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COMMUNITY CHARTER
FOR
BAYSIDE

PREAMBLE

Carl M. Freeman Communities L.L.C., a Delaware limited liability company, as the {founder and devel-
oper of Bayside, has established and recorded this "Community Charter" ("Charter") to provide a gov-
crnance structure and a flexible system of standards and procedures for the overall development, cxpan-
sion, administration, maintenance, and prti.scrvation of the residential propertics within "Bayside," a
mixed-use master planned community. This document does not and is not intended to create a condomin-
ium under the provisions of the Delawarc Unit Property Act, 25 Del. C. § 2201, et seq., as may be

amended,

DECLARATION OF COVENANT

The "Community” referred to in this Charter consists of the property described in Exhibit "A" and
any additional property made subject to this Charter in the future by amendment or supplement, as pro-
vided for in this Charter. This Charter shall run with the title to such property, binding not only Carl M.
Frceman Communities L.L.C., its successors and assigns (the "Founder") but also the future owners of
any portion of the property, their respective heirs, successors, successors-in-title, and assigns, and any
othcr person or cntity that now or hercafter has any legal, cquitable, or beneficial interest in any portion of

such property. | This Charter also shall be binding upon Bayside Community Association, Inc., its successors

and assigns (thsl,* "Association").
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PART ONE: INTRODUCTION TO THE COMMUNITY

To accomplish great things, we must not only act, but also dream; not only plan, but also believe.

Anatole France
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Chapter 1
Community

Truly great communities have a physical identity and a pride in that place; the community's stakcholders
have a positive fecling of belonging and accomplishment in its activities. But words alone can never make
community, and a community is only as good as the pcople who live and work there make it. Therefore,
this Charter crcates a vchicle, a process through which you and other stakcholders can build community at
Bayside. By choosing to live in the Community, cach resident understands the various components that
comprisc the Community and acknowledges the necessity to respect the diversity of perspective of other
residents and Owners, the Founder, and the Builders, and the important role each must play in thc Com-
munity's success and the success of Bayside as a whole.

Through the procedures established in this Charter, there is an administrative structure with the author-
ity and responsibility to initiate programs, activitics, and services and to respond to individual and collec-
tive creativity and interests.

1.1. Mission ® provide an orderly, regular, and infor-
We at Carl M. Frecman Communities value mative communication system

our relationship with you in the creation of this _ ] o

community. We have becn partnérs with home- ¢ provide all interested parties a VOICE_"‘

owners on the Delaware coast for nearly 30 ycars community mattc::s and an OPP(.’rtumt)’

and take great pride in the vision of our founder to communicate with the Association

to innovatively help people live better. Carl M.

Frecman Communities is committed to creating ® respect the value of cach individual as

communitics that honor the land and the people well as the value and the importance of

who live on it, the community

1.2.  Participation ® appreciate diversity of thought and of

people

An cssential component of building a sensc of
community involves listcning to and appreciating ® establish community traditions that will
input from all thosc intercsted in the community,
whether  Owners, residents, Builders, Mort-
gagees, or the Founder. This Charter creates
opportunities for everyone to build and sustain a
sense of community.

engender pride in the community
¢ foster a sensc of belonging

® motivate Owners and residents to par-
1.3, APledge tici[.)atf: by offerin‘g‘ a varicty of life-
cnrlchxng opportunities
The Association and the Founder pledge
to work to do the following with respect to the ¢ provide mcaningful opportunities to

Community: connect with the greater community

®  insurc an inclusive environment



Community

¢ make a significant contribution to the
quality of life in the Community and
Bayside as a whole

1.4. Expectations

There are only ﬁ:ur expectations, but they are vital
if there is to be community. They are that in all deal-
ings among and between parties interested in the Com-

munity, everyone

® be informed

You Are the Community

503106 2134

® act with civility
* communicate constructively

& strive to make a contribution to the com-
munity

Then there will be community.

Carl M. Freeman Communities L.L.C. and the Association cannot create community at Bayside; only you and your

neighbors can accomplish this goal. This document and the processes and powers it creates are intended to enhance your

ability to fashion the community you desire and to do so with minimal interference from sources outside the Community.

You can be as active or as inactive in that process as you desire, but ultimately you will have the community that you

and your neighbors create. The Founder wants Bayside to be a special place and hopes that you do so as well.
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Chapter 2
Governing Documents

A community is guided and governed by certain
principles that each owner and resident, by choosing to
own property or reside in the community, agrees to up-
hold. Those principles are set forth in the community's
governing documents, which serve as a tie that binds
the community togecher, give it structure, and provide
guidance to all who participate in its growth and evo-
lution.

2.1.  Scope and Applicability

The Community has been established and is
administered pursuant to various documents that
have a legal and binding cffect on all owners and
occupants of property within the Community, as

WC]] as on anyonc CISC Who may now or in thc
future have an interest in.any portion of the
property comprising the Community. Such
documents, rcferred to in this Charter as the
"Governing Documents," include this Char-
ter and the other documents described in Table
2.1, as they may be amended. All Owners and
occupants, as well as their tenants, guests, and
invitees, are required to comply with the Gov-
erning Documents.

2.2, Additional Covenants

The owner of any property within the Com-
munity may impose additional covenants on such

GOVERNING DOCUMENTS

Community Charter:

this Community Charter for Bayside, which creates rights and obligations that

{Recorded) are binding upon the Association and all present and future owners of prop-
crty in the Community

Supplement: a recorded Supplement to this Charter, which may submit additional prop-

(Recorded) erty to this Charter, create casements over the property described in the Sup-

plement, impose additional obligations or restrictions on such property, des-
ignate Service Areas or Limitcd Common Areas, or any of the foregoing

Certificate of Incorporation:
(filed with the Secretary of State)

the Certificate of Incorporation of Bayside Community Association, Inc., as
they may be amended, which cstablish the Association as a nonprofit corpora-
tion under Delawarc law

By-Laws:
(attached as Exhibit "D")

the By-Laws of Bayside Community Association, Inc. adopted by its Board of
Directors, as they may be amended, which govern the Association's internal
affairs, such as voting, clections, mectings, ctc. A copy of the By-Laws is
attached as Exhibit "D."

Design Guidelines:

the design standards and architectural and aesthetics guidelines adopted pur-

(Founder adopts) suant to Chapter 6, as they may be amended, which govern new construction
and modifications to Units, including structures, landscaping, and other im-
provements

Rules:

{initial sct attached as Exhibit "C")

the rules of the Association adopted pursuant to Chapter 8, which regulatc
use of property, activities, and conduct within the Community

Board Resolutions:
(Board adopts)

the resolutions which the Board adopts to establish rules, policies, and proce-
dures for internal governance and Association activities and to rcgulate the
operation and usc of the property which the Association owns or controls

Table 2.1




Governing Documents

property. If the provisions of any such additional
covcnants arc more restrictive than the provi-
sions of this Charter, the morce restrictive provi-
sions eontral, The Association shall have stand-
ing and the power to enforce any such additional
covenants,

2.3. Conlflicts

If there are conflicts between any of the Gov-
erning Documents and Delaware law, Dclaware
law shall control. If there are conflicts between
or among any of the Govcrning Documents, then
the Charter, the Certificate of Incorporation, and
the By-Laws (in that order) shall control. If there
is a conflict between the Governing Documents
and any additional covenants recorded on any
property within the Community (or the rules or
policics adopted pursuant to any such additional
covenants), the Governing Documents shall con-
trol,

Diagrams, tables, and explanatory text (text
set apart in boxes with "key" icons) are used in
the Governing Documents to illustrate concepts
and assist the rcader. IF there is a conflict be-
tween any diagram and the text of the Governing
Documents, the text shall control.

Space has been sct aside throughout this Char-
ter to allow the reader to make notes. Those
spaces and the heading that denotcs the spaccs are
not part of this Charter.

If any court determines that any provision of
this Charter is invalid, or invalid as applied in a
particular instance, such determination shall not
aflect the validity of other provisions or applica-
tions of such provision in other instances.

2.4. Definitions

Capitalized terms used in the Charter have the
mcaning described in the paragraph where they
first appear in bold print. An index to decfined
terms may be found following the Table of Con-
tents. All other terms used in the Governing
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Documents have their natural, commonly ac-
cepted definitions.

2.5. Interpretation of Certain Refer-
ences

Community- Wide Standard. Where the
Governing Documents requirc compliancc with
the "Community-Wide Standard," the stan-
dard to be applied is the highest of: (a) the stan-
dard of use, conduct, architecture, landscaping,
or acsthetic matters generally prevailing in the
Community, or (b) the minimum standards dc-
scribed in this Charter, the Design Guidclines,
the Rules, and Board resolutions. The Commu-
nity-Wide Standard may contain objcctive ele-
ments, such as specific maintenance require-
ments, and subjective elements, such as matters
subject to the Board's or the Design Review
Committee's discretion. The Community-Wide
Standard may or may not be set out in writing.
The Founder initially shall establish such stan-
dard; however, the Community-Wide Standard
may evolve as development progresses and as the
Community changes.

Consent or Approval. All rcferences in the
Governing Documents to "consent” or "ap-
proval” shall refer to permission or approval,
which unless otherwise expressly qualified in the
specific provision, may be granted or withheld in
the discretion of the Person whose consent or
approval is required.

Discretion and Determination. All refer-
ences in the Governing Documents to "discre-
tion" or to the right to "determine"” any mat-
ter shall refer to the sole and absolute power or
right to decide or act. Unless otherwisc ex-
pressly limited in the Governing Documents or
by law, anyone authorized in the Governing
Documents to exercise its discretion or make a
detcrmination may do so without regard to the
reasonablencss of, and without the necessity of
justifying, the decision, detcrmination, action, or
inaction.



Governing Documents

Maintenance. Al refcrences in this Charter
to "maintenance” shall refer to maintcnance,
repair, rchabilitation, and renewal.

Notice. All refercnces in this Charter to "no-
tice” shall be deemed to refer to written notice
by personal dclivery, United States mail, private
carricr, or, if the intended rccipient has given its
prior written authorization to use such method of
dclivery, facsimile or electronic mail with writ-
ten confirmation of transmission.

Notices shall be deecmed to have been duly
given and effective if:

(@) sent by United States mail, when depos-
ited with the U. S. Postal Service, correctly ad-
dressed, with first class or higher priority postage
prepaid;

(b) declivered personally or by private car-
rier, when actually delivered to the address of the
intended recipicent, as evidenced by the signaturc
of the person at such address who accepts such
delivery; or

(c) scnt by facsimile or electronic mail, upon
transmission, as evidenced by a printed confirma-
tion of transmission.

Person. References in the Governing Docu-
ments to a "person” or "persons" shall refer to
an individual, a corporation, a partnership, a lim-
ited liability company, or any other legal entity.

Recording. All references in the Governing
Documents to a "recorded” legal instrument,
or to recordation or the recording of a legal in-
strument, shall refer to an instrument filed or the
filing of a legal instrument in the official records
of Sussex County, Delaware, or such other place
designated as the official location for filing docu-
ments affecting title to real estatc in Sussex
County in order to make them a matter of public
record.
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A few strong instincts and a few plain rules suf-
fice us. Ralph Waldo Emerson

NOTES



£03106 2138

Chapter 3

Community Administration

Vibrant communities depend upon community mem-
bers working together to uphold community standards
and achieve the vision and goals for the community.
The Founder, the Association, the Owners, the Builders,
and others have a role in the functioning of the Com-
munity and in helping to fulfill that visien. This
chapter identifies parties with an interest in the Com-
munity and describes their roles in administering the
Community.

3.1. The Founder

The Founder has established the vision for the
Community and, through the Governing Docu-
ments, has sct forth the founding principles that
will guide the Community during the initial pe-
riod of development and sale and thereafter. The
Founder's proposed plan for devclopment of the
Community is described in the land use plan(s)
for Bayside approved by the Sussex County,
Dclaware, as such may be supplemented and
amended, which encompass(cs) all of the prop-
erty described in Exhibit "A" and all or a portion
of the property described in Exhibit "B" (the
"Master Plan"). Howcver, the Founder is not
obligated to submit all of the property shown on
the Master Plan to this Charter. In addition, the
Founder may submit property to this Charter
that is not shown on the Master Plan.

The Founder has reserved various rights in the
Governing Documents with respect to develop-
ment and administration of the Community. The
Founder may cxercise certain of these rights
throughout the "Development and Sale Pe-
riod," which is the period of time during which
the Founder or any Founder Affiliatc owns real
property in the Community or has an uncxpired
option to expand the Community pursuant to
Chapter 18. A "Founder Affiliate” is any Per-
son who controls, is controlled by, or is under
comimon control with the Founder, and any Per-
son who is an owner, member, partner, or

sharcholder of the Founder. CMF Bayside,
L.L.C. shall be a Founder Affiliatc for all pur-
poses under the Governing Documents.

Other rights may be cxercised only during the
"Founder Control Period," which is the pec-
riod of time that the Founder is cntitled to ap-
point a majority of the members of the Associa-
tion's board of dircctors ("Board"). It begins on
the date of the Association’s incorporation and
terminates upon the first of the following to oc-
cur:

(a) when 90% of the total number of Units
permitted by the Master Plan have certificates of
occupancy issucd thereon and have been con-
vcyed to Persons other than builders holding title
for purposes of construction and resale;

(b) December 31, 2024; or

(¢) when, in its discretion, the Founder so
determines and declares in a recorded instru-
ment.

The Founder has certain approval rights, as
specificd in the By-Laws, for a limited period of
time following termination of the Founder Con-
trol Period.

The Founder may assign its status and rights as
the Founder under the Governing Documents to
any Person who takes title to any portion of the
property described in Exhibit "A" or "B" for the
purposc of development and/or sale.  Such as-
signment shall be made only in a recorded in-
strument signed by both parties.

3.2, The Association

The Founder has established the Association as
the primary entity responsible for administering
the Community in accordance with the Govern-
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ing Documents. On most matters, the Associa-
tion acts through the Board. However, in some
instances the Govcrning Documents or applicable
law limit the Board's ability to act without the
approval of the Association's members. Unless
the Governing Documents or Delaware law spe-
cifically provide otherwise, the Board may cxer-
cisc the Association's rights and powers without a
vote of the membership.

The Association may cxercise all rights and
powers which the Governing Documents and
Delaware law expressly grant to it, as well as any
rights and powers that may rcasonably be implicd
under the Governing Documents. It also may
take any action rcasonably necessary to cffectuate

any such right or privilege.

3.3. The Board

Thc Board is the body responsible for admini-
stration, managcment, and operation of the As-
sociation. The Board is selected as provided in
thc By-Laws and serves the same role as the
board of directors under Delaware corporate
law,

The Board may institute, defend, settle, or in-
tervenc on behalf of the Association in mediation,
binding or non-binding arbitration, litigation, or
administrative procccdings in matters pertaining
to the Area of Common Responsibility, as de-
fincd in Section 4.1, enforcement of the Govern-
ing Documents, or any other civil claim or ac-
tion. However, the Board bas no legal duty to
institutc litigation or any other proceeding on
behalf of or in the name of the Association or its
members,

In cxcrcising the Association’s rights and pow-
crs, making decisions on the Association's behalf
(including, without limitation, deciding whether
to file a lawsuit or take other legal action under
any circumstances), and conducting the Associa-
tion's affairs, Board members and the Associa-
tion's officers arc required to comply with, and
shall be judged by, the standards sct forth in the
By-Laws.
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3.4. The Owners

Each Person holding record title to a Unit, as
defined in Chapter 4, is referred to in the Gov-

erning Documents as an "Owner."” However, a
Person who holds titlc merely as sccurity for the
performance of an obligation (such as a lender
holding a mortgage or similar security instru-
ment) is not considercd an "Owner." If a Unit is
sold under a recorded contract of sale, and the
contract specifically so states, the purchaser
(rather than the holder of fee simple title) will be
considered the Owner. If a Unit has morc than
one Owner, all co-Owners are jointly and sever-
ally obligated to perform the responsibilities of
the Owner under the Governing Documents.

Every Owner has a responsibility to comply
with the Governing Documents and uphold the
community standards described in Part Two of

this Charter.

3.5. Builders

Much of the responsibility and credit for help-
ing to creatc the Community rests with the
"Builders" -- those Persons approved by the
Founder who purchase onc or more unimproved
lots or parcels of land within the Community for
further subdivision or development and/or con-
struction and resale in the ordinary course of
their business. The Builders have the same privi-
leges and responsibilities as Owners during the
time that thcy own Units for construction and
resale, including the privileges of membership in
the Association. In addition, the Founder may
cxtend some of the rights it has rescrved under
the Governing Documents with respect to devel-
opment, marketing, and sale of property in the
Community to such Builders as it may designate.

3.6. Neighborhood Associations

Portions of the Community may be developed
under a condominium form of ownership or un-
der other circumstances that requirc a separate
owners association to administer additional cove-
nants applicable to that particular area. Any such
association is referred to as a "Neighborhood
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Association." Nothing in this Charter requires
the creation of a Neighborhood Association, and
the jurisdiction of any Neighborhood Association
shall be subordinate to that of the Association.

A Ncighborhood Association, if any, is re-
sponsiblc for administering the additional cove-
nants applicable to the property within its juris-
diction and for maintaining, in accordance with
the Community-Wide Standard, any property it
owns or for which it has maintenance responsibil-
ity under such additional covenants.

3.7. Mortgagees

If a Unit is made subjcct to a mortgage, deed
of trust, or other form of sccurity instrument
affecting title to a Unit ("Mortgage"), then the
holder or bencficiary of that Mortgage ("Mort-
gagee") also has an intcrest in the administration
of the Community. The Governing Documents
contain various provisions for the protection of
Mortgagces, including those set forth in Chapter
7.

A community is like a ship; everyone ought to
be prepared to take the helm. Henrik Ibsen

NOTES
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Chapter 4

Community Structure and Organization

The Community consists of parcels intended for the
exclusive use of the Owner and other occupants of such
parcel, as well as property that is intended for common
use. Units are grouped into Neighborhoods and Elec-
tien Districts to facilitate voting on Association mat-
ters. Units may be assigned to Service Areas to permit
the Association to provide special services and benefits
to and at the expense of particular areas of the Com-
munity.
4.1. Designations of Properties Com-
prising the Community

Units. The Governing Documents refer to

the hoines and home sites in the Community as
"Units." A Unit is a portion of the Community,
which may be independently owned and con-
veyed and is zoned or otherwise intended for
development, use, and occupancy as a residence
for a single family, and includes cach lot or unit
depicted in a recorded subdivision plat or a con-
The term "Unit" refers
to the land, if any, which is part of the Unit, as
well as to any structurcs or other improvements
on the Unit. The term "Unit" does not include
.common property of any Neighborhood Associa-
tion or property dedicated to the public.

dominium instrument.

Until such time as a subdivision plat or a con-
dominium instrument is recorded subdividing a
parce] of land into more than onc Unit, the par-
cel shall be deemed to contain the number of
Units designated for residential use for such par-
cel on the Master Plan or the Founder's site plan,
whichever is more rccent. Thercafter, the por-
tion encompassed by such plat or condominium
instrument shall contain the number of Units de-
termined as sct forth in the preceding paragraph.
Any portion not encompassed on such plat shall
continuc to be treated in accordance with this

paragraph.
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Common Area. Any property and facilities
that the Association owns or in which it other-
wisc holds possessory or use rights for the com-
mon use or benefit of more than one Unit is re-

' The Commeoen

ferred to as "Common Area.’
Arca also includes any property that the Associa-

tion holds under a Icase.

Limited Common Area. Certain portions of
the Common Area may be designated as "Lim-
ited Common Area" and assigned for the ex-
clusive use or primary benefit of one' or more
Units in specified portions of the Community.
Limited Common Areas might include such
things as cntry features, recreational facilities,
and landscaped medians and cul-de-sacs, among

other things.

The Founder may designate property as Lim-
ited Common Arca and assign it to particular
Units on the recorded plat depicting such prop-
erty, in the deed conveying such property to the
Association, or in a Supplement. At any time
during the Development and Sale Period, the
Founder may assign use of the samc Limited

Common Area to additional Units.

Area of Common Responsibility. All of the
propertics and facilities for which the Association
has responsibility under the Governing Docu-
ments, or for which the Association otherwise
agrees to assume responsibility, are collectively
referred to as the "Area of Common Respon-
sibility," regardless of ownership. The Arca of
Common Responsibility includes all of the
Common Area and may also include Units or
portions of Units and property dedicated to the
public, such as public rights-of-way. The initial
Arca of Common Responsibility is described in

Chapter 10.
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4.2, Neighborhoods

Units arc grouped into "Neighborhoods"
to facilitate a system of representative voting on
matters as to which the Governing Documents
requirc approval of the Association's member-
ship. A Neighborhood may be comprised of any
number of Units and may include Units of more
than one housing type, as well as Units that are
not contiguous to onc another. Each Neighbor-
hood will clect one "Voting Delegate” to cast the
votes allocated to Units in that Neighborhood on
matters requiring a vote of thc Owners, as de-
scribed in Chapter 5.

The Founder initially will assign Units to a
specific Neighborhood (by name or other identi-
fying designation) either in Exhibit "A™ or in a
Supplement. During the Development and Sale
Pcriod, the Founder may unilaterally record a
Supplement, or an amendment to this Charter or
any previously recorded Supplement, to desig-
nate or change Neighborhood boundaries.
Thereafter, the Board may amend this Charter or
any Supplement to re-designate Neighborhooéi
boundaries; however, the Board may not com-
bine two or morc existing Neighborhoods with-
out the consent of Owners of a majority of the

Units in the affected Neighborhoods.
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4.3. Election Districts

The Founder or the Board may designate
"Election Districts," consisting of the Units
within one or more Neighborhoods, for the pur-
pose of clecting directors to the Board. The By-
Laws sct forth the mcthod of cstablishing Elec-
The number of Election Districts
shall not excced the total number of dircctors on

tion Districts.

the Board. The purpose of Election Districts is to
provide for representation on the Board by
groups with potentially dissimilar interests and to
avoid a situation in which particular groups are
able to elect the entire Board duce to the number
of votes they represent.

Diagram 4.1 illustrates the Association's or-
ganizational structure and the manner in which
each Election District elects representatives to
the Board after the Founder Control Period.

4.4, Service Areas

Units may be part of onc or more "Service Ar-
eas" in which the Units share Limited Common
Areas or receive benefits or services from the
Association that it docs not provide to all Units
within the Community.

Bayside Community Association, Inc.

At
Large

Election
District 1

Board of Directors

Election
District 2

At Election
Large District 3

£

A

Election District 1
Voting Voting
Delegate Delegate

Election District 2

Voling
Delegate

Election District 3
Voting Voting
Delegate Delegate

0 0

Neighborhood 1 Neighborhood 2

) )

Owners Owners

0

Neighbarhood 3

T

Owners

0 0

Neighborhood 4 Neighborhood 5

0 0

Owners Owners

Diagram 4.1
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A Unit may be assigned to more than one
Service Arca, depending on thc number and
types of special benefits or services it receives. A
Service Arca may be comprised of Units of more
than one llousing type and may include Units that
arc not contiguous.

The Founder may initially designate Service
Arcas (by name or other identifying designation)
and assign Units to a particular Servicé Area ci-
ther in Exhibit "A" or in a Supplemcent. During
the Development and Sale Period, the Founder
may unilaterally amend this Charter or any Sup-
plement to change Scrvice Area boundaries.

In addition, the Board may, by resolution,
designate Service Arcas and assign Units to them
upon petition of Owners of at least 67% of the
Units affected by the proposed designation pur-
suant to Scction 11.2.

The Owners of Units within cach Service
Arca may elect a "Service Area Committee”
in accordance with the By-Laws to represent and
act on bchalf of the Owners with respect to the
services and bencfits that the Association pro-
vides to the Service Arca. References to Service
Areas in the Governing Documents shall also re-
fer to such Scrvice Area Committees, if appro-
priate from the context.

Chaos is the law qfnature; order is the dream
of men. Henry Adams

13
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Chapter 5

Association Membership and Voting Rights

The Association is an entity through which each
Owner can participate in the governance and admini-
stration of the Community. While many powers and
responsibilities are vested in the Board in order to_fa-
cilitate day-to-day management and operation, the
membership and voting rights vested in each Owner
allow the Owners to participate in administration of
the Community and influence the outcome of major
decisions.

5.1. Membership

The Association initially. has two classes of
membership: the Owner membership, which is
comprised of ali Owners, including Builders, and
the Founder membership, which consists solely
of the Founder.

(a) Owner Membership. Evcry Owner is
automatically a mcmber of the Association.
However, there shall be only one membership
per Unit. Thus, if a Unit has more than onc
Owncr, all co-Owners of the Unit shall share the
privileges of such membership, subject to reason-
ablc Board regulation and the restrictions on vot-
ing sct forth below and in the By-Laws. If an
Owner is a corporation, a partnership, or other
legal cntity, its membership rights may be cxer-
cised by any officer, director, owner, member,
sharcholder, partner, or trustee, or by an indi-
vidual the Owner designates from time to time in
a writing to the Association's Secretary, cxcept
that only the individuals residing in the Unit shall
be entitled to use any recrcational facilitics avail-
able for use by Owners.

(b) Founder Membership. The Founder
holds the sole Founder membership. The Foun-
der membership shall terminate two years after
cxpiration of the Founder Control Period, or on
such carlier date as the Founder determines and
declarcs in a recorded instrument,
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5.2.  Voting

Each Unit is assigned onc cqual vote; pro-
vided, during such time as there is a Founder
membership, no vote shall be exercised for Units
that the Founder owns. In lieu of voting, the
Founder's consent shall be required for various
actions of the Board, the membership, and com-
mittees, as specifically provided elscwhere in the
After the

membecrship terminates, the Founder shall con-

Governing Documents. Founder
tinuc to hold a membership as an Owner and
shall be entitled to one vote for cach Unit it
owns.

Due to the number of Units that may be de-
veloped in Bayside, the Governing Documents
provide for a reprcsentative system of voting.
‘The Owners of Units in each Neighborhood clect
a "Voting Delegate" and an alternative Voting
Delegate, in the manncr provided in the By-
Laws, to cast the votes of all Units in the
Ncighborhood on matters requiring a vote of the
membership, cxcept where the governing docu-
ments specifically require a vote of the Owners.
Howcver, until such time as thc Board first calls
for election of a Voting Dclegate for a particular
Ncighborhood, each Owner of a Unit in such
Neighborhood shall be considered a "Voting
Delegate” and may personally cast the vote allo-
cated to such Owner's Unit on any issuc requir-
ing a vote of the Voting Dclegates under the
Governing Documents.

The Voting Delegate or, in his or her absence,
the alternative Voting Delcgate, attends Associa-
tion mecetings and casts all votes allocated to
Units in the Neighborhood that he or she repre-
scnts on any matters as to which such Voting
Delegate is entitled to vote under the Governing
Documents. A Voting Delegatc may vote all

votes it is entitled to cast in its discretion and
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may, but nced not, poll the Owners of Units in
the Neighborhood which he or she represents
prior to voting. On any matter, other than clec-
tion of directors, for which a Voting Delegate is
cntitled to cast more than one vote, the Voting
Delegate may cast all such votes as a block or
split them but shall not be cntitled to fractional-
izc any single vote.

Voting Delegates are subordinate to the
Board, and their responsibility and authority does
not cxtend to policymaking, supervising, or oth-
crwise being involved in Association governance
beyond voting on matters put to a vote of the
membership.

In any situation where therc is more than onc
Owner of a Unit, the vote for that Unit shall be
cxcrcised as the co-Owners determine among
themsclves; provided, if more than one Person
sceks to excrcise the vote for a Unit, the last vote
cast or reccived shall constitute the vote for such
Unit.

