to serve property in Falling Waters. Any property or lot served by a well drilled by the Declarant shall
continue to be served by the well after the Declarant passes title of the Common Property to the
Association.

(f) Trail Easement. A nonexclusive Trail Easement fifteen feet in width is hereby
granted to the Declarant, the Owners, and the Association for horseback riding, walking, hiking, running,
and appurtenant facilities across the Property as shown on the Plats. Use shall be governed by rules
promulgated by the Association, and the Association shall have the right to close the Trail Easement to
use by Owners. The Trail Easement may be relocated by the Declarant or the Association with the
consent of the affected Owner.

ARTICLE 9 - ASSESSMENTS AND LIEN

9.1 Authority of Association. The Association, through its Board, shall have the
power and authority to make and collect Assessments as hereinafter set forth.

9.2  General Assessments. General Assessments shall be determined annually for the
purpose of maintaining and managing the Association, Association Property and Common Property
including, without limitation, property taxes, insurance coverage, legal and accounting fees, street
maintenance, management fees, utility charges, cleaning services, the creation of reasonable reserves and
the payment of liabilities incurred by the Association in the enforcement of its rights and duties.

9.3  Basis and Collection of General Assessments. The Association shall annually
estimate the Common Expense it expects to incur and may assess the Lot Owners sufficient monies to
meet this estimate. The Association shall allocate monies to Common Properties including Streets,
Association Properties, administrative expenses, emergency reserves and other categories as needed. All
Lots shall be assessed at a uniform rate for Landscape Easements, parks and Trails and general
Association expenses. Assessments for the maintenance or improvement of a Street (i.e., Cumberland
Road) shall be levied at a uniform rate only on those Lots fronting on the Street. No Lot shall be
assessed for, nor allowed to use, Association Property unless the respective Owner consents to the
Assessment.

(a) Assessments For Additional Property. As the Property in later phases is
subdivided and as additional property is subjected to this Declaration, Declarant shall have the right to

determine, in its sole discretion, the basis for assessment of such additional property provided that if the
Assessments are not the same as provided herein, the basis therefor shall be reasonably equitable.

(b) Maximum Annual General Assessment. Prior to December 31, 1998, the
maximum annual General Assessment shall not exceed Five Hundred Dollars ($500.00). Thereafter, the
maximum General Assessment that may be made by the Board, without a vote of the membership, shall
increase by ten percent (10%) annually. General Assessments shall be collectible in advance quarterly,
semi-annually or annually, as the Board shall determine.

9.4  Special Assessments. The Association Board shall have the power to levy and
collect Assessments for the payment of (1) property acquisition, (2) construction improvements to
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Common Property or Association Property, (3) unexpected repair or replacement of improvements, (4)
emergencies due to the potential danger or damage to persons or property resulting from, without
limitation, hurricanes, fires and floods, (5) enforcement of this Declaration and (6) the indemnification
of each director and officer of the Association. Special Assessments shall be assessed at a uniforn rate
for each Lot and shall be collectable in any manner deemed necessary by the Board. Association Property
expenses shall be subject to each Owner’s consent. A Special Assessment exceeding Five Hundred
Dollars ($500.00) per Lot shall require the approval of the affected Members of the Association, to be
obtained at a duly convened regular or special meeting at which a quorum exists and which is called at
least in part to secure this approval. Approval shall be by an affirmative vote of at least sixty percent
(60%) of the votes present in person or by proxy. The amount of a Special Assessment shall be at the
sole discretion of the Board. There shall be no Special Assessment for street construction and
improvement prior to turnover of control.

9.5  Individual Assessments. The Association shall have the power and authority to
levy and collect an Individual Assessment for Extraordinary Street Maintenance and the cost of Lot
maintenance activities which (1) were necessitated by the negligent or willful acts of an Owner, his
invitees, licensees, family or guests, (2) the Owner has failed or refused to perform, and (3) the failure
or refusal has, in the opinion of the Association, impaired the value of other portions of the Property.
The Individual Assessment may be levied against an Association Member or the owner of property
outside Falling Waters who uses Street Easements. The Individual Assessment may include an
administrative fee in an amount to be determined by the Board. All Individual Assessments shall be
collectible in such manner as the Association shall determine.

9.6  Effect of Non-Payment of Assessments. Allnotices of Assessments shall designate
when the Assessment is due and payable. If any Assessment is not paid within ten (10) days of the date
when due, the Assessment shall then become delinquent, with a late charge of fifty dollars ($50.00) and
shall bear interest at the rate of eighteen percent (18%) per annum. The Assessment, together with
interest thereon and the costs of collection thereof, including attorneys' fees, shall be a continuing lien
against all Lots owned by the Owner against which the Assessment is made, and shall also be the
continuing personal obligation of the Owner. Any successor in title to any Owner shall be held to
constructive notice of the records of the Association to determine the existence of any delinquency in the
payment of Assessments by an Owner. The Association may also record claims of lien in the public
records of the County. Ifany Assessment, or any installment thereof, shall not be paid within thirty (30)
days following the due date, the Association may declare the entire Assessment immediately due and
payable.

