage is the seller of the
Lot.
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Section 2. Personal Obligation of Members. Each member of the Association other
than the Declarant, by acceptance of a deed or other conveyance to the Lot(s) owned by such
member, irrespective of whether it shall be so expressed in any such deed or other conveyance
and by acceptance of ownership of such Lot (s), and by taking record title to such Lot(s), shall
be deemed to covenant and agree to pay to the Association:

(a) His share of the Annual Assessments which shall be levied by the
Association in accordance with Section 4 hereof: and

(b) When properly authorized in accordance with Section 5 hereof, special
assessments, such annual and special assessments to be fixed, established and collected from
time to time as hereinafter providedi

All such assessments,"together with interest thereon and costs of collection
thereof, as hereinafter provided, shall be the personal obligation of the person who is the
owner of the Lot against which such assessments are levied at the time such assessments
become due and payable. The covenant to pay assessments herein stated is and shall be a
covenant running with the land.

Section 3. Purposes of Assessments. The assessments levied by the Association
pursuant to this Article V shall be used to pay the costs and expenses which the Association
shall incur in connection with the performance of its duties and responsibilities pursuant to this
Declaration, the Articles of Incorporation and the Bylaws (such costs and expenses being
herein referred to as the “Annual Expenses”). Without limiting the generality of the
foregoing, the Annual Expenses shall include the costs of: repair and maintenance of all
Common Elements; payment of all governmental charges, taxes and assessments which shall
be levied against all Common Elements; payment of all costs and expenses incurred by the
Association in connection with its operations, including, without limitation, the payment of
electricity charges for all lighting located on Breckenridge Property which does not serve a
particular Lot; payment of costs of irrigation of Common Elements; payment of the premiums
for all policies of property and liability insurance maintained by the Association with respect to
Common Elements; payment of the premiums for all fidelity bonds which shall be obtained by
the Association; the maintenance of reserves for the repair and replacement of improvements
located on the Common Elements and for such other purposes as the Executive Board shall
determine, in all cases in such amounts as the Executive Board shall determine; the payment of
the fees of such management firms as the Executive Board shall employ; and payment of the
fees for the provision of such professional services as the Executive Board shall determine to
be required by the Association, including legal, accounting and architectural services.

Section 4. Determination of Annual Assessment. Prior to the commencement of each
fiscal year of the Association (said fiscal year being specified in the Bylaws), the Executive
Board shall estimate the total amount of the Annual Expenses which are anticipated to be
incurred by the Association during such fiscal year and shall determine the amount which will
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‘be deposited during such fiscal year into reserve funds maintained by the Association. The
Executive Board shall thereupon adopt a budget for the Association’s expenditures and reserve
fundings based upon such estimate and providing for the total annual assessment to be levied
against the members of the Association for such fiscal year (the total assessment which shall be
so determined and levied against all of the members of the Association for any fiscal year is
herein referred to as the “Annual Assessment”). In connection with its determination of the
‘amount of the Annual Assessment, the Executive Board shall also determine the amount of the
Annual Expenses which, in the judgrmhent of the Execufive Board, will benefit less than all of the
Lots (such as Annual Expenses which the Association shall incur for the provision of any
services to some, but less than all, of the Lots) and the amount of the Annual Expenses which
shall significantly disproportionately benefit all of the Lots. The amounts of the Annual
Expenses which the Executive Board shall determine as benefiting less than all of the Lots shall
be specially assessed equitably among all of the Lots so benefited, and shall be made a part of
the Annual Assessment which shall be payable by the owners of the Lots so benefited.

In addition, the amount of the Annual Expenses which the Association shall incur in
regard to any Limited Common Elements shall be specially assessed among all of the Lots which
shall have the exclusive use of such Limited Common Elements, and shall be part of the Annual
Assessment which shall be payable by the owners of such Lots.

Prior to the commencement of the fiscal year during which any Annual Assessment is to
be Jevied, the Association shall send to each Member a copy of the budget so adopted for the
Association by the Executive Board, together with a statement setting forth both the gross
amount of the Annual Assessment which shall be payable for such fiscal year and the specific
amount of such Annual Assessment which shall be levied against the Lot(s) owned by such
Member. Each Lot shall be liable for that share of each Annual Assessment which shall be so
determined by the Executive Board and set forth in the notice given to the owner of such Lot, as
aforesaid. Notwithstanding the foregoing, however, the failure by the Association to provide to
the Members the information described in this paragraph within the times required herein shall
have no effect on the liability of the Members for the payment of the Annual Assessment.

The amount of each Annual Assessment which shall be levied against each Lot shall be
due and payable to the Association in such installments as the Executive Board shall determine,
and after notice of the same shall have been given to all of the Members, shall be paid to the
Association when due without further notice.

Section 5. Special Assessments. If for any reason, including non-payment of any
assessments to the Association by the persons liable therefor, the budget adopted by the
Executive Board for any fiscal year shall prove to be inadequate to defray the Annual Expenses
for such fiscal year, or if the Executive Board shall determine that it is in the best interests of
the Association to levy a special assessment to pay the costs of any capital improvements or
capital repairs, the Executive Board shall have the authority to levy a special assessment
against the Lots and the owners thereof (other than the Declarant) to raise such needed funds.
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