(Good order is thefoundation qfaﬂ things.
Edmund Burke

NOTES
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PART TWO: COMMUNITY STANDARDS

The price qf greatness is responsibi]it].
Winston Churchill

16
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Chapter 6

Architecture, Landscaping, and Aesthetic Standards

Bayside derives its unique character from a mix of
compatible architectural styles and from the coopera-
tion of ail Builders and Owners in upholding minimum
This
chapter explains how those standards are established

design, Iandscaping, and aesthetic standards.

and how they are applied and maintained through a
process requiring prior approval for constructian on and

exterior modifications to improvements on the Units. -

6.1. General

All site work, landscaping, structures, im-
provements, and other items placed on a Unit in
a manner or location visible from outside of any
cxisting structurcs on the Unit ("Improve-
ments") arc subject to standards for design,
landscaping, and acsthetics ("Design Guide-
lines") and the approval procedures sct forth in
this chapter, cxcept as this chapter or the Design
Guidclines may otherwise specify.

No prior approvai is nccessary to rcpaint the
exterior of structures on any Unit using the most
recently approved color scheme or to rebuild or
restore any damagcd structures on a Unit in a
manner consistent with the plans and specifica-
tions most recently approved for such structures.
Generally, no approval is required for work done
to the interior of a structure; however, modifica-
tions to the interior of screencd porches, patios,
and any other portions of a Unit visible from out-
side a structure may require prior approval.

Any dwelling constructed shall be designed by
and built in accordance with the plans and speci-
fications of a licensed architect unless the Foun-
der or its designee otherwise approves.

Approval under this chapter is not a substitute
for any approvals or reviews required by Sussex
County or any municipality or governmental
agency or entity having jurisdiction over architec-
tural or construction matters.
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This chapter shall not apply to the Founder's
design and construction activities or to the Asso-
ciation's activities during the Founder Control
Period.

6.2. Design Review Authority

ﬁlnidaﬂy, the Founder revicws applications
for proposed Improvements and determines
whether they should be approved. Thercafter,
the Board of Dircctors will appoint a Design Re-
view Committee to review applications for pro-
posed improvements. The Founder or the De-
sign Review Committec is referred to as the
"Reviewer." The Reviewer sets fees for review-

ing applications.

(a) Founder. Thc Founder has exclusive au-
thority to review and act upon all applications for
review of proposed Improvements until the later
of (i) the expiration of the Devclopment and Sale
Period, or (ii) such time as all Homes planncd for
the property described in Exhibits "A" and "B"
have been improved with dwellings for which a
certificate of occupancy has been issued. The
Founder may designate one or more persons to
act on its behalf in reviewing any application. In
revicwing and acting upon any request for ap-
proval, the Founder and its designee act solely in
the Founder's interest and owe no duty to any
other Person.

From time to time, the Founder may delegate
any or all of its rights under this chapter to other
Persons or committee, incIuding the committee
appointed pursuant to Section 6.2(b). Any such
delegation shall be in writing, shall specify the
scope of responsibilitics delegated, and shall be
subject to (i) the Founder's right to revoke such
delegation at any time and reassume its prior
control, and (ii) the Founder's right to veto any
decision that it determines to be inappropriate or

inadvisable. So long as the Founder has any
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rights under this chapter, the jurisdiction of oth-
ers shall be limited to such matters as the Foun-

der spcciﬁcally delegates,

(b) Design Review Committee. Upon the
-Foundcr's delcgation of authority pursuant to
Scction 6.2(a), or upon cxpiration or termination
of the Founder's rights under this chapter, the
Board shall appoint a Design Review Committee
("Design Review Committee" or "DRC") to
assumic jurisdiction over matters within the scope
of the delegated authority or this chapter, as ap-
plicable. The DRC shall consist of at least threc,
but not morc than five, persons, who shall serve
and may be removed and replaced in the Board's
discretion. DRC members need not be Owners
or representatives of Owners.  The DRC may,
but nced not, include architects, cngineers, or
similar professionals. The Association may com-
pensate DRC members in such manner and
amount, if any, as the Board may determine ap-
propriate.

Until expiration of the Founder's rights under
this chapter, the DRC shall notify the Founder in
writing within threc business days of any action
(i.e., approval, partial approval, or disapproval} it
takes under this chapter. A copy of the applica-
tion and any additional information the Founder
may require shall accompany the notice. The
Founder shall have 10 business days after receipt
of such notice to veto any such action, in its dis-
cretion, by written notice to the DRC.

Unless and until such time as the Founder
delegates all or a portion of its reserved rights to
the DRC or the Founder's rights under this chap-
ter terminate, the Association shall have no juris-
diction over architectural matters. However, the
Association may cnforce the provisions of this
chapter and the Design Guidclines.

(<) Beviewer. For purposes of this chapter,
the entity having jurisdiction in a particular casc
shall be referred to as the "Reviewer."
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(d) Fees; Assistance. The Revicwer may cs-
tablish and charge rcasonable fces for its review
of app]ications and may rcquirc that such fecs be
paid in advance. Such fees may also include rea-
sonable costs incurred in having professionals
review any application. The Board may include
the compensation of such persons in the Associa-
tion's annual operating budget.

6.3. Guidelines and Procedures

ﬁ'ﬂle purpose of the Design Guidclines is
to maintain character and quality of appearance
for the Improvements within the community and
to ensurc that lmprovcmcnts arc constructed in
an orderly manner. The Design Guidelines may
describe what types of building matcrials and de-
sign elements arc preferred and others that are
discouraged. The Design Guidclines also provide
a specific procedure for submitting applications
for proposed Improvements and describe how to
carry out the construction of the Improvements
once approval has been granted.

(a) Design Guidelines. The Founder may
prepare the initial Design Guidelines, which may
contain general provisions applicable to all of
Bayside as well as specific provisions that vary
among uscs, housing types, or locations within
the Community. The Design Guidelines arc in-
tended to provide guidance to Owners and con-
tractors regarding matters of particular concern
to the Reviewer. The Design Guidelines arc not
the exclusive basis for the Reviewer's decisions,
and compliance with the Design Guidelines does
not guarantee approval.

The Founder has sole and full authority to
amend the Design Guidelines for so long as it has
The
Founder's right to amend the Design Guidelines
shall continue even if it delegates reviewing au-
thority to the DRC, unless the Founder also dele-
gates the power to amend to the DRC. Upon
termination or delegation of the Founder's right
to amend, the DRC may amend the Design
Guidelines with the Board's consent.

review authority under Section 6.2(a).
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Amendments to the Design Guidelines shall
be prospective only. They shall not require
modifications to or removal of any structures
previously approved once the approved construc-
tion or modification has begun. Howecver, any
ncw work on such structurcs must comply with
the Design Guidelines, as amended. There shall
bc no limitation on the scope of amendments to
the Design Guidelines, and such amendments
may remove requirements previously imposed or
othcrwise make the Design Guidelines less re-
strictive,

The Reviewer shall make the Design Guide-
lines available to Owners and their contractors
upon request. In the Founder's discretion, such
Design Guidclines may be recorded, in which
event thc recorded version, as it may be
amended from time to time, shall control in the
cvent of any dispute as to which version of the
Design Guidelines was in cffect at any particular
time.

(b) Procedures. Unlcss the Design Guide-
lines provide otherwise, no activitics described
within the scope of this chapter (as described in
Scction 6.1) may begin on any portion of the
Community until a written application is submit-
tcd to and approved by the Reviewer. The appli-
cation must be accompanied by plans and spccili-
cations showing sitc layout, structural design,
exterior elevations, exterior materials and colors,
landscaping, drainage, exterior lighting, irriga-
tion, and other features of proposed construc-
tion, and such other information as the Reviewer
or the Design Guidelines require.

In reviewing cach application, the Reviewer
may consider any factors it decms relevant, in-
cluding, without limitation, harmony of the pro-
poscd cxternal design with surrounding struc-
tures and environment. Decisions may be based
on purcly acsthetic considerations. Each Owner
acknowledges that such determinations arc
purciy subjcctivc and that opinions may vary as to
the dcsirability and/or attractiveness of particular
Improvements.
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The Revicwer shall have the discretion to
make final, conclusive, and binding determina-
tions on matters of aesthetic judgment, and such
determinations shall not be subject to Chapter
19, nor shall they be subject to judicial review so
long as they are made in good faith and in accor-
dance with required procedures.

The Reviewer shall make a determination on
cach application after reccipt of a completed ap-
plication with all required information. The Re-
viewer may permit or require that an application
be submitted or considered in stages, in which
case a final decision shall not be required until
The Re-
viewer may (i) approve the application with or
without conditions; (ii) approve a portion of the

after the final, required submission.

application and disapprove other portions; or (iii)
disapprove the application.

The Revicwer shall notify the applicant in
writing of the final determination on any applica-
tion no later than 30 business days after its re-
ccipt of a completed application and all required
submissions; however, with respect to any DRC
determination subject to the Founder's veto right
under Section 6.2(a), the Reviewcr shall notify
the applicant of the final determination within 40
business days after its reecipt of the final deter-
mination and all required submissions.

If the Revicwer fails to respond in a timely
manner, approval shall be deemed given. How-
ever, no approval, whether expressly granted or
decemed granted, shall be inconsistent with the
Design Guidelines unless a written variance has
been granted pursuant to Scction 6.5.

As part of any approval, the Reviewer may
require that construction commence within a
specified time period. If construction does not
commence within the required period, the ap-
proval shall expire, and the Owner must reapply
for approval bcfore commencing any activities.
Once construction is commenced, it shall be dili-
gently pursucd to completion. All work shall be
completed within onc ycar of commencement
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unless otherwise specified in the notice of ap-
proval or unless the Reviewer, in its discretion,
grants an cxtension in writing. If approved work
is not complcted within the required time, it
shall be considered nonconforming and shall be
subject to enforcement action by the Association,
Founder, or any aggricved Owner.

The Revicwer may cxempt certain activitics
from the application and approval requircments
of this chapter, if such activitics arc undertaken in
compliance with the Dcsign Guidelines and the
Community-Widc Standard.

(c) Appeals Process. After the Board's ap-
pointment of the DRC, an applicant may appeal
disapprovals of application to the Board. To re-
quest an appeal, the applicant must submit to the
Association's Secretary, no later than 15 days af-
ter the delivery of the notification of disapproval,
a copy of the original application, the notification
of the disapproval of the application, and a letter
requesting revicw of the decision. The appeal
request shall also contain a response to any spe-
cific concerns or recasons for disapproval, if any,
listed in the notification of disapproval. The
Board may (i) affirm the DRC's decision, (ii) al-
firm a portion and overturn a portion of the
DRC's decision, or (iii) overturn the DRC's deci-
sion. The Board shall notify the applicant and the
DRC in writing of its dccision no later than 30
days after its receipt of the request for appeal
with all required information. The Board's deci-
sion shall include a description of its rcasons for
overturning the DRC's decision. During the ap-
peal process the Owner shall not commence any
work requiring approval hereunder.

6.4, No Waiver of Future Approvals

The people reviewing applications under this
chapter will change from time to time, and opin-
ions on aesthetic matters, as well as interpreta-
tion and application of the Dcsign Guidehnes,
may vary accordingly. [t may not always be pos-
sible to i(lcntify objectionable features until work
is completed. In such cases, the Reviewer may
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require that objcctionable features be corrected
or it may elect not to require changes to objec-
tionable features; provided, the Reviewer may
not require the removal of features or improve-
ments constructed in conformance with plans
which it previously has approved. However, the
Reviewer may refusc to approve similar propos-
als in the futurc. Approval of applications or
plans shall not constitute a waiver of the right to
withhold approval as to any similar applications,
plans, or other matters subsequently or addition-
ally submitted for approval.

6.5. VYariances.

ﬁ In somc circumstances, an Owner may
find it difficult or impossible to comply with one
or more requircments of the Design Guidelines.
In that case, thc Owner can filc a request with
the Reviewer to be excused from complying with
such requircments, The Revicwer has the discre-
tion to grant or deny the request.

The Reviewer may authorize variances from
compliance with any of the Design Guidelines
and any procedurcs when circumstances such as
topography, natural obstructions, hardship, or
acsthetic or cnvironmental considerations justify
such a variance or if the Reviewcr otherwise rea-
sonably dccms a variance to be appropriate under
the particular circumstances; however, the Re-
viewer shall under no circumstances be obligated
to grant variances. No variance shall (a) be cffec-
tive unless in writing; (b) be contrary to this
Charter; or (c) prevent the Reviewer from deny-
ing a variance in other circumstances, A variancc
requires the Founder's written consent during the
Devclopment and Sale Pcriod and, thercafter,
requires the Board's written consent.

6.6. Limitation of Liability

This chapter establishes standards and proce-
dures as a mechanism for maintaining and en-
hancing the overall acsthetics of the Community;
they do not creatc any duty to any Person. Re-
vicw and approval of any application pursuant to
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this chapter may be based purcly on aesthetic NOTES
considerations. The Reviewer is not responsible

for the structural integrity or soundness of ap-

proved construction or modifications, for com-

pliance with building codes and other govern-

mental requirements, or for ensuring that all

dwellings are of comparablc quality, valuc, size,

or design, or are acsthetically pleasing or other-

wisc acceptable to other Owners.

The Founder, the Association, its officers, the
Board, any committee, and any member of any of
the foregoing shall not be liable for (a) soil condi-
tions, drainage, or other general site work; (b)
any defects in plans revised or approved here-
under; (c) any loss or damage arising out of the
action, inaction, integrity, financial condition, or
quality of work of any contractor or its subcon-
tractors, cmployees, or agents, whether or not
the Founder has approved or featured such con-
tractor as a Builder; or (d) any injury, damages,
or loss arising out of the manner or quality or
other circumstances of approved construction on
or modifications to any Unit. In all matters, the
Association shall defend and indemnify the
Board, the DRC, and the members of each as
provided in the By-Laws.

6.7. Certificate of Compliance

Any Owner may request in writing that the
Reviewer issue a certificate of compliance certi-
fying that there are no known violations of this
chapter or the Design Guidelines. The Associa-
tion shall cither grant or deny such written re-
quest within 30 days after receipt and may charge
a rcasonahlc administrative fee. Issuance of such
a certificate shall prevent the Association from
taking enforcement action against an Owner for
any condition known to the Association on the
date of such certificate.

We shape our buﬂa’ings and our
buildings shape us. Winston Churchill
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Chapter 7

Maintenance, Repair, and Replacement

One of the benefits of owning property in a planned
community is the commitment among neighbors to
maintain their property in a neat, attractive, and well-
landscaped condition to enhance the overall beauty and
aesthetic appeal of the community. This chapter de-
scribes the Owners' responsibilities for maintenance and
repair of their Units and for insuring their Units
against property damage so that funds will be available

for repair and restoration if needed.

7.1. Maintenance of Units

Each Owner shall maintain his or her Unit,
including all structurcs, landscaping, and other
improvements comprising the Unit, in a manner
consistent with the Governing Documents and
thc Community-Wide Standard, unless such
maintenance responsibility is otherwise assumed
by or assigned to the Association or a Neighbor-
hood Association pursuant to this Charter, any
Supplement, or by law.

Each Owner also shall be responsible for
maintaining the landscaping, other than trees,
within that portion of any adjacent Common
Area, public right-of-way, or private street lying
between the Unit boundary and any wall, fence,
or curb located on the Common Arca, public
right-of-way, or private strect within 10 feet of
the Unit boundary, unless maintained by the As-
sociation or a Ncighborhood Association pursuant
to this Charter, any Supplement, or by law.

However, Owners

may not rcmove trecs,
shrubs, or similar vegetation from this arca with-

out prior approval pursuant to Chapter 6.

7.2.  Maintenance of Neighborhood As-

sociation Property

A Ncighborhood Association shall maintain its

" common property and any other property for
which it has maintenance responsibility in 2 man-
ner consistent with the Governing Documents,
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the Community-Wide Standard, and all applica-
ble covenants,

Any Neighborhood Association shall also be
responsible  for maintaining  the landscaping,
other than trecs, and for irrigating all landscaping
within that portion of any adjacent common
property, public right-of-way, or privatc strect
lying between the Unit boundary and any wall,
fence, or curb located on the common property,
public right-of-way, or private strect within 10
feet of the Unit boundary. A Neighborhood As-
sociation may not remove trees, shrubs, or simi-
lar vcgetation from this arca without prior ap-
proval pursuant to Chapter 6.

The Association may assume maintenance re-
sponsibility for property in any Neighborhood
Association, either upon dcsignation of the
Neighborhood Association as a Scrvice Arca pur-
suant to Scction 4.4 or upon the Board's deter-
mination, pursuant to Chapter 9, that the level
and quality of maintenance then being provided is
not consistent with the Community-Wide Stan-
dard. The Association nced not trcat all similarly
situated Neighborhood Associations the same.

7.3. Maintenance of Area of Common

Responsibility

The Association shall maintain the Arca of
Common Responsibility as morc particularly de-
scribed in Section 10.2.

7.4, Responsibility for Repair and Re-

placement

Unless otherwise specifically provided in the
Governing Documents or in other instruments
creating and assigning maintenance responsibil-
ity, responsibility for maintenance shall include
responsibility for repair and replacement neccs-
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sary to maintain the property to a level consistent
with the CommunitykWidc Standard.

Each Owner shall carry property insurance for
the full replacement cost of all insurable im-

provements on his or her Unit, less a reasonable -

deductible, unless cither a Neighborhood Asso-
ciation (if any) or the Association carries such
insurance (which thcy may but arc not obligated
to do). If the Association assumes responsibility
for insuring a Unit, the premiums for such insur-
ance shall be levied as a Service Arca Assessment
or a Specific Asscssment against the benefited
Unit(s) and the Owner(s). The Association is not
obligatcd to, but may in the Board's discretion,
institute requircments or procedurcs designed to
verify each Owner's compliance with thic above
insuranee requirement. In any event, however,
the Association shall not be liable to any party for
any costs or damages relating to or arising out of
any failurc of any Owner to carry the property
insurance required under this paragraph.

Within threec months of any damage to or de-
struction of a structurc on a Unit, the Unit's
Owner shall promptly repair or reconstruct the
Unit in a manner consistent with the original
construction or such other plans and specifica-
tions as arc approved pursuant to Chapter 6,
unless the Board, in its discretion, agrees to ex-
tend such period. The Owner shall pay any costs
that insurance proceeds do not cover.

Additional recorded covenants applicable to
any Neighborhood Association or Service Areca
may cstablish additional insurance requircments
and more stringent standards for rebuilding or
reconstructing structures on Units and for clear-
ing and maintaining the Units in the event the
structures arc not rebuilt or reconstructed.

This scction shall apply to a Neighborhood
Association with respect to common elements or
common property within the Neighborhood in
the samc manner as if the Neighborhood Associa-
tion was an Owner and the common clements or
common property was a Unit.
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7.5.  Maintenance and Repair of Party

Walls and Similar Structures

Except as may otherwisc be provided by law,
a writtcn agreement between Owners of adjacent
Units, a Supplement, or other recorded docu-
ments applicable to adjacent Units:

(a) Each wall, fence, driveway, or similar
structure built as part of the original construction
on the Units that scrves and/or separatcs any two
adjoining Units shall be considered a party struc-
ture. The cost of rcasonable repair and mainte-
nance of a party structure shall be shared equally
by the Owncrs who share the party structure.

(b) If a party structure is destroyed or dam-
aged by firc or othcr casualty, then to the extent
that such damagc is not covered by insurance and
repaired out of the proceeds of insurance, any
Owner whose Unit is served by the structure
If other Units thercafter are
served by the structure, the Owners of such

may restore it.

Units shall contribute to the restoration cost in
cqual proportions. However, such contribution
will not prejudice the right to call for a larger
contribution from the others under any rule of
law regarding liability for negligent or willful acts
or omissions.

(c) The right to and the obligation of contri-
bution for party walls and similar structures be-
tween Owners, as provided in this scction, shall
be appurtenant to the land and shall pass to such
Owner's successors-in-title.

(d) To the extent not inconsistent with the
provisions of this section, the gencral rules of law
regarding party walls and liability for property
damage due to negligence or willful acts or omis-
sions shall apply to any party structurc. Any dis-
pute concerning a party structure shall be subject
to the provisions of Chapter 19.
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Chapter 8

Use and Conduct

In order to maintain a residential environment that
encourages respect for and courtesy among neighbors
and minimizes the potential for disputes, this chapter
sets_forth basic standards regarding use, occupancy and
transfer of interests in Units. In addition, It provides a
procedure by which the Board and the membership can
adopt and change rules regulating use, conduct, and
activities within the Community to address particular

needs and desires of the Community over time.

8.1. Use, Occupancy, and Transfer of

Interests in Units

(2) Residential and Related Uses. Units
may be used only for residential and related pur-
poscs, cxcept as the Founder may otherwise au-
thorizc with respect to construction, marketing,
and salc activities of the Founder and Builders it
designates. A business activity shall be consid-
cred "related" to a residential use and thus per-
mitted under this section only if conducted by a
person or persons residing in the Unit and only if
the business activity:

(i) is not apparcnt or detectable by
sight, sound, or smecll from outside of a permit-
ted structure;

(i) complies with applicable zoning
requircments;

(ili) does not involve regular visitation
of the Unit by employecs who do not reside in
the Unit, clients, customers, supplicrs, or other
business invitecs, or door-to-door solicitation
within the Community; and

(iv) is consistent with the Community's
residential character and does not constitute a
nuisance or a hazardous or offensive use, or
threaten the sccurity or safety of others, as the
Board determincs in its discretion.
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The Board may exercisc its discretion in de-
termining the application of and compliance with
thesc restrictions as they apply to particular uses
and activities.

"Business” shall have its ordinary, generally
accepted mecaning and shall include, without limi-
tation, any occupation, work, or activity under-
taken on an ongoing basis which involves provid-
ing goods or services to Persons other than the
family of the producer and for which the pro-
ducer reccives a fee, compensation, or other
form of consideration, regardless of whether (i)
such activity is engaged in full or part time; (ii}
such activity is intended to or docs generate a
profit; or (iii) a licensc is required.

Leasing a Unit for residential purposes shall
not be considered a "business" within the mean-
ing of this subscction, provided that the Owner
and any other Owners with whom such Owner is
affiliated do not collectively lease or offer for
lease Unit(s) other than thcir Units) at any time.
This provision shall not preclude an institutional
lender from leasing a Unit upon taking title fol-
lowing forcclosurc of its sccurity intercst in the
Unit or upon acceptance of a deed in lieu of forc-
closurc.

{b) Leasing. For the purposcs of this Char-
ter, the terms "Lease™ and "Leasing" shall refer
to the regular, cxclusive occupancy of a Unit by
any Person other than the Owner, for which the
Owner receives any consideration or benefit.
Any dwclling that is leased shall be lcased only in
its entircty; scparatc rooms, floors, or other ar-
eas within a dwelling may not bec separatcly
lcased; however, a detached "in-law suite”" or
"gucst house” approved pursuant to Chapter 6
may be lcased scparate from the main dwelling.
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All leases for a term of more than 120
consecutive days shall be in writing and
shall disclose that the tenants and all oc-
cupants of the leased Unit are bound by
and obligated to comply with the Govern-
ing Documents. However, the Governing
Documents shall apply regardless of
whether such a provision is specifically
set forth in the lease,

Within 30 days of a lcase for a term of more
than 120 consecutive days bcing signed, the
Owner of the leased Unit shall notify the Board
or the Association's rhanaging agent of the lcasc
and provide any additional information the Board
may reasonably require. The Owner must give
the tenant copies of the Governing Documents.

In addition to, but consistent with this sub-
section, the Association or the Board miay adopt
Rules governing leasing and subleasing.

(c) Transfer of Title. Any Owner desir-
ing to scll or otherwise transfer title to his or her
Unit shall give the Board at least 30 days' prior
written notice of the name and address of the
purchaser or transferee, the date of such transfer
of title, and such other information as the Board
may reasonably require. The Person transferring
title shall continue to be jointly and severally re-
sponsible with the Person accepting title for all
obligations of the Owner, including assessment
obligations, until the date upon which the Board
receives such notice, notwithstanding the transfer
of title.

(d) Subdivision and Combination of Uni-
ts. No Person other than the Founder and Build-
ers authorized by the Founder shall subdivide or
change the boundary lines of any Unit or com-
bine Units without the Board's prior written ap-
proval. Any such action that the Board approves
shall be effective only upon recording of a plat or
other legal instrument reflecting the subdivision
or new boundarics of the affected Unit(s). In the
absence of such recorded instrument, adjacent
Units owned by the same Owner shall continue
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to be trcated as separate Units for purposes of
voting and assessment, cven though such Units
may be improved with a single dwelling (i.e., the
Owner of such adjacent Units shall be responsible
for the separate assessments for cach of such
Units).

(e) Timesharing. No Unit shall be used for
operation of a timesharing, fraction-sharing, or
similar program whereby the right to exclusive
use of the Unit rotates among participants in the
program on a fixed or floating time schedule over
a period of years, unless such program is ecstab-
lished by the Founder or with the Founder's prior
written approval.

8.2. Rulemaking Authority and Proce-

dures

ﬁ Since it is impossiblc to foresce all poten-
tial situations and problems that may arisc within
the community, thc Board and the Voting Dele-
gates have the authority to adopt and modify
rules as needed to address these changing circum-

stances.

The Governing Documents establish a frame-
work of covenants and conditions that govern the
Community. The initial Rules attached as Ex-
hibit "C" are a part of that framework. How-
ever, within that framework, the Association
must be able to respond to unforeseen issues and
changes affecting the Community. Therefore,
the Board and the Voting Dclegates arc author-
ized to change the Rules in accordance with the
following procedures, subject to the limitations
set forth in Section 8.3.

(a) Board Authority. Subject to the notice
requirements in Secction 8.2(c) and the Board's
duty to exercise judgment and reasonableness on
behalf of the Association and its members, the
Board may adopt new Rules and modify or re-
scind cxisting Rules hy majority vote of the dircc-
tors at any Board mecting.
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(b) Membership Authority. Subject to the
notice requirements in Scction 8.2(c), Voting
Declegates representing a majority of the votes in
the Association may also adopt new Rules and
modify or rescind existing Rules at any mceting
of the Association duly called for such purposc,
regardless of the manner in which the original
Rule was adopted. However, as long as the
Founder membership exists, any such action shall

also be subject to the Founder's approval.

(c) Notice. The Board shall send notice to
all Owners concerning any proposed Rule change
at lcast five busincss days prior to the mecting of
the Board or the Voting Delegates at which such
action is to be considercd. At any such mccting,
Voting Delegates shall have a reasonable oppor-
tunity to be heard before the proposed action is
puttoa votc.

This notice requircment does not apply to
administrative and operating policies that the
Board may adopt rclating to the Common Areas,
such as hours of operation of a recreational facil-
ity, speed limits on privatc roads, and the
method of allocating or reserving use of a facility
(if permitted) by particular individuals at particu-
lar timcs, notwithstanding that such policies may
be published as part of the Rules.

(d) Effective Date, A Rules change adopted
under this scction shall take cffect 30 days after
the date on which written notice of the Rules
change is given to the Owners.

(e) Conflicts. No action taken under this
section shall have the cffect of modifying or re-
pealing the Design Guidelines or any provision of
this Charter other than the Rules. In the event of
a conflict between the Design Guidelines and the
Rulcs, the Design Guidelines shall control. In
the event of a conflict between the Rules and any
provision of this Charter (exclusive of the Rules),
the Charter shall control,
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8.3. Protection of Owners and Others

Except as may be set forth in this Charter (ci-
ther initially or by amendment) or in the initial
Rules sct forth in Exhibit "C," all Rules shall
comply with the following provisions:

(a) Similar Treatment. Similarly situated
Units shall be trcated similarly; however, the
Rules may vary by Neighborhood, Service Area,
or housing typc.

(b) Displays. No Rule shall abridge an
Owner's right to display political, religious or
holiday symbols and decorations on his or her
Unit of the kinds normally displayed in single-
family residential neighborhoods, nor shall any
Rule regulate the content of political signs.
Howcver, the Association may adopt time, place,
and manncr restrictions with respect to signs,
symbols, and displays visible from outside struc-
turcs on the Unit, including rcasonable limita-
tions on size and numbecr.

