DECLARATION OF
COVENANTS,
CONDITIONS AND RESTRICTIONS
FOR MELROSE HOMESITES

'N
Q.
\ 2 (\
v




PAGE
PREAMBLE ... e e e e e aans 1
ARTICLE I DEFINITIONS ..ottt ettt sttt sttt st nsebennens 1
101 DEFINITIONS ..ttt e et et e e s e s re e s be e abe e be e re e be s 1
ARTICLE Il PLAN OF DEVELOPMENT ..ottt sttt 3
2.01 Plan of Development OF PrOPEILY .......cccoiiiiiiiiiieee e 3
2.02 Plan of Development of Additional PrOPErtY .........ccoooiiiiiiiiiiieiieie e 3
2.03 Cluster HOME ASSOCIALIONS ......ccueiuiitirieiiieiieieie ettt st bbbttt sb et sbesbesneene s 4
2.04 Water and SEWET FaCHITIES ........ooiiiiieiieie e e 4
2.05 Interest Subject to Plan of DEVEIOPMENT .......c.coviiiiiii et 4
ARTICLE 111 PROPERTY RIGHTS ..ottt sttt st 4
3.01 LCTCT o=l | OO 4
3.03 AACCESS. ..ttt ettt bbb E R R R R R R R R £ R R R e R R R R Rt en e et e r e e 5
3.04 Easements fOr DECIAIANT ... oo 5
3.05 Changes in Boundaries, Additions t0 COMMON AFAS .......cccververeriererieseseseeeeeeseeseseessessesnens 5
3.06 EaSEmMENtS fOr ULHITIES. ....ccui ittt et s be et s 5
3.07 Easements for Walks, Trails and SIgNS ..ot 6
3.08 EasemeNts fOr ASSOCIALION ......iiiiiiieieiese sttt sttt e seesbesrenne s 6
3.09 Sales and ConsStruction OFFICES ......oiuiiiiiiiiiee e e 6
3.10 Easements for Additional PrOPEITY........cooi i e 6
3.11 MaiNteNANCE EASEMENT ..ottt b et et st e e bbb b e b e 6
3.12 ENVIroNmMENtal EASEMENT ......c.ciiiiiiiiiieiisieiees ettt bbbt 6
3.13 WIS aNd EFFIUENE......coiiiciiic ettt enes 6
3.14 GOIf COUISE MAINTENANCE .....eoviieiiiieiieieie ettt sttt bbbt 7
3.15 1LY o)V CTo] T £ 7
3.16 INO PAFTIEION ...ttt bbbttt bbbt e 7
ARTICLE IV MEMBERSHIP ..ottt 7
4.01 IMBIMDETSIID .. bbb b bbb 7
ARTICLE Y  MAINTENANCE .. ..ottt bbbttt ne s 7
5.01 Responsibilities of Owners and Cluster Home ASSOCIAtIONS ........ccooererereriiieieiese e 7
5.02 ASSOCIatioN's RESPONSIDIIILY ..ot e 8
ARTICLE VI INSURANCE AND CASUALTY LOSSES.......cccotiirintnesesese e 8
6.01 INSUIBINCE ...ttt ettt et a e bt e b e bt e b e e st s he e s Rt e s b e e n R e e n e e nn e es e e nneenbeennennnenrnen 8
6.02 Damage or Destruction t0 COMIMON AFBAS........ccvciueiveieireireeeaieeiieseesestesresreseeaeseessestessessesseesens 9
6.03 Damage or Destruction to Lots, Dwellings, or Cluster Home Areas..........cccocevevevevesnseevnne 10
ARTICLE VII CONDEMNATION. ..ottt sttt sttt st sae st ebeste e etesresassesees 10
7.01 Condemnation Of COMMON ATEAS ........ceiuiiriiieirii ettt bbbt ans 10
7.02 Condemnation of Dwellings, or Cluster HOME AFEaS ........cccoevvreresesiesieesese e e e sve e 10
ART ICLE VI  ADMINISTRATION ..ottt sttt ettt sae sttt sne e ene e 11
8.01 (@01 11140} o I PSPPSR 11
8.02 DULIES BNU POWELS ......oiviiie ettt sttt ettt et e e be s te e s te e s beesbeebeenbeeasesbsesbeesbeebesreens 11
8.03 AAGTEEIMEINTS ...ttt ettt ettt bt et e ke e bt e b e s b e e s b e e sb e e ebe e ke e s e e ae e eReeebe e bt enbeanbensbenreens 11
8.04 Personal Property and Real Property for Common USE ........cccooceiiiiieiinieninieeeee e 12
8.05 RUIES AN REGUIALIONS ......cuviviiiiticie sttt st e teene et e e e e besbesrenras 12
ARTICLE IX ASSESSIMENTS ...ttt bbbt 12
9.01 PUIPOSE OF ASSESSIMENES. ... cuviuveveitiiteiteeteee et e ite e ste st e s e s e ete e e e e e e e st e sbestesbesreeneeseenseseeseesteseesrenrs 12
9.02 Creation of Lien and Personal Obligation of ASSESSMENLS .......ccccvvvrrivieeieriererese e e 12

9.03 ANNUAL ASSESSITIENES ...eeviecvei ettt stee e etee st e e sbee st sesbe s s sbtessbeeesbesasbesssbesesbesssbesssbesesbesesbesesresans 12



9.04 SPECIAI ASSESSIMENES ...ttt bbbttt bbb bbbttt bbb 13
9.05 INIVIAUAT ASSESSMENTS ....veivieiieiieierie sttt sttt e et e beseesbesreeseeseeneeneesaesaeseeanens 13
9.06 Notice of Meeting and QUOTIUM ........couiiiiiiiiiitiie et e b e bbb 14
9.07 LIBIIS ettt sttt bttt b e e R e bt E e b et b e et e b et e R e et et et e ebe e ete et neereere e 14
9.08 Effect of Nonpayment: Remedies of the ASSOCIAtION ...........cccceviriiieiiiinece e 14
9.09 0L 0 ) 1T = OSSPSR 14
9.10 Date of Commencement of Annual ASSESSIMENTS .......curviiiiriiiiirieirerieese e nes 14
ARTICLE X  ARCHITECTURAL STANDARDS AND USE RESTRICTIONS .......cccoccovveviienae 15
O o oo OSSR 15
10.02  Architectural REVIEW BOAIU .........ccoeiiiriiiiinieisie sttt e 15
10.03  Permitted IMPIrOVEMENLS ...cuveeiieiesieiie ettt ettt sttt et st sreene e e e e e e sresreneeene e 15
10.04  Construction Of IMPIrOVEMENTS ......c..ciiiiriiiieiieeie et 15
10.05  Architectural APPrOVaAL .........coooiiiiii bbb 16
10.06  Landscaping APPIOVEAL .........ooiiiiiiiie ettt bbbt e e 16
10.07  APProval NOt @ GUAIANTEE .......ooveiuiiuirieiiieiieieie ettt sttt b e sb e sbe et e et ae bbb sbe b 17
10.08  Use 0f Lots and DWEIIINGS ......ocoiiiiiiiiiiiie et 17
00T YT TSRS 17
L0.10  ANTEINGS ..eieiiieeitieitie ettt e st e b et e e bt et e e ae e e Re e R e e Rt e R e e b e e R Rt R e R e e R e e Reenre e ne e 17
10.11  Water Wells and SEPLIC TANKS .....cecviiiicieircie sttt sttt resre e 17
L0.12  PBES ittt ettt h e b R R R R R e R R R R R R Rt bt e e r e r e n e r e 17
00 T o T g g To =T N T g o 18
10.13  HUNting and FISNING ...ccviviieiece sttt sn e e snesrenre e 18
10.14  Limitations as to Use of Bodies OFf WALET ..........cccciiiiiiiiniee e 18
00 T U7 T ot PSSP 18
10.16  GOIf COUISE ATBAS ...eiviereirierieieistesteatesieaseeseeseeteseestesteasesseaseesteseesbessesbesbesseaseeseenteseessestessessessesns 18
10.17  Motor Vehicles, Trailers, BOatS. EIC ......c.cooiiiiiiiiii it 18
10.18  Sales and ConStruCtioN ACLIVITIES .......cooviiiiiiiriiieie e bbb 18
ARTICLE XI RULE MAKING ...ttt 19
11.01  Rules and REGUIALIONS ........c.coviiiiiiiiiiie ettt sttt se et e re e e 19
11.02  Authority and ENfOrCMENT........coiiiiiiiie ettt r e e re e re e 19
11,03 PrOCEAUIE...c.cctiteiiete sttt sttt sttt sttt sttt sttt et bt et s bt b s b et et e b et e be st et et et et et st et n b nbns 19
ARTICLE XII GENERAL PROVISIONS ..ottt sttt st et 20
0700 R O T o] I8 o) VA T = -V | 20
12.02  Amendments DY DECIAIANT .........ccviiiiiiiiee bbb 20
12.03  Amendements DY ASSOCIALION ......cociiiiiiriiiieee e 20
0 ) (o] ot 11 o USRS 21
0L B TV =1 o] [OOSR TP 21
12,06  PEIPEIUITIES ....eiiviitiiieiti ittt b bbbt s e b e bbb e bt e bt e e et e ee b e ebe st sbe b e 21
O A 1 () o] €] =L o IO U SOUTRTUTPR 21
12.08  Gender and GIAMMAL .......c.vcceveiieerieiete ettt sttt sttt sbe st besbe st ebesbe e ebesbe e etenbens 21
12.09  SEVEIADIIILY ..ooviiicice e et e r e re e 21
72 O B =T | 1 o) I T o I U =TS 21
12.11  Notice of Sale, Lease, OF MOMJAQE ....cccccververiereriseseseeeeie e e e e sre e aesae e e seesee e 21
12,02 INO TIEESPASS tevveireeireeiieeieraeeaeeaseesseesseesteesteasteasaesseesseesseesseasseasseasesassesseesseesseessessanssesssesssnessesees 21
L12.03  INOLICES ittt ettt ettt b ettt b et b e s bbbt b e bbbt et b et et b 21



DECLARATION OF COVENANTS,
CONDITIONS AND RESTRICTIONS
FOR MELROSE HOMESITES

THIS DECLARATION OF COVENANTS, CONDITIONS, AND RESTRICTIONS FOR
MELROSE HOMESITES is made this 9" day of January, 1987, by THE MELROSE GROUP LIMITED
PARTNERSHIP, a South Carolina Limited Partnership.

WITNESSETH:

WHEREAS, THE MELROSE GROUP LIMITED PARTNERSHIP, a South Carolina Limited Partnership
(hereinafter “Declarant”), is the owner of certain real property on Daufuskie Island, Beaufort County, South
Carolina, known as MELROSE (hereinafter “Property”), which real property is more fully described on a plat
thereof recorded in Plat Book _ at Page __in the records of the Office of the Register of Mesne Conveyance
for Beaufort County, South Carolina, and does desire to subject such Property to the provisions of this
Declaration and to have constructed on the Property a private residential community and to provide a flexible
and reasonable method for the administration and maintenance of such Property; and

WHEREAS, as hereinafter provided in this Declaration, THE MELROSE GROUP LIMITED
PARTNERSHIP has retained and reserved the right, privilege, and option to submit to the provisions of this
Declaration at a later time, and from time to time, as a part of Melrose, all or any portion of additional property
(hereinafter “Additional Property”) acquired by Declarant on Daufuskie Island, Beaufort County, South
Carolina, as described in Exhibit “B” attached hereto and made an integral part hereof.

NOW, THEREFORE, THE MELROSE GROUP LIMITED PARTNERSHIP hereby declares that all of
the Property described on Exhibit “A” attached hereto, and as may, by subsequent amendment hereto, be
subjected to this Declaration, shall be held, transferred, sold, conveyed, leased, occupied, and used subject to
the following easements, restrictions, covenants, charges, liens, and conditions which are for the purpose of
protecting the value and desirability of and which shall touch and concern and run with title to the real Property
subjected to this Declaration and which shall be binding on all parties having any right, title or interest in the
described properties or any portion thereof, and their respective heirs, successors, successors-in-title, and
assigns, and shall inure to the benefit of each owner thereof.

ARTICLE |
DEFINITIONS

1.01 Definitions. When used in this Declaration, unless the context shall prohibit or otherwise require, the
following words shall have all the following meanings and all definitions shall be applicable to the singular and
plural forms of such terms:

(@) “Additional Property” shall mean and refer to such additional land as Grantor, in Grantor’s sole
discretion, may make subject to this Declaration.

(b) “Architectural Review Board” shall mean and refer to the committee who shall be appointed by the
Association’s Board of Directors to approve exterior and structural construction, improvements,
additions, and changes within the Development as provided in Article X thereof.

(c) “Articles of Incorporation” shall mean and refer to the Articles of Incorporation of THE MELROSE
PROPERTY OWNERS ASSOCIATION, INC., as amended from time to time.

(d) “Assessment” shall mean and refer to an Owner’s share of the Common Expenses or other charges from
time to time assessed against an Owner by the Association in the manner herein provided.



(e) “Association” shall mean and refer to THE MELROSE PROPERTY OWNERS ASSOCIATION,
INC., a South Carolina nonprofit corporation.

(F) “Board of Directors” or “Board”, shall mean and refer to the Board of Directors of the Association,
which is the governing body of the Association.

(9) “By-Laws of the Association” or the “By-Laws” shall mean and refer to those By-Laws of THE
MELROSE PROPERTY OWNERS ASSOCIATION, INC., which govern the administration and
operation of the Association, as the same may be amended from time to time.

(h) “Cluster Home Area” shall mean and refer to any portion of the Property in which common elements
are owned by the members of a Cluster Home Association composed of such Owners, and within which it
is intended that there will be constructed cluster homes.

(i) “Cluster Home Association” shall mean and refer to a corporation or an unincorporated association
whose shareholders or members are comprised entirely Owners of Dwellings within a Cluster Home
Area.

(J) “Cluster Home Declaration” shall mean and refer to any instrument or document and any amendments
thereto, which may be recorded in the Records of the Register of Mesne Conveyance for Beaufort County,
South Carolina, with respect to any Cluster Home Area and which creates a horizontal property regime or
other owners association for such Cluster Home Area or imposes covenants, conditions, easements, and
restrictions with respect to such Cluster Home Area.

(k) “Common Areas” shall mean and refer to all real and personal property now or hereafter owned by the
Association for the common use and enjoyment of the Owners. The Common Areas are to be owned by
the Association at a time in the discretion of the Declarant, in the future set by Declarant, less and except
the individual Lots, Dwellings, Cluster Home Areas shown thereon, and Additional Property. The
designation of any land and/or improvement as Common Areas shall not mean or imply that the public
large acquires any easement of use or enjoyment therein.

() “Common Expenses” shall mean and refer to all expenditures lawfully made or incurred by or on
behalf of the Association, together with all funds lawfully assessed for the creation or maintenance of
reserves, pursuant to the provisions of this Declaration.

(m)*“Declarant” shall mean and refer to MGLP which has executed this Declaration, or any successor-in-
title to the entire interest of MGLP with respect to the Property and Additional Property at the time of
such transfer to said successor-in-title, or any party which acquires said MGLP’s entire interest with
respect to the Property and Additional Property.

(n) “Declaration” shall mean and refer to this Declaration of Covenants, Conditions and Restrictions for
Melrose and all amendments thereof filed for record in the Records of the Register of Mesne Conveyance
for Beaufort County, South Carolina.

(o) “Development” with an initial capital letter, shall mean and refer to the Property and all improvements
located or constructed thereon.

(p) “Dwelling”, with an initial capital letter, shall mean and refer to any improved property intended for use
as a single-family detached dwelling or as a cluster home, whether detached or attached, located within
the Development.

() “Foreclosure” shall mean and refer to, without limitation, the judicial foreclosure of a Mortgage or the
conveyance of secured property by a deed in lieu of a judicial foreclosure.

() “Institutional Mortgage” shall be deemed to mean a Mortgage held by a bank, trust company,
insurance company, or other recognized lending institution, or by an institutional or Governmental
Purchaser of mortgage loans in the secondary market, such as the Federal National Mortgage Association
or the Federal Home Loan Mortgage Corporation.

(s) “Lease” shall mean and refer to any lease, sublease, or rental contract, whether oral or written.

(t) “Living Space” shall mean and refer to enclosed and covered areas that are heated and/or cooled within
a Dwelling.

(u) “Lot” shall mean and refer to any unimproved portion of the Property upon which it is intended that a
single family residence shall be constructed. A lot of land shall be deemed unimproved and thus
considered to be a Lot, rather than a Dwelling, until the improvements constructed thereon are sufficiently
complete to reasonably permit habitation, and a Certificate of Occupancy has been obtained for



occupancy thereof. Upon such completion, such lot and the improvements thereon shall collectively be
considered to be a Dwelling for purposes of this Declaration.

(v) “Melrose Club” shall mean and refer to the members and facilities of the separate and distinct
membership entity and complex adjacent to the Development, including but not limited to, golf courses,
driving range, putting green, tennis courts, swimming pool, golf and/or tennis shops, locker room
facilities, clubhouse, food and beverage facilities, and other Melrose Club improvements and lands. Lot
ownership does not entitle the owner thereof access or the right to use the facilities or amenities of The
Melrose Club.

(w) “Melrose” shall mean and refer to the separate and distinct planned unit development over which these
restrictive Covenants shall run with the land and be binding upon all subsequent purchasers of Declarant.

(x) “MGLP” shall refer to THE MELROSE GROUP LIMITED PARTNERSHIP, South Carolina
Limited Partnership, its successors and assigns.

(y) “Mortgage,” with an initial capital letter, shall mean and refer to a mortgage, security deed, deed of
trust, installment land sales contract, or other similar security instrument granting, creating, or conveying
a lien upon, a security interest in, or a security title to a Lot, Dwelling, or Cluster Area.

(2) “Mortgagee,” with an initial capital letter, shall mean and refer to the holder of a Mortgage.

(aa) “Occupant” shall mean and refer to any person, including, without limitation, any Owner or any guest,
invitee, lessee, tenant, or family member of an Owner, occupying or otherwise using a Dwelling within
the Development.

(bb) “Owner”, with an initial capital letter, shall mean and refer to one or more persons, including
Declarant, who or which owns fee simple title to any Lot, Dwelling or other property in the Development,
excluding, however, those persons having such an interest under a Mortgage. In the event that there is
recorded in the Records of the Register of Mesne Conveyance for Beaufort County, South Carolina, any
installment land sales contract covering any Lot or Dwelling, the Owner of such Lot or Dwelling shall be
the purchaser under said contract and not the fee simple title holder. An installment land sales contract
shall be an instrument whereby the purchaser is required to make payment for a Lot or Dwelling for a
period extending beyond nine (9) months from the date of the contract, and where the purchaser does not
receive title to such Lot or Dwelling until all such payments are made, although the purchase is given use
of such Lot or Dwelling.

(cc) “Person” shall mean and refer to a natural person, corporation, partnership, association, trust or other
legal entity, or combination thereof.

(dd) “Property”, with an initial capital letter, shall mean and refer to those tracts or parcels of land
described on Exhibit A, together with all improvements thereon, if any, and upon submission to the
provisions of this Declaration, the tracts or parcels of land described in Exhibit B, or any portion thereof,
together with all improvements thereon, if any.

(ee) “Site Plan” shall mean and refer to that certain plat of Melrose, filed , consisting of 10
sheets and prepared by Matthew M. Crawford, South Carolina Registered Land Surveyor No. 9758,
which is filed in Plat Book __ at Page __ of the Plat Records of the Register of Mesne Conveyance for
Beaufort County South Carolina, together with (i) any future revisions thereof or (ii) any subdivision plat
for any portion of Additional Property as may be submitted to the terms of this Declaration, as may be
recorded from time to time in the Plat Records of the Register of Mesne Conveyance for Beaufort County,
South Carolina.

ARTICLE Il
PLAN OF DEVELOPMENT

2.01 Plan of Development of Property. The Property shall initially contain 234 Lots with one (1) Dwelling to
be constructed on each such Lot. The Property shall also include portions of the Common Areas, including
roads, lagoons, bike paths, walkways, designated bridle paths, utility easements, drainage systems and
easements, and other improvements serving the Lots and Dwellings, to the extent the same are from time to
time installed and existing. The dimensions of the Lots are shown on the Site Plan. All Lots in the
Development shall be and are hereby restricted exclusively to single-family residential use and shall be subject



to the standards and restrictions of the Melrose Architectural Review Board. Declarant shall have the right, but
not the obligation, for so long as Declarant owns any Lot or Dwelling primarily for the purpose of sale or has
the option to add Additional Property or any portion thereof to the Development, to make improvements and
changes to all Common Areas and to all Lots or Dwellings owned by Declarant, including, without limitation,
(1) installation and/or maintenance of any improvements in and to the Common Areas, (ii) changes in the
location of the boundaries of any Lots or Dwellings owned by Declarant, (iii) installation and maintenance of
any water, sewer, and other utility systems and facilities, and (iv) installation of security, refuse and/or other
Development Support facilities.