9.7  Foreclosure: The Association may bring an action to foreclose the lien against any
one or more of the Lots in the manner in which deeds of trust on real property are foreclosed, under a
power of sale under Article 2A of Chapter 45 of the North Carolina General Statutes, and/or a suit on
the personal obligation of the Lot Owner. There shall be added to the amount of such Assessment the
costs of such action, including attorneys' fees, and in the event a judgment is obtained, such judgment
shall include interest on the Assessment as above provided and attorneys' fees incurred by the
Association, together with the costs of the action. Regardless of the date of recordation of any claim of
lien, the effective date thereof shall relate back, and it shall take priority, as of the date of recordation of
this Declaration.
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9.8 Certificate of Assessments. The Association shall prepare a roster of Lot Owners
and the Assessments they have paid. The roster shall be open to inspection by all Owners. Upon
demand by an Owner, the Association shall prepare a Certificate of Assessments signed by an officer of
the Association, setting forth the Assessments a Lot Owner has paid and/or the amount which is due.
The Certificate shall be presumptive evidence of payment of any Assessment therein stated.

9.9  Subordination to Lien of Mortgages. Regardless of the effective date of the lien
of any Assessments made by the Association, such Assessment lien shall be subordinate and inferior to
the lien of the mortgage of any Institutional Mortgagee. The Assessment lien shall also be subordinate
to the lien of any mortgage securing a loan or loans made to the Declarant, whether a first mortgage or
otherwise. Such subordination shall, however, apply only to the Assessments which have become payable
prior to a final sale or transfer of the mortgaged Lot pursuant to a decree of foreclosure, or in any other
proceeding or conveyance in lieu of foreclosure of the mortgage. No sale or other transfer shall relieve
any Lot from liability for any Assessment due thereafter, nor from the lien of any such subsequent
Assessment.

9.10 Exempt Property. All Common Property shall be permanently exempt all
Assessments by the Association.

9.11 Utilities. The Declarant reserves the right to subject the Property to a contract
with the telephone and electrical utility company for the installation of underground electric cables which
may require an initial payment and a continuing monthly payment to the utility company by the Owner
of each Lot.

ARTICLE 10 - INSURANCE

The Association is authorized to purchase property, casualty, liability, indemnity and
fidelity insurance in such amounts as the Board shall deem appropriate. Insurance shall be obtained for
all parks and Trails.

ARTICLE 11 - INDEMNIFICATION OF OFFICERS, DIRECTORS AND
MEMBERS OF THE ASSOCIATION

Every Board member, officer, director and Member of the Association shall be indemnified
by the Association against all expenses and liability, including attorneys' fees, incurred in connection with
any proceeding to which he may be a party or in which he may become involved by reason of his bejng
or having been an officer, director or Member of the Association and whether or not he is adjudged guilty
of willful misfeasance or malfeasance in the performance of his duties. In the event any claim for
reimbursement or indemnification based upon a settlement by the officer, director, or member of the
Association seeking such reimbursement or indemnification, the indemnification shall apply only if the
Board approves such settlement and reimbursement. The foregoing right of indemnification shall be in
addition to all other rights to which officers, directors or Members of the Association may be entitled.
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ARTICLE 12 - GENERAL PROVISIONS

12.1 Assignment. Any or all of the rights, powers and obligations, easements and
estates reserved by or granted to the Declarant or the Association may be assigned by the Declarant or
the Association. The Declarant may assign only to the Association or a subsequent Owner who acquires
substantially all of Declarant's remaining Property shown on the Master Plan. Any such assignment or
transfer shall be made by an appropriate instrument in writing in which the assignee or transferee shall
join for the purpose of consenting to such assignment and accepting the rights, powers, duties and
obligations herein contained. Such assignee or transferee shall thereupon have the same rights and
powers and be subject to the same obligations and duties as are herein given to the Declarant and/or the
Association. After such assignment, Declarant and/or the Association, shall be released of all obligations
with respect to such rights, powers, obligations, easements or estates.

12.2 Amendment. This Declaration may be amended upon the recordation of an
appropriate instrument in the Public Records of the County, subject to the following:

(a) Eighty Percent Vote of Members. Except as provided hereinbelow, an amend-
ment initiated by any party other than Declarant must obtain the approval of at least eighty percent (80%)
of the votes of Members other than Declarant, provided, however, that until such time as Declarant
relinquishes control of the Association, all amendments must include the express written joinder and
consent of the Declarant. '

(b) Sixty Percent Vote of Members. This Declaration may be amended upon the
initiation of Declarant, at any time, upon approval of at least sixty percent (60%) of the votes of the
Members other than Declarant.

(c) Amendment by Declarant. This Declaration may be amended by Declarant,
at any time, without the joinder or consent of Owners, the Association, Institutional Mortgagees, or any
other party for the purpose of (1) subjecting additional real property to these Declarations, (2)
designating the basis of voting, membership, and assessment for such additional real property, (3)
granting easements over the Common Property to such additional real property, (4) complying with the
requirements of government authorities and lenders (including FNMA), or (5) correcting clerical errors
or omissions or textual inconsistencies or conflicts in this Declaration.

(d) Mortgages. No amendment or change to this Declaration or to the exhibits
hereto shall impair the validity or priority of a first mortgage held by an Institutional Mortgagee
encumbering a Lot, or to impair the rights granted herein to Institutional Mortgagees, without the written
consent thereto by the Institutional Mortgagee owning and holding the mortgage encumbering the Lots,
which consent shall be executed with the formalities required for deeds and recorded with the

amendment.

123 Duration. All of the provisions of this Declaration shall run with and bind the
Property for an initial term of fifty (50) years from the date of recordation of this Declaration. They shall
be automatically extended for successive periods of ten (10) years each, unless an instrument executed
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