Flags are generally permitted; provided, the
Board may adopt Rules pertaining to flags in ac-
cordance with the Community-Wide Standard.
In addition, Owners shall have the right to dis-
play onc United States {lag, measuring up to
threc feet by five fect, on a pole attached to the
exterior wall of the Unit or Common Arcas
proximatc to the Unit, This right may not be '
impaired by any state or private regulation or by
any agrcement, covenant, or restriction whatso-
cver. However, the Association may adopt rules
consistent with this paragraph.

(c) Household Composition. No Rulc shall
interfere with an Owner's freedom to determine
houschold composition, except that the Associa-
tion may impose and enforce reasonable occu-
pancy limitations and conditions based on Unit
sizc and facilities and its fair share use of the
Common Arca.

(d) Activities Within Dwellings. No Rule
shall interfere with the activities carried on
within a dwelling, except that the Association
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may prohibit activities not normally associated
with residential property. The Association may
also restrict or prohibit activities that create
monctary costs for the Association or other
Owners, that create a danger to anyonc's health
or safcty, that generate excessive noise or traffic,
that create unsightly conditions visible from out-
side the dwelling, or that are an unrcasonable
source of annoyance. The Association may not
prohibit the Founder from maintaining an office
in any dwelling which it owns or from using such
dwelling as a model and/or for sales and/or
marketing purposes.

(e) Allocation of Burdens and Benefits.
No Rule shall alter the allocation of financial bur-
dens among the various Units or rights to usec the
Commeon Arca to the detriment of any Owner
over that Owner's objection expressed in writing
to the Association. Nothing in this provision
shall prevent the Association from changing the
Common Area available, from adopting gencrally
applicable rules for use of Common Arca, or
from denying use privileges to those who are de-
linquent in paying asscssments, abusc the Com-
mon Arca, or violate the Governing Documents.
This provision does not affect the right to in-
crease the amount of asscssments as provided in
Chapter 13.

(f) Leasing and Transfer of Units. No
Rule shall prohibit leasing or transfer of any Unit
or require approval prior to leasing or transfer-
ring a Unit. The Rules may also requirc that
Owners usc Board-approved lease forms (or in-
clude specific lcasc terms), and may impose a
reasonable review or administrative fee in con-
ncction with the Board's review of a lease.,

(g) Abridging Existing Rights. No Rule
shall requirc that an Owner dispose of personal
property kept in or on a Unit in compliance with
the Rules in effect at the time such personal
property was brought onto the Unit. This cx-
cmption shall apply only during the period of
such Owner's ownership of the Unit and shall not
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apply to subsequent Owners who take title to the
Unit after adoption of the Rule.

(h) Reasonable Rights to Develop. No
Rule or action by the Association, the Board, or
the mcmbership shall impede the Founder's
rights to devclop or markct the Community or
impede the Founder's rights to scll, lease, or
transfer any portion of the Community.

(i) Interference with Easements. No Rule
may unrcasonably interfcre with the cxcreise of
any ecascment.

The limitations in Scction 8.3(a) through (g)
of this scction shall only limit rulemaking author-
ity exerciscd under Section 8.2; they shall not
apply to amendments to this Charter adopted in
accordance with Chapter 22.

8.4, Owners' Acknowledgment and No-

tice to Purchasers

By accepting a deed, each Owner ac-
knowledges and agrees that the use, en-
joyment, and marketability of his or her
Unit is limited and affected by the Rules,
which may change from time to time. All
Unit purchasers are hereby notified that
the Association may have adopted
changes to the Rules and that such
changes may not be set forth in a re-
corded document. A copy of the current
Rules and all administrative policies arc available
from the Association upon request. The Associa-
tion may charge a rcasonable fee to cover its re-
production cost.

Peace rules the day when reason rules the mind.
Wilkie Collins

NOTES
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Chapter 9

Compliance and Enforcement

The covenants, standards, and rules set _forth in the
Governing Documents are for the benefit of all Qwners
and occupants of the Community. However, if they are
to have any real meaning, there must be a commitment
by the Owners in the Community to comply with them
and there must be a mechanism in place to enforce that
compliance in the event that someone fails or refuses to
do so. This chapter sets forth the obligation to comply
and the remedies available to the Associationfor non-
compﬁance.

9.1. Compliahce

ﬁ All Owners and occupants of Units, as
well as their tenants, guests, and other visitors,
must abide by the Governing Documents and arc
subject to various penalties, including fines and
the loss of the right to use the Common Area if
they fail to do so.

Owners, occupants, and visitors to a Unit
must corﬁply with the Governing Documents and
shall be subject to sanctions for violations as dc-
scribed in this chapter. In addition, each Owner
shall be responsible for, and may be sanctioned
for, any violation of the Governing Documents
by the occupants, tenants, gucsts, or invitces of
his or her Unit and for any damage to the Area of
Common Responsibility that such person may
causc.

9.2. Remedies for Non—Compliance

The Association, the Founder, and cvery af-
fected Owner shall have the right to file suit at
law or in cquity to enforce the Governing Docu-
ments. In addition, the Board may imposc sanc-
tions for violation of the Governing Documents,
including those listed below and any others de-
scribed clsewherc in the Governing Documents.

(a) Sanctions Requiring Prior Notice and
Hearing. After written notice and an opportu-
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nity for a hearing in accordance with the By-
Laws, the Board may:

(i) imposc rcasonable monctary fincs,
which shall constitute a licn upon the violator's
Unit. In the cvent that any occupant, guest, or
invitce of a Unit violates the Governing Docu-
ments and 2 fine is imposed, the fine may, but
nced not, first be asscssed against the violator;
provided, if the finc is not paid by the vioclator
within the time period sct by the Board, the
Owncr shall pay the fine upon notice from the
Board;

(ii) suspend an Owner's right to vote
(except that no hearing is required if the Owner
is morc than 60 days delinquent in paying any
Base or Special Assessment);

(iif) suspend any Pecrson's right to usc
any Common Area facilitics (A) for any period
during which any charge against such Owner's
Unit remains delinquent, and (B) for a period not
to cxceed 30 days for a single violation or for a
longer period in the case of any continuing viola-
tion (except that no hearing is required if the
Owner is more than 60 days dclinquent in paying
any assessment or other charge owed the Associa-
tion); provided, nothing hercin shall authorize
the Board to limit ingress or egress to or from a
Unit;

(iv) suspend services the Association
provides (except that no hearing is required if the
Owner is morc than 60 days delinquent in paying
any asscssment or other charge owed to the As-
sociation);

(v) cxercise self-help or take action to
abate any violation of the Governing Documents
in a non-emcrgency situation (including remov-
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ing personal property that violates the Governing
Documents);

(vi) without liability to any Person, pre-
cludc any contractor, subcontractor, agent, cm-
ployce, or other invitce of an Owner who fails to
comply with the terms and provisions of Chapter
6, including the Design Guidelines, from con-
tinuing or performing any further activities in the
Community;

(vii) levy Specific Assessments to cover
costs the Association incurs in bringing a Unit
into complianee with the Community-Wide
Standard or other requirements under the Gov-
crning Documents; and

(viii) record a notice of violation with re-
spect to any Unit on which a violation exists.

In the case of continuing or repeated viola-
tions, only a single notice and opportunity for a
hearing is required prior to imposing any of the
above sanctions for cach violation.

(b) Other Sanctions. The Board may take
the following actions to obtain compliance with
the Governing Documents without prior notice
or a hearing:

(i) exercise self-help or take action to
abate a violation on a Unit in any situation which
requircs prompt action to avoid potential injury
or damage or involves unrcasonable inconven-
icnce to other persons or their property (specifi-
cally including, but not limited to, the towing of
vehicles that arc in violation of parking rules and
regulations);

(ii) exercise sclf-help or take action to
abate a violation on the Common Arca under any
circumstances;

(iii) requirc an Owner or Neighborhood
Association, at its own expense, to perform
maintcnance or to remove any structurc or im-
provemcnt on such Owner's Unit or on the

Ncighborhood Association's common elements or
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common property, respectively, that is in viola-
tion of the Community-Wide Standard or other
requirements under thc Governing Documents
and to restore the property to its previous condi-
tion;

(iv) enter the property and exercisc self-
help to remove or curc a violating condition if an
Owner or Neighborhood Association fails to take
action as required pursuant to subscction (iii)
above within 10 days after receipt of written no-
tice to do so, and any such entry shall not be
deemed a trespass; or

(v) bring suit at law for monetary dam-
ages or in equity to stop or prevent any violation,

or both.

(c) Additional Powers Relating to
Neighborhood Associations. In addition to the
foregoing sanctions, the Association shall have
the power to veto any action that a Neighbor-
hood Assoeiation proposcs to take if the Board
reasonably determincs the pr0posed action to be
adverse to the intercsts of the Association or its
members or inconsistent with the Community-
Wide Standard. The Association also shall have
the power to require specific action to be taken
by any Ncighborhood Association in conncction
with its obligations and responsibilities, such as
requiring spcciﬁc maintcnance or rcpairs or acs-
thetic changes to be cffectuated and requiring
that a proposed budget include certain items and
that expenditures be made thercfor.

A Ncighborhood Association shall take appro-
priatc action required by the Association in a
written notice within the reasonable time frame
If the
Neighborhood Association fails to comply, the
Association shall have the right to cffect such ac-
tion on behalf of the Neighborhood Association

set by the Association in the notice.

and to levy Spccific Asscssments to cover the
costs, as well as an administrative charge and
sanctions. A
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9.3. Board Decision to Pursue Enforce-
ment Action

It is cxpressly intended that the Board have
discretion to enforce or not enforce technical
violations of the Governing Documents based
upon fairness, hardship, aesthetic, or other con-
sidcrations, cxcept that the Board shall not act in
an arbitrary or capricious manner. For example,
the Board may dcterminc that, in a particular
casc:

(a) the Association's position is not strong
cnough to justify taking any or further action;

(b) the covenant, restriction, or rule being
enforced is, or is likely to be construcd as, incon-
sistent with applicable law;

(c) although a tcchnical violation may exist
or may have occurred, it is not of such a material
nature as to be objectionable to a reasonable per-
son or to justify expending the Association's re-
sources; or

(d) that it is not in the Association's best in-
terests, based upon fairness, hardship, expense,
or other rcasonable criteria, to pursue enforce-
ment action, .

A decision not to enforce a particular provi-
sion shall not prevent the Association from cn-
forcing the samc provision at a later time or pre-
vent the enforcement of any other covenant, re-
striction, or rule.

9.4. Attorneys Fees and Costs

In any action to cnforce the Governing
Documents, if the Association prevails, it shall be
entitled to recover all costs, including, without
limitation, attorneys fees and court costs, rea-
sonably incurred in such action.

9.5. Enforcement of Ordinances

Susscx County and any other public govern-
mental authority with jurisdiction may enforce
ordinances within the Community.
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Luck is the residue Qf design. Branch Riclze]
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PART THREE: ASSOCIATION OPERATIONS

We cannot escape the responsibi]it] Qf tomorrow bj evading it toda].
Abraham Lincoln
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Chapter 10

Property Management

One of the Association 's primary functions is mdin-
taining and operating property and facilities for the
common benefit of the Owners and residents of the
Community. This chapter establishes the Association's
obligation to accept property that the Founder desig-
nates as Common Area or Limited Common Area and to
maintain, operate, and insure it, along with certain

other properties, for the benefit of the Community.

10.1, Acceptance and Control of Associa-
tion Property

(a) Transfers and Conveyances by Foun-
der. The Founder and its designees may transfer
or convcy to the_ Association interests in real or
personal property within or for the benefit of the
Community, and the Association shall accept
such transfers and conveyances. Such property
may be improved or unimproved and may consist
of fec simple title, casements, lcases, licenses, or

other rcal or pcrsonal property intcrests.

Upon the Founder's written request, the As-
sociation shall reconvey to the Founder any rcal
property that the Founder originally conveyed to
the Association for no payment, to the extent
conveyed in error or nceded to make minor ad-
justments in property lines or accommodate
changes in the development plan.

(b) Management and Contrel. The Asso-
ciation is responsible for management, operation,
and control of the Common Area, subject to any
covenants sct forth in the deed or other instru-
ment transferring the property to the Associa-
tion. The Board may adopt reasonable rules
regulating the use of the Common Area. The
Association is prohibited from allowing and/or
cntering  into leases, licenses, or opcrating
agrcements with respect to portions of the
Common Arca for the purpose of conducting any

commercial activitics.
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10.2. Maintenance of Area of Common
Responsibility

The Association shall maintain the Areca of
Common Responsibility in accordance with the
Community-Wide Standard. ‘The Area of Com-
mon Responsibility includes, but is not limited
to:

(a) the Common Arca;

(b) landscaping of cach townhousc-style
Home and of each multifamily building, and
within public rights-ol-way within or abutting the
Community (except as maintaincd by an Owncr
or a Neighborhood Association in accordance
with Section 7.1 or 7.2) to the extent that re-
sponsible governmental authorities do not main-
tain it to the Community-Wide Standard;

(c) such portions of any additional property
as may be dictated by the Founder, this Charter,
any Supplement, or any covenant or agrcement
{or maintcnance entcred into by, or othcrwisc
binding on the Association; and

(d) any property and facilitics that the Foun-
der or any Founder Affiliate owns and makes
available, on a temporary or pcrmancnt basis, for
the primary use and enjoyment of the Association
and its members. The Founder shall identify any
such property and facilitics by written notice to
the Association, and they shall remain part of the
Arca of Common Responsibility until the Foun-
der revokes such privilege of usc and enjoyment
by written notice to the Association.

The Association shall also be responsible for
proper [unctioning of the stormwater drainage
system serving the Community, including main-
tenance, repair, and rcplacement, as nceded, of
pipes, culverts, and other structures and cquip-

ment comprising the systcm. It shall have no



Property Management

responsibility for landscaping or other mainte-
nance of Units burdened by stormwater drainage
cascments unless otherwise specifically sct forth
in a Supplement or in a recorded agrecment or
plat.

The Association may maintain other property
it does not own, including, without limitation,
Units or property dedicated to the public, or
property owned or maintained by a Neighbor-
hood Association, if the Board determines that
such maintenance is nccessary or desirable to
maintain the Community-Wide Standard. The
Association shall not be liable for any damage or
injury occurring on, or arising out of the condi-
tion of, property it does not own except to the
extent that it has been negligent in performing its
maintenance responsibilitics.

The Association shall maintain public roads in-
side and surrounding Bayside to the extent re-
quired under the terms of scparate agreemecnts
between the Founder and the Delaware Depart-
ment of Transportation. The Founder's mainte-
nance responsibilities and obligations under such
agrcements may be assigncd to the Association,

10.3. Discontinuation of Operation

The Association shall maintain the Common
Area facilities {other than Limited Common Arca
facilities) in continuous operation unless Voting
Declegates representing at least 75% of the total
votes in the Association consent in writing to dis-
continue such operation. If the property is Lim-
ited Common Arca, any discontinuation shall
require the approval of the Board and the ap-
proval in writing of Owners representing at lcast
75% (or such higher percentage as a Supplement
may require) of the Units to which such Limited
Common Arca is assigned. During the Devel-
opment and Sale Period, the Founder's consent is
required to discontinue operations of Common
Areas. This Scction shall not apply to restrict the
Board's ability to cstablish reasonable operating
hours, which may vary by scason, nor to pre-
clude temporary closures or interruptions in op-
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eration as the Board may determine appropriate
to pcrform maintcnance or rcpairs.

10.4. Restoring Damaged Improvements

In the event of damage to or destruction of
portions of the Area of Common Responsibility
for which the Association has insurance responsi-
bility, the Board or its duly authorized agent shall
file and adjust all insurance claims and obtain re-
liable and detailed estimates of the cost of repair-
ing or restoring the property to substantially its
condition prior to the damage, allowing for
changcs or improvements necessitated by changes

in app]icabic building codes.

The Association shall repair or reconstruct
damaged Common Arca improvements (other
than Limited Common Area improvements)
unless the Founder, during the Development and
Sale Period, and Voting Delegates representing at
least 75% of the total votes in the Association,
decide within 60 days after the loss not to repair
or reconstruct. If the damage is to Limited
Common Area, any decision not to restore the
damaged improvements shall require the ap-
proval of the Board, Owners representing at lcast
75% of the Units to which such Limited Com-
mon Arca is assigned, and the Founder (during
the Development and Sale Period). If either the
insurance proceeds or estimates of the loss, or
both, are not available to the Association within
such 60-day period, then the period shall be ex-
tended until such funds or information are avail-
able. No Mortgagec shall have the right to par-
ticipate in determining whether the damage or
destruction to the Common Area shall be re-
paired or reconstructed.

ﬁ'ﬂu’s provision ensures that desirable
Common Areca improvements will be replaced if
destroyed, hut it also makes it possible not to re-
pair or rebuild if the Owners who benefit from
the Common Area prefer not to rebuild.

If a decision is made not to restore the dam-
aged improvements and no alternative improve-
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ments arc authorized, the affected property shall
be cleared of all debris and ruins and thercafter
shall be maintained by the Association in a neat
and attractive condition consistent with the
Community-Wide Standard.

The Association shall retain for the benefit of
all Owners, or the Owners of Units within the
affected Scrvice Arca, as the Board deems appro-
priatc, any insurance procceds remaining after
paying the costs of repair or reconstruction or
after such scttlement as is necessary and appro-
priate. This is a covenant for the benefit of
Mortgagees and may be cnforced by the Mort-
gagec of any affected Unit.

If insurance procceds are insufficient to cover
the costs of rcpair or rcconstruction, the Board
may, without a votc of the Voting Delegates,
levy Special Asscssments to cover the shortfall
against those Owners responsible for the premi-

ums for the applicable insurance coverage under
Scction 12.4.

10.5. Relationships with Other Properties

The Association may contract with thc owner
of any neighboring property to provide for shar-
ing of costs associated with (a) maintcnance and
operation of mutually beneficial propertics or
facilitics, or (b) provision of mutually beneficial
services.

When you do the common things in life in an
uncommon way, you will command the atten-

tion gfthe world.
George Washington Carver
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Chapter 11

Provision of Services

In addition to its property management role, the
Association is a vehicle for providing a variety of ser-
vices for the benefit of the Community at large and
individual Units. This chapter describes some of the
services the Association may provide and the mechanism
by which it may provide varying levels and types of
services to different areas of the Community.

11.1. Provision of Services to Units

The Association may arrange for or provide
scrvices to Owners and their Units, dircetly or
through contracts with the Founder or other
third partics. The Association may enter into
bulk scrvicc agrecements by which a particular
scrvice is provided to all Units, or it may offer
various scrvices at the option of cach Owner, or
both. By way of example and not limitation,
such services might include such things as cable
telcvision, utilitics (including propanc and wa-
ter), security, trash collection, landscape mainte-
nance, pest control, caretaker services, Commu-
nity Systems (as described in Section 11.3), and
other technology services.

The Association may charge usc fees for any
such services or the Board may include the cost of
scrvices in the Association's Common Expense
budget and assess it as part of the Base Assess-
ment, if provided to all Units. If services are
provided to less than all of the Units, the Associa-
tion may asscss such costs as a Service Area As-
sessment or a Specific Asscssment, as appropri-
ate, against only those Units being provided such
service.

Any Association contract for services may rc-
quire individual Owners or occupants to execute
scparate agreements dircctly with the Persons
providing components or scrvices in order to
gain access to or obtain spcciﬁcd services. Such
contracts and agreements may contain terms and
conditions that, if violated by the Owner or oc-
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cupant of a Unit, may result in termination of
services provided to such Unit. Any such termi-
nation shall not relieve the Owner of the con-
tinuing obligation to pay assessments for any por-
tion of the charges for such service that arc as-
sessed against the Unit as a Common Expense or
Service Area Expense pursuant to Chapter 13.

Nothing in this section shall be construed as a
representation by the Founder or the Association
as to what, if any, services shall be provided. In
its discretion, the Board may discontinuc offering
particular services and may modify or cancel ex-
isting contracts for services, subject to the con-
tract terms and any provision that may exist
clscwhere in the Governing Documents requiring
the Association to provide such services.

11.2. Provision.of Services to Service Ar-
eas

(a) Service Areas Designated by Founder.
The Association shall provide services to Units
within any Service Area designated by the Foun-
der pursuant to Section 4.4 as required by the
terms of this Charter or any Supplement applica-
ble to the Service Area.

(b) Service Areas Designated by Board.
In addition to Service Arcas which the Foundcr
may designate pursuant to Scction 4.4, any group
of Owners may petition the Board to designate
their Units as a Service Area for the purpose of
receiving from the Association (i) special bencfits
or services which are not provided to all Units,
or (i) a higher level of service than the Associa-
tion otherwise provides. Any such petition shall
be signed by Owners of a majority of the Units
within the proposed Service Area. Upon receipt
of such petition, the Board shall investigate the
terms upon which the requested benefits or ser-
vices might be provided and notify the Owners in
the proposed Service Area of such terms and the
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initia} fees for providing the requested scrvice,
which may include a rcasonable administrative
charge. If Owners of at lcast §7% of the Units
within the proposed Service Arca approve the
proposal in writing, the Board shall designate the
Units as a Scrvice Arca and include the fecs for
such scrvice as a line item in the Service Area
budget pursuant to Section 13.2(c).

11.3. Community Technology

(a) Community Systems. Without limiting
the generality of Sections 11.1 and 11.2, and sub-
ject to the Founder's rights under Section 19.7,
the Association is specifically authorized to pro-
vide, or to enter into contracts with other Per-
sons to provide, or to take assignment [rom the
Founder and assume contracts with other Persons
to provide, central telecommunication receiving
and distribution systems (e.g., cable television,
high speed data/Internet/intranet scrvices, and
security monitoring) and related components,
including associated infrastructure, equipment,
hardware, and software, to serve the Community
("Community Systems"). Any such contracts
may provide for installation, operation, manage-
ment, maintenance, and upgrades or modifica-
tions to the Community Systems as the Board
determines appropriate,

The Association shall have no obligation to
utilize any particular provider(s) and the Board is
specilically authorized to act in its discretion with
respect to the type and cxtent of Community
Systems offered. However, cxcept for cause (as
defined by written agrcement with the provider),
the Association may not, without the Foundcr's
conscnt, terminate or refuse to rencw any con-
tract cntered into during the Founder Control
Period.

The Association may charge use fecs for any
of the Community Systems or the Board may
include the cost of Community Systems in the
Association's Common Expense budget and assess
it as part of the Base Asscssment, if provided to
all Units. If services arc provided to less than all
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of the Units, the Association may assess such
costs as a Service Arca Assessment or a Specific
Asscssment, as appropriate, against only thosc
Units being provided such service.

(b) Opportunities for Community Interac-
tion. ‘The Association may make use of com-
puters, the Internct, and cxpanding technology
to facilitate community interaction and encour-
age participation in Association activities, For
cxample, the Association may Sponsor a commu-
nity cable television channel, create and maintain
a community intranct or Internet home page,
maintain an "online" newsletter or bulletin
board, and offer other technology-related ser-
vices and opportunities for Owners and residents
to interact and participate in  Association-
sponsored activitics, Unless otherwise specifi-
cally prohibited in the Governing Documents,
the Association may send notices by electronic
means, hold Board or Association mectings and
permit attendance and voting by electronic
means, and send and collect assessment and other

invoices by clectronic means.

I think there is @ world market  for ma]be  five
computers.

Thomas Watson, Chairman of IBM, 1943

NOTES



503106 167

l

Chapter 12

Association Insurance

The Association is responsible for insuring against
various types of risks, including property damage, per-
sonal injury, and liability. This chapter describes the
minimum types and amounts of coverage that the Asso-
ciation must obtain, the specific requirements Jfor such
policies, and the handling of deductibles and premiums

_for such insurance.

12.1. Required Coverages

The Association shall obtain and maintain in
cffect the following insurance coverage, if rea-
sonably available, or if not reasonably available,
thc most nearly equivalent coverage as is rea-
sonably available:

(2) Blanket property insurance covering
"risks of dircct physical loss" on a "special form"
basis (or comparable coverage by whatever name
denominated as typically purchased by propertics
of siinilar busincss size and scope within the same
geographical area), for all insurable improve-
mcents on

(i) the Common Area;

(il) other portions of the Area of Com-
mon Responsibility, to the cxtent that the Asso-
ciation has responsibility for rcpair or replace-
ment in the event of a casualty; and

(iii} any Service Arca, to the extent
specilied or authorized by any applicable Sup-
plement,

If such coverage is not generally available at
rcasonable cost, then "broad form" coverage may
be substituted. The limits of Association prop-
erty insurance policies shall be sufficient to cover
the full replacement cost of the insured im-
proveincnts under current building ordinances
and codes.
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(b) Commercial general liability insurance
on the Area of Common Responsibility, insuring
the Association and its Members for damage or
injury caused by the negligence of the Association
or any of its Members, cmployecs, agents, or
contractors whilc acting on its behalf. If gener-
ally available at rcasonable cost, such coverage
shall have a limit of at lcast §1,000,000 per oc-
currence with respect to bodily injury, personal
injury, and property damage. Such coverage may
be provided through a combination of primary
and umbrclla policies. However, if additional
coverage and higher limits are available at rca-
sonable cost that a reasonably prudent person
would obtain, the Association shall obtain such
additional coverages or limits;

(c) Workers compensation insurance and
employers liability insurance;

(d) Dircctors and officers liability coverage
in such amounts as the Board may detcrmine; and

(c) Commercial crime insurance, including
fidelity insurance covering all Persons responsible
for handling Association funds in an amount de-
termined in the Board's business judgment but
not less than an amount equal to one-fourth of
the annual Basc Assessments on all Units plus
rescrves on hand. Fidelity insurance policies shall
contain a waiver of all defenses based upon the
exclusion of Persons serving without compensa-
tion.

At lcast every two ycars, the Association shall
arrange for a review of the sufficiency of its in-
surance coverage by one or more qualified Per-
sons, at lcast one of whom must be familiar with
insurable replacement costs in the Susscx County
arca.
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In the exercisc of its business judgment, the
Board may obtain additional insurance coverage
and higher limits than this section requires.

12.2. Deductibles

ﬁ The Board can charge Persons who cause
damage in the Community for amount of the in-
surance deductible to cnsurc that the Association
nced not pay for such damages.

The Association's policics may contain a rea-
sonable deductible, which shall not be subtracted
from the face amount of the policy in determin-
ing whether the policy limits satisfy the require-
ments of Section 12.1. In the event of an insured
loss, the deductible shall be treated as a Common
Expense or a Service Area Expense in the same
manncr as the premiums for the applicable insur-
ance coverage. However, if the Board rcasonably
dctermines, after notice and an opportunity to be
heard in accordance with the By-Laws, that the
loss is the result of the negligence or willful mis-
conduct of one or more Owners, their guests,
invitces, or lessees, then the Board may assess the
full amount of such deductible against such
Owner(s) and their Units as a Specific Assess-
ment.,

12.3. Policy Requirements

All Association policics shall provide for a cer-
tificate of insurance to be furnished to the Asso-
ciation and, upon request, to each Owner,

To the extent available at reasonable cost and
terims, all Association insurance shall:

(a) be written with a company authorized to
do business in Delaware that satisfics the re-
quirements of the Federal National Mortgage
Association or such other secondary mortgage
market agencics or federal agencies as the Board
decms appropriate;

(b) be written in the name of the Association
as trustce for the bencfited parties. All policies
shall be for the benefit of the Association and its
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members, except that policies on Limited Com-
mon Area shall be for the benelit of the Owners
of Units within the Service Area to which the
Limited Common Area is assigned and their

Mortgagees, as their interests may appear;

(c) not be brought into contribution with in-
surance purchased by Owners, occupants, or
their Mortgagees individually;

(d) contain an inflation guard endorsement;

(¢) include an agreed amount endorscment,
if the policy contains a co-insurance clausc;

(f) provide that cach Owner is an insurcd
person with respect to liability arising out of such
Owner's status as a member of the Association;

(g) provide a waiver of subrogation against
any Owner or household member of an Owner;
and

(h) include an endorsement precluding can-

cellation, invalidation, suspension, or non-
renewal by the insurer on account of any act or
omission of one or more Owners, unless acting
on the Association's behalf within the scope of
their authority, or on account of any curable de-
fect or violation, without prior written demand
to the Association and allowance of a reasonable

time to curc the defect or violation.