2.02 Plan of Development of Additional Property. Declarant hereby reserves the option, to be exercised in its
sole discretion, to submit from time to time Additional Property or a portion or portions thereof to the
provisions of this Declaration and thereby to cause Additional Property or a portion or portions thereof to
become part of the Property. This option may be exercised by Declarant in accordance with the following
rights, conditions, and limitations, which are the only conditions and limitations on such option to add all or any
portion of Additional Property to the Development.

(a) The option may be exercised from time to time, provided, however, that Declarant reserves the right to
terminate such option at any time by executing and filing an agreement evidencing such termination on
the Records of the Register of Mesne Conveyance for Beaufort County, South Carolina and, except for
such termination by Declarant, no other circumstances will terminate such option.

(b) Additional Property may be added to the Development at different times, and there are no limitations
fixing the boundaries of those portions or regulating the order, sequence, or location in which any of
such portions may be added to the Development. The exercise of the option to submit Additional
Property to the Declaration shall not bar the further exercise of this option as to other Additional
Property.

(c) If Additional Property is added to the Development, the Lots and Cluster Home Areas developed therein
and the Dwellings constructed thereon will be subject to the standards and restrictions set forth in Article
X hereof. In addition, all Dwellings and other improvements constructed thereon will be substantially
consistent in terms of quality of designed construction to those Dwellings and improvements located
elsewhere within the Development, subject to distinctions in design, character and in construction
techniques between single-family detached residences and cluster homes, whether detached or attached.

(d) If Additional Property is added to the Development, Declarant reserves the right to designate the
boundaries of the Lots and Cluster Home Areas, as well as the Common Areas, if any, to be added to the
Development in connection therewith.

(e) The option reserved by Declarant to cause Additional Property to become part of the Development shall
in no way be construed to impose upon Declarant any obligation to add Additional Property to the
Development or to construct thereon any improvements of any nature whatsoever.

2.03 Cluster Home Associations. In the event that Declarant submits Additional Property or any portion or
portions thereof to the terms of this Declaration, there may be established by Declarant, its successors or
assigns, Cluster Home Associations limited to the order to promote their health, safety, and social welfare, as
well as to provide for the maintenance of Dwellings, other improvements, and/or common elements owned by
such Owners and/or such Cluster Home Associations, provided that such Owners shall also be members of the
Association and such Dwellings and other improvements shall continue to be subject to the terms of the
Declaration. Such Cluster Home Areas may be subject to Cluster Home Declarations which impose covenants
and restrictions which are in addition to, but not in abrogation or substitution of, those imposed hereby, and
such Cluster Home Associations may levy additional assessments and make and enforce supplementary
covenants, restrictions, rules and regulations with the respect to the Cluster Home Areas.

2.04 Water and Sewer Facilities. Haig Point/Melrose Wastewater Treatment Company, Inc., a South Carolina
corporation, owns or shall own the sewer treatment facilities serving the Development, and Melrose Utility
Company Inc., a South Carolina corporation, owns or shall own all lines, pipes, pumps, water towers or tanks,
and other systems related thereto which are located within the Development and which are not deemed to be a



portion of a Lot or Dwelling pursuant to Section 5.01 hereof. Water and sewer treatment service shall be
provided to the development pursuant to the terms or agreements between the Declarant and both Haig
Point/Melrose Wastewater Treatment Company, Inc., and Melrose Utility Company, Inc.

Melrose Utility Company, Inc., owns or shall own the water facilities serving the Development, including all
lines, pipes, pumps, water towers or tanks, and other systems related thereto which are located within the
Development and which are not deemed to be a portion of a Lot or Dwelling pursuant to Section 5.01 hereof,
and water service shall be provided to the Development pursuant to the terms of an agreement between the
Declarant and Melrose Utility Company, Inc.

2.05 Interest Subject to Plan of Development. Every purchaser of a Lot or Dwelling shall purchase such Lot
or Dwelling and every Mortgagee and lien holder holding an interest therein shall take title, or hold such
security interest with respect thereto, with notice of Declarant’s plan of development as herein set forth, and
Declarant shall have and does hereby specifically reserve the right to add Additional Property to the
Development as hereinabove provided, and , with respect to each Lot or Dwelling located within the Additional
Property, to convey to the purchaser thereof the title to the Lot or Dwelling and its appurtenant membership and
voting rights in the Association. Any provisions of this Declaration to the contrary notwithstanding, the
provisions of the foregoing plan of development set forth in this Article 11 may not be abrogated, modified,
rescinded, supplemented, or amended in whole or in part without the prior written consent of Declarant.

ARTICLE I
PROPERTY RIGHTS

3.01 General. Each Lot and Dwelling shall for all purposes constitute real property, which shall be owned in
fee simple absolute, and which, subject to the provisions of this Declaration, may be conveyed, transferred, and
encumbered the same as any other real property. Each Owner shall be entitled to the exclusive ownership and
possession of this Lot or Dwelling, subject to the provisions of this Declaration, including without limitation,
the provisions of this Article 111. The ownership of each Lot and Dwelling shall include, and there shall pass
with each Lot and Dwelling as an appurtenance thereto, whether or not separately described, all of the right and
interest in and to the Common Areas as established hereunder, which shall include, but not be limited to,
membership in the Association. Each Owner shall automatically become a member of the Association and shall
remain a member thereof until such time as his ownership ceases for any reason, at which time his membership
in the Association shall automatically pass to his successor-in-title to his Lot or Dwelling, and upon such
transfer, such former Owner shall simultaneously transfer and endorse to his successor-in-title any certificates
or other evidences of his membership in the Association. Lots shall not be subdivided and, except as provided
in Sections 2.01, 3.05 and 3.06 hereof, the boundaries between Lots shall remain as established in accordance
with the Site Plan, unless the relocation .thereof is made with the consent of Declarant, its successors and
assigns.

3.02 Owners Easement of Enjoyment. Subject to the provisions of this Declaration and the rules, regulations,
fees, and charges from time to time established by the Board of Directors in accordance with the By-Laws and
the terms hereof, every Owner, his family, tenants, and guests shall have a non-exclusive right, privilege, and
easement of use and enjoyment in and to the Common Areas, such easement to be appurtenant to and to pass
and run with title to each Lot and Dwelling, subject to the following provisions:

(a) The right of the Association to borrow money (i) for the purpose of improving the Development, or any
portion thereof, (ii) for acquiring additional Common Areas, (iii) for constructing repairing, maintaining or
improving any facilities located or to be located within the Development, (iv) for providing the services
authorized herein, or (v) acquire water and sewer plants and facilities, and., subject to the provisions of Section
8.02 hereof, to give as security for the payment of any such loan a mortgage or other security instrument
conveying all or any portion of the Common Areas, provided, however, that the lien and encumbrance of any
such security instrument given by the Association shall be subject and subordinate to any and all rights,



interests, options, licenses, easements, and privileges herein reserved or established for the benefit of Declarant,
any Owner, or the holder of any Mortgage irrespective of when such Mortgage is executed or given.

(b) The rights and easements reserved to Declarant and the Melrose Club herein.for the benefit of the
Association, its directors, officers, agents, and employees.

(c) The right of the Association to grant and accept easements as provided in Section 3.07 hereof and to
dedicate or transfer fee simple title to all or any portion of the Common Areas to any public agency or authority,
public service district, public or private utility, or other person, provided that any such transfer of the fee simple
title must be approved by a majority of those present in person or by proxy at a duly held meeting of the
Association and by Declarant, for so long as Declarant owns any Lot or Dwelling primarily for the purpose of
sale or has the unexpired option to add Additional Property or any portion thereof to the Development.

(d) The rights and easements reserved in Section 3.03 hereof for the benefit of the Association, its directors,
officers, agents, and employees.

(e) The rights and easements reserved in Section 3.10 hereof for the benefit of Additional Property.

3.03 Access. All Owners, by accepting title to Lots or Dwellings conveyed subject to this Declaration, waive all
rights of uncontrolled and unlimited access, ingress, and egress to and from such Lot or Dwelling and
acknowledge and agree that such access, ingress and egress shall be limited to roads, sidewalks, walkways,
trails, and waterways located within the Development from time to time, provided that pedestrian and vehicular
access to and from Lots and Dwellings shall be provided at all times. There is reserved unto Declarant, the
Association, and their respective successors and assigns the right and the privilege, but not the obligation, to
maintain guarded or electronically-monitored gates or some other device(s), in the sole discretion of Declarant,
controlling vehicular access to and from the Development.

3.04 Easements for Declarant and The Melrose Club. During the period that Declarant owns any Lot or
Dwelling primarily for the purpose of sale or has the option to add Additional Property or any portion thereof,
or a Unit Interest in The Melrose Club, Declarant and The Melrose Club shall have an alienable and transferable
right and easement on, over, through, under, and across the Common Areas for the purpose of beach access,
constructing Dwellings,. Melrose Club facilities and other improvements in and to the Lots and within Cluster
Home Areas and Additional Property and for installing, maintaining, repairing, and replacing such other
improvements to the Property (including portions of the Common Areas) as are contemplated by this
Declaration or as Declarant desires, in its sole discretion, including, without limitation, any improvements or
changes permitted and described by Article Il hereof, and for the purpose of doing all things reasonably
necessary: and proper in connection therewith, provided in no event shall Declarant have the obligation to do
any of the foregoing

3.05 Changes in Boundaries, Additions to Common Areas. Declarant expressly reserves for itself and its
successors and assigns, the right to change and re-align the boundaries of the Common Areas and any Lots or
Cluster Home Areas owned, by Declarant, including the re-alignment of boundaries between adjacent Lots,
Dwellings, and/or Cluster Home Areas owned by Declarant, provided that any such change or re-alignment of
boundaries shall not materially decrease the acreage of the Common Areas and shall be evidenced by a revision
of, or an addition to, the Site Plan which shall be recorded in the Plat Records of the Register of Mesne
Conveyance for Beaufort County, South Carolina. In addition, Declarant reserves the right, but shall not have
the obligation, to convey to the Association at any time and from time to time any portion of Additional
Property, such real property to be conveyed to the Association as an addition to the Common Areas and subject
to the title exceptions set forth in Section 2.02 hereof. Furthermore, Declarant reserves for itself, its affiliates,
successors and assigns the right, but shall not have the obligation, to convey by quit-claim deed to the
Association at any time and from time to time, as an addition to the Common Areas any marsh lands owned by
Declarant which are located adjacent and contiguous to the Development, specifically including water and
sewage treatment facilities.

3.06 Easements for Utilities. There is hereby reserved for the benefit of Declarant, the Association, and their
respective successors and assigns, the alienable, transferable, and perpetual right and easement as well as the



power to grant and accept easements to and from any public authority or agency, public service district, public
or private utility, or other person, upon, over, under, and across (i) all of the Common Areas, and (ii) all
portions of the Cluster Home Areas in which Dwellings are not constructed or erected for the purpose of
installing, replacing, repairing, maintaining, and using master television antenna and/ or cable systems, security
and similar systems, and all utilities, including, but not limited to, storm sewers and drainage systems and
electrical, gas, telephone, water and sewer lines. Such easements may be granted or accepted by Declarant, its
successors or assigns, or by the Board of Directors, provided, however, that for so long as Declarant owns any
Lot or Dwelling primarily for the purpose of sale or has the option, to add Additional Property or any portion
thereof to the Development, the Board of Directors must obtain the written consent of Declarant prior to
granting and accepting any such easements. To the extent possible, all utility lines and facilities serving the
Development and located therein shall be located underground. By virtue of any such easement and facilities, it
shall be expressly permissible for the providing utility company or other supplier of services, with respect to the
portions of the Development so encumbered, (i) to erect and maintain pipes, lines, manholes, pumps, and other
necessary equipment and facilities, (ii) to cut and remove any trees, bushes, or shrubbery, (iii) to grade,
excavate, or fill, (iv) to take any other similar action reasonably necessary to provide economical and safe
installation, maintenance repair, replacement, and use of such utilities and systems, (v) a ten foot (10’) wide
utility and drainage easement within the boundaries of all Lots, or (vi) a perpetual easement for maintenance of
all water lines, well sites, sewer lines, collection lines and distribution lines, electrical lines, telephone lines and
television cable.

3.07 Easements for Walks, Trails, Signs and Fishing. There is hereby reserved for the benefit of Declarant,
The Melrose Club, the Association, and their respective successors and assigns, the alienable, transferable, and
perpetual right and easement upon, over, and across (i) all portions of the Cluster Home Areas in which
Dwellings are not constructed or erected. (ii) those lands located along and adjacent to those exterior boundaries
located adjacent to streets and roads for all Lots and all Dwellings not located within Cluster Home Areas, and
(iii) all Common Areas, for the installation, maintenance, and use of sidewalks, trails, traffic directional signs,
designated fishing areas, bridle paths, and related improvements.

3.08 Easements for Association. There is hereby reserved a general right and easement for the benefit of the
Association, its directors, officers, agents, and employees, including, but not limited to, any manager employed
by the Association and any employees of such manager, to enter upon any Lot, Dwelling, or Cluster Home Area
or any portion thereof in the performance of their respective duties.

3.09 Sales and Construction Offices. Notwithstanding any provisions or restrictions herein to the contrary,
there is hereby reserved for the benefit of Declarant, and its successors and assigns, the alienable and
transferable right and easement in and to the Property for the maintenance of signs, sales offices, construction
offices, business offices, and model Dwellings, together with such other facilities as in the sole opinion of
Declarant may be reasonably required, convenient, or incidental to the Completion, improvement, and/or sale of
Lots, Dwellings, Cluster Home Areas, Common Areas, or Additional Property.

3.10 Easements for Additional Property. There is hereby reserved for Declarant and The Melrose Club, and
their successors, assigns, and successors-in-title to Additional Property, for the benefit of and as an
appurtenance to Additional Property and as a burden upon the Property, perpetual, non-exclusive rights and
easements for (i) pedestrian, vehicular, and boating access, designated fishing areas, ingress, egress, parking,
and docking over, across, within, and on all roads, sidewalks, trails, bridle paths, parking facilities, lagoons, and
docks from time to time located within the Common Areas or within easements serving the Common Areas, (ii)
the installation, maintenance, repair, replacement, and use within the Common Areas and those portions of Lots,
Dwellings, and Cluster Home Areas encumbered pursuant to Section 3.06 hereof of security systems and utility
facilities and distribution lines, including, without limitation, drainage systems, storm sewers, and electrical,
gas, telephone, water, sewer, and master television antenna and/or cable system lines, and (iii) drainage and
discharge of surface water onto and across the Property provided that such drainage and discharge shall not
materially damage or affect the Development or any improvements from time to time located thereon.

3.11 Maintenance Easement. Subject to the terms of Section 5.02(b) hereof, there is hereby reserved for the
benefit of Declarant, The Melrose Club, the Association, and their respective agents, employees, successors,



and assigns, an alienable, transferable, and perpetual right and easement to enter upon any Lot and upon
unimproved portions of any Dwelling or Cluster Home Area for the purpose of mowing, removing, clearing,
cutting, or pruning underbrush, weeds, stumps, or other unsightly growth and removing trash, so as to maintain
reasonable standards of health, fire safety, and appearance within the Development, provided that such
easements shall not impose any duty or obligation upon Declarant or the Association to perform any such
actions. Furthermore, there is hereby reserved for the benefit of Declarant, the Association, and their respective
agents, employees, successors, and assigns, an alienable, transferable, and perpetual right and easement, but not
the obligation, to enter upon any Lots, Dwellings, or Cluster Home Areas which are located within a reasonable
distance from the water’s edge of any lagoon, marina, pond. or other body of water within the Development, for
the purpose of mowing such area and keeping the same clear and free from unsightly growth and trash, as well
as for the purpose of maintaining such bodies of water, such maintenance to include, without limitation,
dredging and the maintenance of reasonable water quality standards.

3.12 Environmental Easement. There is hereby reserved for the benefit of Declarant, The Melrose Club, the
Association, and their respective agents, employees, successors, and assigns, an alienable, transferable, and
perpetual right and easement on, over, and across all Lots and all unimproved portions of Dwellings and Cluster
Home Areas for the purpose of taking any action necessary to effect compliance with environmental rules,
regulations, and procedures from time to time promulgated or instituted by the Board of Directors or by any
governmental entity, such easement to include, without limitation, the right to implement erosion control
procedures and practices, the right to drain standing water, and the right to dispense pesticides.

3.13 Wells and Effluent. There is hereby reserved for the benefit of Declarant, The Melrose Club, the
Association, and their respective affiliates, agents, employees, successors, and assigns, an alienable,
transferable, and perpetual right and easement (i) to pump water in or from lagoons, ponds, lakes, and other
bodies of water located within the Development for the purpose of irrigating any portions of the Development
or The Melrose Club, (ii) to drill, install, locate, maintain, and use wells, pumping stations, water towers,
siltation basins and tanks, and related water and sewer treatment facilities and systems within the Common
Areas, or (iii) to spray or locate any treated sewage effluent within the Common Areas, including within any
portion of the Development, or upon any Lot or upon unimproved portions of any Dwelling or Cluster Home
Area or lagoons.

3.14 Golf Course Maintenance. There is hereby reserved unto Declarant, the Association and the Melrose
Club, and their respective agents, employees, successors, and assigns, the perpetual, non-exclusive right and
easement over and across each Lot, all roadways, common areas, and all unimproved portions of each Dwelling
and Cluster Home Area which are adjacent to the fairways and greens of the golf course or courses located
within the Common Areas. This reserved right and easement shall permit, but shall not obligate, Declarant, the
Association, and their respective agents, employees, successors, and assigns, to go upon any such Lot,
Dwelling, or Cluster Home Area to maintain or landscape the area encumbered by such easement. Such
maintenance and landscaping shall include planting of grass, watering, application of fertilizer, mowing, and the
removal of underbrush, stumps, trash or debris, and small trees. The area encumbered by this easement shall be
limited to the portion of such Lots, Dwellings, or Cluster Home Areas which are adjacent to such fairways or
greens, provided, however, the entire Lot and all unimproved portions of such Dwelling or Cluster Home Area
shall be subject to such easement until the landscaping plan for such Lot, Dwelling or Cluster Home Area has
been approved and implemented pursuant to Section 10.06 hereof.

3.15 Entry by Golfers. Each Lot, Dwelling, and Cluster Home Area adjacent to a golf fairway or green shall be
subject to the right and easement on the part of registered golf course players and their caddies to enter upon
such Lot and upon the unimproved portions of such Dwelling or Cluster Home Area to remove a ball or to play
a ball, subject to the official rules of the golf course, with such entering and playing not being deemed to be a
trespass. Golf course players or their caddies shall not be entitled to enter on any such Lots, Dwellings, or
Cluster Home Areas with a golf cart or other vehicle, nor to spend an unreasonable amount of time on any such
Lot, Dwelling, or Cluster Home Area, or in any way commit a nuisance while on any such Lot, Dwelling, or
Cluster Home Area.



3.16 No Partition. There shall be no judicial partition of the Development or any part thereof, nor shall any
person acquiring any interest in the Development or any part thereof seek any such judicial partition unless the
Development has been removed from the provisions of this Declaration.

ARTICLE IV
MEMBERSHIP

4.01 Membership. Every Owner shall be deemed to have a membership in the Association. Membership shall
be appurtenant to and may not be separated from ownership of any Lot or Dwelling, and ownership of a Lot or
Dwelling shall be the sole qualification for such membership. In the event that fee title to a Lot or Dwelling is
transferred or otherwise conveyed, the membership in the Association which is appurtenant thereto shall
automatically pass to such transferee, notwithstanding any failure of the transferor to endorse to his transferee
any certificates or other evidences of such membership. The foregoing is not intended to include Mortgagees or
any other persons who hold an interest merely as security for the performance of an obligation, and the giving
of a security interest shall not terminate or otherwise affect an Owner’s membership in the Association.
Notwithstanding any of the foregoing to the contrary, no Owner, whether one or more persons, shall have more
than one membership per Lot or Dwelling. In the event of multiple Owners of a Lot or Dwelling, votes and
rights of use and enjoyment shall be as provided herein. The rights and privileges of membership, including the
right to vote and to hold an office in the Association, may be exercised by a member or a member’s spouse, but
in no event shall more than one vote be cast or more than one office held for each Lot or Dwelling, and further
provided that a member casting a vote holding an office with respect to his Dwelling shall not be entitled to cast
an additional vote or to hold an additional office for the Lot upon which his residential unit is located. When
more than one person holds an interest in any Lot or Dwelling, the vote for such Lot or Dwelling shall be
exercised as those Owners of such Lot or Dwelling themselves determine and advise the Secretary, or an
Assistant Secretary of the Association prior to any meeting. In the absence of such advice, the vote appurtenant
to such Lot or Dwelling shall be suspended in the event more than one person seeks to exercise it. The voting
weight appurtenant to each Lot or Dwelling is equal and each lot and each Dwelling shall have one (1) vote.
Such voting weight shall continue to be equal upon the addition of all or a portion of Additional Property to the
Development, and each Lot or Dwelling therein shall have one vote. Each Owner, by acceptance of a deed or
other conveyance for a Lot or Dwelling consents and agrees to the dilution of his voting interest in the
Association by virtue of the submission from time to time of Additional Property to the terms of this
Declaration as provided herein.