MSnbrogaﬂon is a legal concept by which
onc person is substituted in the place of another
with respect to a lawful claim or right. For ex.
ample, once they have paid a claim by an insured
party, insurance companies generally have the
right to step into the shoces of the insured party
and sue any one that the insured party could have
sued.

In addition, the Board shall use rcasonable ef-
forts to securc insurance policies that list the
Owners (as a class) as additional insureds and
provide:
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(@) a waiver of subrogation as to any claims
against the Association's dircctors, officers, em-
ployces, and manager;

(b) a waiver of the insurer's right to repair
and reconstruct instead of paying cash;

(c) an endorsement excluding Owners' indi-
vidual policies [rom consideration under any
"other insurance” clause;

(d) an endorsement requiring at least 30
days’ prior written notice to the Association of
any canccllation, substantial modification, or
non-rcnewal;

{(c) across liability provision; and

" () aprovision vesting in the Board exclusive
authority to adjust losses. However, Mortgagees
having an interest in such losses may not be pre-
cluded from participating in the settlement ncgo-
tiations, if any, related to the loss.

12.4. Insurance Premiums

Premiums for all Association insurance shall
be a Common Expense, cxcept that premiums
for property insurance on Units within, or Lim-
ited Common Areas assigned to, a particular Ser-
vice Arca shall be a Service Area Expensc, unless
the Board rcasonably determines that other
treatment of the premiums is more appropriate.

503106 21689

39

NOTES



£03106 2110

Chapter 13

Association Finances

This chapter provides for various types of funding to
cover expenses that the Association incurs or expects to
incur in exercising its authority and performing its re-
The
primary source of funding is the assessments which this

sponsibilities under the Governing Documents.

chapter authorizes the Association to levy against the
Units and collect from the Owner of each Unit. Assess-
ments are secured by a lien on each Unit as described in
this chapter.

Association Funds

General Operating Fund

Reserve Fund for Repair and Replacement of
Capital Hems

Primary Sources of Income

Specifi

Founder Subeldy (if any)

One-time Contributions to
Working Capital

Secondary Sources of Income

i3.f. Association Expenses

(a) Common Expenses. Except as the Gov-
erning Documents otherwise specifically provide,
all of the expenses that the Association incurs, or
expccts to incur, in connection with the owner-
ship, maintenance, and operation of the Area of
Common Responsibility, and otherwise for the
general bencfit of the Owners, arc considered
"Common Expenses." Common Expenses
include such opcrating reserves and rescrves for
repair and replacement of capital items within
the Arca of Common Responsibility as the Board
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finds necessary or appropriatc. Common Ex-

penses shall not include Service Area Expenses.

The characterization of a particular cxpense as
a "Common Expense" shall not preclude the As-
sociation from sceking rcimbursement for, or a
contribution toward, such expenses from other
Persons who may be responsible for the expenses
incurred or for sharing such expenses pursuant to
this Charter, any Supplement, or any other re-
corded covenants or agreements.

(b) Service Area Expenses. All cxpenscs
that the Association incurs or expects to incur in
connection with the ownership, maintenance,
and operation of Limitcd Common Arcas, or in
providing other benefits and services to a Service
Arca, including any opcrating reserve or rescrve
for repair and replacement of capital items main-
tained for the bencfit of the Service Area, arc

' Service

considered "Service Area Expenses.'
Arca Expcnscs may include a rcasonable adminis-
trative charge in such amount as the Board deems
appropriate, provided that any such administra-
tive charge is applied at a uniform rate per Unit
among all Service Areas receiving the same ser-

vice.

13.2. Budgeting for and Allocating Asso-
clation Expenses

(a) Preparation of Budget. At lcast 60
days before the beginning of cach fiscal year, the
Board shall prepare a budget of the estimated
Common Expenses for the coming year. In addi-
tion, the Board shall prepare a separate budget
for ecach Service Area reflecting the estimated
Service Arca Expenses that the Association ex-
pects to incur for the benefit of such Service Arca
in the coming year.

The estimated expenscs in each budget shall
include, in addition to any opcrating reserves, a
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rcasonable contribution to a reserve fund for re-
pair and replacement of any capital items to be
maintained as a Common Expense or as a Service
Arca Expensc of the Service Arca for whom the
budget is prepared, as applicable. In determining
the amount of such reserve contribution, the
Board shall take into account the number and
naturc of replaccable assets, the expected uscful
lifc of cach, the expected rcpair or replacement
cost, and the contribution required to fund the
projected nceds by annual contributions over the
uscful life of the asset.

Each budget shall also reflect the sources and
estimated amounts of funds to cover such ex-
penses, which may include any surplus to be ap-
plied from prior years, any income expected
from sources other than assessments levied
against the Units (including amounts to which the
Association is cntitled pursuant to any covenant
or agreement to share costs), and the amount to
be gencrated through the levy of Base Asscss-
ments and Service Area Assessments pursuant to
subscctions (b) and (c).

(b) Calculation of Base Assessments. The
total budgeted Common Expenses, less any sur-
plus in the Common Expensc budget from prior
years and any income anticipated [rom sources
other than asscssments against the Units, shall be
allocated cqually among all Units subject to as-
sessment under Scction 13.5 and levied as a
"Base Assessment."

(c) Calculation of Service Area Assess-
ments. The total Service Arca Expenscs budg-
cted for cach Service Area, less any surplus in
such Service Arca budget from prior years, shall
be allocated among all Units in the Service Area
that are subject to assessment under Scction 13.5
and levied as a "Service Area Assessment."
Unless otherwise specified in any Supplement
applicable to a Scrvice Arca, Scrvice Area As-
scssments shall be sct at a uniform rate per Unit
in the Scrvice Area, except that any portion of
the assessment intended for exterior maintenance
of structures, insurance on structurcs, or re-
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placement reserves which pertain to particular
structurcs may be levied on each of the bencfited
Units in proportion to the benefit reccived, as
the Board may reasonably determinc.

All amounts the Association collects as Scrvice
Arca Asscssments shall be held in trust for and
cxpended solely for the benefit of the Service
Arca for which they were collected and shall be
accounted for separately from the Association's
general funds.

(d) Founder's Subsidy Option. The Foun-
der may, but shall not be obligated to, reduce the
Base Assessment or any Service Area Assessment
for any fiscal year by payment of a subsidy. Any
such subsidy may be treated as a contribution, an
advance against future assessments duc from the
Founder, or a loan, in the Founder's discretion.
Any such subsidy and the characterization thereof
shall be conspicuously disclosed as a line item in
the income portion of the budget. Payment of
such subsidy in any year shall not obligate the
Founder to continue payment of such subsidy in
future years, unless otherwise provided in a writ-
tcn agreement between the Association and the
Founder.

(e) Notice of Budget and Assessment;
Right to Disapprove. The Board shall make
available a copy of cach applicable budget, and
send a notice of the amount of the Base Assess-
ment and any Service Area Assessment to be lev-
ied pursuant to such budgets, to cach Owner at
least 30 days prior to the due datc of the assess-
ments to be levied pursuant to such budget. Af-
ter termination of the Founder Control Period,
the Common Expense budget shall be subject to
disapproval at a mecting by Voting Delegates
representing at least 75% of the total votes in the
Association.  After termination of the Founder
Control Period, each Service Arca budget shall
be subject to disapproval at a mecting by Owners
of at lcast 67% of the Units within the Scrvice
Area, except that the right to disapprove a Ser-
vice Arca budget shall apply only to those line
items which are attributable to services or bene-
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fits requested by the Service Arca and shall not
apply to any item which the Governing Docu-
ments require to be assessed as a Scrvice Area
Expense.

There shall be no obligation to call a meeting
for the purposc of considering any budget ex-
cept, in the case of the Common Expensc
budget, on petition of the Voting Delcgates as
provided for special meetings in the By-Laws,
and in the casc of a Scrvice Area budget, on peti-
tion of Owners representing at least 33% of the
Units within the Service Area. Any such petition
must be presented to the Board within 10 days
after delivery of the budget and notice of any
assessment.

If any proposcd budget is disapproved or the
Board fails for any rcason to determinc the
budget for any year, then the budget most re-
cently in effect shall continue in effect until a
ncw budget is detcrmined.

(f) Budget Revisions. The Board may re-
visc the budget and adjust the Base Assessment or
Service Arca Asscssments anytime during the
ycar, subject to the same notice rcquircments

and rights to disapprove set forth in Section
13.2(d).

13.3. Special Assessments

The Association may levy "Special Assess-
ments" to cover Common Expenses or Service
Arca Expenscs that are nen-routine, unantici-
pated, or in cxcess of those anticipé)te.d in the
applicable budget. Except as otherwise specifi-
cally provided in this Charter, any Special As-
sessment for Common Expenses in excess of
$400.00 per Unit in any fiscal year shall require
the affirmative vote or written consent of the
Voting Delegatcs representing more than 50% of
the votes attributable to Units subject to assess-
ment under Scction 13.5 and shall be allocated
cqually among all such Units. Any Special As-
sessment for Service Arca Expenses shall require
the affirmative vote or written consent of Own-
ers rcpresenting more than 50% of the total votes
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allocated to Units in the benefited Service Area
and shall be allocated in the same manner as Ser-
vice Arca Assessments under Scction 13.2(c). In
addition, until termination of the Founder mem-
bership any Special Assessment also shall be sub-
ject to the Founder's written consent. Special
Asscssments shall be payable in such manner and
at such times as the Board determines and may be
payable in installments extending beyond the
fiscal year in which the Special Assessment is ap-

proved,

13.4. Specific Assessments

The Association may levy Specific Assess-
ments against a particular Unit as follows:

(@) to cover the costs, including overhead
and administrative costs, of providing services to
the Unit upon requcst of the Owner pursuant to
any menu of optional services which the Associa-
tion may offer (which might include the items
identified in Section 11.1). Specific Assessments
for optional services may be levied in advance of
the provision of the requested scrvice;

(b) to cover costs incurred in bringing the
Unit into compliance with the Governing Docu-
ments or costs incurred as a consequence of the
conduct of the Owner or occupants of the Unit,
their agents, contractors, employees, licensees,
invitces, or guests; however, the Board shall give
the Unit Owner prior written noticc and an op-
portunity for a hearing in accordance with the
By-Laws, before levying any Specific Asscssment
under this subscction; and

(c) to cover the Unit's pro rata share of any
costs that the Association incurs in bringing the
common clements or common property of a
Neighborhood Association of which the Unit is a
part into compliance with the provisions of the
Governing Documents; however, the Board must
give prior written notice to the Owners of Units
in the Neighborhood Association and an oppor-
tunity for such Owners to be heard beforc levy-
ing any such assessment.
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13.5. Authority to Assess Owners; Time
of Payment

The Founder hereby establishes and the Asso-
ciation is hereby authorized to levy assessments as
provided for in this chapter and elsewhere in the
Governing Documents. The obligation to pay
assessments shall commence as to each Unit on
the later of the date: (a) the Unit is conveyed to
a2 Person other than the Founder or a Founder
Affiliate; (b) the certificate of occupancy is issued
hy Susscx County, Delaware for a completed
dwelling on the Unit; or (c) the Board first de.
termines a budget and levies assessments pursu-
ant to this Charter. The first annual Base As-
sessment and Service Area Assessment, if any,
levied on cach Unit shall be adjusted according to
the number of months remaining in the fiscal
year at the time assessments commence on the
Unit.

Asscssments shall be paid in such manner and
on such dates as the Board may establish. The
Board may require advance payment of asscss-
ments at closing of the transfer of title to a Unijt
and imposc special requirements for Owners
with a history of delinquent payment. If the
Board so clects, asscssments may be paid in two
or more installments. Unless the Board other-
wisc provides, the Base Assessment and any Ser-
vice Area Asscssment shall be due and payable in
advance on the first day of cach fiscal year. Ifany
Ownecr is dclinqucnt in paying any asscssments or
other charges lcvied_on his Unit, the Board may
rcquire the outstanding balance on all asscss-
ments to be paid in full immediatcly.

13.6. Personal Ob]igation for Assessments

By accepting a decd or entering into a re-
corded contract to purchase any Unit, cach
Owmer covenants and agrees to pay all asscss-
ments authorized in the Govcrning Documents.
All assessments, together with interest (com-
puted from its duc date at a ratc of 18% per an-
num), late charges as determined by Board reso-
lution, costs, and rcasonable attorneys fees, shall
be the personal obligation of each Owner and a
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liecn upon each Unit until paid in full. Upon a
transfer of title to a Unit, the grantce shall be
jointly and severally lable for any assessments
and other charges due at the time of conveyance.

ﬁ By buying a Unit in the Community,
cach Owner agrees to pay all assessments levied
against his or her Unit. If the Owner does not
pay on time, that Owner will be charged late fees
on all past due amounts, Owners may not claim
a reduction in their assessments duc to action or
inaction by the Association.

The Board's failure to fix assessment amounts
or rates or to deliver or mail each Owner an as-
sessment notice shall not be deemed a waiver,
modification, or a relcase of any Owner from the
obligation to pay asscssments. In such cvent,
cach Owner shall continue to pay Base Assess-
ments and Scrvice Area Assessments on the samc
basis as during the last year for which an asscss-
ment was made, if any, until a new assessment is
levied, at which time the Association may rctro-
actively asscss any shortfall.

No Owner may cxempt himsclf or herself
from liability for assessments by non-use of
Common Area, abandonment of his or her Unit,
or non-usc of services provided to all Units or to
all Units within the Service Area to which the
Unit is assigned. The obligation to pay asscss-
ments is a scparate and independent covenant on
the part of cach Owner. No diminution or
abatement of asscssments or sct-off shall be
claimed or allowed for any alleged failure of the
Founder, the Association, or the Board to take
some action or perform some function rcquired
of it, or for inconvenience or discomfort arising
from the making of repairs or improvements, or
from any other action it takes.

Upon written request, the Association shall
furnish to any Owner liable for any type of as-
sessment a certificate signed by an Association
officer setting forth whether such assessment has
been paid. Such certificate shall be conclusive
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cvidence of payment. The Association may rc-
quire the advance payment of a reasonablc proc-

essing fec for the issuance of such certificate,

13.7. Lien for Assessments

(a) Existence of Lien. The Association shal}
have a lien against cach Unit to securc payment
of assessments, as well as interest, late charges,
and costs of collcction (including attorneys fees
and cxpenses).  Such lien shall be superior to all
other licns, except (i) the licns of all taxcs,
bonds, assessments, and other levies which by
law would be superior, and (ii) the lien or charge
of any recorded Mortgage made in good faith and
for valuc having first priority over any other
Mortgages on the Unit. Such liens, when delin-
quent, may be enforced by suit, judgment, and
judicial or non-judicial foreclosure.

Although no further action is required to cre-
ate or perfect the lien, the Association may, as
further cvidence and notice of the lien, execute
and record a document setting forth as to any
Unit the amount duc the Association at the time
such document is executed and the fact that a lien
exists to sccure the repayment thereof. How-
ever, the failure of the Association to execute and
record any such document shall not affect the
validity, enforceability, or priority of the lien.

(b) Enforcement of Lien. The Association
may bid for the Unit at the foreclosure sale and
acquire, hold, lcase, mortgage, and convcy the
Unit. While a Unit is owned by the Association
following foreclosure: (i) no right to vote shall
be exercised on its behalf and the Unit shall not
be counted as an cligible vote in determining the
presence of a quorum for any purpose; (ii} no
assessment shall be levied on it; and (iii) cach
other Unit shall be charged, in addition to its
usual asscssment, its pro rata share of the assess-
ment that would have been charged such Unit
had it not been acquired by the Association. The
Association may suc for unpaid assessments and
other charges authorized hercunder without fore-
closing or waiving the lien sccuring the same, in
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addition to pursuing any and all remedics allowed
by law to cnforce the lien,

(c) Effect of Sale or Transfer. Sale or
transfer of any Unit shall not affect the assess-
ment licn or relieve such Unit from the lien for
any subsequent assessments. However, the sale
or transfer of any Unit pursuant to foreclosurc of
the first Mortgage shall extinguish the licn as to
any installments of such asscssments due prior to
the Mortgagec's foreclosure.
Owner of the foreclosed Unit shall not be per-

The subscquent

sonally Hable for assessments on such Unit due
prior to such acquisition of title. Such unpaid
asscssments shall be deemed to be Commeon Ex-
penses collectible from Owners of all Units sub-
ject to assessment under Section 13.5, including
such acquirer, its successors and assigns.

ﬁ]f an Owner does not pay his or her as-
scssments on time, the Association may foreclose
the lien on the Owner's Unit, causing it to be
sold to pay the past due assessments. The Asso-
ciation may also sue an Owner in court to re-

cover past due assessments.

13.8. Exempt Property

The following property shall be exempt from
payment of Basc Assessments, Service Area As-
sessments, and Special Assessments:

(a) All Common Arca and any property
owned by the Founder including that in the Arca
of Common Responsibility;

(b) Any property dedicated to and accepted
by any governmental or quasi-governmcntal au-
thority, or public or private utility; and

(c) Property owned by any Neighborhood
Association for the common usc and enjoyment
of its members, or owned by all members of a

Neighborhood

COmmon.

Association as  tenants-in-
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In addition, both the Founder and the Associa-
tion shall have the right, but not the obligation,
to grant excmptions to schools, houses of wor-
ship, hospitals, libraries, police or fire stations (or
other similar public scrvice uses), or Units
owned by Persons qualifying for tax-exempt
status undcr Scction 501(c) of the Internal Reve-
nuc Code and used by such Persons for purposes
listed in Section 501(c) of the Internal Revenue
Code. Excmptions granted by the Founder shall
be binding on the Association.

13.9. Capitalization of Association

The first Owner of each Unit other than the
Founder or a Builder designated by the Founder
shall make a contribution to the working capital
of the Association in an amount not to excced
onc-fifth of the annual Basc Assessment per Unit
for that year. This amount shall be in addition
to, not in lieu of, the annual Base Asscssment and
any Service Arca Assessment levied on the Unit
and shall not be considered an advance payment
of such assessments.  This amount shall be due
and payable to the Association immediatcly upon
transfer of title, for its usc in covering initial
start-up cxpenses, operating cxpenses, and other
CXpenses it incurs pursuant to this Charter and
the By-Laws.

13.10. Use and Consumption Fees

The Association may offer services or facilitics
for which it does not recover its costs through
asscssments under this Article. The Board may
charge usc and consumption fees to any Person
who chooses to usc or participatc in such scrvices
or lacilities and may dctermine the amount and
method of dctcrmining such fees. Different fees
may be chargcd to diffcrent classcs of users (e.g-,
Owners and non-Owners).
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PART FOUR: RELATIONSHIPS WITHIN AND QOUTSIDE THE COMMUNITY

You don't get barmonj when everybody sings the same note.
Doug Floyd
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Chapter 14

Easements

The easements created in this chapter establish the
rights of Owners to use the Common Area and create
various rights for the benefit of Owners, the Founder,
the Association, and others over property within the
Community. Some of these rights are related to devel-
opment and construction within the Community and on
adjacent property, while others relate to the rights of
Association to come upon property of others to fulfill its
responsibilities and the interrelationships between the
Communitj and the owners of adjacent property.

@ An casement is one person's right to go
onto the property of another,

14.1. Easements in Common Area

The Founder grants to cach Owner a nonex-
clusive right and eascment of use, access, and
cnjoyment in and to the Common Area, subject
to:

(@) The Governing Documents and any
other applicable covenants;

(b) Any restrictions or limitations contained
in any deed conveying such property to the Asso-
ciation;

(¢) Certain Owners' rights to the exclusive
usc of those portions of the Common Arca desig-
nated "Limited Common Arca"; and

(d) Thc Board's right to:

(1) adopt rules regulating  Common
Arca usc and enjoyment, including rules limiting
the number of guests who may use the Common
Area, and to charge use fees for such use;

(i) suspend an Owner's right to use
Common Arca facilities:
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(iii) dedicate or transfer all or any part
of the Common Area, subject to such approval
requirements as may be set forth in this Charter;

(iv) permit usc of any recreational facili-
ties situated on the Common Area by the gencral
public, which use may be subject to admission
charges, membership fces, or other user fecs es-
tablished in the Board's discretion; and

(v) mortgage, pledge, or hypothccate
any or all of its recal or personal property as secu-
rity for moncy borrowed or debts incurred.,

Any Owner may extend his or her right of usc
and enjoyment to the members of his or her fam.-
ily, lessees, and social invitces, as applicable, sub-
ject to reasonable Board regulation. An QOwner
who lcases his or her Unit shall be deemed to
have assigned all such rights to the lessce of such
Unit for the period of the leasc.

During the Development and Sale Period, the
Founder grants its employees, agents, and desig-
nces a noncxclusive right and easement of use,
access, and enjoyment in and to the Common
Area to usc any recreational and Common Arca
facilities.

14.2, Easements of Encroachment

ﬁ An encroachment occurs when a person's
home, fence, or other structure extends onto his
or her neighbor's property. This section permits
minor, inadvertent encroachments to remain.,

The Founder grants reciprocal appurtenant
cascments of encroachment, and for maintenance
and usc of any permitted encroachment, between
cach Unit and any adjacent Common Arca and
between adjacent Units. A permitted encroach-
ment is a structure or fixture that extends unin-
tentionally from one person's property onto an-
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other's a distance of less than threc feet, as meas-
ured from any point on the common boundary
along a line perpendicular to such boundary. An
encroachment easement shall not exist if the en-
croachment results from willful and knowing
conduct on the part of, or with the knowledge
and consent of, the Person claiming the benchit of
such casement.

14.3. Easements for Utilities and Other
Infrastructure

(a) Installation and Maintenance. During
th¢ Development and Sale Period, the Founder
reserves for itsclf and grants to the Association
and all utility providers, perpetual non-exclusive
casements throughout the Community (but not
through a structure) to the extent reasonably
hecessary to:

(i) install utilitics and infrastructure,
other Community Systems, irrigation, cable tele-
vision, propanc and other fucl generation and
delivery systems, sccurity and similar systems,
and drainagc systcms to serve the Community;

(ii) install walkways, pathways and
trails, strect lights, and signage on property the
Founder or the Association owns or within public
rights-of-way or casements rescrved for such
purpose on a recorded plat;

(ii) inspect, maintain, repair, and re-
place the utilities, infrastructure, and other im-
provements described above; and

(iv) access and read utility meters.

Notwithstanding the above, the Founder re-
scrves the right to deny access to any utility or
scrvice provider, to the cxtent permitted by Jaw,
or to condition such access on negotiated terms.

(b) Specific Easements. The Founder also
reserves for itself the non-exclusive right and
power to grant and record such specific ease-
ments consistent with Section 14.3(a) as it decms
necessary to dcvelop the property described in
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Exhibits "A" and "B."
ment shall be subject to the written approval of
the burdcned property Owner, which approval
shall not unrcasonably be withheld, dclayed, or
conditioned,

The location of the case-

ﬁBcforc the Founder can grant a ncw right
to enter property, if somcone clse owns that
property, the Founder must get that Owner's

permission,

(¢} Minimal Interference. All work associ-
ated with the exercise of the easements described
in Sections 14.3(a) and (b) shall be performed so
as to minimize interference with the use and en-
joyment of the property burdened by the ease-
ment. Upon completion of the work, the Person
cxercising the easement shall restorc the prop-
erty, to the cxtent reasonably possible, to the
condition cxisting prior to the commencement of
the work. The exercise of these eascments shall
not extend to pcrmitting cntry into the structures
on any Unit, nor shall it unrcasonably interfere
with the use of any Unit and, cxcept in an emer-
gency, cntry onto any Unit shall be made only
after rcasonable notice to the Owner or occu-
pant,

14.4. Easements to Serve Additional
Property

The Founder herceby reserves for itself and its
duly authorizcd agents, succcssors, and assigns,
an cascment over the Common Area for the pur-
poses of cnjoyment, usc, access, and develop-
ment of the property described in Exhibit "B,"
whether or not such property is made subject to
this Charter. This easement includes, but is not
limited to, a right of ingress and egress over the
Common Area for construction of roads and for
connecting and installing utilitics on such prop-
erty. The Person exercising such casement rights
shall be responsible for any damage caused to the
Common Arca as a result of their actions in con-
nection with development of such property.
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if the above easement grants permanent access
to any property which is not submitted to this
Charter, the Founder, or its successors or assigns,
shall enter into a reasonable agreement with the
Association to share the cost of maintenance that
the Association provides for the benefit of the
cascment holder. The shared maintenance costs
may include maintenance to or along any road-

way providing access to the benefited property.

14.5. Easements for Maintenance, Emer-
gency, and Enforcement

ﬁ'ﬂlc Association may come onto the cxte-
rior portions of your Unit to do maintenance or
to address violations of the Governing Docu-
ments but will give prior notice unless there is an
urgent nced to enter the property before notice
can be given.

By this Chartcr, the Founder grants to the As-
sociation casements over the Community as nec-
essary to enable the Association to fulfill its main-
tcnance rcsponsibilities under Section 10.2 and
its enforcement rights under Section 9.2, The
Association shall also have the right, but not the
obligation, to enter upon any Unit for emer-
gency, sccurity, and safety reasons, to perform
maintcnance, to inspect for compliance with the
Governing Documents, and to enforce the Gov-
crning Documents.  Any mcmber of the Board
and its duly authorized agents and assignces and
all emergency personnel in the performance of
their duties may cxercise such right., Except in
an cmergency situation, entry shall only be dur-
ing rcasonable hours and after notice to the
Owner.
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14.6. Easements for Lake and Pond Main-
tenance and Flood Water

ﬁ']‘hc Founder and the Association have the
right to access property adjacent to lakes,
streams, and other water bodics to perform
maintenance for jrrigation purposes. They also
have the right to cause water bodies in the Com-
munity to rise above their normal banks to per-
form maintenance. They will be responsibic for

repairing any damage they cause in so doing.

The Founder reserves for itsclf, the Associa-
tion, and their respective successors, assigns, and
designecs, the noncxclusive right and casement,
but not the obligation, to enter upon bodies of
water and wetlands located within the Area of
Common Responsibility to (a) install, operate,
maintain, and replace pumps to supply irrigation
water to the Area of Common Responsibility; (b)
construct, maintain, and repair structures and
equipment used for retaining water; and (c)
maintain such areas in a manner consistent with
the Community-Wide Standard. The Founder,
thc Association, and their respective successors,
assigns, and designecs shall have an access case-
ment over and across any portion of the Com-
munity which abuts or contains bodies of water
or wetlands, to the extent reasonably necessary
to exercise their rights under this section.

The Founder reserves for itself, the Associa-
tion, and their respective successors, assigns, and
designees, a perpetual, nonexclusive right and
cascment of access and encroachment over the
Common Area and Units (but not dwellings
thereon) adjacent to or within 100 feet of bodies
of water and wetlands within the Community, in
order to (a) temporarily flood and back water
upon and maintain water over such property; (b)
alter in any manner and gencrally maintain the
bodies of water and wetlands within the Arca of
Common Responsibility; and (c) maintain and
landscape the slopes and banks pertaining to such
arcas. All Persons entitled to excrcise these

easements shall use reasonable care in, and repair
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any damage resulting from, the intentional cxer-
cisc of such easements. Nothing hercin shall be
construed to make the Founder or any other Per-
son liable for damage resulting from flooding due
to weather cvents or other natural occurrences,
Nothing herein shall be construed to affect in any
way any rights of any owner of any Private
Amenity to all groundwater, surface water and
stormwater runoff.

In the event that any lake or other body of
watcr within the Community is dedicated to the
Association, Sussex County, or any other local,

federal
governmental cntity, the Founder may amend

state, or governmental or quasi-
this scction as necessary or appropriatc to rescrve
or assign rights with respect to bodies of water to

such partics.

14.7. Easements for Golf Course

ﬁlf the golf course is close to your Unit,
you can expect that golf balls and people will
come near your Unit. This section puts Owncrs
on notice that activitics relating to the golf course
will affect Units next to the golf course.

A golf course is located adjacent to the Com-
munity. The Community is burdened with an
casement permitting golf balls unintentionally to
comc upon areas adjacent to or in the vicinity of
the golf course and for golfers at rcasonable times
and in a rcasonable manner to come upon the
Common Arca, common property of a
Neighborhood Association, or the exterior por-
tions of a Unit to retrieve crrant golf balls.
However, if any Unit is fenced or walled, the
golfer shall scek the Owner's permission before
cntry, The existence of this casement shall not
rclieve golfers of liability for damage caused by

crrant golf balis.

The owner and/or operator of the golf
course, their respective agents, successors and
assigns, shall at all times have a right and non-
exclusive casement of access and use over those
portions of the Common Arca reasonably neces-
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sary to the operation, maintenance, repair, and
replacement of the golf course.

Any portion of the Community immcdiately
adjacent to the golf course is hereby burdened
with a non-cxclusive easement in favor of the
golf coursc for overspray of water from the irri-
gation system scrving the goll course. In addi-
tion, thc Community is hereby burdened with
eascments in favor of the golf course for the
natural drainage of stormwater runoff from such
golf coursc.

The owner and/or opcrator of the goll
course, their respective agents, employecs, suc-
cessors, successors-in-title, and assigns, shall have
a perpetual, exclusive casement of access over
the Community for the purpose of retrieving golf
balls from bodies of water within the Common
Area lying rcasonably within range of golf balls
hit from its golf course, and they as well as the
golf course’s members, guests, invitces, employ-
ecs, contractors, and authorized users of the golf
coursc shall at all times have a right and non-
exclusive easement of access and use over the
golf cart paths, if any, located within the Com-
munity as reasonably neccssary for the use and
cnjoyment of the golf course.

Under no circumstances shall any of
the following Persons be held liable for
any damage or injury resulting from er-
rant golf balls or the exercise of the ease-
ments provided for in this section: the
Founder; CMF Bayside, L.L.C., Carl M.
Freeman Communities L.L.C., its Affiliates,
the Association or its members (in their
capacities as such); the owner and/or op-
erator of the golf course, its successors,
successors-in-title to the golf course, or
assigns; any builder or contractor (in
their capacities as such); or any employee,
agent, officer, director, member, owner,
shareholder or partner of any of the fore-
going, or any officer, director, member,
owner shareholder or partner of any part-
ner,
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14.8. Rights to Stormwater Runofl and
Water Reclamation

The Founder rescrves for itself and its desig-
nces, including, but not limited to, the owner
and/or opcrator of the golf course, its succes-
sors, assigns, and designees, all rights to ground
water, surface water, and storm water runoff
within the Community. By accepting a deed,
cach Owner agrecs that the Founder shall retain
all such rights. Such rights shall include an case-
mcent over the Community for access, and for
installation and maintenance of facilitics and
cquipmcnt to capture and transport such water
and runoff,

14.9. Easements for Cemeteries and
Gravesites

The South Church and Captain James Bishop
cemetcrics and a single grave at the Olla White
Bay site are located within or adjacent to the
Community (as shown on the Master Plan) and
arc accessible only through the Community. The
Founder herby grants to family members of those
persons buried in such cemeteries and grave sites
a perpetual, non-exclusive casement for access,
ingress, and egress over such roadways within the
Community as arc neccessary to gain access by the
most direct route availahle to the gravesite of
their family members, for the limited purpose of
visiting and the maintenance and long term pres-
crvation of such gravesites. This casement shall
be subject to such rcasonable rules as the Associa-
tion may adopt and shall be exercised with a
minimuin degree of interference with the rights
of Owners and occupants of Units to quiet en-
joyment of their Units and the Common Arcas.

14.10. Easements for Outparcels

Certain parcels of land that are or should be
completely surrounded by the Community are
not a part of the Community and not subject to
this Charter. The Founder grants to the owners
and occupants of such parcels of land, as well as
their guests, invitces, and licensees, a perpetual,
non-exclusive casement for access, ingress, and
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egress over such roadways within the Commu-
nit_y as arc necessary to gain access by thc most
direct route available to the parcels of land sur-
rounded by the Community (as shown on the
Master Plan) which arc not part of the Commu-
nity and not owned by the Founder or CM F Bay-
side, L.L.C. This easemcnt shall be subject to
such rcasonable rules as the Association may
adopt and shall be excrcised with a minimum
degrec of interference with the rights of Owners
and occupants of Units to the quict enjoyment of
their Units and the Common Arcas.

NOTES
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Chapter 15

Private Amenities

A golf course and various recreational and other fa-
cilities may be located within Bayside or in the vicinity
of the Community are or shall be privately owned and
operated by Persons other than the Association. Those

facilities ore not part of the Common Area of the Com-

munity and ownership of property in the Community
does not give any person the right to use them. This
chapter explains the right of the owners of those facili-
ties to determine if and on what terms they wish to
make their facilities available for use by Owners. It
also establishes certain rights for the benefit of the own-
ers of such facilities.

15.1. General

Property and facilitics located within Bayside
and adjacent to or near the Community are or
shall be owned and operated by Persons other
than the Association for rccreational and related
purposes. Those facilities are referred to collec-
tively as "Private Amenities." The Private
Amenities shall include, without limitation, the
golf course and country club (the "Club") lo-
cated or to be within Bayside and its related and
supporting facilitics and improvements.

Neither membership in the Association nor
owncrship or occupancy of a Unit shall confer
any ownership interest in or right to use any Pri-
vate Amenity. Rights to use the Privatc Ameni-
ties will be granted only to such persons, and on
such terms and conditions, as the owners of the
Privatc Amenities may determine. Private
Amenity owners shall have the right, from time
to time in their discretion and without notice, to
amend or waive the terms and conditions of use
of their respective Private Amenity, inclyding,
without limitation, eligibility for and durat.ion of
usc rights, catcgorics of use and cxtent of use
privileges, and number of users, and shall also
have the right to reserve use rights and to termi-
nate use rights altogether, subject to the terms of
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any written agreemecnts with their respective
mCmbCrS.

The Club may contain certain non-golf facili-
tics, such as outdoor swimming pool(s), fitness
facility, tennis courts, and such other facilitics as
may be added from time to time, and non-golf
mecmbership classifications. -

15.2. Conveyance of Private Amenities

All Persons, including Owners, are hereby
advised that no representations or warrantics
have been or are made by the Founder, the Asso-
ciation, any Builder, or by any Person acting on
bchalf of any of the foregoing, with regard to the
continuing ownership or operation of any Private
Amenity. No purported rcpresentation or war-
ranty in such regard, cither written or oral, shall
be cflective unless specifically sct forth in a writ-
ten instrument executed by the record owner of
the Privatc Amenity.

Ownership or operation of the Private Amen-
ity may change at any time by virtuc of, but
without Iimitation, (a) the sale or lcase to or as-
sumption of opcrations of any Private Amenity
by a Person other than the current owner or op-
crator; (b) the cstablishment of, or conversion of
the membership structure to, an "cquity” club or
similar arrangement whercby the members of the
Private Amenity or an cntity owned or con-
trolled by its members become the owner(s)
and/or operator(s) of the Private Amenity;
(c) the conveyance of any Private Amenity to one
or more the Founder Affiliates; or (d) the dedica-
tion of any Privatc Amenity to the Association.

Consent of the Association, any Neighbor-
hood Association, any Voting Delegate, or any
Owner shall not be required to cffectuate any
change in ownership or operation of any Private
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Amcnity, for or without consideration and sub- NOTES
ject to or free of any mortgage, covenant, lien,
or other encumbrance.

15.3. Rights of Access and Parking

. There is hercby established for the benefit of
the Private Amenity and its members (regardless
of whether such members are Owners here-
under), guests, invitecs, employees, agents, con-
tractors, and designecs, a right and nonexclusive
cascment of access and usc over all roadways lo-
cated within Bayside rcasonably necessary to
travel between the centrance to Bayside and the
Private Amenity and over those portions of Bay-
side (whether Common Area or otherwise) rea-
sonably necessary to the opcration, maintcnance,
repair, and replacement of the Private Amenity.
Without limiting the gencrality of the foregoing,
members of the Private Amenity and guests and
invitces of the Private Amecnity shall have the
right to park their vehicles on the roadways and
parking arcas located within Bayside at rcason-
able times before, during, and after tournaments
and other similar functions held by or at the Pri-
vatc Amcnity to the extent that the Private
Amenity has insufficient parking to accommodate
such vehicles,

15.4. Limitations on Amendments

In recognition of the fact that the provisions of
this chapter arc for the benefit of the Private
Amecnity, no amendment to this chapter, and no
amendment in derogation of any other provisions
of this Charter benefiting any Private Amenity,
may be made without the written approval of the
Privatec Amenity. However, the forcgoing shall
not apply to the Founder's amendments,

15.5. Jurisdiction and Cooperation

It is the Founder's intention that the Associa-
tion and the Private Amenity shall cooperate to
the maximum extent possible in the operation of
the Community and the Private Amcnity. Each
shall reasonably assist the other in upholding the
Community-Wide Standard as it pertains to
maintenance and the Design Guidelines.
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Chapter 16

Disclosures and Waivers

This chapter discloses some important information
about the Community for the benefit of prospective pur-
chasers of property in the Community. Each Owner, by
accepting a deed to property in the Community, accepts
and agrees to the matters set forth in this chapter.

16.1. FEacilities and Services Open to the
Public

Certain facilitics and areas within the Com-
munity may be open for use and cnjoyment of
the public. Such facilities and areas may include,
by way of cxample: greenbelts, trails and paths,
parks, and other ncighborhood spots conducive
to gathering and intcraction, roads, sidewalks,
and medians. The Founder may designate such
facilitics and arcas as open to the public at the
time the Founder makes them a part of the Arca
of Common Responsibility, or the Board may so
designate at any time thereafter.

16.2. Safety and Security

Each Owner and occupant of a Unit,
and their respective guests and invitees,
shall be responsible for their own per-
sonal safety and the security of their
property in the Community. The Associa-
tion may, but shall not be obligated to,
maintain or support certain activities
within the Community designed to pro-
mote or enhance the level of safety or se-
curity that each person provides for him-
self or herself and his or her property.
However, neither the Association nor the
Founder shall in any way be considered
insurers or guarantors of safety or secu-
rity within the Community, nor shall ei-
ther be held liable for any loss or damage
by reason of failure to provide adequate
security or ineffectiveness of security
measures undertaken.

54

No represcntation or warranty is made that
any system or measurc, including any security
monitoring system or any mcchanism or system
for limiting access to the Community, cannot be
compromised or circumvented or that any such
systcm or sccurity measure undertaken will in all
cascs prevent loss or provide the detection or
protection for which the system is designed or
intended. Each Owner acknowledges, under-
stands, and shall be responsible for informing its
tenants and all occupants of such Owner's Unit
that the Association, its Board and committccs,
and the Founder are not insurers or guarantors of
sccurity or safety and that each Person within the
Community assumes all risks of personal injury
and loss or damage to property, including Units
and the contents of Units, resulting from acts of

third partics.

16.3. Changes in Master Plan

Each Owner acknowledges that Bayside is a
master planned community, the development of
which is likely to extend over many years, and
agrces that neither thc Association nor any
Ncighborhood Association shall engage in, or use
Association funds to support, any protest, chal-
lenge, or other form of objection to (a) changes
in uscs or density of property within Bayside; or
(h) changes in thc Master Plan as it rclates to
property outside the Community, without the
Foundecr's prior written conscnt, which consent
may be granted or withheld in the Founder's dis-

cretion.

16.4. View Impairment

Neither the Founder nor the Association guar-
antce or rcprcscnt that any view over and across
the golf course or any other Privatc Amenity and
any other property within or outside of the
Community will be preserved without impair-
ment. The Founder, Founder Affiliates, the As-



Disclosures and Waivers

sociation, and any Private Amenity owncr shall
have no obligation to rclocate, prune, or thin
trees or other landscaping except to maintain the
Community-Wide Standard or as otherwisc re-
quired under a separate covenant or agreement.
The Association (with respect to the Common
Area) has the right to add trees and other land-
scaping from time to time subjeet to applicable
law. . There shall be no cxpress or implied case-
ments for view purposes or for the passage of

h'ght and air.

Any golf coursec owner and/or operator may,
in its discrction, but shall not be obligated to,
change the location, size, configuration, land-
scaping, topography, hydrology, and elevation of
the tces, bunkers, fairways, greens, buildings,
improvements, landscaping, and water features
on such golf course. Any such additions or
changes to such golf coursec may diminish or ob-
struct the view from the Units and any express or
implied eascments for view purposes or for the
passage of light and air are hercby disclaimed.

16.5. Notices and Disclaimers as to Com-
munity Systems

Any Community System and its providers,
managers, and opcrators may be subject to fed-
eral, state, or municipal rcgulations, laws, and
ordinances. Such regulations, laws, and ordi-
nances may have a signiﬁcant impact on certain
aspects of the system including, but not Jimited
to, the fees charged, the method of delivery, the
rights of the system users, as well as the rights of
the system providers or operators. These regula-
tions and their impact are beyond the Associa-
tion's and the Founder's control.

Each Owner acknowledges that interruptions
in cable television and other Community Systems
The Founder,
Founder Affiliates, or any of their respective suc-
cessors or assigns shall not be liable for, and no
Cominunity System user shall be entitled to re-
fund, rebate, discount, or offsct in applicable fees

will occur from time to time.

for, any intcrruption in Community Systems,
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regard]css of whether such interruption is caused
by rcasons within the service provider's control.

The Community Systems and all infor-
mation and materials accessible to users of
the Community Systems are made avail-
able "as is" without warranties of any
kind, either express or implied, including,
without limitation, warranties of title or
implied warranties of merchantability or
fitness for a particular purpose.

There is no guarantee, and ncither the Foun-
der nor the Association make any rcprescntation,
that any particular Community System will be
madec available.

16.6. Assumption of Risk and Indemnifi-
cation

Each Owner, by its purchasc of a Unit in the
vicinity of the golf course within or adjacent to
any portion of the Community, hereby expressly
assumes the risk of noise, personal injury, or
property damage caused by maintenance and op-
eration of such golf course, including, without
limitation: (a) noise from operation and mainte-
nance cquipment (it being specifically understood
that such maintcnance typically takes place
around or before sunrise or after sunsct); (b)
noisc caused by golfers; (c) use of pesticides,
herbicides, and fertilizers; (d) view restrictions
caused by maturation of trecs and shrubbery; ()
use of cffluent in the irrigation of such golf
course; (f) reduction in privacy caused by con-
stant golf traffic on such golf course or the re-
moval or pruning of shrubbery or trecs on such
golf course; (g) errant golf balls and golf clubs;
and (h) design or redesign of the golf course.

Each such Owner agrees that the Founder;
CMF Bayside, L.L.C.; the Association; any of the
Founder's affiliates or agents; or any othcr entity
owning or managing such golf course, including
the owner and/or operator of the golf course, its
succecssors, successors-in-title, or assigns, and
their respective owners, officers, directors, em-
ployces and agents, shall not bc liable to any
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Owner claiming any loss or damage based upon,
due to, arising from, or otherwise related to the
proximity of such Owner's Unit to such golf
course or the management thercof. Each Owner
hereby agrees to indemnify and hold harmless the
Founder; CMF Bayside, L.L.C.; the Association;
the owner and/or operator of the golf course;
and any other entity owning or managing such
golf course and their respective owners, officers,
directors, employces and agents, against any and
all claims by Owner's occupants, visitors, ten-
ants, and others coming upon such Owner's Uni-
t.

16.7. Mitigation of Impacts to Wetlands
and Waters

Conscrvation arcas, forest management areas,
and mitigation conservation arcas for wetland
creation sites shall be or arc located within or
adjacent to thc Community. The Founder has
agreed, pursuant to U.S, Army Corps of Engi-
ncers and Dclaware Department of Natural Re-
sources and Environmental Control regulations,
to the establishment of these arcas. A conserva-
tion casement pertaining to these areas is or will
be in place. Fach Owner acknowledges the cxis-
tence of these arcas which may be located within
Unit boundaries, and agrecs to comply with all
provisions of this Declaration, the conservation
cascment, and any other permits, agreements,
rules, or rcgulations pertaining to thesc areas.

16.8. Agricultural Uses

Bayside is located in the vicinity of land used
primarily for agricultural purposes on which
normal agricultural uses and activities have been
afforded the highest priority use status. It can be
anticipatcd that such agricultural uscs and activi-
tics may now or in the future involve noise, dust,
manure and other odors, the use of agricultural
chemicals and nighttime farm opcrations.  The
use and cnjoyment of Bayside is expressly condi-
tioned on acceptance of any annoyance or incon-
venience which may result from such normal ag-
ricultural uscs and activities.
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Chapter 17

Rights of Lenders

In order to enhance each Owner's ability to obtain
financing for the purchase of his or her Unit, this chap-
ter sets forth various provisions for the benefit of lenders
who make mortgage loans and for the benefit of those
agencies which guarantee and insure mortgage loans

made by institutional lenders.

The following provisions arc for the benefit of
holders, insurers, and guarantors of first Mort-
gages on Units in the Community. The provi-
sions of this chapter apply to both this Charter
and to the By-Laws, notwithstanding any other
provisions contained thercin.

17.1. Notices of Action

An institutional holder, insurer, or guarantor
of a [irst Mortgage that provides a written re-
quest to the Association (such request to state the
namc and address of such holder, insurer, or
guarantor and the strect address of the Unit to
which its Mortgage relates, thereby becoming an
"Eligible Holder"), will be entitled to timely
written notice of:

(a) Any condemnation loss or any casualty
loss that affects a material portion of the Com-
munity or that affccts any Unit on which there is
a [irst Mortgage held, insured, or guaranteed by
such Eligible Holder; and

(b) Any delinquency in the payment of as-
sessments or charges owed by a Unit subject to
the Mortgage of such Eligible Holder, where such
dclinquency has continued for a period of 60
days, or any other violation of the Governing
Documents relating to such Unit or the Owner
or occupant which is not cured within 60 days;

(c) Any lapse, cancellation, or material
modilication of any insurance policy maintained
by the Association; or
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(d) Any proposed action that would require
the consent of a specificd percentage of Eligible
Holders.

17.2. Special FHLMC Provision

If a condominium exists within any portion of
the Community, and so long as required by the
Federal Home Loan Mortgage Corporation, the
following provisions apply in addition to and not
in licu of the foregoing. Unless at least 67% of
the first Mortgagees or Voting Delegates repre-
senting at least 67% of the total votes in the As-
sociation consent, the Association shall not:

(a) By act or omission seck to abandon, par-
tition, subdivide, cncumber, scll, or transfer all
or any portion of thc real property comprising
the Common Arca which the Association owns,
directly or indirectly (the granting of eascments
for utilities or other similar purposcs consistent
with the intended use of the Common Areca shall
not be decemed a transfer within the meaning of
this subscetion);

(b) Change the method of determining the
obligations, assessments, ducs, or other charges
which may be levied against an Owner of a Unit
(a decision, including contracts, by the Board or
provisions of any declaration subscquently re-
corded on any portion of the Community regard-
ing assessments for Service Areas or other similar
arcas shall not be subject to this provision where
such decision or subsequent declaration is othcr-
wise authorized by this Charter);

() By act or omission change, waive, or
abandon any scheme of regulations or enforce-
ment pertaining to architeetural design, exterior
appcarance, or maintenance of Units and the
Common Arca (the issuance and amendment of
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architectural standards, procedures, rules and
regulations, or usc restrictions shall not consti-
tute a change, waiver, or abandonment within

the mcaning of this provision);

(d) Fail to maintain insurance, as required by
this Charter;

{(¢) Usc hazard insurance proceeds for any
Common Arca losses for other than the repair,
replacement, or reconstruction of such property;

or

(h By act or omission seck to abandon or
terminate the Community.

First Mortgagces may, jointly or singl)r, pay
taxcs or other charges that arc in default and that
may or have become a charge against the Com-
mon Arca and may pay overduc premiums on
casualty insurance policics or secure new casualty
insurance coverage upon the lapsc of an Associa-
tion policy, and first Mortgagees making such
payments shall be entitled to immediate reim-
bursement from the Association,

17.3. Other Provisions for First Lien
Holders

To the extent not inconsistent with Delaware
law:

(a) Any restoration or repair of the Com-
munity after a partial condemnation or damage
due to an insurablc hazard shall be performed
substantially in accordance with this Charter and
the original plans and specifications unless the
approval is obtained of the Eligible Holders of
first Mortgages on Units to which more than
50% of the votes of Units subject to Mortgages
hcld by such Eligible Holders are allocated.

(b) Any election to terminate the Association
after substantial destruction or a substantial tak-
ing in condcmnation shall require the approval of
the Eligible Holders of first Mortgages on Units
to which more than 50% of the votes of Units
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subjcct to Mortgages held by such Eligible Hold-
crs are allocated.

17.4. Amendments to Documents

The following provisions do not apply to
amendments to the Governing Documents or
termination of the Association as a result of de-
struction, damagc, or condemnation pursuant to
Section 17.3(a) and (b), or to the addition of land
in accordance with Chapter 18. Ifa condomin-
jum has becn established in any part of the
Community, then:

(@) The consent of Voting Declegates repre-
scnting at least 67% of the total votes in the As-
sociation and of the Founder, so long as it owns
any land subject to this Charter, and the approval
of the Eligible Holders of first Mortgages on Uni-
ts to which at least 67% of the votes of Units sub-
ject to 2 Mortgage appertain, shall be required to
terminate the Association; an

(b) The consent of Voting Declegates repre-
senting at least 67% of the total votes in the As-
sociation and of the Founder, so long as it owns
any land subject to this Charter, and the approval
of Eligible Holders of first Mortgages on Units to
which more than 50% of the votes of Units sub-
ject to a Mortgage appertain, shall be required
materially to amend any provisions of the Char-
ter, By-Laws, or Certificate of Incorporation, or
to add any matcrial provisions thereto which es-
tablish, provide for, govern, or regulate any of

the following:
(i) voting;

(ii} assessments, asscssment liens, or
subordination of such liens;

(iii) rescrves for maintenance, repair,
and replacement of the Common Area;

(iv) insurance or fidelity bonds;
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(v} reallocation or interests in the Com-
mon Arca or Limited Common Area, or rights to
their use;

(vi) responsibility for maintcnance and
repair of property in the Community;

(vii) expansion or contraction of the
Community or the addition, anncxation, or
withdrawal of property to or from the Associa-
tion's jurisdiction;

(vili)boundaries of any Unit;
(ix) lcasing of Units;

(x) imposition of any right of first re-
fusal or similar restriction of the right of any
Owner to scll, transfer, or otherwise convcy his
or her Unit;

(xi) establishment of self-management
by the Association where professional manage-
ment has been required hy an Eligible Holder;

(xii) restoration or repair of the Com-
munity after damage or partial condemnation; or

(xiii)any provisions included in the Gov-
crning Documents that are for the express bene-
fit of holders, guarantors, or insurers of first
Mortgages on Units.

17.5. No Priority

No provision of this Charter or the By-Laws
gives or shall be construed as giving any Owner
or other party priority over any rights of the first
Mortgagce of any Unit in the case of distribution
to such Owner of insurance proceeds or con-
demnation awards for losscs to or a taking of the
Common Arca.

17.6. Notice to Association

Upon request, cach Owner shall be obligated
to furnish to the Association thc name and ad-
dress of the holder of any Mortgage encumbering
such Owner's Unit.
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17.7. Failure of Mortgagee to Respond

Any Mortgagcc who reccives a written re-
quest from the Board to respond to or consent to
any action shall bc decmed to have approved such
action if the Association docs not reccive a writ-
ten response from the Mortgagee within 30 days
of the date of the Association's request, provided
such request is delivered to the Mortgagee by
certified or registered mail, return receipt re-
quested.

17.8. Construction of Chapter

Nothing contained in this chapter shall be
construed to reduce the percentage vote that
must otherwisc be obtained under this Charter,
the By-Laws, or Dclaware law for any of the acts
sct out in this chapter.

NOTES
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PART FIVE: COMMUNITY DEVELOPMENT

The rung cj‘a ladder was never meant to rest upon, but only to hold a man 'sfoot long enough to
enable him to put the other somewhat higher.
Thomas Henry Huxley
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Chapter 18

Expansion of the Community

Due to the need to pace development to the needs of
the Community and the market demand for Units or
Common Areas, the Community may be developed in
phases. The Founder or the Association may expand the
initial property submitted to the Charter as set forth in
this chapter.

18.1. Expansion by Founder

From time to time, the Founder may submit
to the terms of this Charter all or any portion of
the property described in Exhibit "B" by re-
cording a Supplement describing the additional
property to be submitted. The Founder may
record such a Supplement without the consent of
any Person cxcept the owner of such property, if

not the Founder.

The Founder's right to cxpand the Commu-
nity under this scction expires when all property
described in Exhibit "B" has been submitted to
this Charter or 25 years after this Charter is re-
Until then, the
Founder may transfer or assign this tight to any

corded, whichever is earlier.

Person who is the developer of at least a portion
of the real property described in Exhibit "A" or
"B." Any such transfer shall be described ina
rccorded instrument executed by the Founder.
However, the time may be extended by affirma-
tive vote or written consent, or any combination
thercof, by Voting Delcgates representing more
than 67% of the total votes in the Association,
cxcluding any votes held by the Founder, at any
time during the year preceding the time this op-
tion would expire.

Nothing in this Charter shall require the
Founder or any successor to submit additional
property to this Charter or to devclop any of the

property described in Exhibit "B" in any manncr '

whatsocver,
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18.2. Expansion by the Association

The Association also may submit additional
property to this Charter by recording a Supple-
ment describing the additional property. Any
Supplement that the Association records must be
approved by Voting Delegates representing more
than 50% of the total votes in the Association at a
mecting duly called for such purpose and by the
owner of the property to be submitted. In addi-
tion, during the Development and Sale Period,
the Founder's consent is required. The Associa-
tion's Prcsident and Secrctary, the owner of the
property, and the Founder, if the Founder's con-
sent is required, shall sign the Supplement.

18.3. Additional Covenants and Ease-
ments '

Any Supplement that the Founder records
may impose additional covenants and cascments
on the property described in such Supplement,
such as covenants ob]igating the Association to
maintain and insure such property and authoriz-
ing the Association to recover its costs through
Scrvice Arca Assessments, Such provisions may
be included in a Supplement submitting new
property to this Charter or may be set forth in a
scparate Supplement applicable to property pre-
viously submitted to this Charter. If someone
other than the Founder owns the property, then
the Supplement must be signed by such owner
cvidencing such owner's consent.

Any Supplement may add to, create excep-
tions to, or otherwisc modify the terms of this
Charter as it applics to the property described in
the Supplement in order to reflect the different
character and intended use of such property.

18.4. Effect of Filing Supplement

A Supplement shall be cffective upon re-
cording unless otherwise specified in the Sup-
plement. On the effective date of the Supple-
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ment, any additional property madc subject to
this Charter shall be assigned voting rights in the
Association and assessment liability in accordance
with the provisions of this Charter.

NOTES
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Chapter 19

Additional Rights Reserved to the Founder

This chapter reserves various rights to the Founder,
in addition to those specifically reserved elsewhere in
the Governing Documents, in order to facilitate the
Founder's development and sale of property in the
Community, to enable the Founder to respond to Own-
ers' concerns, and to protect various property rights and
other interests of the Founder.