Membership in the Association will not in and of itself entitle a lot Owner to have access to or use the facilities
and amenities of The Melrose Club.

ARTICLE V
MAINTENANCE

5.01 Responsibilities of Owners and Cluster Home Associations. Unless specifically identified herein or in a
Cluster Home Declaration as being the responsibility of the Association or a Cluster Home Association, all
maintenance and repair of Dwellings and the areas within a dwelling area not considered a common element or
common area, together with all other improvements thereon or therein and all lawns, landscaping, and grounds
on and within a Lot or Dwelling shall be the responsibility of the Owner of such Dwelling. Unless otherwise
provided in the appropriate Cluster Home Declaration, the maintenance and repair of all common areas or
common elements located within Cluster Home Areas (including all landscaping and grounds and all
recreational facilities and other improvements, if any, located within such Cluster Home Area) shall be the
responsibility of the Cluster Home Association for such Cluster Home Area. Each Owner or Cluster Home
Association shall be responsible for maintaining his or its Dwelling (areas within a dwelling area not considered
a common element or common area), or Cluster Home Area, as the case may be, in a neat, clean, and sanitary
condition, and such responsibility shall include the maintenance and care of all exterior surfaces of all



Dwellings, buildings, and other structures and all lawns, trees, shrubs, hedges, grass, and other landscaping. As
provided in Section 5.02(b) hereof, each Owner or Cluster Home Association shall also be obligated to pay for
the costs incurred by the Association for repairing, replacing, maintaining, or cleaning any item which is the
responsibility of such Owner or Cluster Home Association, but which responsibility such Owner or Cluster
Home Association fails or refuses to discharge. No Owner or cluster Home Association shall (i) decorate,
change, or otherwise alter the appearance of any portion of the exterior of a Dwelling or the landscaping,
grounds or other improvements within a Lot or Cluster Home Area unless such decoration, change or alteration
is first approved, in writing, by the Architectural Review Board as provided in Article X hereof, or (ii) do any
work which, in the reasonable opinion of the Architectural Review Board, would jeopardize the soundness and
safety of the Development, reduce the value thereof, or impair any easement or hereditament thereto, without in
every such case obtaining the written approval of the Architectural Review Board.

5.02 Association’s Responsibility.

(a) Except as may be herein otherwise specifically provided, the Association shall maintain and keep in good
repair all portions of the Common Areas which responsibility shall include the operation, maintenance, repair
and replacement of the following, including but not limited to: (i) all roads, walks, trails, bike paths, lagoons,
ponds, parking lots, landscaped areas, erosion control programs, and other improvements situated within the
Common Areas or within easements encumbered Lot, Dwellings, or Cluster Home Areas pursuant to Section
3.07 hereof, (ii) such security program and utility lines, pipes, plumbing, wires, conduits, and related systems
which are a part of the Common Areas and which are not maintained by a public authority public service
district, public or private utility, or other person, and (iii) all lawns, trees, shrubs, hedges, grass, and other
landscaping situated within or upon the Common Areas. The Association shall not be liable for injury or
damage to any person or property (A) caused by the elements or by any Owner or any other person, (B)
resulting from any rain or other surface water which may leak or flow from any portion of the Common Areas,
or (C) caused by any pipe, plumbing, drain, conduit, equipment, security system, or utility line or facility, the
responsibility for, the maintenance of which is that of the Association, breaking down or as a result of the repair
of the same. Nor shall the Association be liable to any Owner for loss or damage, by theft or otherwise, of any
property of such Owner which may be stored in or upon any portion of the Areas or any other portion of the
Property. No diminution or abatement of assessments shall be claimed or allowed by reason of any alleged
failure of the Association to take some action or to perform some function required to be taken or performed by
the Association under this Declaration, or for inconvenience or discomfort arising from the making of
improvements or repairs which are the responsibility of the Association, or from any action taken by the
Association to comply with any law, ordinance, or with any order or directive of any municipal or other
governmental authority, the obligation to pay such assessments and being a separate and independent covenant
on the part of each Owner.

(b) In the event that Declarant or the Board of Directors determines that: (i) any Owner or Cluster Home
Association has failed or refused to discharge properly his or its obligations with regard to the maintenance,
cleaning, repair or replacement of items for which he or it is responsible hereunder, or (ii) that the need for
maintenance, including landscaping, cleaning, repair, or replacement which is the responsibility of the
Association hereunder, is caused through the willful or negligent act of an Owner, his family, tenants, guests, or
invitees, and is not covered or paid for by insurance in whole or in part, then, in either event, Declarant or the
Association, except in the event of an emergency situation, may give such Owner or Cluster Home Association
written notice of Declarant’s or the Association’s intent to provide such necessary maintenance, cleaning,
repair, or replacement, at the sole cost and expense of such Owner or Cluster Home Association, as the case
may be, and setting forth with reasonable particularity the maintenance, cleaning, repair or replacement deemed
necessary. Except in the event of emergency situations, such Owner or Cluster Home Association, as the case
man be, shall have fifteen (15) days from receipt of written notice from the Association within which to
complete the same in a good and workmanlike manner, or in the event that such maintenance, cleaning, repair,
or replacement is not capable of completion within said fifteen (15) day period, to commence said maintenance,
cleaning, repair or replacement and diligently proceed to complete the same in a good and workmanlike



manner. In the event of emergency situations or the failure of any Owner or Cluster Home Association to
comply with the provisions hereof after such notice, Declarant or the Association may provide (but shall not
have the obligation to so provide) an such maintenance, cleaning, repair, or replacement at the sole cost and
expense of such Owner or Cluster Home Association, as the case may be, and said cost shall be added to and
became a part of the assessment to which such Owner and his Dwelling or areas within a dwelling area not
considered common element or common area, are subject, and shall become a lien against such Lot or
Dwelling, or, in the case of a Cluster Home Association, shall be added to and become a part of the assessments
for all Owners within such Cluster Home Association and shall become a lien against such Owners Dwellings,
or areas within a dwelling area not considered a common element or common area. In the event that Declarant
undertakes such maintenance, cleaning, repair, or replacement, the Association shall promptly reimburse
Declarant for Declarant’s costs and expenses.

ARTICLE VI
INSURANCE AND CASUALTY LOSSES

6.01 Insurance.

(a) The Board of Directors or its duly authorized agents shall have the authority to obtain and continue in effect
adequate property insurance, in such form as the Board deems appropriate, for the benefit of the Association
and insuring all insurable improvements in and to the Common Areas against loss or damage by fire or other
hazards, including, without limitation, extended coverage, flood, vandalism, and malicious mischief, such
coverage to be in an amount sufficient to cover the full replacement cost (without depreciation but subject to
such deductible levels as are deemed reasonable by the Board) of any repair or reconstruction in the event of
damage or destruction from any such hazard.

(b) The Board or its duly authorized agents shall have the authority to and shall obtain and continue in effect a
public liability policy covering all the Common Areas and all damage or injury caused by the negligence of the
Association, its members, its directors and officers, or any of its agents. Such public liability policy shall
provide such coverages as are determined to be necessary by the Board of Directors.

(c) The Board or its duly authorized agents shall have the authority and may obtain (i) workers compensation
insurance to the extent necessary to comply with any applicable laws, (ii) errors and omission insurance, and
(iii) such other types and amounts of insurance as may be determined by the Board to be necessary or desirable.

(d) All such insurance coverage obtained by the Board of Directors shall be written in the name of the
Association as trustee for each of the Owners and costs of all such coverage shall be a Common Expense.
Exclusive authority to adjust losses under policies obtained by the Association and hereafter in force with
respect to the Development shall be vested in the Board of Directors, provided, however, that no mortgagee or
other security holder of the Common Areas having an interest in such losses may be prohibited from
participating in the settlement negotiation, if any, related thereto. Insofar as permitted by law, the Association
shall be required to make every effort to secure insurance policies, if available at a reasonable cost, with the
provisions hereinafter set forth.

(i) All policies shall be written with a company licensed to do business in the State of South Carolina and
holding a rating of A+ or better in such financial categories as established by Best’s Insurance Reports, if such a
company is available or, if not available, its equivalent rating or the best rating possible.

(i) All property insurance policies shall be for the benefit of the Owners and their Mortgagees as their interests
may appear.

(iii) All policies shall contain a waiver of the insurer’s right to cancel without first giving thirty (30) days prior
written notice of such cancellation to the Association and to any Mortgagee to which a mortgagee endorsement
has been issued.



(iv) In no event shall the insurance coverage obtained and maintained by the Associations Board of Directors
hereunder be brought into contribution with insurance purchased by individual Owners or their Mortgagees, and
all policies shall contain a provision that the “other insurance” clauses in such policies exclude from
consideration policies obtained by individual Owners or their Mortgages.

(v) All policies shall contain a waiver of subrogation by the insurer as to any claims against the Association, the
Associations directors and officers, the Owners, and their respective families, servants, agents, tenants, guests,
and invitees, including, without limitation, the Association’s manager.

(vi) All policies shall contain a provision that no policy may be cancelled, invalidated, or suspended on account
of the conduct of one or more of the individual Owners, or their respective families, servants, agents,
employees, tenants, guests, and invitees, or on account of the acts of any director, officer, employee, or agent of
the Association or of its manager, without prior demand in writing delivered to the Association to cure the
defect and the allowance of a reasonable time thereafter within which the defect may be cured.

(vii) All liability insurance shall contain cross-liability endorsements to cover liabilities of the Association to an
individual Owner.

(viii) It shall be the individual responsibility of each Owner a his own expense to provide, as he sees fit, public
liability, property damage, title, and other insurance with respect to his own Lot and Dwelling

6.02 Damage or Destruction to Common Areas. Immediately after the damage or destruction by fire or other
casualty to all or any part of the Common Areas covered by insurance written in the name of the Association,
the Board of Directors or its duly authorized agent shall Proceed with the filing and adjustment of all claims
arising under such insurance, and, in any such event, the Board shall obtain reliable and detailed estimates of
the cost of repair or reconstruction of the damaged or destroyed property. Repair or reconstruction, as used in
this Article VI, means repairing or restoring the damaged property to substantially the same condition in which
it existed prior to the fire or other casualty. If the insurance proceeds, if any, for such damage or destruction are
not sufficient to defray the cost thereof, and such deficiency cannot be appropriated from a reserve fund as may
have been established for such purpose, the Board of Directors may levy a special assessment against all
Owners, without the necessity of a vote pursuant to Section 9.04 hereof, such special assessment to be in an
amount sufficient to provide funds to pay such excess cost of repair or reconstruction. Such a special assessment
shall be levied against the Owners equally in the same manner as annual assessments are levied, and additional
assessments may be made at any time during or following the completion of any repair or reconstruction. Any
and all sums paid to the Association under and by virtue of such assessments shall be held by and for the benefit
of the Association together with the insurance proceeds, if any, for such damage or destruction. Such insurance
proceeds and assessments shall be disbursed by the Association in payment for such repair or reconstruction
pursuant to and in accordance with such method of distribution as is established by the Board of Directors. Any
proceeds remaining after defraying such costs shall be retained by and for the benefit of the Association. If it is
determined by Declarant and seventy-five percent (75%) of the total vote of the Association that the damage or
destruction for which the insurance proceeds are paid shall not be repaired or reconstructed, such proceeds shall
be retained by and for the benefit of the Association, and the ruins of the Common Areas damaged or destroyed
by fire or other casualty shall be cleared and the Common Areas left in a clean, orderly, safe, and sightly
condition.

6.03 Damage or Destruction to Lots, Dwellings, or Cluster Home Areas. In the event of damage or
destruction by fire or other casualty to any Dwellings, or Cluster Home Areas, and in the further event that
either the Owner of such Dwelling or the Cluster Home Association responsible for the repair and replacement
of such Cluster Home Area, as the case may be, elects not to repair or rebuild the damaged or destroyed
Dwelling, or Cluster Home Area, such Owner or Cluster Home Association making such election shall
promptly clear away the ruins and debris of any damaged improvements or vegetation and leave such Dwelling,
or Cluster Home Area in a clean, orderly, safe and sightly condition. Should such Lot or Dwelling not be
cleaned or cleared within sixty (60) days from the date of such damage or destruction, Declarant or the
Association shall have such work done at the cost and expense of such Owner. In the event an individual Owner
does not reimburse Declarant or the Association within forty-five (45) days from such Owners receipt of an



invoice for the work performed from Declarant or the Association, such unpaid charge shall become a lien
against such Owner’s Property. Should such Owner or Cluster Home Association elect to repair or rebuild such
Lot or Dwelling, or other improvements, such Owner or Cluster Home Association shall repair or rebuild such
Dwelling, or other improvements to substantially the same condition as existed prior to such fire or other
casualty and in accordance with all applicable standards, restrictions, and provisions of this Declaration
(including, without limitation, Article X hereof) and all applicable zoning, subdivision, building and other
governmental regulations. All such work of repair or construction shall be commenced within four (4) months
following such damage or destruction and shall be carried through diligently to conclusion. All reconstruction
or repair shall require the review and approval by the Architectural Review Board, and shall be subject to any
set-back lines or other requirements that may be established by any governmental or quasi-governmental
authority.

ARTICLE VII
CONDEMNATION

7.01 Condemnation of Common Areas. Whenever all or any part of the Common Areas of the Development
shall be taken by any authority having the power of condemnation or eminent domain, or is conveyed in lieu
thereof by the Board acting on the agreement of at least seventy-five percent (75%) of the total vote of the
Association and of Declarant, for so long as Declarant owns a Dwelling or a Lot primarily for the purpose of
sale or has the option to add Additional Property to the Development, the award or proceeds made or collected
for such taking or sale in lieu thereof shall be payable to the Association and shall be disbursed or held as
follows:

(a) If the taking or sale in lieu thereof involves a portion of the Common Areas on which improvements have
been constructed, then, unless within sixty (60) days after such taking Declarant, for so long as Declarant owns
a Dwelling primarily for the purpose of sale or has the option to add Additional Property, or any portion thereof
to the Development, together with at least seventy-five percent (75%) of the total membership of the
Association, shall otherwise agree, the Association shall restore or replace such improvements so taken, to the
extent practicable, on the remaining lands included in the Common Areas which are available therefore, in
accordance with the plans approved by the Board of Directors, the Architectural Review Board, and by
Declarant, for so long as Declarant owns a Lot or Dwelling primarily for the purpose of sale or has the option to
add Additional Property or any portion thereof to the Development. If the awards or proceeds are not sufficient
to defray the cost of such repair and replacement and such deficiency cannot be appropriated from a reserve
fund as may have been established for such purpose, the Board of Directors may levy a special assessment
against all Owners, without the necessity of a vote pursuant to Section 9.04 hereof, such special assessment to
be in an amount sufficient to provide funds to pay such excess cost of repair or reconstruction. Such a special
assessment shall be levied against the Owners equally in the same manner as annual assessments are levied, and
additional special assessments may be made at any time during or following the completion of any repair or
reconstruction. If such improvements are not to be repaired or restored, the award or proceeds shall be retained
by and for the benefit of the Association.

(b) It the taking or sale in lieu thereof does not involve any improvements to the Common Areas, or if there are
net funds remaining after any such restoration or replacement of such improvements is completed, then such
award, proceeds, or net funds shall be retained by and for the benefit of the Association.

(c) If the taking or sale in lieu thereof includes all or any part of a Dwelling, or Cluster Home Area and also
includes any part of the Common Areas, then a court of competent jurisdiction shall apportion such award or
proceeds and such award or proceeds shall be disbursed to the Association and the Owners so affected so as to
give just compensation to the Owners of any Dwelling, or Cluster Home Area taken for their interest in such
Dwelling, or Cluster Home Area, provided, however, such apportionment may instead be resolved by the
agreement of (i) the Board of Directors, (ii) the Owners of all Dwellings, or Cluster Home Areas wholly or
partially taken or sold, together with the Mortgagees for each such Dwelling, or Cluster Home Area, and (iii)



Declarant, for so long as Declarant owns a Dwelling primarily for the purpose of sale or has the option to add
Additional Property or any portion thereof to the Development.

7.02 Condemnation of Dwellings, or Cluster Home Areas.

(@) In the event that all or any part of a Dwelling, or Cluster Home Area is taken by any authority having the
power of condemnation, or eminent domain, or is conveyed in lieu thereof, and in the further event that the
Owner of such Dwelling or the Cluster Home Association responsible for the maintenance and repair of such
Dwelling, or Cluster Home Area, as the case may be, elects not to restore the remainder of the Dwelling, or
Cluster Home Area, then such Owner or Cluster Home Association making such election shall promptly clear
away any remaining improvements damaged or destroyed by such taking or conveyance and shall leave such
Dwelling, or Cluster Home Area and any remaining undamaged improvements thereon in a clean, orderly, safe,
and sightly condition. In addition, if the size or configuration of such Dwelling, or Cluster Home Area
remaining after such taking or conveyance is insufficient to permit the restoration of the remaining
improvements thereon or therein to their condition prior to such taking or conveyance in compliance with all
applicable standards, restrictions, and provisions of this Declaration and all applicable zoning, subdivision,
building and other governmental regulations, then such Owner or Cluster Home Association shall have the
option, after cleaning away all remaining improvements or portions thereof and placing the remainder in a
clean, orderly, safe, and sightly condition referred to above, of deeding the remaining portion of the Lot, subject
to acceptance by the Association, Dwelling, or Cluster Home Area to the Association as a part of the Common
Areas, and thereafter any such Owner shall not have any further voting rights or membership rights or privileges
in the Association or with respect to the Development and shall not be subject to any further assessments
imposed by the Association and payable after the date of such deeding.

(b) In the event that any part of a Dwelling, or Custer Home Area is taken by any authority having the power of
condemnation or eminent domain, or is conveyed in lieu thereof, and if the Owner of such Dwelling or the
Cluster Home Association responsible for the maintenance and repair of such Dwelling or Cluster Home Area,
as the case may be, elects to restore the remainder of the Dwelling or Cluster Home Area such Owner or Cluster
Home Association making such election shall restore such remainder of such Dwelling or Cluster Home Area as
nearly as practicable to the same condition it was in prior to such taking or conveyance and in accordance with
al applicable standards, restrictions, and provisions of this Declaration and all applicable zoning, subdivision,
building, and other governmental regulations. All such work of restoration shall be reviewed and approved by
the Architectural Review Board and commenced within ninety (90) days following such taking or conveyance
and shall be carried through diligently to conclusion.

ARTICLE VIII
ADMINISTRATION

8.01 Common Areas. The Association, subject to the rights of Declarant and the rights and duties of the
Owners set forth in this Declaration and the By-Laws of the Association, shall be responsible for the exclusive
management and control of the Common Areas and all improvements thereon and shall keep the same in good,
clean, attractive, and sanitary condition, order, and repair, pursuant to the terms and conditions thereof. Except
to the extent other required by the provisions of the South Carolina Code relating to non profit corporations, this
Declaration, the By-Laws or the Powers of the Association may be exercised by the Board of Directors, acting
through the officers of the Association, without any further consent or action on the part of the Owners. As
provided in Section 11.01 hereof and notwithstanding another provision to the contrary contained in any
instruments evidencing or establishing the Development, Declarant shall have the right to appoint or remove
any member or members of the Board of Directors or any officer or officers of the Association until such time
as the first of the following events shall occur: (i) the expiration of twenty-five (25) years after the date of the
recording of this Declaration, or (ii) the surrender by Declarant of the authority to appoint and remove directors
and officers of the Association by an express amendment to this Declaration executed and recorded by
Declarant. Each Owner, by acceptance of a deed to or other conveyance of a Lot, Dwelling, or Cluster Home
area vests in Declarant, such authority to appoint and remove directors and officers of the Association as
provided by this Section 8.01 and by Section 11.01 hereof.



Association as provided by this Section 8.01 and by Section 11.01 hereof.

8.02 Duties and Powers. The duties and powers of the Association shall be those set forth in the provisions of
the South Carolina Code relating to nonprofit corporations, this Declaration, the By-Laws, and the Articles of
Incorporation, together with those reasonably implied to effect the purposes of the Association, provided,
however, that if there are conflicts or inconsistencies among the South Carolina Code, this Declaration, the By-
Laws, or the Articles of Incorporation, the provisions of the South Carolina Code, this Declaration, the By-Laws
and the Avrticles of incorporation, in that order, shall prevail, and each Owner of a Lot, Dwelling, or Cluster
Home area by acceptance of a deed or other conveyance therefore, covenants to vote in favor of such
amendments as will remove such conflicts or inconsistencies. The Association may exercise any other right or
privilege given to it expressly by this Declaration or by law, specifically including the right, power and
authority to merge with the Melrose Club Owners Association. Inc., upon terms and conditions acceptable to
the Association, together with every other right or privilege reasonably to be implied from the existence of any
right or privilege given to it herein or reasonably necessary to effectuate any such right or privilege. Such
powers of the Association shall include, but shall not be limited to, the power to purchase one or more Lots and,
or Dwellings and Cluster Home areas and to hold, lease, mortgage, sell, and convey the same, or undertake any
action for the common good with The Melrose Club, the Melrose Club Owners Association, Inc., or Declarant.
Such duties may include, but shall not be limited to, arranging with governmental agencies, public service
districts, public or private utilities, the Melrose Club, or others, as a Common Expense or by billing directly to
Lots, Dwellings, and Cluster Home areas, to furnish trash collections, insect control, water, sewer, and security
service for the Common Areas and/or the Lots, Dwellings, and Cluster Home Areas. Notwithstanding the
foregoing provisions of this Section 8.02 or any other provision of this Declaration to the contrary, for so long
as Declarant shall own any Lot or Dwelling primarily for the purpose of sale or has the option to add Additional
Property or any portion thereof to the Development, the Association shall not, without the consent of Declarant,
borrow money, or pledge, mortgage, or hypothecate all or any portion of the Common Areas.

8.03 Agreements. Subject to the prior approval of Declarant for so long as Declarant owns a Lot or Dwelling
primarily for the purpose of sale or has the option to add Additional Property or any portion thereof to the
Development, all agreements and determinations lawfully authorized by the Board of Directors shall be binding
upon all Owners, their heirs, legal representatives, successors, and assigns, and all others having an interest in
the Development or the privilege of possession and enjoyment of any part of the Development, and in
performing its responsibilities hereunder, the Association, through its Board of Directors, shall have the
authority to delegate to persons of its choice, including The Melrose Club or Declarant, such duties of the
Association as may be determined by the Board of Directors. In furtherance of the foregoing and not in
limitation thereof, the Association may obtain and pay for the services of any person or entity to manage its
affairs or any part thereof, to the extent it deems advisable, as well as such other personnel as the Association
shall deem necessary or desirable for the proper operation of the Development, whether such personnel are
furnished or employed directly by the Association or by any person or entity with whom or with which it
contracts. All costs and expenses incident to the employment of a manager shall be a Common Expense.
During the term of such management agreement, such manager may, if authorized by the Board of Directors,
exercise all of the powers and shall be responsible for the performance of all of the duties of the Association,
excepting any of those powers or duties specifically and exclusively reserved to the directors, officers or
members of the Association by this Declaration or the By-Laws. Such manager may be an individual,
corporation, or other legal entity, as the Board of Directors shall determine, and may be bonded in such a
manner as the Board of Directors may require, with the cost of acquiring any such bond to be a Common
Expense. In addition, the Association may pay for, and the Board of Directors may hire and contract for, such
legal and accounting services as are necessary or desirable in connection with the operation of the Development
or the enforcement of this Declaration, the By-Laws, or the rules and regulations of the Association.

8.04 Personal Property and Real Property for Common Use. The Association through action of its Board of
Directors, may acquire and hold tangible and intangible personal property and real property and may dispose of
the same by sale or otherwise. All funds received and title to all properties acquired by the Association and the



proceeds thereof, after deducting there from the costs incurred by the Association in acquiring or selling the
same, shall be held by and for the benefit of the Association. The shares of the Owners in the funds and assets
of the Association cannot be individually assigned, hypothecated, or transferred in any manner, except to the
extent that a transfer of the ownership of a Lot, Dwelling or Cluster Home Area also transfers the membership
in the Association which is an appurtenance to such Lot, Dwelling, or Cluster Home Area.

8.05 Rules and Regulations. As provided in Article XI hereof, the Association, through its Board of Directors,
may make and enforce reasonable rules and regulations governing the use of the Lots, Dwellings, Cluster Home
Areas, and Common Areas, which rules and regulations shall be consistent with the rights and duties established
by this Declaration.

ARTICLE IX
ASSESSMENTS

9.01 Purpose of Assessments. The assessments for Common Expenses provided for herein shall be used for
purposes including but not limited to: repairing private streets (except those located within a privately owned
Lot), transportation systems, walkways and like community areas, lighting systems, storm drainage and other
bodies’ grounds, maintenance building(s) and related property, security and cable television lines, maintaining
the common waterfront, lagoons and other bodies of water in a clean and orderly condition, repairing damage
caused by common area erosion, replacing any existing landscaping, providing for pest control and erosion
control, when needed, and for the general purposes of promoting the recreation, health, safety, welfare, common
benefit, and enjoyment of the Owners and occupants of the Development and maintaining the Development and
improvements therein, providing those services important to the development and preservation of an attractive
community appearance, and, maintaining the privacy, security and general safety of the Owners and occupants
of the Development; all as may be more specifically authorized from time to time by the Board of Directors.

9.02 Creation of Lien and Personal Obligation of Assessments. Each Owner of a Lot or Dwelling by
acceptance of a deed or other conveyance thereof, whether or not it shall be so expressed in such deed or
conveyance, is deemed to covenant and agree to pay to the Association: (a) annual assessments, such
assessments to be established and collected as provided in Section 9.03 hereof, (b) special assessments, such
assessments to be established and collected as provided in Section 9.04 hereof, (c) individual or specific
assessments against any particular Lot or Dwelling which are established pursuant to the terms of this
Declaration, including, but not limited to, fines as may be imposed against such Lot or Dwelling in accordance
with Article X1 hereof. Any such assessments, together with late charges, simple interest at the rate of eighteen
percent (18%) per annum, or at such other maximum interest rate as established by South Carolina law, and
court costs and attorneys fees incurred to enforce or collect such assessments, shall be an equitable charge and
continuing lien upon the Lot or Dwelling, the Owner of which is responsible for payment. Each Owner shall be
personally liable for assessments coming due while he is the Owner of a Lot or Dwelling, and his grantee shall
take title to such Lot or Dwelling subject to the equitable charge and continuing lien therefore, but without
prejudice to the rights of such grantee to recover from his grantor any amounts paid by such grantee therefore,
provided, however, the lien for unpaid assessments shall not apply to the holder of any first priority institutional
Mortgage or to the holder of any Mortgage securing a loan made by Declarant, its affiliates, successors, or
assigns, and who takes title to a Lot or Dwelling through foreclosure, or to any purchaser of such Lot or
Dwelling at such foreclosure sale. In the event of co-ownership of any Lot or Dwelling, all of such co-Owners
shall be jointly and severally liable for the entire amount of such assessments. Assessments shall be paid in such
manner and on such dates as may be fixed by the Board of Directors.

9.03 Annual Assessments. Each Owner of a Lot shall pay the Association the initial annual assessment of the
sum of THREE HUNDRED SEVENTYFIVE AND NO/100 DOLLARS ($375.00) per year per Lot, with such
assessment to begin effective January 1. 1988, and each Owner of a Dwelling shall pay the Association the sum
of FOUR HUNDRED SEVENTY-FIVE AND NO/100 DOLLARRS ($475.00) per year per Dwelling.



From and after January 1, 1988, it shall be the duty of the Board at least thirty (30) days prior to the
Association’s annual meeting to prepare a budget covering the estimated Common Expenses during the coming
year, such budget to include a capital contribution or reserve account if necessary for the capital needs of the
Association. The Board shall cause the budget and the proposed total of the annual assessments to be levied
against Lots, Dwellings, or other commercial or business buildings as may be required for the following year to
be delivered to each Owner at least fifteen (15) days prior to such meeting. Upon the addition of Additional
Property or any portion thereof to the Development, any Lots and Dwellings being added there from to the
Development shall thenceforth pay assessments which are equal to those imposed upon Lots and Dwellings
previously in the Development. In such event, the Association’s budget shall be accordingly revised by the
Board, without the necessity of approval by the Owners, to include Common Expenses and assessments related
to such additional Lots and Dwellings. The budget and the annual assessments shall become effective unless
disapproved at the annual meeting by either (i) Declarant, for so long as Declarant has the authority to appoint
and remove directors and officers of the Association, and (ii) a vote of a majority of the votes of the Owners
who are voting in person or by proxy at such meeting. Notwithstanding the foregoing, in the event the proposed
budget is not approved or the Board fails for any reason to determine the budget for the succeeding year, then
and until such time as a budget shall have been determined as provided herein, the budget and annual
assessments in effect for the then current year shall be increased in proportion to the percentage increase, if any,
for the then current year, in the Consumer Price Index (all Urban Consumers, United State City Average, All
Items 1957-59 = 100), or its successor index, or at the option of the Board may be increased up to fifteen
percent (15%) of the maximum authorized payment for the previous year, and such increased budget shall be
implemented for the succeeding year, until a new budget shall have been approved as provided above. If any
budget at any time proves inadequate for any reason, then the Board may call a meeting of the Association for
the approval of a special assessment as provided in Section 9.04 hereof. The Common Expenses to be funded by
the annual assessment may include, but shall not necessarily be limited to, the following:

(1) expenses of administration and management fees, including legal and accounting fees;

(ii) utility charges for utilities serving the Common Areas and charges for other common services for the
Development, including trash collection and security services, if any such services or charges are provided or
paid by the Association;

(iii) the cost of any policies of insurance purchased for the benefit of all the Owners and the Association as
required or permitted by this Declaration, including fire, flood, and other hazard coverage, public liability
coverage, and such other insurance coverage as the Board of Directors determines to be in the interests of the
Association and the Owners;

(iv) the expenses of maintenance, operation, and repair of those portions of the Common Areas which are the
responsibility of the Association under the provisions of this Declaration;

(v) the expenses of the Architectural Review Board;
(vi) ad valorem real and personal property taxes assessed and levied against the Common Areas;

(vii) such other expenses as may be determined from time to time by the Board of Directors of the Association
to be Common Expenses, including, without limitation, taxes and governmental charges not separately assessed
against Lots, Dwellings or Cluster Home Areas;

(viii) the establishment and maintenance of a reasonable reserve fund or funds (A) for maintenance repair, and
replacement of those portions of the Common Areas which are the responsibility of the Association and which
must be maintained, repaired, or replaced on a periodic basis. (B) to cover emergencies and repairs required as a
result of casualties which are not funded by insurance proceeds, and (C) to cover unforeseen operating
contingencies or deficiencies arising from unpaid assessments or liens, as well as from emergency expenditures
and other matters, all as may be authorized from time to time by the Board of Directors;

(ix) the establishment of a pest control program;
(x) common water transportation systems, facilities and equipment; and



(xi) for such further items that the Board may, in its discretion, deem necessary.

9.04 Special Assessments. In addition to the annual assessments authorized above, the Association, acting
through its Board of Directors, may levy, in any assessment year, special assessments for Common Expenses,
applicable to that year only, provided that except as otherwise permitted in Sections 6.02 and 7.01 hereof, any
such assessment shall be approved by (i) Declarant, for so long as Declarant owns any Lot or Dwelling
primarily for the purpose of sale or has the option to add Additional Property or any portion thereof to the
Development, and (ii) by a majority of the votes of the Owners who are voting in person or by proxy at a
meeting duly called for this purpose in accordance with the provisions of Section 9.06 hereof. The Board of
Directors may make such special assessments payable in installments over a period which may in the Board’s
discretion, extend in excess of the fiscal year in which adopted. Such special assessments are to be allocated
among the Lots and Dwellings on the same basis as annual assessments.

9.05 Individual Assessments. Any expenses of the Association occasioned by the conduct of less than all of
the Owners or by the family, tenants, agents, guests, or invitees of any Owner shall be specially assessed against
such Owners and their respective Lots or Dwellings. The individual assessments provided for in this Section
9.05 shall be levied by the Board of Directors and the amount and due date of such assessments so levied by the
Board shall be as specified by the Board.

9.06 Notice of Meeting and Quorum. Written notice of the annual meeting of the Association as well as any
other meeting called for the Purpose of taking any action authorized under Sections 9.03 and 9.04 hereof, shall
be sent to all members not less than fifteen (15) days nor more than forty-five (45) days in advance of such
meetings. With respect to annual meetings, the presence of members or proxies entitled to cast over fifty
percent (50%) of all the votes of the Association shall constitute a quorum. If the required quorum is not
present, another meeting may be called subject to the same notice requirement, and the required quorum at the
subsequent meeting shall be the presence in person or by proxy of members having one-third (1/3) of the total
votes of the Association. No such subsequent meeting shall be held more than sixty (60) days following the
preceding meeting.

9.07 Liens. All sums assessed against any Lot or Dwelling pursuant to this Declaration, together with court
costs, reasonable attorney’s fees, late charges, and interest as provided herein, shall be secured by an equitable
charge and continuing lien on such Lot or Dwelling in favor of the Association. Such liens shall be superior to
all other liens and encumbrances on such Lot or Dwelling except only for (i) liens of ad valorem taxes, and (ii)
liens for all sums unpaid on a first priority institutional Mortgage or on any Mortgage to Declarant, or its
affiliates, successors, or assigns, and all amounts advanced pursuant to any such Mortgage and secured thereby
in accordance with the terms of such instrument. Notwithstanding the foregoing to the contrary, the
subordination of assessments to the lien of such Mortgages shall only apply to such assessments which have
become due and payable prior to a foreclosure. All other persons acquiring liens or encumbrances on any Lot or
Dwelling after this Declaration shall have been recorded shall be deemed to consent that such liens or
encumbrances shall be inferior to such future liens, or assessments as provided herein, whether or not such prior
consent shall be specifically set forth in the instruments creating such liens or encumbrances.

9.08 Effect of Nonpayment; Remedies of the Association. Any assessments of any Owner or any portions
thereof which are not paid when due shall be delinquent. Any assessment delinquent for a period more than ten
(10) days after the date when due shall incur a late charge in an amount as may be determined by the Board
from time to time and shall also commence to accrue simple interest at a rate of eighteen percent (18%) per
annum. A lien and equitable charge as herein provided for each assessment shall attach simultaneously as the
same shall become due and payable, and if an assessment has not been paid within thirty (30) days, the entire
unpaid balance of the assessment may be accelerated at the option of the Board and be declared due and payable
in full. The continuing lien and equitable charge of such assessment shall include the late charge established by
the Board of Directors, interest on the principal amount due at the rate of eighteen percent (18%) per annum, all
costs of collection (including reasonable attorneys’ fees and court costs. and any other amounts provided or
permitted hereunder or by law. In the event that the assessment remains unpaid after sixty (60) from the original



due date, the Association may, as the Board shall determine, institute suit to collect such amounts and to
foreclose its lien. The equitable charge and lien provided for in this Article shall be in favor of the Association,
and each owner, by his acceptance of a deed or other conveyance to a Lot or Dwelling, vests in the Association
and its agents the right and power to bring all actions against him personally for the collection of such
assessments as a debt and/or to foreclose the aforesaid lien in the same manner as other liens for the
improvement of real property. The Association shall have the power to bid on the Lot or Dwelling at any
foreclosure sale and to acquire, hold, lease, mortgage, and convey the same. No Owner may waive or otherwise
escape liability for the assessments provided for herein, including by way of illustration but not limitation, non-
use of the Common Areas or abandonment of his Lot or Dwelling, and an Owner shall remain personally liable
for assessments, interest, and late charges which accrue prior to a sale, transfer, or other conveyance of his Lot
or Dwelling.

9.09 Certificate. The Treasurer, any Assistant Treasurer, or the manager of the Association shall, within ten
(10) days of a written request and upon payment of such fee as is from time to time determined by the Board of
Directors, furnish to any Owner or such Owner’s Mortgagee which requests the same, a certificate in writing
signed by said Treasurer, Assistant Treasurer, or manager setting forth whether the assessments for which such
Owner is responsible have been paid, and, if not paid, the outstanding amount due and owing, together with all
fines, accrued interest, and other penalty charges. Such certificate shall be conclusive evidence against all but
such Owner of payment of any assessments stated therein to have been paid.

9.10 Date of Commencement of Annual Assessments. The annual assessments provided for herein shall
commence as to each Lot and Dwelling on January 1, 1988, and shall be due and payable in such manner and
on such schedule as the Board of Directors may provide. Annual assessments and any outstanding special
assessments shall be adjusted for such Lot or Dwelling according to the number of months then remaining in the
then fiscal year of the Association and the number of days then remaining in the month in which such Lot or
Dwelling is first conveyed. Annual and special assessments for Lots and Dwellings in portions of Additional
Property hereafter submitted to the terms of this Declaration shall commence with respect to each such Lot and
Dwelling on the later of (i) the day on which such Lot or Dwelling is conveyed to a person other than Declarant
or (i) the day of the recording of the amendment to the Declaration so submitting such parcels, and annual and
special assessments for each such Lot and Dwelling shall be adjusted according to the number of months then
remaining in the fiscal year of the Association and the number of days then remaining in the month in which
such assessments commence. Anything contained herein to the contrary notwithstanding, Declarant shall not be
responsible for the payment of annual or special assessments on Lots, Dwellings, or Cluster Home Areas which
it or its affiliates own and which do not contain occupied residences, provided that Declarant covenants and
agrees to pay annual and special assessments for each Lot and Dwelling owned by Declarant or an affiliate and
containing occupied residences. Furthermore, Declarant may fund any deficit which may exist between
assessments and the annual budget of the Association, provided, however, that the budget, assessments, and
deficit, if any, shall be annually reviewed by Declarant, and the Board of Directors, and during such period
Declarant’s obligation for funding deficits shall only be up to the amount of the Association’s budget.

ARTICLE X
ARCHITECTURAL STANDARDS AND USE RESTRICTIONS

10.01 Purpose. In order to preserve the natural setting and beauty of the Development, to establish and preserve
a harmonious and aesthetically pleasing design for the Development, and to protect and promote the value of
the Development, the Lots, Dwellings, Cluster Home Areas, and all improvements located therein or thereon
shall be subject to the restrictions set forth in this Article X. Every grantee of any interest in the Development,
by acceptance of a deed or other conveyance of such interest, agrees to be bound by the provisions of this
Article X.

10.02 Architectural Review Board. The Board of Directors shall establish the Architectural Review Board
which shall consist of up to five (5) (but not less than three (3)) members. The regular term of office for each
member shall be one year, coinciding with the fiscal year of the Association. Any member appointed to the



Board may be removed with or without cause by the Board at any time by written notice to such appointee, and
a successor or successors appointed to fill such vacancy shall serve the remainder of the term of the former
member. The Architectural Review Board shall elect a chairman and he, or in his absence, the vice chairman,
shall be the presiding officer at its meetings. The Architectural Review Board may, in its sole discretion, charge
a processing fee for the review and approval of all plans submitted thereto. Such fee shall be due and payable
upon submission of plans for approval. The Architectural Review Board shall meet at least once in each
calendar month, if necessary, as well as upon call of the chairman, and all meetings shall be held at such places
as may be designated by the chairman. Three (3) members shall constitute a quorum for the transaction of
business, and the affirmative vote of a majority of those present in person or a proxy at a meeting of the
Architectural Review Board shall constitute the action of the Architectural Review Board on any matter before
it. The Architectural Review Board is authorized to retain the services of consulting architects, landscape
architects, urban designers, engineers, inspectors, and/or attorneys in order to advise and assist the Architectural
Review Board in performing its functions set forth herein. Each member of the Architectural Review Board
may be paid a stipend or honorarium as from time to time determined by the Board.

10.03 Permitted Improvements. No improvements of any nature whatsoever shall be constructed, altered,
added to, or maintained upon any part of the Development, except (i) for Dwellings and other improvements
which are constructed by Declarant, (ii) such improvements as are approved by the Architectural Review Board
in accordance with this Article X, or (iii) improvements which pursuant to this Article X do not require the
consent of the Architectural Review Board.

10.04 Construction of Improvements.

(@) All buildings, structures, or other improvements on or with respect to any Lot, Dwelling or Cluster Home
Area shall be located only within the setback lines specified in the Architectural Review Board Guidelines,
provided that the Architectural Review Board shall be empowered to grant variances with respect to such set-
back lines. To assure that Dwellings and other structures will be located so that the maximum view, privacy and
breeze will be available to each Dwelling or structure. Dwellings and structures will be located with regard to
the topography of each Lot, Dwelling, and Cluster Home Area taking into consideration the location of trees
and vegetation and other aesthetic and environmental considerations, as well as the precise site and location of
any other Dwellings or structures within the Development.

(b) The Architectural Review Board, in its sole discretion, may require that any contractor and/or subcontractor,
exclusive of those of Declarant, for any planned improvements within the Development post payment and/or
performance bonds with the Architectural Review Board to assure that such contractor or sub-contractor shall
satisfactorily complete such improvements, such bonds to be in the name of the Association and to be in a form
and amount satisfactory to the Architectural Review Board. Furthermore, the Architectural Review Board, in its
sole discretion, may require that an Owner place in escrow with the Architectural Review Board a sum of no
more than FIVE THOUSAND AND NO/100 DOLLARS ($5,000) in order to assure the completion of all
improvements, including landscaping, in accordance with approved plans and specifications, within the time
periods provided in this Section 10.04 and in Section 10.06 hereof. The exterior of any improvements permitted
by this Declaration shall be completed within one (1) year after the construction of same shall have been
commenced except where the Architectural Review Board allows for an extension or time because such
completion with such time is impossible or would result in great hardship to the Owner or builder thereof due to
strikes, national emergencies, fires, floods, lightning, earthquakes, or other casualties. In the event that such
improvements or landscaping are not completed in accordance with approved plans and specifications within
the provided periods, the Architectural Review Board shall be entitled to collect on or enforce any payment or
performance bonds required hereunder so as to ensure the proper completion of any such improvements.
Furthermore, the Architectural Review Board shall be entitled to retain any sums so held in escrow as a penalty
for such failure to complete, and such sums shall be remitted to and shall be the property of the Association.
Any such sums so held in such escrow shall, at the discretion of the Architectural Review Board, be invested so
as to earn interest, and any interest earned thereon shall be paid to the Owner making such escrow deposit, if his
escrow deposit is refunded, or, if remitted to the Association, shall be the property of the Association.