19.1. Withdrawal of Property

During the Development and Sale Period, the
Founder may amend this Charter to remove any
unimproved portion of the Community from the
coverage of this Charter, provided such with-
drawal docs not reduce the total number of Units
then subject to the Charter by more than 10%.
"Unimproved” means that no permanent struc-
turc has yct been completed on the property.
Such amendment shall not require the consent of
any Person other than the Owner(s) of the prop-
crty to be withdrawn, if not the Founder. If the
property is Common Area, the Association shall
conscnt to such withdrawal.

19.2, Marketing and Sales Activities

Notwithstanding anything in the Governance
Documents to the contrary, during the Devel-
opment and Sale Period, the Founder and its des-
ignccs or assigns may construct, use, and main-
tain upon portions of thc Common Arca and
other property they own, such facilitics and ac-
tivities as, in the Founder's opinion, may rea-
sonably be required, convenient, or incidental to
the construction or salc of Units or the opera-
tions of thc Founder and Founder’s Affiliates at
or near the Community. Such permitted facili-
tics and activities shall include business and con-
struction offices and activitics, tents, signs, flags
(whether hung from flag poles or attached to a
structure), model homes, sales offices, holding or
sponsoring special events, cxclusive use of por-
tions of the Common Arca (upon prior notice to
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the Board) and exterior lighting featurcs or dis-
plays. In addition, if rcasonably required, con-
venient, or incidental to construction or sales
activities, the Founder and its cmployees, agents,
and designees may park vehicles in designated
arcas, including within courtyards enclosed by
The
rights of any Founder designee or assign undcr

building frontages or in parking courts.

this section arc subject to the Founder's approval.

19.3. Right to Develop

During the Development and Sale Period, the
Founder and its employces, agents, and designees
shall have a right of access and use and an casc-
ment over and upon all of the Common Area for
the purpose of making, constructing, and install-
ing such improvements to the Common Arca and
to the Exhibit "B" property as it decms appropri-
atc.

In addition, during the Development and Sale
Period, the Founder may replat property that it
owns and convert Units it owns into Common
Arca.

19.4. Right to Approve Changes in the
Community Standards

During the Development and Sale Period, no
amcndment to or medification of any Rules or
Decsign Guidelines shall be effective without prior
notice to and the written approval of the Foun-

der.

19.5. Additional Covenants and Restric-
tions

During the Development and Sale Period, no
Person other than the Founder may record addi-
tional covenants or restrictions affccting any por-
tion of the Community without the Founder's
Thercafter, the Board must
consent, Any instrument rccorded without the

written conscnt.
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required consent shall be void and of no forcc
and cffect.

19.6. Exclusive Rights to Use Name of
Development

No Person shall usc the name "Bayside" or
any derivative of such name or in any logo or
depiction associated with Bayside in any printed
or promotional material without the Founder's

prior writtcn conscent. However, Owners may

use the namc "Bayside "

in printed or promo-
tional matter where such term is used solely to
specify that particular property is located within
Bayside, and the Association shall be entitled to
use the word "Bayside " in its name and on its
letterhcad. No Person shall use the name of any
Private Amenity or any derivative of such name
or in any logo or depiction associated with such
Privatc Amcnity in any printed or promotional
material without the Private Amenity owner’s

prior written consent,

19.7. Community Systems

The Founder reserves for itsclf, Founder Af-
[ikates, and their respective successors and as-
signs, a perpetual right and easement over all
property in the Community to install and operate
such Community Systems as the Founder, in its
discretion, dcems appropriate to service the
buildings and the structurcs within any Unit or
other portion of thc Community. Such right
shall include, without limitation, the Founder's
right to sclect and contract with companies li-
censed to provide telecommunications, cable
television, irrigation, and other Community Sys-
tems services in the region. The Founder also
has the right to charge individual users a reason-
able fec not to cxcced the maximum allowable
charge for such services, as from time to time is
defined by the laws, rules, and regulations of the
relevant government authority, if applicable.

Notwithstanding the above, there is no guar-
antcc or rcprcsentation that any particular Com-
munity System will be madc available.
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19.8. Easement to Inspect and Right to
Correct

ﬁﬂ]c Founder, or somcone it designatcs,
may cntcr onto any Llnit to inspcct and corrcect
problems with the Unit. The Founder must give
the Owner of the Unit prior notice, and if enter-
ing an cnclosed structure on the Unit, obtain the
Owner's prior consent unless it is an emergency.

During the Development and Sale Pcriod, the
Founder reserves for itself and others it may des-
ignate the right, but not the obligation, to in-
spect, monitor, test, rcdesign, and correct any
structure, improvement, or condition that may
exist on any portion of the property within the
Community, including Units, and a perpetual
noncxclusive easement of access throughout the
Community to the extent reasonably necessary to
exercise such right. Except in an cmergency,
entry onto a Unit shall be only after reasonable
notice to the Owner, and no entry into an en-
closcd structurc shall be permitted without the
The person exercising this
easement shall promptly repair, at such person's

QOwner's conscnt.

own cxpensc, any damage he or she causes.
Nothing in this paragraph shall relicve an Owner
of the responsibility for the maintenance and re-
pair of his or her Unit.

19.9. Right to Notice of Design or Con-
struction Claims

During the Development and Sale Period, no
Pcrson shall retain an expert for the purpose of
inspecting the design or construction of any
structures or improvements within the Commu-
nity in connection with or in anticipation of any
potential or pending claim, demand, or litigation
involving such design or construction unless the
Founder and any builder involved in the design
or construction have been [irst notified in writing
and given an opportunity to meet with the owner
of the property to discuss the owner's concerns
and conduct their own inspection.
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Additional Rights Reserved to the Founder

19.10. Right of Founder's Employees to NOTES
Use Amenities

During the Development and Sale Period, the
Foundecr and its employces, agents, and designees
may usc any rccrcational and Common Area [a-
cilities. During the Development and Salc Pe-
riod, the Association shall not convert any of the
recreational and/or Common Arca [acilitics to

usc as offices without the prior written consent of
the Founder.

19.11. Right to Transfer or Assign the
Founder's Rights

Any or all of the Founder's special rights and
obligations sct forth in this Charter or the By-
Laws may be transferred in whole or in part to
other Persons. However, such a transfer shall
not reduce an obligation nor enlarge a right be-
yond that which Founder has under this Charter
or the By-Laws, No such transfer or assignment
shall be cffective unless it is in a recorded instru-
ment the Founder signs. The foregoing sentence
shall not preclude the Founder from permitting
other Persons to cxercisc, on a one-time or lim-
ited basis, any right reserved to the Founder in
this Charter where the Founder does not intend
to transfer such right in its entirety. In such case,
it shall not be nccessary to record any written
assignment unless nccessary to evidence the
Founder's consent to such exercise.

19.12, Termination of Rights

The rights contained in this chapter shall be
perpetual unless otherwise limited to the Devel-
opment and Salc Period. The Founder may vol-
untarily terminatc any of its rights by recording a
written statcment spccifying such intent to ter-
minate.

The very essence Qf ]eadership is that Jyou have
to have a vision. Theodore Hesburgh
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PART SIX: PROCEDURES FOR AND LIMITATIONS ON CERTAIN ACTIONS

There are many ways of going forward, but only one way of standing still.
Franklin D. Roosevelt
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Chapter 20

Dispute Resolution and Limitation on Litigation

From time to time, disputes may arise between Own-
ers or between an Owner and the Association, the Foun-
der, or others in the Community. This chapter commits
the parties to any such dispute ta work together in an
attempt to resolve the dispute without litigation in or-
der to_facilitate the prompt resolution of such disputes
in @ manner that respects and builds upon the refation-
ships between the parties. It also requires substantial
support of the Association's membership before the Asso-
ciation can engage in certain types qfh'tigation that
could result in significant legal and emotional costs to
the Communi!_:y.

20.1. Agreement to Encourage Resolu-
tion of Disputes Without Litigation

(a) Bound Parties. The Founder; the Asso-
ciation and its officers, directors, and committee
members; all Persons subject to this Charter; and
any Person not otherwisc subjcet to this Charter
who agrees to submit to this chapter (including
without limitation any Private Amenity owner)
(collectively, "Bound Partics"), agree that it is in
the best interest of all concerned to cncourage
the amicable resolution of disputes involving the
Community without the emotional and financial
costs of litigation. Accordingly, each Bound
Party agrees not to file suit in any court with re-
spect to a Claim described in subsection (b),
unless and until it has first submitted such Claim
to the alternative dispute resolution procedures
sct forth in Section 20.2 in a good faith effort to
resolve such Claim.

(b} Claims. As uscd in this chapter, the
term "Claim" shall refer to any claim, grievance,
or dispute arising out of or relating to:

(i) the interpretation, application, or
cnforcement of the Governing Documents;

(ii) the rights, obligations, and duties of
any Bound Party under the Governing Docu-
nments; or
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(iii) the design or construction of Im-
provements within thc Community, other than
matters of acsthetic judgment under Chapter 6,
which shall not be subject to review and shall not
be subjcct to this chapter.

(¢} Exceptions. The following shall not be
considercd "Claims” unless all partics to the mat-
ter otherwisc agrec to submit the matter to the
procedures set forth in Section 20.2:

(i) any suit by the Association to collect
assessments or other amounts due from any
Owner;

(ii) any suit by the Association to obtain
a temporary restraining order (or cmergency
equitable relicl) and such ancillary relief as the
court may deem neccssary in order to maintain
the status quo and prescrve the Association's abil-
ity to enforce the provisions of Part Two of this
Charter (relating to creation and maintenance of
community standards);

(iif) any suit that does not include the
Founder or the Association as a party, if such suit
asserts a Claim that would constitute a cause of
action independent of the Governing Docu-
ments;

(iv) any dispute that. affects the material
rights or obligations of a party who is not a
Bound Party and has not agreed to submit to the
procedures sct forth in Section 20.2; and

(v) any suit as to which any applicable
statutc of limitations would expire within 180
days of giving the Notice required by Scction
20.2(a), unless the party or partics against whom
the Claim is made agree to toll, or extend, the
Claim's statute of limitations to comply with this

chapter,
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20.2. Dispute Resolution Procedures

(a) Notice. The Bound Party asserting a
Claim ("Claimant") agﬂinst another Bound Party
("Respondent™) shall give written notice ("No-
tice") by mail or personal dclivery to each Re-
spondent and to the Board, stating plainly and
concisely:

(i) the naturc of the Claim, including
the Persons involved and the Respondent's role
in the Claim;

(ii} the legal basis of the Claim (i.e., the
specific authority out of which the Claim arises);

(iiiy the Claimant's proposed resolution
or remedy; and

(iv) the Claimant's desire to meet with
the Respondent to discuss, in good faith, ways to
resolve the Claim.

(b) Negotiation. The Claimant and Re-
spondent shall make cvery reasonable effort to
mect in person and confer for the purpose of re-
solving the Claim by good faith ncgotiation, I
requested in writing, accompanied by a copy of
the Notice, the Board may appoint a representa-
tive to assist the parties in negotiating a resolu-
tion of the Claim.

(c) Mediation. If the partics have not re-
solved the Claim through ncgotiation within 30
days of the date of the Notice (or within such
other agreed upon period), the Claimant shall
have 30 additional days to submit the Claim to
mediation with an cntity designated by the Asso-
ciation (if the Association is not a party to the
Claim) or to an independent agency providing
disputc resolution services in the Sussex County
arca. Each Bound Party shall present the media-
tor with a written summary of the Claim.

If the Claimant docs not submit the Claim to
mediation within such time, or does not appear
for and participate in good faith in the mediation
when scheduled, the Claimant shall be deemed to
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have waived the Claim, and the Respondent shall
be relieved of any and all liability to the Claimant
(but not third parties) on account of such Claim.

If the partics do not settle the Claim within 30
days after submission of the matter to mediation,
or within such time as determined rcasonable by
the mediator, the mediator shall issue a notice of
termination of the mediation proceedings indicat-
ing that the parties are at an impasse and the date
that mediation was terminated. The Claimant
shall thereafter be entitled to file suit or to initi-
ate administrative proccedings on the Claim, as
appropriatc.

Each Bound Party shall bear its own costs of
the mediation, including attorneys fees, and each
Party shall pay an equal share of the mediator's
fees.

(d) Settlement, Any scttlement of the
Claim through negotiation or mediation shall be
documentcd in writing and signed by the partics.
If any party thercafter fails to abide by the terms
of such agreement, then any other party may file
suit or initiate administrative procccdings to cn-
force such agreement without the need to com-
ply again with the procedurcs sct forth in this
section. In such event, the party taking action to
enforce the agreement or award shall, upon pre-
vailing, be cntitled to recover from the non-
complying party (or if morc than one non-
complying party, [rom all such partics in equal
proportions) all costs incurred in cnforcing such
agreement or award, including, without limita-
tion, attorneys fees and court costs.

20.3. Initiation of Litigation by Associa-
tion

In addition to compliance with the foregoing
alternative dispute resolution procedures, if ap-
plicable, the Association shall not initiate any ju-
dicial or administrative procceding unless first
approved by a vote of Voting Dclegates repre-
scnting at least 75% of the total votes in the As-
sociation, except that no such approval shall be
required for actions or proceedings:



Dispute Resolution and Limitation on Litigation

(a) initiated during the Founder Control Pe-
riod;

(b) initiated to enforce the provisions of this
Charter, including collection of assessments and
foreclosure of liens;

(c) initiated to challenge ad valorem taxation
or condemnation proceedings;
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(d) initiated against any contractor, vendor,
or supplicr of goods or services to the Association
arising out of a contract for services or supplies;

or

(e) to dcfend clairns filed against the Associa-
tion or to assert counterclaims in proceedings
instituted against it.

This scction shall not be amended unless such
amendment is approved by the same percentage
of votes nccessary to institute procccdings.

DISPUTE RESOLUTION TIMELINE

Day 1 Day 2-30

Written Notice Negotiations

of Claim

R e AR R

Claim Between Bound Parties

Day 31-60 Day 61-90+

Request
Mediation

Mediation

* Good faith effort

+ Parties meetin
person

*Factual Basis
‘Legal Basis

*Propose a resolution
» May request Board

*Propose a meeting assistance

*Send copy to Board

« Claimant must submit

» Mediator assigned by

+ If Claim is not

» Agency supplies rules

* Fee split between

claim parties

* Written summary from

Association or each side

independent agency . o
* Supervised negotiation

submitted, it is waived » Contractual settlement

= Termination of
mediation
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Chapter 21

Changes in the Common Area

Various iqﬂuences and circumstances within and
outside the Community mdy give rise to a need or desire
to make changes in the ownership gfor rights to use
Common Area. This chapter explains the procedures for
dealing with matters such as changing use rights in
Common Area or Limited Common Area, partition of

the Common Area, and condemnation.

21.1, Assignment and Reassignment of
Limited Common Area

The Board may designate a portion of the
Common Arca as Limited Common Arca, and
may rcassign Limited Common Area, upon ap-
proval of the Board and the vote of Voting Dele-
gates representing a majority of the total votes in
the Association, including a majority of the votes
attributable to Units to which the Limited Com-
mon Arca is proposcd to be assigned or rcas-
signed. During the Development and Sale Pe-
riod, any such assignment or rcassignment shall
also require the Founder's written consent,

Upon approval of a majority of Owners of
Units to which any Limited Common Area is as-
signed, the Association may permit O?vncrs of
other Units to usc all or a portion of such Limited
Common Area upon payment of rcasonable uscr
fees, which fees shall be used to offset the Service
Arca Expenses attributable to such Limited
Common Area.

21.2. Condemnation

ﬁ}\ public entity such as a town, county, or
statc has the power to condemn property for its
own uscs and generally has to pay the valuc of the
property to do so.

If any part of thc Common Area is taken by
any authority having the power of condemnation
or cminent domain, or conveyed by the Associa-
tion in licu of and under threat of condemnation
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with such approval as may be required under Sec-
tion 21.4, each Owner shall be entitled to writ-
ten notice of such taking or conveyance prior to
disbursement of any condemnation award or
proceeds from such conveyance. Such award or
proceeds shall be payable to the Association to be
disbursed as follows:

If the taking or conveyance involves a portion
of the Common Area on which improvements
have been constructed, the Association shall re-
storc or rcplace such improvements on the re-
maining land included in the Common Arca to
the cxtent available, unless within 60 days after
such taking the Founder, during the Develop-
ment and Sale Period, and Voting Delegates rep-
resenting at least 67% of the total votes in the
Association shall otherwisc agree.- Any such con-
struction shall be in accordance with plans ap-
proved by the Board. The provisions of Scc-
tion 10.4 rcgarding funds for restoring improve-

ments shall apply.

If the taking or conveyance docs not involve
any improvemcnts on the Common Area, if a
decision is made not to repair or restore, or if nct
funds remain aftcr any such restoration or re-
placement is complete, then such award or net
funds shall be treated in the same manner as pro-
ceeds from the sale of Common Areca under Sce-
tion 21.4.

21.3. Partition

M Partition is a legal action in which a party
requests to have a portion of one interest in
property split off so that the party can possess
that portion or intercst scparately from other
parties who have rights in the property.

Except as permitted in this Charter, the
Common Area shall remain undivided, and no
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Person shall bring any action to partition any por-
tion of the Common Areca without the written
consent of all Owners and Mortgagees. This sec-
tion shall not prohibit the Board from acquiring
and disposing of tangible personal property or
from acquiring and disposing of real property
that may or may not be subject to this Charter,

with such approval as may be required under Sec-
tion 21.4.

21.4. Transfer or Dedication of Common
Area

The Association may dedicate portions of the
Common Area to Sussex County, or to any other
local, state, or fedecral governmental or quasi-
governmental entity, may subject Common Areca
to a sccurity interest, or may transfer or convey
Common Arca as follows:

(a) if Common Area other than Limited
Common Arca, upon the written direction of
Voting Delcgates represcnting at least 67% of the
total votes in the Association and the Founder
during the Development and Sale Period; or

(b) if Limited Commeon Arca, upon written
approval of Owners representing at least 75% of
the Units to which such Limited Common Area is
assigncd.

The Founder's consent shall be required dur-
ing the Development and Sale period.

The procceds from the sale or mortgaging of
Common Arca other than Limited Common
Area shall be an asset of the Association to be
uscd as the Board determines. The procceds
from the salc or mortgaging of Limited Common
Area shall be disbursed in the manner approved
by the Owners of Units to which the Limited
Common Arca is assigned at the time such sale or
mortgage is authorized.

The Founder may dedicate roads and other
property within the Community as contemplated
under the Master Plan.
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NO COnVC)’aI’lCC or encumbrancc Of Common
Arca may deprive any Unit of rights of access or
support.

Anyone who has never made a mistake has never

tried an ]thing new. Albert Einstein

NOTES
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Chapter 22

Termination and Amendment of Community Charter

As the Community matures and grows, the rules by
which the Community is governed must be flexible
enough to adapt to changes in the development plan, as
well as changes in the needs and desires of the Commu-
nity that inevitably will occur. This chapter sets out
procedures by which either the Founder or the Owners
as a group may amend this Charter to address such
changes.

22.1. Term and Termination

ﬁ There is an old concept of law known as
the "Rule Against Perpetuities” that restricts how
long covenants can affect the title to land. Many
jurisdictions no longer obscrve the rule; how-
cver, where the rule applies, the term of the
covenants cannot cxceed 21 years after the death
of a named person who is living at the time the

covenants are recorded,

This Charter shall be effective for a minimum
of 21 ycars from the date it is recorded. After 21
ycars, this Charter shall be cxtended automati-
cally for successive 10-ycar periods unless at least
75% of the then Owners sign a document stating
that this Charter is terminated and that document
is rccorded within the ycar before any extension.
In such casc, this Charter shall terminate on the
date specified in the termination document.

if any provision of this Charter would be
unlawful, void, or voidable by rcason of any
Dclaware law restricting the period of time that
covenants on land may be enforced, that provi-
sion shall cxpire 21 ycars after the death of the
last survivor of the now living descendants of
Elizabeth 11, Qucen of England.

any casement crcated in this Charter without the
conscnt bf the holder of such easement.

This Fction shall not permit termination of
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22.2. Amendment

(a) By Founder.
amendment rights granted elscwhere in  this

In addition to specific

Charter, until conveyance of the first Unit to a
Person other than a Builder, the Founder may
unilaterally amend this Charter for any purpose.

Thercafter, the Founder may unilatcrally
amend this Charter if such amendment is neces-
sary (i) to bring any provision into compliance
with any applicable governmental statute, rule,
regulation, or judicial determination; (ii) to en-
able any rcputable title insurance company to
issue title insurance coverage on the Units;
(iif) to cnable any institutional or governmental
lender, purchascr, insurer, or guarantor of mort-
gage loans, including, for example, the Federal
National Mortgage Association or Federal Home
Loan Mortgage Corporation, to make, purchase,
insure, or guarantee mortgage loans on the
Units; (iv) to satisfy the requircments of any lo-
cal, state, or federal governmental agency; or
(v) to clarify or correct technical, typographical,
or scrivencr's errors. Howcver, any amendment
under this paragraph shall not adversely affect the
title to any Unit unless the Owner consents in
writing.

In addition, during the Development and Sale
Pcriod, the Founder may unilatcrally amend this
Charter for any other purpose, provided the
amendment has no matcrial adverse effect upon
the rights of more than 2% of the Owners.

(b) By Owners. Exccpt as otherwisc specili-
cally provided above and elscwhere in this Char-
ter, this Charter may be amended only by the
affirmative votc or writtcn consent, or any com-
bination thercof, of Voting Dclegates represent-
ing at least 75% of the Units (with each Unit be-

~ ing allocated onc vote regardless of whether

owned by the Founder or an Affiliatc of the
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Termination and Amendment of Community Charter

Founder). In addition, during the Development
and Sale Period, any such amendment shall also
require the Founder's written consent.

Notwithstanding the above, the percentage of
votes nccessary to amend a specific clause shall
not be less than the preseribed percentage of af-
firmative votes required for action to be taken
under that clause. The approval of Eligible
Mortgagees shall be obtained to the extent re-

quircd under Scction 17.4.

(¢) Validity and Effective Date. No
amcndment may remove, revoke, or modify any
right or privilege of the Founder or the Founder
Member without the written consent of the
Founder or Founder Member, respectively (or
the assignee of such right or privilege). In addi-
tion, the approval requircments sct forth in
Chapter 17 shall be met, if applicable.

If an Owner consents to any amendment to
this Charter or the By-Laws, it will be conclu-
sively presumed that such QOwner has the author-
ity to consent, and no contrary provision in any
Mortgage or contract between the Owner and a
third party will affect the validity of such amend-
ment.

-Any amendment shall become effective upon
recording unless a later cffective date is specified
in the amendment. Any procedural challenge to
an amendment must be made within six months
of its recordation or such amendment shall be
presumcd to have been validly adopted. In no
cvent shall a change of conditions or circum-
stances opcratc to amend any provisions of this
Charter.

(d) Exhibits. Exhibits "A" and "B" arc in-
corporated by this reference, and this chapter
shall govern amendment of thosc cxhibits. Ex-
hibit "C" is incorporated by this refercnce and
may be amended under Chapter 8 or pursuant to
this chapter. Exhibit "D" is attached for informa-
tional purposes and may be amended as provided
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in those exhibits or in the provisions of this Char-
ter, which refer to such exhibits.

NOTES
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THIS COMMUNITY CHARTER is made this 22 day of FebRvAdy ,20 085, by Carl M. Freeman
Communities L.L.C., a Delaware limited liability company ("Founder"). In witness whereol, the under-
signed Founder has cxecuted this Charter the date and year first written above.

FOUNDER: CARL M. FREEMAN COMMUNITIES L.L.C.,

A D?»ufﬁ'\n/ited liability company
By L

2\
theormas C. Nalverstads [SEAL]
=a VY

1ts: ’

(WS> .
Da yid (g Leyi ek [SEAL]
1ts: fssiste o

STATE OF DELAWARE )
) ss
COUNTY OF SUSSEX )
' Jw mag C. W
On this day crsonally appeared before mewk £. toc mec known to be the
of Carl M. Frecman Communities L.L.C., a Dclawar limited liability company,
that exccuted the foregoing instrument, and acknowledged such instrument to be the free and voluntary act
and dced of such company, for the uses and purposcs therein mentioned, and on oath stated that he/she
was duly authorized to execute such instrument.

GIVEN UNDER MY HAND AND OFFICIAL SEAL thjs-?ﬁay of L/m , 200 f

N OTARYZUBLIC

My Commission Expires: _¢ o f

Cathy W. DiGrazio
Notary Public-Delaware
My Commission Expires 12/2/0g _

7 4
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OWNER CONSENT
TO COMMUNITY CHARTER FOR BAYSIDE

IN WITNESS WHEREQF, the undersigned, as owner of the property as
described on Exhibit "A" to the Charter, hereby consents to the within and foregoing

Charter and the recording of such this _22/® dayof _ PFEGRvARM , 2005,
PROPERTY OWNER: CMF BAYSIDE, L.L.C., a Delaware
limited liability company
By: / M /é ¢

wird s [SEAL]
Its: Vi s@dﬁ

STATE OF MM‘! !W )

( ) ss
COUNTY OF l;gd!ﬁgdg )
On this day personally appeared before me M C’l . -ﬁj Wﬁ/ﬂz5 , to me

known to be the of CMF Bayside, L.L.C., a Delaware limited
liability company, that executed the foregoing instriment, and acknowledged such
instrument to be the free and voluntary act and deed of such company, for the uses and

purposes therein mentioned, and on oath stated that he/she was duly authorized to
execute such instrument.

,C GIVEN UNDER MY HAND AND OFFICIAL SEAL this a?gu_,ﬁ day of
Mo it , 2005. //&1 A
i ) )q/
NOTARY PUBLIC

My Commission Expires: _7 Zpi M /
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EXHIBIT "A"

Land Initially Submitted

All thosc certain tracts, picces or parcels of land, situate, lying and being in Baltimore Hundred,
Sussex County, Statc of Delaware, as shown on: that certain plot entitled Americana Bayside, Carl
M. Freeman Communities, Sussex County, Delaware, Amended MR-RPC Plat for Phase 1A Town
Center, prepared by George, Miles & Buhr, LLC, Architects & Engincers, dated January 27, 2005 -
and recorded in the Office of the Recorder of Deeds in and for Sussex County, at Georgetown,
Delawarc in Plot Book 91, Page 132; that certain plot cntitled Americana Bayside, Carl M. Freeman
Communities, Sussex County, Delaware, Amended Preliminary/Final Site Plans for Phase 1B, pre-
parcd by George, Miles & Buhr, LLC, Architects & Engincers, dated December 22, 2004 and re-
corded in the Office of the Recorder of Deeds in and for Sussex County, at Georgetown, Delawarc
in Plot Book 91, Page 149; that certain plot entitled Americana Bayside, Carl M. Freeman Commu-
nities, Susscx County, Delaware, Amended MR-RPC Plat for Phasc 2 Town Center, prepared by
George, Miles & Buhr, LLC, Architects & Enginecrs, dated January 31, 2005 and recorded in the
Office of the Recorder of Deeds in and for Sussex County, at Georgetown, Delaware in Plot Book
91, Page 143; and that certain plot entitled Amcricana Bayside, Carl M. Freeman Communities, Sus-
sex County, Delaware, Amended MR-RPC Plat for Phasc 3 Town Center, prepared by George,
Miles & Buhr, LLC, Architects & Engincers, dated January 31, 2005 and recorded in the Office of
the Recorder of Deeds in and for Sussex County, at Georgetown, Delaware in Plot Book 91, Page
138; EXCEPTING AND EXCLUDING, HOWEVER, THE FOLLOWING LOTS: that certain
lot designated as “Parecl 17.02” (Tax Map Pareel 5-33-19.00-17.02), consisting of 8.5 acres +/-, on
that certain Lot Line Revision For Parcels 16, 17.02 and 38, prepared by George, Miles & Buhr,
LLC, Architects & Enginecrs, dated January, 2003, as filed for record in the Office of the Recorder
of Deeds in and for Sussex County, at Georgetown, Dclaware, in Plot Book 82 at page 117; that
certain lot designated as Lot 90, Tax Map Parcel 5-33-19.00-39.00, consisting of 3.27 acres +/-, as
shown on that certain plot entitled Americana Bayside, Carl M. Freeman Communitics, Sussex
County, Delaware, Amended MR-RPC Plat for Phasc 2 Town Center, prepared by George, Miles &
Buhr, LLC, Architcets & Enginecrs, dated January 31, 2005 and recorded in the Office of the Re-
corder of Deeds in and for Sussex County, at Georgetown, Delaware in Plot Book 91, Page 143,
and that certain lot designated as Lot 9, consisting of 6,800 SF +/-, as shown on that certain plot en-
titled Americana Bayside, Carl M. Freeman Communitics, Sussex County, Delaware, Amended Pre-
liminary/Final Site Plans for Phase 1B, prepared by George, Miles & Buhr, LLC, Architccts & Engi-
ncers, dated December 22, 2004 and recorded in the Office of the Recorder of Deeds in and for
Sussex County, at Georgetown, Dclaware in Plot Book 91, Page 149.
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EXHIBIT "B"

Land Subject to Annexation

Any and all property lying and being in Sussex County, Delaware or Maryland, that is within 10 miles of
any boundary of the property comprising the Community at any time.