(c) Dwellings may not be temporarily or permanently occupied until the exteriors thereof have been completed
and a Certificate of Occupancy has been obtained. No temporary house, shack, tent, barn, or other temporary
outbuilding shall be permitted on any Lot, Dwelling, or within any Cluster Home Area at any time, except as
provided herein and except for temporary structures for social functions as may be permitted by rules and
regulations promulgated by the Board. During the continuance of construction by an Owner or a Cluster Home
Association, such Owner of Cluster Home Association shall require its contractors to maintain the Lot,
Dwelling, or Cluster Home Area in a reasonably clean and uncluttered condition and, to the extent possible, all
construction trash and debris shall be kept within refuse containers. Upon completion of construction, such
Owner or Cluster Home Association, as the case may be shall cause its contractors to immediately remove all
equipments, tools, and construction material and debris from the Lot, Dwelling, or Cluster Home Area on which
such construction has been completed.

10.05 Architectural Approval. To preserve the architectural and aesthetic appearance of the Development, no
construction of improvements of any nature whatsoever shall be commenced or maintained by any Owner or
Cluster Home Association, other than Declarant, with respect to the construction or exterior of any Dwelling or
with respect to any other portion of the Development, including, but not limited to, the construction or
installation of sidewalks, driveways, parking lots, mail boxes, decks, patios, courtyards, swimming pools, tennis
courts, greenhouses, playhouses, awnings, walls, fences, docks, wharves, bulkheads, exterior lights, garages,
guest or servants’ quarters, or other outbuildings, nor shall any exterior addition to or change or alteration
therein be made (including, without limitation, painting or staining of any exterior surface), unless and until two
(2) copies of the plans and specifications and related data (including, if required by the Architectural Review
Board, a survey showing the location of trees of four (4) inches in diameter at a height of four (4) feet and other
significant vegetation on such Lot, Dwelling, or Cluster Home Area) showing the nature, color. type, shape,
height, materials, and location of the same shall have been submitted to and approved in writing as to the
harmony of external design, location, and appearance in relation to surrounding structures, vegetation and
topography by the Architectural Review Board. One copy of such plans, specifications, and related data so
submitted shall be retained in the records of the Architectural Review Board, and the other copy shall be
returned to the Owner or Cluster Home Association marked “approved” or “disapproved.” The Architectural
Review Board shall establish a fee sufficient to cover the expense of reviewing plans and related data and to
compensate any consulting architects, landscape architects, urban designers, engineers, inspectors, and/or
attorneys retained in accordance with the terms hereof. The fee initially established for such review shall be
ONE HUNDRED AND NO/100 DOLLARS ($100.00) for submission and the Architectural Review Board
shall have the right to increase this amount from time to time. Notwithstanding the foregoing, an Owner may
make interior improvements and alterations within his Dwelling and a Cluster Home Association may make
interior improvements or alterations within any building or structures which it owns or maintains, without the
necessity of approval or review by the Architectural Review Board. The Architectural Review Board shall have
the sole discretion to determine whether plans and specifications submitted for approval are acceptable to the
Association. In connection with approval rights and to prevent excessive drainage or surface water run-off, the
Architectural Review Board shall have the right to establish a maximum percentage of a Lot, Dwelling, or
Cluster Home Area which may be covered by Dwellings, buildings, structures, or other improvements, which
standards shall be promulgated on the basis of topography, percolation rate of the soil, soil types and conditions,
vegetation cover, and other environmental factors. Following approval of any plans and specifications by the
Architectural Review Board, representatives or agents of the Architectural Review Board shall have the right
during reasonable hours to enter upon and inspect any Lot, Dwelling, Cluster Home Area, or other
improvements with respect to which construction is underway to determine whether or not the plans and
specifications therefore have been approved and are being complied with. In the event the Architectural Review
Board shall determine that such plans and specifications have not been approved or are not being complied
with, the Architectural Review Board shall be entitled to enjoin further construction and to require the removal
or correction of any work in place which does not comply with approved plans and specifications. In the event
the Architectural Review Board fails to approve or disapprove in writing any proposed plans and specifications
within forty-five (45) days after such plans and specifications shall have been submitted, such plans and
specifications will be deemed to have been expressly approved. Upon approval of plans and specifications, no



further approval under this Article X shall be required with respect thereto, unless such construction has not
substantially commenced within six (6) months of the approval of such plans and specifications (e.g., clearing
and grading, pouring of footings, etc.) unless such plans and specifications are materially altered or changed.
Refusal of approval of plans and specifications may be based by the Architectural Review Board upon any
grounds which is consistent with the objects and purposes of this Declaration, including purely aesthetic
considerations, so long as such grounds are not arbitrary or capricious.

10.06 Landscaping Approval and Lien for Maintenance Services. To preserve the aesthetic appearance of
the Development, no landscaping, grading, excavation, or filling of any nature whatsoever shall be implemented
and installed by any Owner or Cluster Home Association, other than Declarant, unless and until the plans
therefore have been submitted to and approved in writing by Architectural Review Board. The provisions of
Section 10.05 hereof regarding time for approval of plans, right to inspect, right to enjoin and/or require
removal, etc., shall also be applicable to any proposed landscaping, clearing, grading, excavation, or filling. In
addition to the provisions of Section 10.22 hereof, the landscaping plan for any Lots, Dwellings, or Cluster
Home Area adjacent to golf courses within the Common Areas shall be in general conformity with the overall
landscaping plan of such golf course. The Owner of each Fairway Lot or Dwelling shall maintain the
landscaping in the Common Area be his property and the Fairway, if any.

No Owner or Cluster Home Association, other than Declarant, shall be entitled to cut, remove, or mutilate any
trees, shrubs, bushes, or other vegetation having a trunk diameter of four (4) inches or more at a point of four
(4) feet above ground level, without obtaining the prior approval of the Architectural Review Board, provided
that dead or diseased trees which are inspected and certified as dead or diseased by the Architectural Review
Board or its representatives, as well as other dead or diseased shrubs, bushes, or other vegetation, shall be cut
and removed promptly from any Lot, Dwelling, or Cluster Home Area by the Owner of such Lot or Dwelling or
the Cluster Home Association for such Cluster Home Area, as the case may be. All of the landscaping of Lots
and Dwellings must be completed within ninety (90) days of issue of certificate of occupancy. In the event such
landscaping is not completed at the expiration of such ninety (90) day period, the Association may contract with
a landscape firm to have the Owner’s landscape plan, as approved by the Architectural Review Board,
completed and invoice the Owner for such work. In the event the Owner does not pay said invoice within forty-
five (45) days from Owner’s receipt thereof, Declarant or the Association shall have a lien against the Owner’s
Property, which may be foreclosed to ensure payment for the work performed.

All landscaping shall be maintained by the Owner to the level equal to or greater than the landscape plan
originally approved by the Architectural Review Board. Such maintenance shall include watering, weeding,
using herbicides, removing dead branches, mowing grass and replenishing mulches (pine straw, bark, etc.) to
maintain a neat appearance.

10.07 Approval Not a Guarantee. No approval of plans and specifications and no publication of architectural
standards shall be construed as representing or implying that such plans, specifications, or standards will, if
followed, result in properly designed improvements. Such approvals and standards shall in no event be
construed as representing or guaranteeing that any Dwelling or other improvement built in accordance therewith
will be designed and/or built in a good and workmanlike manner. Neither Declarant, the Association, nor the
Architectural Review Board shall be responsible or liable for any defects in any plans or specifications
submitted, revised, or approved pursuant to the terms of this Article X, nor any defects in construction
undertaken pursuant to such plans and specifications.

10.08 Use of Lots and Dwellings. Except as permitted herein, each Lot and Dwelling subject to this
Declaration shall be used for residential purposes only, and no trade or business of any kind may be carried on
therein. The use of a portion of a Dwelling as an office by an Owner or his tenant shall not be considered to be a
violation of this covenant if such use does not create regular customer, client or employee traffic, provided that
in no event shall any Lot or Dwelling be used as the office of or storage area for any building contractor.

10.09 Signs. Except as may be required by legal proceedings, no signs or advertising posters of any kind shall
be maintained or permitted within any windows or on the exterior of any improvements, trees, or utility
structures located within the development, without the express written permission of the Architectural Review



Board. The approval of any signs and posters, including, without limitation, name and address signs, shall be
upon such conditions as may be from time to time determined by the Architectural Review Board and may be
arbitrarily withheld.

Notwithstanding the foregoing, the restrictions of this Section 10.09 shall not apply to Declarant. In addition,
the Board of Directors, on behalf of the Association, shall have the right to erect reasonable and appropriate
signs on any portion of the Common Areas and within those easement areas established in Section 3.07 hereof.

10.10 Antennas. No radio or television signal nor any electro-magnetic radiation is permitted to originate from
any lot which may interfere with the reception of any television or radio signal within the Development.

10.11 Water Wells and Septic Tanks. Subject to the terms hereof, no private water wells for potable water
may be drilled or maintained on any Lot, Dwelling or Cluster Home Area so long as Declarant or an affiliate, or
the Association, a public service district, any governmental unit, or any public or private utility shall have
installed a water distribution line within one hundred feet (100”) of such Lot, Dwelling or Cluster Home Area
with average daily water pressure in such line adequate for the normal household use of those Dwellings served
by such distribution line. With the written approval of the Architectural Review Board, with the consent of the
Declarant and the utility company serving the Development, so long as Declarant owns a Lot or Dwelling
primarily for the purpose of sale or has the option to add Additional Property to the Development, private wells
may be drilled and maintained on a Lot, Dwelling or Cluster Home area for heating and air conditioning.
Furthermore, no permanent septic tanks or similar sewage facilities may be installed or maintained on any Lot,
Dwelling, or Cluster Home Area, except as provided in Section 3.13 hereof, unless there is satisfactory soil
percolation and Declarant or an affiliate, the Association, a public service district, any governmental unit, or any
public or private utility shall not have installed a sanitary sewer line within one hundred feet (100°) of such Lot,
Dwelling, or Cluster Home Area, which line is connected to adequate sewerage treatment facilities.
Architectural Review Board, with the consent of Declarant, the utility company serving the Development, and
the South Carolina Department of Health and Environmental Control (DHEC) may approve the temporary use
of septic tanks or similar sewage facilities, with the understanding that this use may be revoked by the
Architectural Review Board and Declarant upon thirty (30) days written notice and said septic tank(s) and/or
facilities must be removed and/or disconnected.

10.12 Pets. With the exception of Declarant and The Melrose Club, no animals, livestock, birds, or poultry of
any kind shall be raised, bred, or kept by any Owner, his family, tenants or guests, upon any portion of the
Development other than those certain designated Lots upon which horses may be kept, with the permission of
Declarant and The Melrose Club, provided that a reasonable number of generally recognized house pets may be
kept in Dwellings, subject to rules and regulations adopted by the Association, through its Board of Directors,
and further Provided that such pet or pets are kept or maintained solely as domestic pets and not for any
commercial purpose. No pet shall be allowed to make an unreasonable amount of noise or to become a
nuisance. No structure for the care, housing, or confinement of any pet shall be constructed or maintained on
any part of the Common Areas. Pets shall be under control at all times when walked or exercised in any portion
of the Common Areas or on Property not owned by pet owner, and no pet shall be permitted to leave its
excrement on any portion of the Common Areas, and the Owner of such pet shall immediately remove the
same. Upon the written request of any two (2) Owners the Board of Directors may conclusively determine, in its
sole and absolute discretion, whether, for purpose of this Section 10.12 a particular pet is a generally recognized
house pet or such pet is a nuisance, and the Board shall have the right to require the owner of a particular pet to
remove such pet from the Development if such pet s found to be a nuisance or to be in violation of these
restrictions. The Board of Directors shall have the further right, subject to Section 11.02 hereof, to fine any
Owner (in an amount not to exceed FIFTY AND NO/100 DOLLARS ($50.00) per violation) for the violation of
these pet restrictions by such Owner, his family tenants or guests, and an Owner shall be liable to the
Association for the cost or repair of any damage to the Common Areas caused by the pet of such Owner, his
family, tenants, or guests, or of an occupant of such Owner’s Lot or Dwelling. Any such fine or cost of repair
shall be added to and become a part of the portion of any assessment next coming due to which such Lot or
Dwelling and its Owner are subject.



10.13 Hunting and Fishing. No hunting will be allowed in the Development. Fishing will be allowed in the
Development in areas from time to time designated by Declarant, the Board of Directors, or The Melrose Club.

10. 14 Limitations as to Use of Bodies of Water. The lagoons, lakes, ponds and other bodies of water within
the Development are intended for the use and enjoyment of the Declarant, the Association, and The Melrose
Club, their guests and invitees and the enhancement of the Development. To provide for the full enjoyment of
the aforesaid water courses and bodies of water and to preserve water quality and to minimize erosion due to
water turbulence, no boats and no combustion type engines shall be operated in said water courses or bodies of
water within the Development without the written consent of The Melrose Club Board of Governors.

10.15 Nuisances. No rubbish or debris of any kind shall be dumped, placed, or permitted to accumulate upon
any portion of the Development, nor shall any nuisance or odors be permitted to exist or operate upon or arise
from the Development, so as to render any portion thereof unsanitary, unsightly, offensive, or detrimental to
persons using or occupying any other portions of the Development. Noxious or offensive activities shall not be
carried on in any Lot, Dwelling, or Cluster Home Area or in any part of the Common Areas, and each Owner,
his family, tenants, guests, invitees, servants, and agents shall refrain from any act or use of a Lot, Dwelling or
Cluster Home Area or of the Common Area which could cause disorderly, unsightly, or unkempt conditions, or
which could cause embarrassment, discomfort, annoyance, or nuisance to the occupants of other portions of the
Development or which could result in a cancellation of any insurance for any portion of the Development, or
which would be in violation of any law or governmental code or regulation. Without limiting the generality of
the foregoing provisions, no exterior speaker, horns, whistles, bells, or other sound and security devices, except
fire alarm devices used exclusively for such purposes, shall be located, used or placed within the Development.
Any Owner, or his family, tenants, guests, invitees, servants, or agents, who dumps or places any trash or debris
upon any portion of the Development shall be liable to the Association for the actual costs of removal thereof or
the sum or ONE HUNDRED AND NO/100 DOLLARS ($100.00), whichever is greater, and such sum shall be
added to and become a part of that portion of any assessment next becoming due to which such Owner and his
Lot or Dwelling are subject.

10.16 Golf Course Areas. Owners of Lots and Dwellings adjacent to all golf course fairways and greens, as
well as their families, tenants, guests, invitees and pets, shall be obligated to refrain from any actions which
would detract from the playing qualities of the golf courses. Such prohibited activities shall include, but not be
limited to, maintenance of dogs or other pets under conditions which interfere with golf course play due to their
loud barking or other actions, running or walking on the fairways, picking up balls, or like interference with
play.

10.17 Motor Vehicles, Trailers, Boats, Etc. Each Owner or Cluster Home Association shall provide for
parking of their vehicles off streets and roads within the Development after the issuance of a certificate of
occupancy for the Dwellings. Subject to the terms of this Section 10.17, there shall be no outside storage or
parking upon any Lot, Dwelling, or Cluster Home Area or within any portion of the Common Areas (other than
areas provided therefore within the Common Areas, if any) of any mobile home, trailer (either with or without
wheels), motor home, tractor, commercial vehicles of any type, camper, motorized camper or trailer, boat or
other water craft, boat trailer, or motorcycle. Furthermore, the Board of Directors may at any time prohibit or
write specific restrictions for mobile homes, motor homes, campers, trailers of any kind, motorcycles,
motorized bicycles, motorized go-carts, all terrain vehicles (ATVs), and other vehicles, or any of them, from
entering and/or being kept, placed, stored, maintained, or operated upon any portion of the Development if in
the opinion of the Board of Directors such prohibition or restriction shall be in the best interests of the
Development. It is the intention of Declarant that the Board of Directors and/or the Melrose Club Board
of Governors shall restrict the type and number of vehicles allowed within the Development. Such
policies may change from time to time with changing technology. The purpose of vehicle restrictions is to
minimize the impact of vehicles on the natural environment and unpaved roads. No Owners or other
occupants of any portion of the Development shall repair or restore any vehicle of any kind upon or within any
Lot, Dwelling, or Cluster Home Area or within any portion or the Common Areas, except (i) within enclosed
garages or workshops or (ii) for emergency repairs, and then only to the extent necessary to enable the
movement thereof to a proper repair facility.



10.18 Sales and Construction Activities. Notwithstanding any provisions or restrictions contained in this
Declaration to the contrary, it shall be expressly permissible for Declarant and its agents, employees,
successors, and assigns to maintain and carry, on such facilities and activities as may be reasonably required,
convenient, or incidental to the completion, improvement, and sale of Lots and/or Dwellings or the developing
of Lots, Dwellings, Cluster Home Areas, Common Areas, and Additional Property, including without limitation
the installation and operation of sales and construction trailers and offices, signs and model Dwellings, provided
that the location of any construction trailers of any assignees of Declarant’s rights under this Section 10.18 shall
be subject to Declarant’s approval. The right to maintain and carry on such facilities and activities shall include
specifically the right to use Dwellings as model residences, and to use any Dwelling as an office for the sale of
Lots and/or Dwellings and for related activities.

10.19 Repurchase Option. Subject to the provisions of Section 12.06 hereof, Declarant hereby reserves unto
itself and its successors and assigns the right and option to purchase any Lot or Dwelling within the
Development which is offered for sale by the Owner thereof, such option to be at the price and on the terms and
conditions of any bona fide offer for such Lot or Dwelling which is acceptable to such Owner and which is
made in writing to such Owner by a third party. Upon the receipt of any such offer by an Owner, such Owner
shall promptly submit a copy of the same to Declarant, and Declarant shall have a period of fifteen (15) days
from and after the presentation of such offer to Declarant in which to exercise its purchase option (First Option)
by giving such Owner written notice of such exercise. If Declarant fails to respond or to exercise such purchase
option within said fifteen (15) day period, Owner shall, thereafter notify the Melrose Club Owners Association,
Inc. in the same manner. The Melrose Club Owners Association, Inc., shall likewise have fifteen (15) days
from receipt of said notice within which to notify Owner of its intention to exercise its option (Second Option).
Should Declarant first fail or refuse to exercise its First Option set forth herein, and second, should the Melrose
Club Owners Association. Inc., fail or refuse to exercise its Second Option as set forth herein, then Owner shall
have the right to sell the Property subject to all covenants, restrictions, limitations, and affirmative obligations
of record. Upon the exercise of either the First or Second Option to repurchase hereunder, the sale/purchase of
the Property shall take place within fifteen (15) days following the date of the notice to Owner that either option
is being exercised. If Declarant and the Melrose Club Owners Association, Inc., decline to exercise such
options, Declarant and the Melrose Club Owners Association, Inc., shall execute an instrument evidencing its
waiver of its, repurchase option, which instrument shall be in recordable form. In the event that Declarant and
the Melrose Club Owners Association, Inc., do not exercise their purchase options and such sale to a third party
is not consummated on such terms within six (6) months of the date in which the offer is transmitted to
Declarant and the Melrose Club Owners Association, Inc., the terms and limitations of this Section 10.19 shall
again be imposed upon any sale by such Owner.

ARTICLE XI
RULE MAKING

11.01 Rules and Regulations. Subject to the provisions hereof, the Board of Directors may establish reasonable
rules and regulations concerning the use of Lots, Dwellings, Cluster Home Areas, and the Common Avreas,
including roads, and facilities located thereon. Copies of such rules and regulations and amendments thereto
shall be furnished by the Association to all Owners prior to the effective date of such rules and regulations and
amendments thereto. Such rules and regulations shall be binding upon the Owners, their families, tenants,
guests, invitees, servants and agents, until and unless any such rule or regulation be specifically overruled,
cancelled, or modified by the Board of Directors, or in a regular or special meeting of the Association by the
vote of the Owners, in person or by proxy, holding a majority of the total votes in the Association, provided that
in the event of such vote, such action must also be approved by Declarant, for so long as Declarant owns any
Lot or Dwelling primarily for the purpose of sale or has the option to add Additional Property or any portion
thereof to the Development.

11.02 Authority and Enforcement. Subject to the provisions of Section 11.03 hereof, upon the violation of this
Declaration, the By-Laws, or any rules and regulations duly adopted hereunder, including, without limitation,
the failure to timely pay any assessments, the Board shall have the power (i) to impose reasonable monetary



fines which shall constitute an equitable charge and a continuing lien upon the Lot or Dwelling, the Owners,
occupants, or guests of which are guilty of such violation, (ii) to suspend an Owner’s right to vote in the
Association, or (iii) to suspend an Owner’s right to use common area and common facilities (and the right of
such Owner’s family, guests, and tenants and of the co-Owners of such Owner and their respective families,
guests, and tenants), and the Board shall have the power to impose all or any combination of these sanctions. An
Owner shall be subject to the foregoing sanctions in the event of such a violation by such Owner, his family,
guests, or tenants or by his co-Owner or the family, guests, or tenants of his co-Owners. Any such suspension of
rights may be for the duration of the infraction and for any additional period thereafter, not to exceed thirty (30)
days.

11.03 Procedure. Except with respect to the failure to pay assessments, the Board shall not impose a fine,
suspend voting rights, or infringe upon or suspend any other rights of an Owner or other occupant of the
Development for violations of the Declaration, the By-Laws, or any rules and regulations of the Association,
unless and until the following procedure is followed:

(a) Written demand to cease and desist from an alleged violation shall be served upon the Owner responsible for
such violation specifying:

(i) The alleged violation;
(i) The action required to abate the violation; and

(iii) A time period of not less than ten (10) days during which the violation may be abated without further
sanction, if such violation is a continuing one, or if the violation is not a continuing one, a statement that any
further violation of the same provision of this Declaration, the By-Laws, or of the rules and regulations of the
Association may result in the imposition of sanctions after notice and hearing.

(b) Within twelve (12) months of such demand, if the violation continues past the period allowed in the demand
for abatement without penalty, or if the same violation subsequently occurs, the Board may serve such Owner
with written notice of a hearing to be held by the Board in executive session. The notice shall contain:

(i) The nature of the alleged violation;

(ii) The time and place of the hearing, which time shall be not less than ten (10) days from the giving of the
notice;

(iii) An invitation to attend the hearing and produce any statement, evidence, and witnesses on his behalf; and
(iv) The proposed sanction to be imposed.

(c) The hearing shall be held in executive session of the Board of Directors pursuant to the notice and shall
afford the alleged violator a reasonable opportunity to be heard. Prior to the effectiveness of any sanction
hereunder, proof of notice and the invitation to be heard shall be placed in the minutes of the meeting. Such
proof shall be deemed adequate if a copy of the notice together with a statement of the date and manner of
delivery is entered by the officer, director, or other individual who delivered such notice. The notice
requirement shall be deemed satisfied if an alleged violator appears at the meeting. The minutes of the meeting
shall contain a written statement of the results of the hearing and the sanction imposed, if any.

ARTICLE XII
GENERAL PROVISIONS

12.01 Control by Declarant. NOTWITHSTANDING ANY OTHER LANGUAGE OR PROVISION TO THE
CONTRARY IN THIS DECLARATION, IN THE ARTICLES OF INCORPORATION, OR IN THE BY-
LAWS OF THE ASSOCIATION. Declarant hereby retains the right to appoint and remove any member or
members of the Board of Directors of the Association and any officer or officers of the Association as provided
by and for the term set forth in Section 8.01 hereof. Every grantee of any interest in the Development, by
acceptance of a deed or other conveyance of such interest, agrees that Declarant shall have the authority to



appoint and remove directors and officers of the Association in accordance with the foregoing provisions of this
Section 12.01 and the provisions of Section 8.01. Upon the expiration of the period of Declarant’s right to
appoint and remove directors and officers of the Association pursuant to the provisions of Section 8.01 and this
Section 12.01, such right shall pass to the Owners, including Declarant if Declarant then owns one or more Lots
or Dwellings, and a special meeting of the Association shall be called within a reasonable time thereafter. At
such special meeting Owners shall elect a new Board of Directors which shall undertake the responsibilities of
the Board of Directors, and Declarant shall deliver all books, accounts, and records, if any, which Declarant has
kept on behalf of the Association and any agreements or contracts executed by or on behalf of the Association
during such period and which Declarant has in its possession.

12.02 Amendments by Declarant. During any period in which Declarant retains the right to appoint and
remove any directors and officers of the Association, Declarant may amend this Declaration by an instrument in
writing filed and recorded in the Records of the Office of the Register of Mesne Conveyance for Beaufort
Counts South Carolina, without the approval of any Owner or Mortgagee; provided, however, that, with the
exception of the addition of any portion of Additional Property to the terms of this Declaration, (i) in the event
that such amendment materially alters or changes any Owner’s right to the use and enjoyment of his Lot,
Dwelling, Cluster Home Area, or the Common Areas as set forth in this Declaration or adversely affects the title
to any Lot, Dwelling, or Cluster Home Area, such amendment shall be valid only upon the written consent
thereto by a majority in number of the then existing Owners affected thereby, or (ii) in the event that such
amendment would materially and adversely affect the security title and interest of any Mortgagee, such
amendment shall be valid only upon the written consent thereto of all such Mortgagees so affected.
Notwithstanding the foregoing to the contrary, the expiration or termination of the right of Declarant to appoint
and remove any directors and officers of the Association shall not terminate Declarant’s right to amend the
Declaration for the purpose of submitting Additional Property to the provisions of this Declaration as provided
in Section 2.02 hereof. Any amendment made pursuant to this Section 12.02 shall be certified by Declarant as
having been duly approved by Declarant, and by such Owners and Mortgagees if required, and shall be
effective only upon recordation or at such later date as shall be specified in the amendment itself. Each Owner,
by acceptance of a deed or other conveyance to a Lot or Dwelling, agrees to be bound by such amendments as
are permitted by this Section 12.02 and further agrees that, if requested to do so by Declarant, such Owner will
consent to the amendment of this Declaration or any other instruments relating to the Development (A) if such
amendment is necessary to bring any provision hereof or thereof into compliance or conformity with the
provisions of any applicable governmental statute, rule, or regulation or any judicial determination which shall
be in conflict therewith, (B) if such amendment is necessary to enable any reputable title insurance company to
issue title insurance coverage with respect to any Lots, Dwellings, or Cluster Home Areas subject to this
Declaration, (C) if such amendment is required by an institutional or governmental lender or purchaser of
mortgage loans, including, for example, the Federal National Mortgage Association or Federal Home Loan
Mortgage Corporation, to enable such lender or purchaser to make or purchase mortgage loans on any Lot,
Dwelling, or other improvements subject to this Declaration, or (D) if any such amendment is necessary to
enable any governmental agency or reputable private insurance company to insure Mortgages on the Lots,
Dwellings, or other improvements subject to this Declaration.

12.03 Amendments by Association. Amendments to this Declaration, other than those authorized by Section
12.02 hereof, shall be proposed and adopted in the following manner:

() Notice of the subject matter of the proposed amendment shall be included in the notice of the meeting of the
Association at which such proposed amendment is to be considered and shall be delivered to each member of
the Association.

(b) At such meeting, a resolution adopting a proposed amendment may be proposed by either the Board of
Directors or by members of the Association. Such amendment must be approved by Owners holding at least
two-thirds (2/3) of the total votes in the Association, provided, however, (i) that any amendment which
materially and adversely affects the security title and interest of any Mortgagee must be approved by such
Mortgagee, and (ii) during any period in which Declarant owns a Lot or Dwelling primarily for the purpose of



sale or has the option under this Declaration to add Additional Property or any portion thereof to the
Development, such amendment must be approved by Declarant.

(c) The agreement of the required percentage of the Owners and, where required, Declarant and any Mortgagee,
to any amendment of this Declaration shall be evidenced by their execution of such amendment, or, in the
alternative, the sworn statement of the President of the Association attached to or incorporated in the
amendment executed by the Association, which sworn statement shall state unequivocally that the agreement of
the required parties was lawfully obtained. Any such amendment of this Declaration shall become effective only
when recorded or at such later date as may be specified in the amendment itself.

12.04 Enforcement. Each Owner shall comply strictly with the By-Laws and the published roles and
regulations of the Association adopted pursuant to this Declaration, as either of the same may be lawfully
amended from time to time, and with the covenants, conditions, and restrictions set forth in this Declaration and
in the deed or other instrument of conveyance to his Lot or Dwelling, if any. Failure to comply with any of the
same shall be grounds for imposing fines, for suspending voting rights, or for instituting an action to recover
sums due, for damage, and/or for injunctive relief, such actions to be maintainable by Declarant, Board of
Directors on behalf of the Association, or, in a proper case, by an aggrieved owner. Should Declarant or the
Association employ legal counsel to enforce any of the foregoing, all costs incurred in such enforcement,
including court costs and reasonable attorneys’ fees, shall by paid by the violating Owner. Inasmuch as the
enforcement of the provisions of this Declaration, the By-Laws, and the rules and regulations of the Association
are essential for the effectuation of the general plan of development contemplated hereby and for the protection
of present and future Owners, it is hereby declared that any breach thereof may not adequately be compensated
by recovery of damages, and that Declarant, the Association, or any aggrieved Owner, in addition, to all other
remedies, may require and shall be entitled to the remedy of injunction to restrain any such violation or breach
or any threatened violation or breach. No delay, failure, or omission on the part of Declarant, the Association, or
any aggrieved Owner in exercising any right, power, or remedy herein provided shall be construed as an
acquiescence thereto or shall be deemed a waiver of the right to enforce such right, power, or remedy thereafter
as to the same violation or breach, or as to a violation or breach occurring prior or subsequent thereto, and shall
not bar or affect its enforcement. No right of action shall accrue nor shall any action be brought or maintained
by anyone whatsoever against Declarant or the Association for or on account of any failure to bring any action
on account of any violation or breach, or threatened violation or breach, by any person of the provisions of this
Declaration, the By-Laws or any rules and regulations of the Association, however long continued.

12.05 Duration. The provisions of this Declaration shall run with and bind title to the Property, shall be binding
upon and inure to the benefit of all Owners and Mortgagees and their respective heirs, executors, legal
representatives, successors, and assigns, and shall be and remain in effect for a period of thirty (30) years from
and after the date of the recording of this Declaration, provided that rights and easements which are stated
herein to have a longer duration shall have such longer duration. Upon the expiration of said thirty (30) year
period, this Declaration shall be automatically renewed for successive ten (10) year periods. The number of ten
(10) year renewal periods shall be unlimited, with this Declaration being automatically renewed and extended
upon the expiration of each ten (10) year renewal period for an additional ten (10) year period, provided,
however, that there shall be no renewal or extension of this Declaration, if, during the last year of an initial
thirty (30) year period or the last year of any ten (10) year renewal period, seventy-five percent (75%) of the
total votes of the Association are case in favor of terminating this Declaration at the end of the then current
term. In the event that the Association votes to terminate this Declaration, an instrument evidencing such
termination shall be filed of record in the Records of the Register of Mesne Conveyance for Beaufort County,
South Carolina, such instrument to contain a certificate wherein the President of the Association swears that
such termination was duly adopted by the requisite number of votes. Every purchaser or grantee of any interest
in any Property, by acceptance of a deed or other conveyance therefore, thereby agrees that the provisions of
this Declaration shall run with and bind title to the Property hereby.

12.06 Perpetuities. If any of the covenants, conditions, restrictions, or other provisions of this Declaration shall
be void, or voidable for violation of the rule against perpetuities, then such provision shall continue only until



twenty-one (21) years after the death of the last survivor of the now living descendants of Mrs. Rose Kennedy,
mother of U.S. Senator Edward Kennedy.

12.07 Interpretation. In all cases, the provisions set forth or provided for in this Declaration shall be construed
together and given that interpretation or construction which, in the opinion of Declarant or the Board of
Directors will best effect the intent of the general plan of development. The provisions hereof shall be liberally
interpreted as necessary, and they shall be so extended or enlarged by implication as to make them fully
effective. The provisions of this Declaration shall be given full force and effect notwithstanding the existence of
any zoning ordinance or building codes which are less restrictive. The effective date of this Declaration shall be
the date of its filing for record on the Register of Mesne Conveyance for Beaufort County, South Carolina. The
captions of each Article and Section hereof as to the contents of each Article and Section are inserted only for
convenience and are in no way to be used as defining, limiting, extending, or otherwise modifying or adding to
the particular Article or Section to which they refer. This Declaration shall be construed under and in
accordance with the laws of the State of South Carolina.

12.08 Gender and Grammar. The singular wherever used herein shall be construed to mean the plural when
applicable, and the necessary grammatical changes required to make the provisions hereof apply either to
corporations or other entities or to individuals, men or women, shall in all cases be assumed as though in each
case fully expressed.

12.09 Severability. Whenever possible, each provision of this Declaration shall be interpreted in such manner
as to be effective and valid, but if the application of any provision of this Declaration to any person or to any
property shall be prohibited or held invalid, such prohibition or invalidity shall not affect any other provision or
the application of any provision which can be given effect without the invalid provision or application, and to
this end the provisions of this Declaration are declared to be severable.

12.10 Rights of Third Parties. This Declaration shall be recorded for the benefit of Declarant, the Owners, and
their Mortgagees as herein provided, and by such recording, no adjoining property owner or third party shall
have any right, title or interest whatsoever in the Development, except as provided herein, or in the operation or
continuation thereof or in the enforcement of any of the provisions hereof, and, subject to the rights of Declarant
and Mortgagees as herein provided, the Owners shall have the right to extend, modify, amend, or otherwise
change the provisions of this Declaration without the consent, permission, or approval of any adjoining owner
or third party.

12.11 Notice of Sale, Lease, or Mortgage. In the event an Owner sells, leases, mortgages, or otherwise
disposes of any Lot or Dwelling, the Owner must promptly furnish to the Association in writing the name and
address of such purchaser, lessee, mortgagee, or transferee.

12.12 No Trespass. Whenever the Association, Declarant, the Architectural Review Board, and their respective
successors, assigns, agents, or employees are permitted by this Declaration to enter upon or correct, repair,
clean, maintain, preserve, or do any other action within any portion of the Development, the entering thereon
and the taking of such action shall not deem to be trespass.

12.13 Notices. Notices required hereunder shall be in writing and shall be delivered by hand or sent by United
States Mail, postage prepaid. All notices to Owners shall be delivered or sent to such addresses as have been
designated in writing to the Association, or if no address has been so designated, at the addresses of such
Owners’ respective Lots or Dwellings. All notices to the Association shall be delivered or sent in care of
Declarant to Declarant’s main office on Hilton Head Island, South Carolina, or to such other address as the
Association may from time to time notify the Association. Notices to Mortgagees shall be delivered or sent to
such address as such Mortgagees specify in writing to the Association.



IN WITNESS WHEREOF, duly authorized officers of the undersigned Declarant have executed this
Declaration under seal.

this day of , 198
SIGNED, SEALED AND DELIVERED DECLARANT:
IN THE PRESENCE OF: THE MELROSE GROUP LLMITED
PARTNERSHIP
A South Carolina Limited Partnership
BY: THE MELROSE COMPANY, INC.
Its General Partner
By:
Stephen B. Kiser. Vice President
Attest:
Robert T. Kolb, Secretary
STATE OF SOUTH CAROLINA ) PROBATE
COUNTY OF BEAUFORT g

PERSONALLY appeared before me, the undersigned witness, who, on oath, says that s/he saw the within
named THE MELROSE GROUP LIMITED PARTNERSHIP, by its General Partner, THE MELROSE
COMPANY, INC., by Stephen B.Kiser, its Vice President, sign the within written Instrument, and Robert T.
Kolb, its Secretary, attest the same, and the said Partnership, by said officers, seal said instrument, and, as its act
and deed, deliver the same, and that s/he, with the other witness whose signature appears above, witnessed the
execution thereof.

SWORN TO before me this
day of , 198

Notary Public for South Carolina
My Commission Expires:




EXHIBIT “A”

The following Real Property shall be subject to the terms of the within Declaration of Covenants, Conditions,
and Restrictions for Melrose Homesites, to-wit:

ALL those certain lots, parcels and tracts of land situate, lying and being on Daufuskie Island, Beaufort County
South Carolina, generally known and described as Melrose, more particularly shown on plats thereof prepared

by Matthew W. Crawford, S.C. R.L.S. # 9758 said plats dated the of 198  ,and
recorded in the Office of the Register of Mesne Conveyance for Beaufort County, South Carolina, in Plat Book
at Page

For a more specific reference as to metes and bounds, reference is herewith craved to say plat.

TOGETHER with all that certain piece, parcel and tract of land situate, lying and being on Daufuskie Island,
Beaufort County, South Carolina, consisting of acres, more or less, said parcel more particularly shown and
described on a plat thereof recorded in the Office of the Register of Mesne Conveyance for Beaufort County,
South Carolina, in Plat Book at Page

EXHIBIT “B”

The Melrose Group Limited Partnership, a South Carolina Limited Partnership, does herewith reserve the right
to make such Additional Land on Daufuskie Island, South Carolina, subject to the within Covenants, as The
Melrose Group Limited Partnership may in its sole discretion, deem appropriate.



DECLARATION OF COVENANTS,
CONDITIONS AND RESTRICTIONS
FOR
THE MELROSE CLUB

THIS DECLARATION OF COVENANTS, CONDITIONS AND RESTRICTIONS (hereinafter referred to as
the “Declaration”) made this day of , 1985, by THE MELROSE GROUP
LIMITED PARTNERSHIP, a South Carolina limited partnership (hereinafter referred to as “Declarant™)

THE MELROSE
CLUB LAND

THE PURPOSE OF
THIS DOCUMENT

EVERY UNIT
INTEREST IS
SUBJECT TO THIS
DOCUMENT

WITNESSETH:

WHEREAS, Declarant is the owner of fee simple title to certain real property located
on Daufuskie Island, Beaufort County, South Carolina, which real property is more
fully described as a three hundred (300) acre tract of land as more fully described on a
plat thereof recorded in Plat Book at Page in the records of
the Office of the Clerk of Court for Beaufort County, South Carolina (said real
property, together with all improvements now or hereafter located thereon and all
appurtenances thereunto belonging, being hereinafter referred to as the ‘Melrose
Club™); and

WHEREAS, Declarant desires to create within the Melrose Club a recreational
community with open spaces, recreational lodging, eating and other common facilities
for the benefit of the said community, and Declarant desires to provide for the
preservation of the values and amenities in the Melrose Club and for the maintenance
of the said open spaces. recreational, lodging, eating and other common facilities; and
to that end Declarant has deemed it desirable, for the efficient preservation of the
values and amenities in said community, to provide for creation of an owners’
association to which shall be delegated and assigned the powers of maintaining and
administering the said open spaces, recreational, lodging, eating and other common
facilities and the powers of enforcing the covenants and restrictions, of collecting and
disbursing the assessments and charges therefore, and of enforcing the rules and
regulations approved by the members of the association; and

WHEREAS, Declarant contemplates the sale and conveyance of undivided interests in
the Melrose Club and desires to subject the Melrose Club to the provisions of this
Declaration for the mutual protection of Declarant and future owners of undivided
interests in the Melrose Club:

NOW THEREFORE, Declarant hereby declares that the Melrose Club is and shall be
held, transferred, sold, conveyed, used, occupied and mortgaged or otherwise
encumbered subject to the provisions of this Declaration, and every grantee of arty
interest in the Melrose Club, by acceptance of a deed or other conveyance, whether or
not such deed or other conveyance shall be signed by such grantee and whether or not
such grantee shall otherwise consent in writing, shall take subject to the provisions of
this Declaration and shall be deemed to have assented and agreed to the same. By this
Declaration. Declarant intends to establish a common scheme and plan for the use,
operation, repair, maintenance and restoration of the Melrose Club, and the provisions
of this Declaration shall constitute covenants running with the land which shall bind,
and inure to the benefit of, all present and future owners of the Melrose Club.



ARTICLE I
DEFINITIONS

As used in this Declaration, the following terms shall have the meanings set forth in this Article I:

1.1. “Articles of Incorporation” shall mean the Declaration of Articles of Incorporation of the Melrose Club
Owners Association. Inc., as the same may be amended from time to time.

1.2 “Association” shall mean Melrose Club Owner’s Association, Inc., a South Carolina nonprofit corporation,
its successors and assigns.

1.3 “Board of Governors” shall mean the Board of Governors of the Association.
1.4 “Bylaws” shall mean the Bylaws of the Association, as the same may he amended from time to time.

1.5 “Children Members” shall mean the under age of thirty-six (36) children of either the Designated Member
or spouse. Use of facilities by a Designated Member’s children under the age of twenty-five (25) shall be set by
the Board of Governors. Designated Members shall have the right to grant use privileges to their children
between the ages of twenty-five (25) and thirty-six (36) consistent with the General Policies and Guidelines.
Designated Members are responsible for the conduct and charges of their children.

1.6 “Common Furnishings” shall mean all furniture, furnishings, appliances, fixtures and equipment, livestock
and all other personal property, from time to time, owned, leased or held for use by the Association.

1.7 “Declarant” shall mean the Melrose Group Limited Partnership, a South Carolina limited partnership, or
any successor-in-title, who comes to stand in the same relation to the Melrose Club as Declarant, including,
without limitation, an party that acquires ownership of all of Declarant’s then remaining Unit Interests in the
Melrose Club,

1.8 “Declaration” shall mean this Declaration of Covenants, Conditions and Restrictions for The Melrose Club,
as the same may be extended, amended or renewed from time to time.