03106 2208
EXHIBIT "C"

Initial Rules

The following Rules shall apply to all of the Community until such time as they arc modified pursuant to
the Charter.

1. General. The Community shall be uscd only for residential, recrcational, and related purposes
(which may include, without limitation, an information center and/or a sales office for any real estatc bro-
ker retained by the Founder to assist in the sale of property described in Exhibit "A" or "B," offices for any
property manager rctained by the Association, or business offices for the Founder or the Association) con-
sistent with this Charter and any Supplement.

2. Restricted Activities. Unlcss cxpressly authorized by, and then subject to such conditions as
may be imposed hy, the Board, the following activities arc prohibited within the Community:

(2) Parking of commercial vehicles or equipment, mobile homes, recrcational vchicles, golf carts,
boats and other watercraft, trailers, stored vehicles, or inopcrable vchicles in places other than enclosed
garagcs; provided, construction, service and dclivery vehicles shall be excmpt from this provision during
normal busincss hours for such period of time as is reasonably necessary to provide scrvice or to make 2
delivery to a Unit or the Common Arca, provided that no parked vehicle shall block any sidewalk within
the Community;

(b) Raising, breeding, or keeping animals cxcept that a reasonable number of dogs, cats, or other
usual and common household pets may be permitted in a Unit. However, those pets that are permitted to
roam frce, or, in the Board's sole discretion, make objectionable noisc, endanger the health or safety of, or
constitutc a nuisance or inconvenicnee to the occupants of other Units shall be removed upon the Board's
request. If the pet owner fails to honor such request, the Board may remove the pet. Pets shall be kept on
a lcash or otherwise confined in a manner acceptable to the Board whenever outside the dwelling, and all
pet owners shall be responsible for immcdiately removing and disposing of any pet waste. Pets shall be
registered, licensed, and inoculated as required by law;

(c) Any activity that emits foul or obnoxious odors outside the Unit or creates noise or other
conditions that tend to disturb the peace or threaten the safety of the occupants of other Units;

(d) Any activity that violates local, state, or federal laws or regulations; however, the Board shall
have no obligation to take cnforcement action in the cvent of a violation;

(¢) Pursuit of hobbies or other activitics that tend to cause an unclean, unhealthy, or untidy con-
dition to cxist outside of enclosed structures on the Unit;

(f) Any noxious or offensive activity which in the reasonablc determination of the Board tends to
causc embarrassment, discomfort, annoyance, or nuisance to persons using thc Common Arca; persons
working in the Common Arca; or to the occupants of other Units;

(g) Outside burning of trash, leaves, debris, or other matcrials, except during the normal course
of constructing a dwelling on a Unit;
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(h) Using or discharging any radio, loudspeaker, horn, whistle, bell, or other sound device so as
to be audible to occupants of other Units, cxcept alarm devices used cxclusively for sccurity purposcs;

(1) Using and discharging firccrackers and other fireworks;

(i) Dumping grass clippings, lcaves, and other debris; petroleum products; fertilizers; or other
potentially hazardous or toxic substances in any drainage ditch, stream, creek, or pond, or clsewhere
within the Community, cxcept that fertilizers may be applied to landscaping on Units provided care is
taken to minimize runoff, and the Founder and the Builders may dump and bury rocks and trees removed
from a building sitc on such building site;

(k) Accumulating rubbish, trash, or garbage cxcept between regular garbage pick ups, and then
only in approved containers, which must be stored in an enclosed garage except on the regular day for gar-
bage collection;

(I) Discharge of fircarms; provided, the Board shall have no obligation to take action to prevent
or stop such discharge;

(m) On -site storage of fuel, except that a reasonable amount of fucl may be stored on cach Unit
for emergency purposes and operation of lawn mowers and similar tools or equipment, and the Association
shall be permitted to store fuel for operation of maintenance vehicles, generators, and similar cquipment;

(n) Any activitics that materially disturb or destroy the vegetation, wildlife, wetlands, or air qual-
ity within the Community, that use excessive amounts of water, or that result in unreasonable levels of
sound or light pollution;

(0) Conversion of any carport or garage to finished space for use as an apartment or other integral
part of the living area on any Unit;

{p) Placement, construction, installation, or any modification of any thing, permanently or tem-
porarily, on the outside portions of the Unit, whether such portion is improved or unimproved, except in
strict compliance with the provisions of Chapter 6 and the Design Guidclines. This shall include, without
limitation, signs (other than one sign placed in the front of a dwelling advertising that the Unit is for sale);
basketball hoops, swing scts, and similar sports and play equipment; clotheslines; garbage cans; woodpiles;
lawn ornamentation; above-ground swimming pools; docks, piers, and similar structures; hedges, walls,
dog runs, animal pens, or fences of any kind; and satcllite dishes and antennas, except that:

(i) an antenna designed to reccive direct broadcast satellite services, including direct-to-
home satellite services, that is one meter or less in diameter;

(i)  an antenna designed to reccive video programming scrvices via multipoint distribution
scrvices, including multichannel multipoint distribution services, instructional television fixed services, and
local multipoint distribution services, that is one meter or less in diameter or diagonal measurement; or

(i) an antenna that is designed to receive television broadcast signals

shall be permitted on Units, subject to such reasonable requirements as to location and screening as may be
set forth in the Design Guidelines, consistent with applicable law, in order to minimize obtrusiveness as
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viewed from strects and adjacent property. The Founder and/or the Association shall have the right, with-
out obligation, to crect an acrial, satcllite dish, or other apparatus for a master antenna, cable, other com-
munication system for the benefit of all or a portion of the Community, should any master system or sys-
tems be utilized by the Association and require such cxterior apparatus;

(q) Vehicle maintenance on any part of a Unit other than inside an cnclosed garage, except under
circumstances wherc it is not practical to do so. When it is not practical to perform vchicle maintenance in
an enclosed garage, such maintenance may be performed in a driveway, provided such activity must occur
only during daylight hours and the vchicle upon which maintenance is being performed must be placed in
an cnclosed garage at the end of each day;

(r) Installation or storage, permanently or temporarily, of propane gas tanks and/or cylinders
with capacity in cxcess of one hundred pounds of propane gas during the term of CMF Bayside, L.L.C.'s
energy services agrecment with Sharp Energy, Inc., a Delaware corporation. No amendment may be made
to this restriction during the term of such cnergy services agreement; and

(s) Any garage sale, moving salc, rummage sale, or similar activity more than one time per year
on any Unit.

3. Prohibited Conditions and Activities. The fo]lowing shall be prohibited in the Community:

(a) Plants, animals, devices, or other things of any sort whose activitics or existence in any way is
noxious, dangcrous, unsightly, unpleasant, or of a naturc as may diminish or destroy the cnjoyment of the
Community;

(b) Structures, cquipment, or other items on the cxterior portions of a Unit that have become
rusty, dilapidated, or otherwisc fallen into disrepair, including, but not limited to worn, peeling, or
chipped paint on the exterior portion of a Unit;

(c) Capturing, killing, or trapping wildlife within the Community, except by appropriately
trained Persons in circumstances imposing an imminent threat to the safety of Persons or pets; and

(d) Sprinkler or irrigation systems or wells of any type which draw upon water from creeks,
strcams, ponds, lakes, wetlands, or other ground or surface waters within the Community, except that the
Founder and the Association shall have the right to draw water from such sources.

4, Signs. The following restrictions on signs shall apply to all Units within the Community unless

otherwisc stated or unless otherwisc approved by the Board. All signs must mect the guidelines adopted by
the Board.

(@) Prior to the initial occupancy of the Unit, cach Unit may display a sign sctting forth the
Owner's name and the name of the architect and Builder of the Unit and, in the case of a Unit owned by
the Founder or a Builder approved by the Founder, a sign indicating that the Unit is available for sale; pro-
vided, any such signs shall be removed at the time of initial occupancy.

(b) Exccpt as provided in Paragraph 4(a), no "for sale" or "for leasc" signs may be posted on a
Unit. An "open house" sign indicating that the Owner of the Unit is hosting such an cvent may be posted
on the Unit for a period not to excced three consecutive days.
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(c) Onc sign not exceeding 18" x 24" containing political or similar endorsements may be posted
on a Unit. Such sign may only be posted for 45 days prior to an election or a votec on a referendum and for

two days therealter.

(d) The Founder may post "modecl home" or similar signs on a Unit containing model homes open
to the public prior to initial occupancy of the Unit.

(e) No other signs, except thosc required by law, including posters, circulars, and billboards, may
be posted on any Unit so as to be visible from outside the Unit; provided, the Founder shall be cntitled to
post signs without Board approval.
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EXHIBIT "D"

Bx—Laws of Bayside Communit}: Association, Inc.
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BY-LAWS
OF

BAYSIDE COMMUNITY ASSOCIATION, INC.

Article 1
Name, Principal Office, and Definitions

1.1. Name.
The name of the corporation is Bayside Community Association, inc. (the "Association™).
1.2.  Principal Office.

The Association’s principal office shall be located in Sussex County, Dclaware. The Association may
have such other offices, either within or outside the State of Delaware, as the Board may detcrmine or as
the Association's affairs may require.

1.3. Definitions.

The words used in these By-Laws shall be given their normal, commonly understood definitions.
Capitalized terms shall have the same meaning ascribed to them in the Community Charter for Bayside
recorded by Carl M. Freceman Communities L.L.C., a Delaware limited liability company, in the public
records of Sussex County, Delaware, as it may be amended (the "Charter"). The term "majority," as used
in these By-Laws, mcans thosc votes, Owners, or other group, as the context may indicate, totaling more

than 50% of the total cligible number.

Article 2
Membership: Meetings, Quorum, Voting, Proxies

2.1. Membership.

The Association shall have two classcs of membership, one class consisting of the Owners and onc class
consisting of the Founder, as more fully st forth in the Charter. Provisions of the Charter pertaining to
membership arc incorporated by this reference.

2.2, Place of Meetings.

The Association shall hold meetings at the Association's principa] office or at such other suitable placc as
the Board may designatc.
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2.3. Association Meetings.

(2) General. Association mectings shall be of the Voting Delegates unless the Board otherwise
specifics or Delaware law otherwise requires; provided, until Voting Delegates are selected, mectings shall
be of the Owners and references in these By-Laws to Voting Delegates shall be deemed to be refercnces to
the Owners. The first Association mecting, whether a regular or special meeting, shall be held within one
year after the Association’s incorporation.

(b) Annual Meetings. The Board shall schedule regular annual mectings to occur within 90 days
before or after the close of the Association's fiscal year, on such date and at such time and place as the Board
shall determine.

(¢) Special Meetings. The President may call special mectings. In addition, the President or the
Sccrctary shall call a special mecting if so directed by Board resolution or upon a written petition of Voting
Delegates representing at least 10% of the total votes in the Association,

2.4, Notice of Meetings.

The President, the Sccretary, or the officers or other persons calling a meeting of the Voting Delegates
shall deliver or cause to be delivered to cach Voting Delegate entitled to vote at such meeting a written
notice stating the place, day, and hour of the meeting. In the casc of a special meeting or when otherwise
required by statute, the Charter, or these By-Laws, the purposc or purposes for which the meeting is called
shall also be stated in the notice. No business shall be transacted at a special meeting except as stated in the
noticc.

Such notice shall be delivered by such means as permitted under Scction 9.5, at least 10 but not more
than 50 days beforc the date of such meeting.

2.5, Waiver of Notice.

Waiver of notice of a meeting of an Association meeting shall be deemed the equivalent of proper
notice. Any Voting Dclegate may waive, in writing, notice of any Association mecting, either before or
after such mecting. A Voting Dclegate's attendance at a meeting shall be deemed a waiver by such Voting
Dclegate of notice of the time, date, and place thercof, unless such Voting Delegate specifically objects to
lack of proper notice at the time the meeting is called to order. Attendance at a special meeting also shall
be deemed waiver of notice of all business transacted at such meeting unless an objection on the hasis of
lack of proper notice is raised before the business is put to a votc.

2.6. Adjournment of Me_etings.

If any Association mceting cannot be hcld because a quorum is not present, the Voting Delegates
representing a majority of the votes present at such mecting may adjourn the mecting to a time not less
than five nor morc than 30 days from the scheduled date of the original meeting. At the rcconvened
meeting, if a quorum is present, any business may be transacted that might have been transacted at the
meeting originally called. 1f those in attendance at the original meeting do not fix a time and place for
reconvening the mceting, the Board shall provide notice to the Voting Delegates of the time and place for
rcconvening the meeting in the manner prescribed for regular mectings.



503106 2218

Voting Delegates present at a duly called or held mecting at which a quorum is present may continue
to do business until adjournment, notwithstanding the withdrawal of enough Voting Delegates to leave less
than a quorum, provided at least a majority of the votes required to constitute a quorum must approve any
action taken.

2.7. Yoting.

(a) Voting Rights. Owners shall have such voting rights as arc set forth in the Charter, which
provisions are specifically incorporated by this reference. Until such time as the Board first calls for
clection of a Voting Delegate for any Neighborhood, the Owners within such Neighborhood shall be
cntitled personally to cast the votes attributable to their respective Units on any issue as to which a Voting
Dclegate representing the neighborhood would be cntitled to vote, and the term "Voting Delegate” shall
includc all such Owners.

(b) Election of and Removal of Voting Delegates. The Owners owning Units within each
Neighborhood shall clect a Voting Delegate to cast all votes attributable to their Units on all Association
matters requiring a iembership vote, cxcept as otherwise specificd in the Charter or thesc By-Laws. In
addition, each Neighborhood shall clect an alternate Voting Delcgate who shall be responsible for casting
such votes in the abscnce of the Voting Delegate.

The first clection of a Voting Delegate and altcrnate Voting Dcelegate from each Neighborhood shall
occur at least 30 days prior to any Association mecting at which the Voting Delegate from such
Necighborhood will be entitled to vote. Therealter, the Board shall call for an election of Voting Dclegates
and alternates on an annual basis. '

Voting Delegate clections shall be by ballots cast by mail, computer, or at a meeting of the Owners
within such Neighborhood, as the Board determines. Upon written petition signed by Owners holding at
least 20% of the votes attributable to Units within any Neighborhood, the election for such Neighborhood
shall be held at a meeting.  Candidates for clection as Voting Delegates may be nominated by the Board, a
nominating committee the Board may appoint, or from the floor at any mecting at which such election is to
be held. In addition or in the alternative, any Person may submit his or her name for consideration.

The presence, in person or by proxy, or the filing of ballots of Owners representing at lcast 20% of the
total votcs attributable to Units in thc Neighborhood shall constitute a quorum for any Neighborhood
meeting or clection. In the event of a failure to obtain a quorum or vacancy in such positions for any
Neighborhood, the Board may appoint a Voting Delegates or alternate Voting Delegate to represent such
Neighborhood until a successor is elected.

Subjcct to the above quorum requircment, in any election of Voting Delegates the candidate who
reccives the greatest number of votes shall be clected as the Voting Declegate and the candidate receiving
the next greatest number of votes shall be clected as the alternate Voting Delegate. In the cvent of a tie
votc among the leading candidates, the Voting Delegate shall be determined by drawing names from a hat,
with the first person drawn being the Voting Delegate and the second being the alternate Voting Delegate.
The Voting Delegate and the alternate Voting Delegate shall serve a term of onc year or until their
successors are clected, whichever is longer.
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Any Voting Dclegate may be removed, with or without cause, upon the vote or written petition of
Owners representing a majority of the total number of Units in the Neighborhood that the Voting Dclegate
represents.

(¢) Establishment of Election Districts. Founder shall establish Election Districts, if at all, not
later than the date of expiration of the Founder Control Period by filing with the Association and recording
a Supplement identifying the Units comprising cach Election District by Neighborhood designation, legal
description, or other means such that the Units within each Election District can easily be determined. The
Founder, acting alonc, may amend to change such designation at any time prior to the cxpiration of the
Founder Control Period. After the Founder Control Period, the Founder may amend to designate
additional Units as part of any Election District.

After termination of the Founder Control Period, the Board shall have the right to record or amend
any such Supplement upon the vote of a majority of the total number of directors and approval of Voting
Delegates representing a majority of the total number of Neighborhoods and a majority of the total votes in
the Association. Neither recordation of nor the Founder's amendment of such Supplement shall constitute
an amendment to the Charter. No consent or approval of any Person shall be required except as stated in
this subscction. Until such time as Election Districts are cstablished, all of Bayside shall constitute a single
Election District. After a Supplement establishing Election Districts has been recorded, any and all
portions of Bayside that are not assigned to a specific Election District shall constitute a single Election
District.

2.8, Proxies.

Voting Delegates may not vote by proxy but only in person or through their designated alternates;
however, any Voting Delegate who is entitled to cast only the vote(s) for his own Unit(s) pursuant to the
Charter may cast such vote(s) in person or by proxy until such time as the Board first calls for clection of a
Voting Delegate to represent the Neighborhood of which the Unit is a part. Likewisc, if an Owner is
cntitled personally to cast the vote for his Unit on any matter, he or she may vote in person or by proxy,
subject to the limitations of Delaware law and subject to any specific provision to the contrary in the
Charter or these By-Laws.

Every proxy shall be in writing specifying the Unit for which it is given, signed by the Owner or his or
her duly authorized attorney-in-fact and shall be dated and filed with the Association’s Secrctary prior to
the meeting for which it is to be effective. Unless the proxy specifically provides otherwise, a proxy shall
be presumed to cover all votes the Owner giving such proxy is entitled to cast, and in the event of any
conflict between two or more proxies purporting to cover the same voting rights, the later dated proxy
shall prevail, or if dated as of the same date, both shall be deemed invalid.

A proxy is effective only for the specific meeting for which it was originally given, as such meeting
lawfully may be adjourned and reconvened, and automatically expires 11 months after the date of the

mecting for which it was originally given. Every proxy is revocable at any time at the plcasure of the
Owner who cxccutes the proxy.

2.9. Quorum.

Except as these By-Laws or the Charter otherwise provide, the presence of Voting Delegates
representing 25% of the total votes in the Association shall constitute a quorum at all Association mcetings

4
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and the vote of Voting Delegates representing a majority of the total eligible votes cast shall constitute the
action of the Voting Dclegates.

2.10. Conduct of Meetings.

The President or a Board-approved designee shall preside over all Association meetings. The Secretary
shall insurc that minutes of the meetings are kept and that all resolutions adopted and all other transactions
occurring at such mcctings are kept with the Association's books.

2.11. Action Withouta Meeting.

Any action required by the Charter, the Certificate of Incorporation, or Delaware law to be taken at a
mecting of the Owners or Voting Delegates may be taken without a meeting, without prior notice, and
without a vote if written consent specifically authorizing the proposcd action is signed by the Owners or
Voting Declegates holding at least the minimum number of votes neccssary to authorize such action at a
meeting if all Owners or Voting Dclegates entitled to vote thereon were present. Such consents shall be
signcd within 60 days after reccipt of the earliest dated consent, dated and delivered to the Association.
Such consents shall be filed with the minutes of the Association and shall have the same force and cffect as a
vote of the Owners or Voting Delegates at a mecting. Within 10 days after receiving authorization for any
action by written consent, the Secretary shall give written notice to all Owners or Voting Delegates
entitled to vote who did not give their written conscnt, fairly summarizing the material features of the
authorized action,

Article 3
Board of Directors: Selection, Meetings, Powers

A. Composition and Selection.
3.1.  Governing Body; Qualification.

The Board shall govern the Association's affairs. Each dircctor shall have one vote. Except with
respect to directors appointed by the Founder, dircctors shall be Owners or residents. However, no

Owner and resident representing the same Unit may serve on the Board at the same time. A “resident”
shall be any natural person 18 ycars of agc or older whose principal residence is a Unit in the Community.

If an Owner is not an individual, any officer, director, partner, or trust officer of such Owner shall be
cligible to serve as a director unless a written notice to the Association signed by the Owner specifies
otherwisc. However, no Owner may have more than one such representative on the Board at a time,
except in the case of dircctors the Founder appoints.

3.2. Number of Directors.
The Board shall consist of three to five directors, as provided in Section 3.3.
3.3.  Selection of Directors; Term of Office,

(a) Inmitial Board. The initial Board shall consist of the threc dircctors identificd in the Certificate
of Incorporation, who shall scrve until their successors arc appointed or clected as provided in this scction.
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(b) Directors During Founder Control Period. Except as otherwisc provided in this
subscction, the Founder may appoint, remove, and replace Board members until termination of the
Founder Control Period. The Voting Delegates shall be entitled to elect a minority of the total number of
directors according to the following schedule (dircctors elected by the Voting Delegates are referred to as
"Owner Dircctors"):

(i)  Within 30 days after the time that Owners other than Builders own 25% of the maximum
number of Units permitted by the Master Plan or whenever the Founder carlier determines, the President
shall call for an election by which the Voting Delegates shall be entitled to elect one of the three directors.
The remaining directors shall be appointees of the Founder. The Owner Directors shall be clected for a
term of two years or until the happening of the event described in Scction 3.3(b)(ii), whichever is shorter.
I such directors' terms expire prior to the happening of the event described in Section 3.3(b)(ii), successors
shall be clected for a like term.

(i)  Within 30 days after the time that Owners other than Builders own 50% of the maximum
number of Units permitted by the Master Plan or whenever the Founder carlicer determines, the Board shall
be increased to five directors and the President shall call for an clection by which the Voting Delegates shall
be entitled to clect two of the five directors. The Founder shall appoint the remaining three directors. The
Owner Directors shall be clected for a term of two years or until the happening of the event described in
Section 3.3(c)(i), whichever is shorter. If such directors' terms expire prior to the happening of thc event
described in Section 3.3(c)(i), successors shall be elected for a like term.

(c) Directors After the Founder Control Period.

(i)  Within 30 days after the termination of the Founder Control Period, the President shall
call for an clection by which the Voting Delegates shall be entitled to elect four Owner Directors. Two
Owner Directors shall be clected to serve until the second annual meeting following their clection and two
Owner Directors shall be elected to serve until the third annual meeting following their clection, as such
directors detcrminc among themselves. Upon expiration of cach such director’s term, and thereafter upon
the expiration of cach successor's tcrm, a successor Owner Dircctor shall be elected by the Voting
Delegatcs for a two-year term.

(ii) The Founder shall be entitled to appoint, remove, and replace the fifth director until
termination of the Founder Membership, at which time the director appointed by the Founder shall resign.
The remaining directors shall be entitled to appoint a successor to fill the vacancy until the next annual
mecting, at which time the Voting Delegates, shall be entitled to clect a successor who shall be clected for a
term of two ycars,

(iiiy Owner Directors shall hold office until their respective successors have been elected.
Dircctors may serve any number of consecutive terms.

The diagram below illustrates the concept of transition of control of the Board during and after the
Founder Control Period,
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TRANSITION OF CONTROL OF BOARD OF DIRECTORS
Initial Board 25% of Total 50% of Total Units Termination of Termination of
Units Conveyed Founder Control Founder
Conveyed Pcriod Membership

Founder Owner Owner Owner Owner
Founder Founder Owner Owner Owner
Founder Founder Founder Owner Owner
Founder Owner Owner

Founder Founder Owner

3.4, Nomination and Election Procedures.

(a) Nomination of Candidates. At least 30 days prior to any election of directors by the Voting
Delegates, the Board shall appoint a Nominating Committee consisting of a chairman, who shall be a Board
member, and threc or more Owners or representatives of Owners, The Nominating Committec shall
serve a term of one year or until its successors are appointed. The names of the Nominating Committee
members shall be announced in the notice of each clection,

In preparation for cach clection, the Nominating Committee shall meet and make as many nominations
for election to the Board as it shall in its discretion determine, but in no cvent less than the number of
positions to be filled by the Owners at such election. In making its nominations, the Nominating
Committee shall use rcasonable cfforts to nominate candidates representing the diversity that exists within
the pool of potential candidates. Nominations shall also be permitted from the floor at the mceting at
which any clection is held. All candidates shall have a rcasonable opportunity to communicate their
qualifications to the Voting Delegates and to solicit votes.

(b} Election Procedures. At each clection, voting shall be by written ballot. Each Voting
Delcgate shall be entitled to cast all votes assigned to his or her Unit for each pasition to be filled from any
slate of candidates on which such Voting Delegatc is entitled to vote. There shall be no cumulative voting.
That number of candidates cqual to the number of positions to be filled receiving the greatest number of
votes shall be clected. Directors may be elected to serve any number of consecutive terms,

3.5. Removal of Directors and Vacancies,

Any dircctor clected by the Voting Delegates may be removed, with or without cause, by the vote of
Voting Dclegates holding a majority of the votes entitled to be cast for the clection of such director. Any
dircctor whosc removal is sought shall be given notice prior to any meeting called for that purpose. Upon
removal of a director, a successor shall be clected by the Owners entitled to elect the director so removed
to fill the vacancy for the remainder of the term of such director.
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At any miccting at which a quorum is present, a majority of the dircctors may remove any Owner
Director who (a) has three consccutive unexcused absences from Board mectings; (b) is more than 30 days
delinquent (or resides in a Unit owned by an Owner who is so delinquent) in the payment of any
assessment or other charge due the Association; or (c) fails to curc a violation of the Governing Documents
pertaining to his or her Unit after being given notice from the Board or its designce and a rcasonable
opportunity to curc such violation. The Board may appoint a successor to fill the vacancy for the remainder
of the term.,

In the cvent of the death, disability, or resignation of an Owner Director, the Board may declare a
vacancy and appoint a successor to fill the vacancy until the next annual meeting, at which time the Owners
entitled to fill such directorship may elect a successor for the remainder of the term.

This section shall not apply to directors the Founder appoints. Thc Founder may appoint a successor to
fill any vacancy on the Board resulting from the death, disability, or resignation of a dircctor appointed by
thc Founder,

B. Meetings.
3.6. Organizational Meetings.

. The Board shall hold an organizational meeting within 10 days following cach annual Association
meeting at such time and place as the Board shall fix for the purposc of electing officers and providing for
such other organizational functions as deemed appropriate.

3.7. Regular Meetings.

The Board shall hold regular meetings at such time and place as a majority of the directors shall
determine, but the Board shall mect at lcast four times each fiscal year with at least onc meeting per
quarter.

3.8. Special Meetings.

The Board shall hold special meetings when callcd by written notice the President, Vice President, or
any two directors sign(s).