1.9 “Designated Member’ shall mean the person designated by the unit Owner at the beginning of each
calendar year to have the benefits of use and enjoyment of Melrose Club facilities for that calendar year. There
shall be only one Designated Member for each Unit Interest. The Designated Member’s spouse has the same
privileges as the Designated Member.

1.10 “General Policies and Guidelines” shall mean those policies and guidelines governing the use of the
lodging arid other facilities of the Melrose Club, including use rates and fees as adopted from time to time and
amended from time to time by the Association.

1.11 “Guest” shall mean any person invited to the Melrose Club by a Designated Member. The Association
shall establish limits on the number of Guests that a Designated Member may invite at any one time depending
on the activities to be engaged in. Guests are expected to be accompanied by Designated Members, except each
Designated Member shall have the privilege of sending unaccompanied “Designated Guests” subject to limits
set by the Association pursuant to the General Policies and Guidelines. Designated Members are responsible for
the conduct and charges of their Guests. Guests shall pay such fees as established by the General Policies and
Guidelines.

1.12 “Lodging and Facilities” shall mean any facilities within the Melrose Club designed and in tended for
overnight lodging.

1.13 “Melrose Club” shall mean the real property described as on the plat
recorded in Plat Book at Page, in the aforesaid records, together with all improvements now or
hereafter located thereon, including all Lodging Facilities, golf courses, road ways, Common Furnishings,
equipment and all other appurtenances thereunto belonging. Melrose Club shall also be deemed to include any
and all additional real and/or personal property from time to time acquired by the Association subject to the
provisions hereof.




1.14 “Melrose Property Owners Association” (Inc.) shall mean any entity now or hereafter formed by
Declarant, its successors or assigns, or by an affiliate of Declarant for the management of the single family lots,
the Residual Property or other real property owned or controlled by Declarant contiguous to or near the Melrose
Club.

1.15 “Owner” shall mean the person, including Declarant, who owns fee simple title to any Unit Interest in the
Melrose Club.

1.16 “Property” shall mean the real property designated as the Melrose Club as more fully described as to
metes and bounds on the plat recorded in Plat Book at Page in the records of the
Clerk of Court for Beaufort County, South Carolina, and all improvements thereon, and including any and all
additions of real property added to the Melrose Club pursuant to the provisions hereof.

1.17 “Residual Property” shall mean that certain tract of real property originally containing 662.55 acres as
conveyed to Declarant by deed recorded in Deed Book 407 at Page 647, and those certain tracts of land
contiguous thereto containing 58.00 acres and 2.00 acres owned by Soleco, Inc., and U. Ted McDaniel as
described in those deeds recorded in Deed Book 407 at Page 641 and Deed Book 407 at Page 638 in the records
of the Office of the Clerk of Court for Beaufort County, South Carolina, less the Melrose Club and the Property.

1.18 “Unit Interest” shall mean an undivided one-one thousand five hundred fiftieth (1/1550) interest in the
Melrose Club.

ARTICLE Il
USE OF THE CLUB AND RESERVATION OF RIGHTS BY DECLARANT

2.1 Other Rights and Reservations. THE OMMISSION OF ANY RIGHT OR RESERVATION IN

THIS ARTICLE SHALL NOT LIMIT ANY OTHER RIGHT OR RESERVATION BY THE DECLARANT
WHICH IS EXPRESSLY STATED IN OR IMPLIED FROM ANY OTHER PROVISION IN THESE
COVENANTS, ANY RESERVATION OR RIGHT OF THE DECLARANT WHICH IS STATED IN OR
IMPLIED FROM THESE COVENANTS SHALL NOT GIVE RISE TO ANY AFFIRMATIVE OBLIGA
TION OR DUTY ON THE PART OF THE DECLARANT UNLESS EXPRESSLY STATED IN THESE
COVENANTS.

USE OF THE CLUB 2.2 Use of the Club and Reservation of Rights by Declarant. Except to the extent
permitted by Section 2.4 of this Declaration, the Melrose Club shall be used for
temporary lodging and for recreational and leisure purposes only such as hiking,
horseback riding, swimming, golfing, tennis, outdoor sports and other recreational
uses permitted by General Policies and Guidelines adopted by the Association, and no
Owner shall make any commercial or professional use of the Melrose Club or any
portion thereof, unless specifically authorized by the Association.

2.3 Use of Lodging Facilities. The Lodging Facilities within the Melrose Club shall
be utilized subject to the General Policies and Guidelines of the Melrose Club.

COMMERCIAL 2.4 Commercial Use. Notwithstanding the provisions of Section 2.2 of this
PROFITS BENEFIT Declaration, the Association shall have the right to operate or to enter into leases or
OWNERS license agreements with third parties which permit such third parties to operate food
service establishments or other concessions within the Melrose Club. Any income
derived by the Association from such leases or license agreements shall be common
profits of the association and shall be held, used, and disbursed in accordance with the
provisions of Section 7.4.3 of this Declaration.
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2.5 Rights of Owners. Subject to the payment of all assessments levied by the
Association against said Owner, and subject to compliance with the provisions of this
Declaration arid with the General Policies and Guidelines promulgated from time to
time by the Association, each Owner of a Unit Interest shall have the nonexclusive
right in common with all other Owners of Unit Interests to occupy and use the entire
Melrose Club for the purposes permitted by this Declaration and the General Policies
and Guidelines, provided that such use does not hinder or obstruct the use of the
Melrose Club by other Owners of Unit Interests.

2.6 Restrictions on Owners. No owner shall erect or construct within the Melrose
Club any structure of any type whatsoever without the prior written approval of the
Board of Governors. No Owner shall place, store, keep or permit to be placed, stored
or kept, upon any portion of the Melrose Club any personal property, including, but
not limited to, tents, automobiles, jeeps, pickup trucks, or recreational vehicles, of any
type without the prior written approval of the Board of Governors. No Owner shall
have the right to redecorate or make alterations or repairs to any improvements.
Lodging Facilities and/or Common Furnishings within the Melrose Club, nor shall any
Owner have the right to subject the Melrose Club or any portion thereof to any liens
for the making of improvements or repairs to the Melrose Club or any portion thereof.
No Owner shall have the right to remove, alter or replace any portion of the Common
Furnishings. No Owner shall have the right to hunt or discharge firearms on the
Property or within the Melrose Club without the prior written consent of the
Association. No Owner shall create or permit to exist any nuisance within the Melrose
Club or commit waste with respect to the Melrose Club. No Owner shall have the right
to lease or sublet any rights or facilities within the Melrose Club. Notwithstanding the
foregoing, nothing contained in this Section 2.6 shall prohibit Declarant from
completing the construction improvements within the Melrose Club as contemplated
by the general development plan for the Melrose Club previously adopted by
Declarant, subject to such alterations thereto as Declarant, in its good faith judgment,
deems consistent with such general development plan.

2.7 Reservation of Rights to Declarant. For so long as Declarant owns any Unit
Interest primarily for the purpose of sale or for so long as Declarant holds any
mortgage on any Unit Interest. Declarant and its duly authorized contractors,
representatives, agents, and employees shall have an easement for the maintenance of
signs, a sales office, a business office, arid promotional facilities within the Melrose
Club, together with such other facilities as in the opinion of Declarant may he
reasonably required, convenient or incidental to the completion, renovation,
improvement, development or sale of Unit Interests in the Melrose Club. Declarant
shall also have a transferable, assignable easement over, through, under and across the
Melrose Club and the Property for the purpose of the construction all the
improvements within the Melrose Club, as contemplated by the general development
plan previously adopted by Declarant, subject to such modifications, alterations and
changes in site locations as Declarant, in its sole discretion, deems appropriate and
consistent with such general development plan. The reservation of easement rights
shall include, without limitation, the installation, construction, replacement, repair
and/or maintenance of all utilities serving the Melrose Club, installation and
maintenance of landscaping, the location and construction and maintenance of roads
and rights-of-way, and the location, construction and maintenance of drainage
facilities.

2.8 Development of Residual Property and Reservation of Easements. Declarant
intends to develop the Residual Property at some time in the future in a manner that
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will be in harmony with the Melrose Club; provided, however, that no representation
is being made by Declarant concerning the final design of the Residual Property. For
so long as Declarant owns any lot or other interest in the Residual Property for the
purpose of sale or development. Declarant and its duly authorized contractors,
representatives, agents and employees shall have an easement within the Melrose Club
for the maintenance of signs, a sales office and a business office. Declarant shall also
have a transferable, assignable easement on, over and through, under and across the
Melrose Club and the Property for the purpose of the construction of all improvements
within the Residual Property. This reservation of easement rights shall include,
without limitation, an easement over, across and through the Property in the Melrose
Club for the installation, construction, replacement, repair and/or maintenance of all
utilities serving the Residual Property, the location and construction and maintenance
of roads and rights-of-way providing, access to the Residual Property, and the
location, construction and maintenance of drainage facilities to serve the Residual
Property.

2.9 Reservation of Perpetual Access Easement. Declarant reserves exclusively unto
itself, its successors and assigns a perpetual and alienable access easement in, over and
under the Property in the Melrose Club for access to any part of the Residual Property,
for access from the Residual Property to the Atlantic Ocean or any other facilities
intended for common use by the Owners of interests in the Residual Property and the
unit Owners in the Melrose Club, and for access from any other properties contiguous
to the property in the Melrose Club to the Residual Property or any other property
contiguous to the Melrose Club and/or the Property.

2.10 Reservation of Perpetual Spray Easement. Declarant reserves exclusively unto
itself, its successors and assigns, a perpetual and alienable easement in, over and under
any and all areas within the Property, used as a golf course, to spray or otherwise
dispose of effluent from any sewage treatment facility serving the Property and/or the
Residual Property.

2.11 Conservation Easement. For so long as Declarant retains the right to appoint or
remove any governors or officers of the Association as provided in Section 5.4 hereof,
Declarant shall have the right to grant a conservation easement over the Melrose Club
to any governmental authority or nonprofit organization for the purpose of maintaining
in their natural state any portions of the Melrose Club not improved by the Association
or Declarant. No such grant shall interfere with the use and enjoyment of the Melrose
Club by the Owners for the purposes permitted in Section 2.2 hereof. Each Owner, by
acceptance of a deed to his Unit Interest, shall be deemed to have appointed Declarant
as such Owner’s duly authorized attorney-in-fact to execute any documents necessary
to create such easement.
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ARTICLE I
TRANSFERS BY DECLARANT TO THE ASSOCIATION

3.1 Real Property. Declarant, its successors and assigns, may at its option and
without the obligation to do so, deed to the Association from time to time other real
property and improvements thereon. Any such conveyance shall be effective upon the
recordation of the deed of conveyance and the filing by Declarant of an amendment to
this Declaration describing the real property and annexing it to the Melrose Club and
the Property. The right of Declarant to convey additional real property to the
Association and to amend this Declaration accordingly, shall not require two-thirds
(2/3) votes of the Association as set forth in paragraphs 5.2 (m) and 14.2, respectively.
Upon the transfer of any such properties, the properties shall become part of the
property in the Melrose Club and the Association shall have the obligation to maintain
the transferred properties in a manner and to the degree consistent with the Property,
the Melrose Club and this Declaration.

3.2 Sewerage Treatment and Water Facilities. Declarant may elect, at some time in
the future, and without obligation to do so, deed, convey or otherwise transfer to the
Association the sewerage treatment facilities and/or water system that provides
sewerage treatment rapacity and water to the Melrose Club and the Residual Property.
Upon obtaining all necessary governmental and regulatory approvals, as necessary,
any such conveyance and transfer shall be effective upon the recordation of a deed of
conveyance and the filing of an amendment to this Declaration by Declarant
describing the real property and the facilities to be transferred and the delivery of
appropriate bills of sale to the Association. The right of Declarant to convey additional
real property to the Association and to amend this Declaration accordingly, shall not
require two-thirds (2/3) votes of the Association as set forth in paragraphs 5.2 (m) and
14.2 respectively.

ARTICLE IV

OWNERSHIP OF UNIT LNTERESTS; SEPARATE MORTGAGES
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4.1 Ownership. A Unit Interest may be owned by an individual, a husband and wife
jointly, a corporation, a partnership, a trust or any other legal entity. Where ownership
is other than individual or husband and wife jointly, the ownership entity shall, at the
beginning of each year, designate an individual who will be the “Designated Member”
for that year.

4.2 Passage Upon Death. Ownership of a Unit Interest may pass under the estate of a
deceased Owner to more than one person or to an entity other than an individual,
provided, however, that only one individual shall be entitled to become a member of
the Association and exercise the rights of an Owner of a Unit Interest.

4.3 Conveyance. No person owning a Unit Interest shall sell or convey less than all of
his Unit Interest. Any sale of any such person of less than all of a Unit Interest shall be
null and void and of no effect.

4.4 Application to Declarant. The provisions of Section 4.1 of this Declaration shall
not apply to Declarant. Declarant may be organized as any form of business entity and
may convey its Unit Interests to any form of business entity.
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4.5 Separate Mortgages. Each Owner shall have the right to mortgage or otherwise
encumber all but not less than all of his Unit Interest in the Melrose Club. No Owner
shall attempt to mortgage or otherwise encumber in any manner whatsoever the
Melrose Club Or any part thereof, nor shall any Owner have the right or authority to
do so. Any mortgage or any other encumbrance of any Unit Interest shall be
subordinate to all of the provisions of this Declaration, and the provisions of this
Declaration shall be binding upon any Owner whose title to a Unit Interest is derived
through exercise of any private power of sale, judicial foreclosure or otherwise of such
a mortgage, deed to secure debt or other encumbrance.

ARTICLE V
THE ASSOCIATION

5.1 Owner’s Association; Membership; Voting. Declarant has, at its cost and
expense, incorporated the Association which shall have the powers, rights and duties
hereinafter set forth and such other powers, rights and duties as are vested in the
Association by the Articles of Incorporation and Bylaws. There shall be one
membership in the Association for each Unit Interest in the Melrose Club, which
membership shall be appurtenant to and inseparable from that certain Unit Interest. If
any person or entity owns more than one Unit Interest, such person or entity shall have
one membership (and one vote) in the Association for each Unit Interest owned All
memberships in the Association shall initially be the property of Declarant or its
successors in interests and shall pass to the respective purchasers of Unit Interests in
the Melrose Club at the time of the recordation of the deed conveying to such
purchaser fee simple title to a Unit Interest in the Melrose Club. Membership in the
Association is transferable only in connection with the conveyance of the Unit Interest
giving rise to such membership, and any other transfer or assignment of membership
shall be null and void. The transfer of fee simple tide to a Unit Interest in the Melrose
Club by an Owner shall automatically transfer the membership appurtenant thereto;
provided, however, that the Association shall have the right to charge a transfer fee.
Each member of the Association shall be obligated to promptly, fully and faithfully
comply with the Articles of Incorporation, the Bylaws and all General Policies and
Guidelines promulgated from time to time by the Association.

5.2 Powers of the Association. The Association shall have the sole and exclusive
right and duty to manage and operate the Melrose Club. Without limiting the
generality of the foregoing, the Association shall have the right:

(a) to maintain, clean, repair, replace, repaint or restore all of the improvements.
Lodging Facilities. Common Furnishings and landscaping within the Melrose Club.
and the Property:

(b) to levy and collect lees, dues and assessments tram its members as
contemplated by Article V11 of this Declaration:

(c) to establish and maintain one or more reserve funds to provide monies to the
Association to pay any expenses incurred by the Association in the exercise of its
powers or the performance of its duties:

(d) to maintain and care for all so-called “natural areas” or “open space areas”
within the Melrose Club, to destroy or remove there from any noxious weeds,
underbrush, rodents or any other unsightly or obnoxious condition, and to perform any
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labor necessary or desirable to keep and maintain said natural areas and open spaces
and land contiguous and adjacent thereto neat, sightly and attractive:

(e) to pay taxes and assessments, if any, levied by any governmental authority on
any real or personal property owned by the Association and by its members
collectively, or on any transactions entered into by the Association which are subject
to tax in the normal course of business including the right to reimburse the Declarant
for any taxes, or portions thereof, paid by Declarant on behalf of the Association or
any member thereof;

() to enforce the provisions of this Declaration, the Articles of Incorporation, the
Bylaws, any General Policies and Guidelines from time to time promulgated by the
Association and any other decisions of the Association, and to pay all expenses
incidental to such enforcement, including reasonable attorneys’ fees, including,
without limiting the foregoing, the right to reimburse Declarant for all costs and
expenses incurred or paid by it in connection with the enforcement of any of the
conditions, covenants, restrictions, charges or assessments or terms contained herein;

(9) to have prepared and distributed to Unit Owners on an annual basis (or more
frequently it deemed appropriate by the Board of Governors) the financial statements
and other information hereinafter described.

(h) to obtain and maintain in force all policies of insurance required by Article
V111 of this Declaration;

(1) to promulgate, amend and rescind from time to time General Policies and
Guidelines governing the use of the Melrose Club and the facilities under the
management and control of the Association;

(j) to expend monies collected by the Association from assessments or charges
and other sums received by the Association for the payment of all proper costs,
expenses and obligations incurred by the Association in carrying out any or all of the
purposes for which the Association is formed:

(k) to receive all notices, claims and demands relating to taxes and assessments
affecting the Melrose Club, and, by accepting title to a Unit Interest in the Melrose
Club, the purchaser thereof thereby waives his right to receive such notices and
designates the Association as his exclusive agent for receipt of such notices, claims or
demands;

(I) Upon the affirmative vote of the Owners to which at least two-thirds (2/3) of
the votes in the Association are allocated, to borrow money and to mortgage, pledge,
or hypothecate any or all of its property as security for money borrowed or debts
incurred; provided, however, that during such times as Declarant owns one or more
Unit Interests in the Melrose Club primarily for the purpose of sale, any such decision
to borrow money or to mortgage, pledge, or hypothecate any or all of the
Association’s property as security for money borrowed or debts incurred shall require
the affirmative vote of the Owners to which at least two-thirds (2/3) of the votes in the
Association are allocated, exclusive of the votes appertaining to the Unit Interests
owned by Declarant, and the affirmative vote of the Declarant:

(m) to acquire by gift, purchase, lease or otherwise and to hold, enjoy and operate
real or personal property in connection with the business of the Melrose Club and the
JAssociation; provided, however, that except for the Rights of Repurchase contained in
Article XII hereafter, and gratuitous transfers of real and personal property by
Declarant, the Association shall not acquire real property by purchase, lease, or
otherwise unless such acquisition is approved by the affirmative vote of the owners to
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which at least two-thirds (2/3) of the votes in the Association are allocated, exclusive
of the votes appertaining to the Unit Interests owned by Declarant, and the affirmative
vote of the Declarant:

(n) to contract with others for the management, maintenance, operation,
construction or restoration of the Melrose Club, the Property or any portion thereof,
including the renourishment of beach areas and for erosion control.

(o) to effect a sale of all or any portion of the Melrose Club in accordance with
the provisions of Article VI of this Declaration;

(p) to do and perform any and all other acts which may be either necessary for, or
proper or incidental to, the exercise of any of the foregoing powers;

(g) to be a member of, participate in and pay assessments to the Melrose Property
Owners Association, or any other entity for common services including, but not
limited to, security, insect control, common road maintenance, ferry boat service,
water and sewer services and fire protection;

(r) to enter any housing unit in the Melrose Club at any reasonable time upon
giving reasonable notice, if the housing unit is occupied, for the purpose of cleaning,
maid service and, if unoccupied. For the purpose of painting, maintenance, and repair,
and to enter upon and within any housing unit, at any reasonable time, whether or not
in the presence of a designated user, for the purpose of (i) making emergency repairs
therein, (ii) abating any nuisance or any dangerous unauthorized, prohibitive or
unlawful activity being conducted or maintained in such housing unit, (iii) protecting
property rights and the welfare of the other unit owners or designated users or (iv) for
any other purpose reasonably related to the performance by the Association of its
responsibilities under the terms of this Declaration. Such right of entry shall be
exercised in such a manner as to avoid any unreasonable or unnecessary interference
with the possession, use and/or enjoyment by the occupant of such housing unit and
shall be preceded by reasonable notice to the occupant thereof whenever the
circumstances permit.

(s) to contract with any public or private utility provider for any type of utility
services deemed appropriate or necessary by the Board of Governors;

(t) to purchase or otherwise acquire the Unit Interest of any owner in accordance
with and pursuant to the terms of this Declaration:

(u) to own and operate any water and/or sewerage treatment facility providing
utility services to the Melrose Club, the Property or the Residual Property;

(v) to grant use privileges for the amenities within the Melrose Club gratuitously
from time to time as the Board of Governors may determine as is ‘in the best interest
of the Melrose Club; and

(w) to provide services and/or funds as the Board of Governors may from time to
time determine for the purpose of serving a public need to Daufuskie Island or its
citizens.

5.3 Limited Liability. The Association shall not be responsible for the acts,
omissions, or conduct of any of the Owners or Designated Users or guests for the
breach of any of the obligations of any of the Owners or Designated Users.