3.9. Notice; Waiver of Notice.

(@) Notices of Board meetings shall specify the time and place of the meeting and, in the case of a
special mecting, the nature of any special business to be considered. The Board shall notify each director of
mcetings by posting in a prominent place or places in the Common Area and by: (i) personal delivery; (ii)
first class mail, postage prepaid; (iii) tclcphone communication, cither 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 (iv) facsimile, electronic mail, other electronic communication device, with
confirmation of transmission. All such notices shall be given at or sent to the director's telephone number,
fax number, clectronic mail number, or sent to the dircctor's address as shown in the Association's records.
The Board shall deposit notices sent by first class mail into a United States mailbox at least five business
days before the day of the mecting. The Board shall give notices by personal delivery, tclephone, or
clectronic communication at least 72 hours before the time sct for the meeting.
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(b)  The Board shall notify the Owners of cach Board mecting by cither: (i) posting notice of the
mecting in a conspicuous place in the Community at lcast 48 hours in advance of the mceeting; (ii)
publication of a schcdule of the Board mectings in a newspaper, newsletter, on a community intranet or
website, or by similar mcans at least seven days prior to the meeting; or (iii) mailing notice of the meeting
to cach Owner.

(c)  Transactions of any Board meeting, however called and noticed or wherever held, shall be as
valid as though taken at a mecting duly held after regular call and notice if (i) a quorum is present, and (ii)
cither before or after the mecting cach dircetor 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 mecting. Notice of a meeting also shall be deemed given to any director who attends the
meeting without protesting before or at its commencement about the lack of adequate notice.

3.10. Telephonic Participation in Meetings.

Mcmbers of the Board or any advisory committee the Board designates may participate in a Board or
advisory committee meeting by conference telephonce or similar communications equipment through which
all persons participating in the mecting can hear each other. Participation in a meeting pursuant to this
section shall constitute presence at such mecting.

3.t1. Quorum of Board.

At all Board mectings, a majority of the dircctors shall constitute a quorum for the transaction of
business, and the votes of a majority of the directors present at a mecting at which a quorum is present shall
constitute the deeision of the Board, unless Delawarc law, these By-Laws, or the Charter provide
othcrwise. A mecting at which a quorum is initially present may continue to transact busincss,
notwithstanding the withdrawa} of dircctors, if at lcast a majority of the required quorum for that meeting
approvcs any action taken. If the Board cannot hold a meeting becausc a quorum is not prescnt, a majority
of the directors present at such meeting may adjourn the meeting to a time not less than five nor more than
30 days from the date of the original meccting. At the reconvened mecting, if a quorum is present the
Board may transact, without further notice, any business it might have transacted at the original mecting.

3.12. Conduct of Meetings.

The President or any designee the Board approves by resolution shall preside over all Board mectings.
The Secretary shall ensurc that minutes of the mectings arc kept and that all transactions occurring at such
nicctings arc included in the Association's records.

3.13. Open Meetings; Executive Session.

(a)  Subject to the provisions of Scctions 3.15(b) and 3.16, all Board mcetings shall be open to all
Owners, but only directors may participatc in any discussion or deliberation unless a director requests that

attendces be granted permission to speak. In such casc, the President may limit the time any such
individual may speak.

(b) Notwithstanding the above, the President may adjourn any Board mecting and reconvence in
exccutive scssion and may exclude persons other than directors to discuss matters of a sensitive nature,
such as proposed, pending, or threatencd litigation, or other matters specificd by law. The Board also shall
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mect in exccutive session if requested by an Owner who may be subject to a finc, penalty, or other form of
discipline, and the Owner shall be entitled to attend such exccutive session,

3.14. Action Without a Formal Meeting.

Any action to be taken or which may be taken at a Board mceting may be taken without a meeting if
the dircctors sign a written consent, sctting forth the action so taken. Such consent shall have the same
force and effect as a unanimous vote,

C. Powers and Duties.

3.15. Powers.

The Board shall have the power to administer the Association's affairs, perform the Association's
responsibilitics, and cxercise the Association's rights as sct forth in the Governing Documents and as
provided by law. The Board may do or cause to be done on the Association's behalf all acts and things
except those that the Governing Documents or Delaware law require to be done and exercised exclusively
by the Voting Delegates or the membership gencrally.

3.16. = Duties.
The Board's dutics shall include, without limitation:

(a) preparing and adopting, in accordance with the Charter, an annual budget and establishing cach
Ownecr'’s share of the Common Expenses and any Service Arca Expenscs;

(b) levying and collecting assessments from the Owners;

(c) providing for the operation, care, upkeep, and maintenance of the Arca of Common
Responsibility consistent with the Community-Wide Standard;

(d)  opening bank accounts on the Association's behalf and designating the signatories required;

(c) depositing all funds received on the Association's behalf in a bank depository which it shall
approve and using such funds to operate the Association; however, in the Board's business judgment any
reserve funds may be deposited in depositories other than banks;

(f)  making and amending use restrictions and rules in accordance with the Charter;

(g) making or contracting for the making of repairs, additions, and improvements to or alterations of
the Common Arca in accordance with the Governing Documents;

(h) enforcing by legal means the provisions of the Governing Documents and bringing any
proceedings that may be instituted on behalf of or against the Owners concerning the Association;

however, the Association's obligation in this regard shall be conditioned in the manner provided in the
Charter;

(i)  obtaining and carrying property and liability insurance and fidelity bonds, as provided in the
Charter, paying the cost thereof, and filing and adjusting claims, as appropriatc;

10
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{(j) paying the cost of all services rendered to the Association;
(k)  kecping a detailed record of the Association's receipts and cxpenditures;

()  making available to any prospective purchascr of a Unit, any Owner, and the holders, insurers,
and guarantors of any Mortgage on any Unit, current copies of the Governing Documents and all other
books, records, and financial statements of the Association as provided in Scction 7.4; and

(m) indemnifying a dircctor, officer, or advisory committee member, or former director, officer, or
advisory committec member of the Association to the extent such indemnity is required by Delaware law,
the Certilicate of Incorporation, or thesc By-Laws.

3.17. Conflicts of Interest.

Unless otherwise approved by a majority of the other directors, no Owner Dircctor may transact
business with the Association or any Association contractor during his or her term as director or within two
years after the term expires. A director shall promptly disclose in writing to the Board any actual or
potential conflict of interest affecting the director rclative to his or her performance as a director. A
dircctor's failure to make such disclosurc shall be grounds for removal by a majority vote of the other Board
mecmbers.

Notwithstanding the above, directors appointed by the Founder may be employed by or otherwisc
transact business with the Founder or its affiliate, and the Founder may transact business with the
Association or its contractors.

Article 4
Officers

4.1. Officers.

The Association's officers shall include a President, Vice President, Secrctary, and Trcasurer. The
President and Secretary shall be clected from among Board members; other officers may, but need not, be
Board members. The Board may appoint such other officers, including one or more Assistant Sccretaries
and onc or morc Assistant Treasurers, as it shall deem dcesirable, such officers to have such authority and
perform such dutics as the Board prescribes. Any two or more offices may be held by the same person
except the offices of President and Sccretary.

4.2, Election and Term of Office.

The Board shall elect the Association's officers at the first Board meeting following cach annual meeting
of the Association, to serve until their successors are clected.

4.3. Removal and Vacancies.
The Board may remove any officer whenever in its judgment the Association's best interests will be

served and may fill any vacancy in any office arising because of death, resignation, removal, or otherwise,
for the unexpired portion of the term.

t
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4.4, Powers and Duties.

The Association's officers shall have such powers and duties as gencrally pertain to their respective
offices, as well as such powers and duties as the Board may specifically confer or impose. The President
shall be the Association's chiel cxecutive officer. The Treasurer shall have primary responsibility for
preparing the Association's budget as provided for in the Charter and may dclegate all or part of the
preparation and notification dutics to a finance committee, management agent, or both.

4.5, Resignation.

Any officer may resign at any time by giving written notice to the Board, thc President, or the
Secretary. Such resignation shall take cffect on the date of the receipt of such notice or at any later time
specificd therein.  Unless the resignation specifics, acceptance of such resignation shall not be nccessary to
make it effective.

Article 5
Committees

5.1. General.

The Board may appoint such other advisory committees as it deems appropriate to perform such tasks
and to serve for such periods (subject to Scction 5.4) as the Board may designate by resolution. Each
committce shall operate in accordance with the terms of such resolution.

5.2. Covenants Committee.

In addition to any other committees that the Board may cstablish pursuant to Section 5.1, the Board
may appoint a Covenants Committee consisting of at least three and no more than five Owners who shall
not be officers, directors, or employees of the Association or the spouse, parent, sibling, or child of any
officer, director, or employee. Acting in accordance with the provisions of the Charter, these By-Laws,
and resolutions the Board may adopt, the Covenants Committee, if established, shall be the Association's
hearing tribunal and shall conduct all hearings held pursuant to Section 8.2. The Covenants Committee
shall have no responsibility for secking out violations of the Governing Documents.

5.3. Service Area Committees.

The Owners within any Service Arca that has no formal organizational structure or association may
clect a Service Arca Committee to determine the naturc and extent of services, if any, it desires to have the
Association provide to the Service Area over and above those services which the Association provides to all
Units in the Community. A Service Arca Committee, if clected, shall consist of three Owners of Units in
the Service Arca; however, if approved by the vote of at least 51% of the Owners of Units within the
Service Arca, the number may be increased to five.

Elcctions of Service Arca Committces may be held by written ballot sent to all Owners of Units within
the Service Area or at a meeting of the Owners of Units within the Service Area, as the Board determines.
The Board or any Owner of a Unit in the Service Arca may nominate candidates for election to the Service
Arca Committce. That number of candidates equal to the number of positions to be filled recciving the
most votes shall be clected. Service Arca Committec members shall be elected for a term of one year or

12
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until their successors are clected.  Any director clected to the Board from a Service Area shall be an ex
officio member of the Service Arca Committee. The inembers of the committee shall clect a chairperson
from among themselves who shall preside at its mcctings and shall be responsible for transmitting any and
all communications to the Board.

Mectings of a Service Area Committee shall be open to all Owners of Units in the Service Arca and
their representatives.

5.4. Term of Service.

In order to maximizc the participation of all Owners and residents within the Community, scrvicc on
all committees shall rotate on a regular, two-ycar basis.

5.5. Limitation on Powers.

The Board shall have the right to disapprove or veto any committee decision or action,
Notwithstanding any provision to the contrary, committees shall not have the authority to contractually
bind the Association or commit the Association financially.

Article 6
Standards of Conduct; Liability and Indemnification

6.1. Standards for Directors and Officers.

The Board shall exercise its powers in a reasonable, fair, nondiscriminatory manner and shall adhere to
the procedures established in the Governing Documents.

In performing their duties, directors and officers shall act as fiduciaries and shall be insulated {from
liability as provided for dircctors of corporations under Dclaware law and as otherwise provided by the
Governing Documents. Directors and officers shall discharge their duties as directors or officers, and as
members of any committee to which they arc appointed, in a manner that the director or officer believes in
good faith to be in the best interest of the corporation and with the care that an ordinarily prudent person
in a like position would exercise under similar circumstances. A director is entitled to rely on information,
opinions, reports, or statements, including financial statcments and other financial data, prepared or
prescnted by others to the extent authorized under Delawarce law.

6.2.  Liability.
(2) A director or officer shall not be personally liable to the Association, any Owner, or any other
Person for any action taken or not taken as a director or officer if he or she has acted in accordance with

Section 6.1.

(b) Pursuant to thc business judgment rule, a director also shall not be personally liable for any
action taken or not taken as a director if the dircctor:

(i)  acts within the cxpressed or implicd scope of the Governing Documents and his or her
actions are not ultra vircs;

13
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(i) affirmatively undertakes to make decisions that the director reasonably believes are
necessary for the Association’s continued and successful operation and, when decisions are made, makes
them on an informed basis;

(iii) acts on a disintcrested basis, promptly disclosing any rcal or potential conflict of interests
(pecuniary or other), and avoiding participation in decisions and actions on matters as to which he or she
has a conflict of intcrest (beyond that which all directors have by virtue of their ownership or occupancy of
a Unit or relationship to the Founder or a Founder Affiliate); and

(iv) acts in a non-fraudulent manner and without reckless indifference to the Association's
affairs. ' '

(c) The Association's officers, directors, and committec members shall not be liable for any mistake
of judgment, ncgligent or otherwise, except for their own individual willful misfeasance, malfeasance,
misconduct, or bad faith. The officers and directors shall have no personal liability with respect to any
contract or othcr commitment madc or action taken in good faith on the Association's behalf (except to the
extent that such officers or directors may also be Owners).

6.3. Indemnification.

Subject to the limitations of Delaware law, the Association shall indemnify every officer, director, and
committce member against all damages and cxpenses, including counsel fces and cxpenses, reasonably
incurred in conncction with any action, suit, or other procceding (including scttlement of any suit or
proceeding, if approved by the then Board) to which he or she may be a party by reason of being or having
been an officer, dircctor, or committee member, except that the Association shall have no obligation to
indemnify any individual against liability or expenscs incurred in conncction with a procceding:

(a) brought by or in the right of the Association, although it may reimburse the individual for
rcasonable expenses incurred in connection with the proceeding if it is determined, by the court or in the
manner provided above, that the individual met the relevant standard of conduct under Delaware law; or

(b)  to the extent that the individual is adjudged liable for conduct that constitutes:

(iy  appropriation, in violation of his or her dutics, of any business opportunity of the
Association;

(i) intentional misconduct or knowing violation of the law;
(iii) an unlawful distribution to members, directors or officers; or
(iv) receipt of an improper personal benefit.

This right to indemnification shall not be exclusive of any other rights to which any present or former
officer, director, or committee member may be entitled. The Association shall, as a Common Expensc,
maintain adequate gencral liability and officers’ and dircctors' liability insurance to fund this obligation, if
such insurance is reasonably available.

14
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6.4. Advancement of Expenses.

In accordance with the procedures and subject to the conditions and limitations set forth in Delaware
Jaw, the Board may authorize the Association to advance funds to pay for or reimburse the rcasonable
expenses incurred by a present or former officer, dircctor, or committce member in any procceding to
which he or she may be a party by rcason of being or having been an officer, director, or committce
member of the Association.

6.5. Board and Officer Training.

The Board may conduct or provide for seminars and continuing educational opportunitics designed to
cducate and inform its officers and directors of their responsibilities as officers and dircctors.  Such
programs may include instruction on applicable Declaware corporate and fiduciary law principles, other
issues relating to administering community affairs, and upholding and enforcing the Governing Documents.
The Board may rctain industry professionals, which may include property managers, attorneys, and
accountants, as appropriate or necessary for such purposc. The cost of any such scminar or program may
be a Common Expense.

The Board also may provide, or provide for, Owner and resident cducation designed to foster a better
understanding of Bayside's governance and opcrations, and leadership training classes designed to cducate
Owners about the nomination, clection, and voting processes and the dutics and responsibilities of
directors and officers.

Article 7
Management and Accounting

7.1. Compensation of Directors and Officers.

The Association shall not compensate directors and officers for acting as such unless Owners
representing a majority of the total votes in the Association approve such compensation at an Association
mecting. The Association may rcimburse any director or officer for expenses he or she incurs on the
Association's behalf upon approval of a majority of the other directors. Nothing herein shall prohibit the
Association from compcnsating a director or officer, or any entity with which a director or officer is
affiliated, for services or supplics he or she furnishes to the Association in a capacity other than as a director
or officer pursuant to a contract or agreement with the Association. However, such director must make
known his or her intercst to the Board prior to entering into such contract, and a majority of the Board,
excluding any interested dircctor, must approve such contract.

7.2. Right of Founder to Disapprove Actions.

So long as there is a Founder Membership, the Founder shall have a right to disapprove any action,
policy, or program of the Association, the Board and any committce which, in the Founder's sole
judgment, would tend to impair rights of the Founder or Builders under the Charter or these By-Laws,
interferc with development or construction of any portion of the Community, or diminish the level of
scrvices the Association provides. The Board shall not implement any action, policy, or program subject to
the right of disapproval sct forth hercin until and unlcss the requirements of this section have been mct.
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(a) Notice. The Association shall give the Founder written notice of all meetings of the
mcmbership, the Board, and committees and any actions which any of them propose to take by written
consent in licu of a mecting. The Association shall give such notice by certified mail, return receipt
requested, or by personal delivery at the address the Founder has registered with the Association.  Such
notice shall comply as to Board mcctings with Section 3.9, and shall, except in the casc of regular Board
mectings pursuant to these By-Laws, set forth with reasonable particularity the agenda to be followed at
such meeting.

(b} Opportunity to be Heard. At any such mecting, the Association shall give the Founder the
opportunity to join in or to have its representatives or agents join in discussion from the floor of any
prospective action, policy, or program which would be subject to the right of disapproval set forth herein.

The Founder, its representatives, or its agents shall make its concerns, thoughts, and suggestions
known to the Board and/or the memhers of the subject committec. The Founder, acting through any
officer or dircctor, agent, or authorized representative, may exercise its right to disapprove at any time
within 10 days following the mecting at which such action was proposed or, in the case of any action taken
by written consent in licu of a meeting, at any time within 10 days following receipt of written notice of
the proposed action. '

The Founder may usc this right to disapprove to block proposed actions but shall not use it to require
any action or counteraction of any committec, the Board, or the Association. The Founder shall not usc its
right to disapprove to reduce the level of services the Association is obligated to provide or to prevent
capital repairs or any expenditure requirced to comply with applicable laws and regulations.

7.3. Managing Agent.

The Board may employ for the Association professional management agents at such compensation as
the Board may establish, to perform such duties and scrvices as the Board shall authorize. The Board may
delegate such powers as are necessary to perform the manager's assigned duties but shall not delegate
policy-making authority or ultimate responsibility for those dutics sct forth in Section 3.16. The Board
may employ the Founder or its affiliate as managing agent or manager.

The Board may delcgate to one of its members the authority to act on its behalf on all mattcrs rclating
to the dutics of the managing agent or manager that might arise between Board meetings.

The managing agent shall not accept remuneration from vendors, independent contractors, or others
providing goods or services to the Association, whether in the form of commissions, finder's fees, scrvice
fees, prizes, gifts, or otherwise; any thing of value received shall benefit the Association. The managing
agent shall promptly disclose to the Board any financial or other interest that it may have in any firm
providing goods or scrvices to the Association.

74. Accounts and Reports.

(@) The Board shall follow the following accounting standards unless the Board by resolution
specilically determines otherwise:

(i)  accounting and controls should conformn to gencrally accepted accounting principles; and
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(i) the Association's cash accounts shall not be commingled with any other accounts, and
during the Founder Control Pcriod, opcrating accounts shall not be commingled with reserve accounts,

(b) Commencing at the end of the quarter in which the first Unit is sold and closed, financial reports
shall be prepared for the Association within 60 days after the end of cach quarter and shall include:

(i)  an income statement reflecting all income and expense activity for the preceding period;
(i)  a statement rcflecting all cash receipts and disbursements for the preceding period;

(iii) a variance report reflecting the status of all accounts in an "actual" versus "approved”
budget format;

(iv) a balance sheet as of the last day of the preceding period; and

(v)  a delinquency report listing all Owners who arc delinquent in paying any assessments at
the time of the report (any assessment or installment thereof shall be considered to be delinquent on the
15th day following the due datc unless the Board specifics otherwise by resolution). A copy of the
quarterly financial report shall be made available at no charge to any Owner requesting a copy.

(¢}  An annual report consisting of at Jeast the following shall be made available for Owners' review
within 180 days after the close of the fiscal year: (i) a balance shecet; (ii) an operating (income) statement;
and (iii) a statement of changes in financial position for the fiscal year. Such annual report shall be prepared
on an audited, reviewed, or compiled basis, as the Board determincs.

7.5. Borrowing.

The Association shall have the power to borrow moncy for any lcgal purpose. However, the Board
shall obtain Owner approval in the same manncr provided in the Charter for Special Assessments if the
proposed borrowing is for the purpose of making discrctionary capital improvements and the total amount
of such borrowing, together with all other debt incurred within the previous 12-month period, exceeds or
would exceed 20% of the Association's budgeted gross cxpenscs for that fiscal year.

7.6. Right to Contract.

The Association shall have the right to contract with any Person for the performance of various dutics
and functions. This right shall include, without limitation, the right to enter into common management,
operational, or other agreements with trusts, condominiums, cooperatives, any Neighborhood Association,
and other owners or residents associations within and outside Delaware.

7.7.  Agreements, Contracts, Deeds, Leases, Checks, Etc.

All Association agrecements, contracts, decds, lcases, checks, and other instruments shall be executed
by at Icast two officers or by such other person or persons as the Board may designate by resolution.
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Article 8
Enforcement Procedures

The Association shall have the power, as provided in the Charter, to imposc sanctions for any violation
of the Governing Documents. To the extent specifically required by the Charter, the Board shall comply
with the following procedures prior to imposition of sanctions:

8.1. Notice and Response.

The Board or its delegate shall serve the alleged violator with written notice describing (a) the nature
of the alleged violation, (b) the proposed sanction to be imposed, (c) the alleged violator shall have 14 days
to present a written request for a hearing before the Covenants Committce appointed pursuant to Article
6 and (d) a statement that the proposed sanction maybe imposed as contained in the notice unless a hearing
is requested within 14 days of the notice.

The alleged violator shall respond to the notice of the alleged violation in writing within such 14-day
period regardless of whether the alleged violator is challenging the imposition of the proposcd sanction. If
the alleged violator cures the alleged violation and notifies the Board in writing within such 14-day period,
_the Board may, but shall not be obligated to, waive the sanction. Such waiver shall not constitute a waiver
of the right to sanction futurc violations of the same or other provisions and rules by any Person. Ha
timely request for 2 hearing is not made, the sanction stated in the notice shall be imposcd; provided the
Board or Covenants Committee may, but shall not be obligated to, suspend any proposed sanction if the
violation is cured within the 14-day period.

Prior to the cffectiveness of sanctions imposed pursuant to this article, proof of proper notice shall be
placed in the minutes of the Board or Covenants Committee, as applicable. Such proof shall be deemed
adequatc if a copy of the notice, together with a statement of the datc and manner of delivery, is entered by
the officer, dircctor, or agent who delivered such notice. The notice requirement shall be deemed satisfied
if the alleged violator or its representative requests and appears at the hearing,

8.2. Hearing.

If a hearing is requested within the allotted 14-day period, the hearing shall be held before the
Covenants Committec. The alleged violator shall be afforded a rcasonable opportunity to be heard. The
minutes of the meetings of the Covenants Committee shall contain a written statement of the results of the
hcaring (i.e., the Committee's decision) and the sanction, if any, to be imposed.

8.3. Appeal. -
Following a hearing before the Covenants Committee, the violator shall have the right to appeal the

decision to the Board. To excreisc this right, the violator must deliver a written notice of appeal to the
Association's manager, President, or Secrctary within 10 days after the hearing date.
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Article 9
Miscellaneous

9.1. Fiscal Year.

The Association's fiscal year shall be the calendar year unless the Board cstablishes a different fiscal year
by resolution.

9.2. Parliamentary Rules.

Except as may be modified by Board resolution, Robert's Rules of Order (current edition) shall govern the
conduct of Association proceedings when not in conflict with Delaware law or the Governing Documents.

9.3. Conlflicts.

If there are conlflicts among the provisions of Delaware law, the Certificate of Incorporation, the
Charter, and these By-Laws, the provisions of Delaware law, the Charter, the Certificate of Incorporation,
and the By-Laws (in that order) shall prevail.

9.4. Books and Records.

(a) Turnover of Books and Records. Within 90 days after termination of the Founder Control
Period, the Founder shall deliver to the Association all property, books, and records of the Association.

(b) Inspection by Owners and Mortgagees. The Board shall make available for inspcction and
copying by any holder, insurer, or guarantor of a first Mortgage on a Unit, any Owner, or the duly
appointed representative of any of the foregoing at any reasonable time and for a purpose rcasonably
related to his or her interest in a Unit: the Governing Documents; the membership register; books of
account; the minutes of mectings of the Owners, the Board, and committces; and any other rccords as
required by Delawarce law. The Board shall provide for such inspection to take place within 10 busincss
days after reccipt of a written request for access at the Association's office or at such other place within
Bayside as the Board shall designate.

(c) Rules for Inspection. The Board shall establish rules with respect to:
(i)  the frequency and manner of inspection;
(i)  hoursand days of the weck when such an inspection may be made; and
(i) payment of the cost of reproducing documents requested.

(d) Inspection by Founder and Directors. The Founder and every director shall have the
absolute right at any rcasonable time to inspect all Association books, records, and documents and the
physical propertics owned or controlled by the Association. The Founder and director's right of inspection
includes the right to make a copy of rclevant documents at the Association's expensc.
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9.5. Notices.

(a) Form of Notice and Method of Delivery. Except as otherwise provided in the Charter or
these By-Laws or by Delaware law, all notices, demands, bills, statements, or other communications under
the Charter or these By-Laws shall be in writing and may be delivered in person, United States mail, by
private carricr, or, if the intended recipient has given its prior written authorization to use such method of
dclivery, by facsimile or clectronic mail with written confirmation of transmission:

(b) Delivery Address. Notices shall be delivered or sent to the intended recipient as follows:

(i)  if to an Owner, at the address the Owner has designated in writing and filed with the
Sccretary or, if no such address has been designated, at the address of the Unit of such Owner;

(ii)y if to the Association, the Board, or a committce of either, at the address, facsimile
number, or ¢-mail address of the principal office of the Association or its managing agent or at such other
addrcss as the Association shall designate in writing to the Owners pursuant to this section; or

(iii) if to thc Founder, at the Founder's principal address as it appears on the Secretary of State's
records, or at such othcr address as the Founder shall designate by notice in writing to the Association
pursuant to this section.

(c) Effective Date. Notice sent in accordance with subscctions (a) and (b) shall be dcemed to have
been duly given and cflective if:

(i) sent by United States mail, when deposited with the UL.S. Postal Service, correctly
addressed, with first class or higher priority postage prepaid;

(i) delivered personally or by private carrier, when actually delivered to the address of the
intended recipient, as cevidenced by the signature of the person at such address who accepts such delivery;
or

(iii) sent by telephone facsimile or electronic mail, upon transmission, as cvidenced by a
printed confirmation of transmission.

9.6, Amendment.

() By Founder. Until conveyance of the first Unit to a Person other than a Builder, the Founder
may unilatcrally amend these By-Laws for any purpose.

Thereafter, the Founder may unilaterally amend these By-Laws at any time and from time to time if
such amendment is nccessary (i) to bring any provision into compliance with any applicable governmental
statute, rule or regulation, or judicial determination; (ii) to enable any reputable title insurance company to
issuc title insurance coverage on the Units; (jii) to enable any institutional or governmental lender,
purchaser, insurer, or guarantor of mortgage loans, including, for example, the Fedcral National Mortgage
Association or Federal Home Loan Mortgage Corporation, to make, purchase, insure, or guarantce
mortgage loans on the Units; (iv) to satisfy the requircments of any local, state, or federal governmental
agency; or (v) as necessary to clarify or correct technical, typographical, or scrivener's errors.
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(b) By Owners Generally. Except as provided above, until termination of the Founder
Membersbip, these By-Laws may be amended only by the affirmative vote or written consent, or any
combination thereof, of Owners representing at least a majority of the total votes in the Association and the
_consent of the Founder, if such cxists. After termination of the Founder Membership, these By-Laws may
be amended by the Board upon the approval of at least 67% of the directors.

Notwithstanding the above, the percentage of votes neeessary 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.

(<) Validity and Effective Date of Amendments. Amcndments to these By-Laws shall become
cllective upon recordation unless a later effective date is specified thercin. Any procedural challenge to an
amendment must be made within six months of its recordation, or such amendment shall be presumed to
have becn validly adopted. In no event shall a change of conditions or circumstances operate to amend any
provisions of thesc By-Laws,

No amcndment may remove, revoke, or modify any right or privilege ol the Founder without the
written conscnt of the Founder or the assignee of such right or privilege.

CERTIFICATION

1, the undersigned, do hereby certify:

That I am the duly clected and acting Sccretary of Bayside Community Association, Inc., a Delaware
corporation;

That the foregoing By-Laws constitute the original By-Laws of said Association, as duly adopted at a
mecting of the Board of Dircetors thereof held on the &4 day of Feklvrty , 2095,

IN WITNESS WHEREOF, 1 have hercunto subscribed my name and affixed the seal of said Association
this <57 day of Feg vy AL
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