5.4 Control by Declarant. The initial Board of Governors of the Association shall be
the persons named in and executing the Articles of Incorporation of the Association or
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such other persons as shall be appointed by Declarant. Notwithstanding any other
provision to the contrary contained in this Declaration, the Articles of Incorporation or
the Bylaws, Declarant shall have the right to appoint or remove any director or
directors of the Association until the last of the following to occur:

(a) the date as of which ninety-five percent (95%) of the Unit Interests in the
Melrose Club have been conveyed by Declarant to Owners other than a person or
persons constituting Declarant; or

(b) December 31, 1990.

Notwithstanding the above, however, Declarant shall have the right to surrender
authority to appoint and remove Governors of the Association and officers of the
Association by an express amendment to this Declaration executed and recorded by
Declarant at any time.

Upon the expiration of the period of Declarant’s right to appoint and remove
Governors and officers of the Association, such rights shall automatically pass to the
Owners, including Declarant, if Declarant then owns one or more Unit Interests in the
Melrose Club. Thereafter, Governors and officers of the Association shall be elected
pursuant to the terms and provisions of this Declaration, the Articles of Incorporation
and the Bylaws.

Until the expiration of the period of Declarant’s right to appoint and remove
Governors and officers of the Association it is expressly understood that the members
of the Board of Governors designated by Declarant shall have no fiduciary duty to
individual Melrose Club Owners or the Melrose Club.

5.5 Professional Management. The Board of Governors may employ a professional
management firm to manage the operation and affairs of the Association. Such
management firm shall, by the terms of a written agreement, be an Independent
Contractor of the Board of Governors and of the Association. Except as may be
prohibited by law, the Board of Governors may delegate to such management firm
such of the duties and powers of the Association, the Board of Governors and the
Officers, as the Board of Governors shall determine. Any management agreement
executed by or on behalf of the Association during the period of Declarant’s right to
control the Association pursuant to the provisions of Section 5.4 above, shall be
subject to cancellation and termination at any time during the twelve (12) months
following the expiration of such control period by the affirmative vote of the Owners
of Unit Interests to which a majority of the votes in the Association appertain. It shall
be expressly permissible for Declarant, or any firm affiliated with Declarant, to be
employed as a professional management firm pursuant to this Section 5.5; provided,
however, that if Declarant, or any person affiliated with Declarant, is so employed, the
management agreement providing for such employment shall not have a term in
excess of one (1) year unless said agreement provides for termination by either party
without cause and without payment of a termination fee on no more than ninety (90)
days written notice. Any management agreement entered into by the Association shall
also specifically absolve the Association and any and all Unit Owners from am
liability from acts, errors, omissions or negligence of the manager and shall require the
manager to indemnify and hold harmless the Association and all Unit Owners from
and all demands, claims, injury to personal property or persons and all other acts
whatsoever. No manager shall be deemed or construed as a joint venture partner with
the Association or the Unit Owners.
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6.1 Right of Association to Sell. The Association shall have the right, for and on
behalf of all Owners of Unit Interests in the Melrose Club, to sell all or any portion of
the Melrose Club upon the affirmative vote of (i) the Owners to which at least two-
thirds (2/3) of the votes in the Association are allocated, exclusive of any votes in the
Association appertaining to Unit Interests owned by Declarant, and (ii) the Declarant,
for so long as the Declarant has the right to control the Association, as provided in
Section 5.4 hereof. Notwithstanding the provisions of Section 14.2 of this Declaration,
this Section 6.1 may not be amended until such time as Declarant’s right to control the
Association, as provided in Section 5.4 hereof, has expired.

6.2 Consummation of Sale.

(a) In the event that the affirmative vote required under Section 6.1 above is
obtained, and provided that the other conditions of this Article VI are met, the Board
of Governors of the Association shall authorize and direct the officers of the
Association to effect such sale and to do all acts and execute and deliver all documents
necessary, appropriate and convenient to consummate such sale.

(b) In the event that the Association shall have determined to sell all or any
portion of the Melrose Club, then any two officers of the Association shall execute and
record in the real property records of Beaufort County, South Carolina, a certificate
certifying that the conditions of this Article VI have been satisfied and that such
officers are therefore authorized to execute and deliver all deeds and other instruments
necessary, appropriate or convenient to effect the sale of all or a portion of the
Melrose Club. Recordation of such certificate shall constitute conclusive evidence that
such officers of the Association are authorized and empowered to sell and transfer title
to all or a portion of the Melrose Club for and on behalf of the Association.

6.3 Power of Attorney. By accepting title to a Unit Interest in the Melrose Club, the
purchaser thereof, for himself and for his heirs, successors-in-title and assigns, thereby
makes, constitutes and appoints the Association his true and lawful agent and attorney-
in-fact for and in his name, place and stead, and for his use and benefit, to effect any
sale of all or any portion of the Melrose Club and to do all acts and execute and
deliver all deeds or other instruments necessary, appropriate or convenient to sell and
convey title to all or any portion of the Melrose Club or otherwise to carry out the
purposes of this Article VI.

6.4 Sale Proceeds. The net proceeds derived from the sale of all of the Melrose Club
shall be distributed to the Owners after the Association has provided for any unpaid
debts or liabilities of the Association. Each Owners share of such proceeds shall be
determined by multiplying the total amount of such proceeds by a fraction, the
numerator of which is the number of Unit Interests owned by such Owner, and the
denominator of which is one thousand five hundred fifty (1,550). In the event that less
than all of the Melrose Club is sold, the net proceeds of such sale shall be deemed to
be common profits of the Association and shall be used as provided in Section 7.4.3 of
this Declaration.

6.5 Sale by Unanimous Consent. Notwithstanding any other provision of this Article
VI to the contrary, the Owners, including Declarant, of all of the Unit Interests in the
Melrose Club shall have the right to sell all or any portion of the Melrose Club at a
time or from time to time.
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6.6 Partition. By accepting title to a Unit Interest in the Melrose Club, each Owner,
for himself and for his heirs, successors-in-title and assigns, does absolutely waive any
right to seek or obtain partition of the Melrose Club in kind and does further waive the
right to seek or obtain partition of the Melrose Club by means of the sale of the
Melrose Club or any portion thereof unless the institution of such suit or action for
partition has been approved by the affirmative vote of the same number of Owners
(and Declarant, if Declarant still then retains the right to control the Association, as
provided in Section 5.4 hereof) that would be required to sell all or any portion of the
Melrose Club pursuant to and in compliance with this Article V1.

6.7 Subordination. It is intended that this Declaration alone shall govern all rights
with respect to the use, possession, enjoyment, management and disposition of the
Unit Interest conveyed in the Melrose Club. Accordingly, all rights with respect to the
use, possession, enjoyment, management and disposition of any Unit Interest in the
Melrose Club which an owner might otherwise have as a tenant-in-common
(including, but not limited to, any common law of statutory right jointly to use.
possess or manage commonly owned property), are hereby unconditionally and
irrevocably subordinated to the Declaration for so long as this Declaration shall
remain in effect.

ARTICLE VII
ASSESSMENTS

7.1 Creation of Personal Liability and Priority of Lien. Each Owner, by acceptance
of a deed or other conveyance of a Unit Interest (whether or not it shall be so
expressed in any such deed or other conveyance), covenants and agrees to pay to the
Association the assessments or charges, together with interest thereon, as shall be
fixed or assessed against his Unit Interest during his ownership thereof by the
Association in accordance with the terms and provisions of this Declaration, the
Acrticles of Incorporation and the Bylaws. All such assessments and charges, together
with interest thereon and the costs of collection thereof (including attorney’s fees) as
hereinafter provided, shall be the personal obligation of each Owner from the time the
same become due and payable, and shall be a charge against and continuing lien in
favor of the Association upon such Unit Interest. Such lien shall be prior and superior
to all other liens whatsoever except only (a) a lien for ad valorem taxes, (b) the lien of
a first-in-priority mortgage to which such Unit Interest is subject, and (c) the lien of
any mortgage recorded prior to the recording of this Declaration. Such lien shall be
perfected by filing of record in the Office of the Clerk of Court for Beaufort County,
South Carolina, a claim of lien within ninety (90) days after the assessment, or portion
thereof, for which a lien is claimed became due. Each owner by acceptance of a deed
or other conveyance of a Unit Interest (whether or not it shall be so expressed in any
such deed or other conveyance) expressly consents to the jurisdiction of the State of
South Carolina for the enforcement of all obligations set forth herein. Such a claim of
lien shall also secure all assessments, or portions thereof, which come due thereafter
until the claim of lien is cancelled of record. The claim of lien shall be substantially in
the following form:



CLAIM OF LIEN

STATE OF SOUTH CAROLINA )
COUNTY OF BEAUFO g

MELROSE CLUB OWNERS’ ASSOCIATION, INC., a nonprofit corporation organized and existing under the
laws of the State of South Carolina (the “Association”), claims a lien in the amount of

DOLLARS ($ ), plus interest at the rate of fifteen percent (15%) per annum, upon that certain
Undivided Interest No. in and to that certain tract or parcel of land more particularly
described and shown as on that certain plat of survey
recorded in Plat Book at Page , Beaufort County, South Carolina,
public records, for satisfaction of assessments which became due on ,198 pursuant
to the terms of that certain Declaration of Covenants, Conditions and Restrictions for Melrose Club, recorded in
Deed Book at Page , aforesaid records (the “Declaration’).

And, now, within ninety (90) days since said sum became due, the undersigned records this lien
therefore in the Office of the Clerk of Court for Beaufort County, South Carolina, where said property is
situated as aforesaid, pursuant to the provisions of Article 7.1 of the Declaration.

Dated this day of

MELROSE CLUB OWNERS’
ASSOCIATION, INC.

By:

Title:
(CORPORATE SEAL)

7.2 Effect of Transfer of Unit. The sale or transfer of any Unit Interest shall
not affect the lien set forth in Section 7.1 above, and any grantee shall be jointly
and severally liable for the portion of any assessment or charge assessed against
such Unit Interest as may be due and payable at the time of conveyance, but
without prejudice to the rights of the grantee to recover from the grantor the
amounts paid by the grantee therefore provided, however, that if such grantor or
grantee shall request and receive a statement from the Association as provided
in Section 7.3 of this Declaration, such grantee, his successors, successors-in-
tide and assigns, shall not be liable for, nor shall the Unit Interest conveyed be
subject to a lien for, any unpaid assessments against such Unit Interest in excess
of the amount set forth in such statement, if any. Anything in this Declaration to
the contrary notwithstanding, in the event the holder of any first mortgage shall
come into possession of any Unit Interest by virtue of the exercise of any
private power of sale, judicial foreclosure, or conveyance in lieu of foreclosure
in connection with such first mortgage, such mortgage shall not be liable for,



EACH UNIT INTEREST
PAYS EQUAL DUES

CLUB EXPENSES

MAINTENANCE
FACILITIES

UTILITIES

GENERAL
ADMINISTRATION

INSURANCE

nor shall such Unit Interest be subject to a lien for, any assessment chargeable to
such Unit Interest on account of any period prior to the time such mortgagee
shall so come into possession of such Unit; provided, however, that such unpaid
assessment or assessments shall be deemed to be common expenses collectible
from all Owners, including such mortgagee.

7.3 Statement of Assessment. Each Owner of a Unit Interest, any prospective
purchaser of a Unit Interest, and any mortgagee or prospective mortgagee of a
Unit Interest shall have the right to obtain from the Association a statement of
the amount of any assessment payable with respect to a particular Unit Interest,
which statement shall also state whether or not any portion of said assessment is
delinquent. The Association may charge a fee, not to exceed ten dollars
(%$10.00), for the issuance of any such statement, the payment of which fee shall
be a condition precedent to the obligation of the Association to issue such
statement. The Association shall issue such statement within thirty (30) days
after the receipt by the Secretary of the Association of a written request that
such statement be issued.

7.4 General Assessments. The amount of all common expenses of the
Association, less the amount of any common profits applied to the payment
thereof, shall be assessed against each Unit Interest in the Melrose Club, and the
Owner thereof shall be personally liable therefore, in an amount equal to the
total sum of such expenses multiplied by a fraction, the numerator of which is
the number of Unit Interests in the Melrose Club owned by such Owner, and the
denominator of which is one thousand five hundred fiftieth (1,550). The
Association shall be exempt from all such assessments during the period of its
ownership of any Unit Interest.

7.4.1 Common Expenses. The common expenses of the Association shall be all
of the expenditures which are made or incurred by or on behalf of the
Association in connection with the exercise of its powers and responsibilities,
and shall include. without limitation, the following:

(i) The expense of maintaining, refurbishing, operation and repair of the
Melrose Club and/or the Property and/or the Lodging Facilities and/or any
Common Furnishings including, without limitation, the maintenance and repair
which is the responsibility of the Association under the provisions of Article 1X
hereof:

(i) Charges for utilities serving the Melrose Club and charges for other
services provided to the Melrose Club, including, but not being limited to, any
maintenance and upkeep and operational expenses associated with any water
and sewerage treatment facilities which provide utility service to the Property
and the Melrose Club. that may or may not be located within the Melrose Club
or the Property:

(iii) Management fees and expenses of administration, including legal and
accounting fees;

(iv) The cost of any master, blanket or other insurance policies purchased
for the benefit of all Unit Owners and the Association as permitted or required
by this Declaration, including Governors’ and officers’ liability insurance
protection for the Governors and officers of the Association;
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(v) Ad valorem real property and/or personal property taxes assessed
against the Melrose Club, the Property and all improvements and Common
Furnishings;

(vi) Such other expenses as may be determined from time to time by the
Board of Governors of the Association to be common expenses, including,
without limitation, taxes and governmental charges such as sanitary taxes, other
than ad valorem real property taxes;

(vii) The establishment and maintenance of a reasonable reserve fund or
funds for maintenance, repair and replacement of those portions of the Melrose
Club or other utility facilities that provide utility services to the Melrose Club
that must be replaced on a periodic basis, including, but not being limited to, the
Common Furnishings, and water and sewer facilities, and a reserve to cover
operating contingencies or deficiencies arising from unpaid assessments or
liens, emergency expenditures and other matters, as may be authorized from
time to time by the Board of Governors;

(viii) The costs of any capital improvements to be made to the Melrose
Club, including any water and/or sewerage treatment facilities that are not
located on the Property, but which provide utility services to the Property and
the Melrose Club;

(ix) Any assessments imposed on the Melrose Club by any governmental
authority or agency thereof; and

(x) Any assessment or charge imposed by the Melrose Property Owners
Association or any other entity or Association for services that benefit the
Melrose Club including, but not limited to, security, insect control, common
road maintenance, ferry boat service, water and sewer services and fire
protection.

7.4.2 Annual Budget and Assessment. No less than 45 days prior to the
commencement of each fiscal year of the Association, the Board of Directors
shall prepare an annual budget for the succeeding fiscal year, which budget shall
estimate the amount of common expenses that are anticipated to be incurred
during such year; inducting, without limitation, the items set forth in Section
7.4.1 above. A copy of said annual budget shall be furnished to the Owners and
shall contain a notice of the amount of the annual assessment payable by each
Owner during such fiscal year. If the annual budget (exclusive of that portion of
the annual budget attributable to ad valorem real and personal property taxes)
and the amount of the annual assessment thus established by the Board of
Governors exceeds by more than twenty-five percent (25%) the amount of the
annual budget and the amount of the annual assessment for the immediately
preceding fiscal year, said annual budget and the amount of the annual
assessment shall be subject to the approval of the Owners (other than Declarant)
as set forth in the Bylaws. If the annual budget established by the Board of
Governors, or approved by the Owners (if such approval is required as herein
provided), proves inadequate for any reason during the course of the fiscal year
to which it applies, the Board of Governors shall prepare an amendment to such
budget, which shall be submitted to the Owners and be subject to their approval
only if such amended budget exceeds by more than twenty-five percent (25%)
the amount of the annual budget for the immediately preceding fiscal year,
except as specifically provided in this Declaration. Unless otherwise determined
by the Board of Governors, each Owner shall pay the annual assessment to the
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Association in advance in January of each year. In addition, any fees, charges,
and other amounts which shall be payable by any Owner to the Association,
shall be added to and shall, unless paid at the time the same are incurred or at
some other time determined by the Board of Governors be due and payable as
part of the installment of the assessment next coming due.

7.4.3 Application of Common Profits. All funds received and all properties
acquired by the Association and the proceeds thereof, including, without
limitation, any excess of assessments, shall be held for the benefit of the Owners
to be applied as common profits to the payment of the common expenses. Any
surplus remaining after such application shall appertain to the Unit Interests in
the Melrose Club (including those Unit Interests owned by Declarant and/or
Mortgagee) on an equal basis, and the Board of Governors, by resolution and
without the necessity of a vote of the Owners, shall determine either to apply
such excess or any portion thereof against and reduce the subsequent year’s
assessments, or to allocate the same to one or more reserve accounts of the
Association described above or to distribute said surplus to the Owners.

7.5 Non-Payment of Assessments. In addition to all other remedies provided b
law, the Association may enforce collection of all delinquent assessments,
together with such other amounts as may be owing the Association, as provided
in this Section 7.5. Any assessment, or portion thereof, not paid when due shall
be deemed delinquent.

7.5.1 Interest. Any delinquent assessment or installment not paid when due
shall bear interest for the date of delinquency until paid at fifteen percent (15%)
per annum or at such other rate prescribed by the Board of Governors.

7.5.2 Additional Remedies. If any delinquent assessment or portion thereof is
not paid within thirty (30) days after written notice is given to the Owner to
make such payment, the Board of Governors shall have the right to invoke any
or all of the following remedies:

(i) Any unpaid balance of the assessment may be accelerated at the option
of the Board of Governors and may be declared due and payable in full, and
foreclosure proceedings may be instituted to enforce the lien of the Association;

(if) The voting rights appurtenant to the Unit Interest may be suspended:
(iii) The rights of the Owner to use the Melrose Club may be suspended:

(iv) The Association may bring an action at law against the Owner
personally obligated to pay the same; and

(v) The Association may foreclose its lien against such Owner’s Unit
Interest in the Melrose Club in like manner as a mortgage of real property. In
the event of such foreclosure, membership in the Melrose Club appurtenant to
the Unit Interest foreclosed shall be deemed inseparable from the Unit Interest
and shall go with the title of the Unit Interest.

Any such notice shall be sent by certified mail, return receipt requested, to the
Owner at such Owner’s last known address as contained in the records of the
Association and shall specify the amount of the assessments then due and
payable, including any interest accrued thereon.

7.5.3 Collection. All payments on account shall be applied first to the aforesaid
costs of collection, then to interest, and then to the assessment lien first due. All
interest collected shall be credited to the common fund of the Association to be



applied against the common expenses. Each Owner vests in the Board of
Governors the right and power to bring all actions against him personally for the
collection of such assessments as a debt and to foreclose the aforesaid lien in the
manner set forth herein.

7.6 Limitations on Assessments. The power and authority of the Association to
establish, levy and collect assessments with respect to Unit Interests in the
Melrose Club shall be subject to the following limitations:

MAJOR CAPITAL 7.6.1 Assessments for Capital Improvements. Any proposed assessment for
IMPROVEMENT capital improvements to the Melrose Club which exceeds ten percent (10%) of
ASSESSMENTS the total budgeted expenses for the fiscal year in which such assessment is
REQUIRE VOTE proposed (other than the repairing, rebuilding or reconstruction of any portion

of the Melrose Club damaged, destroyed or threatened by casualty) must be
approved (i) by a vote of the Owners to which at least two-thirds (2/3) of the
votes in the Association are allocated (exclusive of the votes in the Association
appertaining to the Unit Interest owned by Declarant) entitled to vote
represented at a meeting of the members of the Association at which a quorum
was present and with respect to which notice was given that consideration of
such capital improvements was a purpose of such meeting, and (ii) for so long
as the Declarant retains the right to control the Association, as provided in
Section 5.4 hereof, by the Declarant.

INITIAL DUES WHEN 7.7 First General Assessment. Notwithstanding any other provisions of this
GOLF COURSE OPENS Article VI to the contrary, Declarant agrees that the date for the establishment
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of the initial assessment shall be on the date on which the golf course is
officially opened for play. Within ten (10) days from this date, the Board of
Governors shall establish and bill the initial assessment pursuant to the
conditions and guidelines set forth herein. For a period of two (2) years
following the date of the initial assessment, in lieu of making annual assessment
payments to the Association with respect to any Unit Interest owned by
Declarant during such period, Declarant agrees either to (i) pay any portion of
the Common Expenses of the Melrose Club which are not paid by assessments
paid by the Owners (other than Declarant), or (ii) provide services to the extent
that when combined with the assessments paid by the other Owners, the needs
and requirements of the Melrose Club are met to the satisfaction of the Board of
Governors.

ARTICLE VIII
INSURANCE

8.1 Obligation to Purchase. The Association shall obtain and maintain at all times
the types of insurance policies set forth in this Article VIII containing the provisions,
without Limitation, and in the amounts set forth herein. The premiums for such
insurance policies shall be a common expense of the Association. The Board of
Governors, at its discretion, may enter into an agreement with any institutional trustee
to supervise the distribution of any insurance proceeds paid under policies of
insurance maintained by the Association.

8.2 Types of Insurance. The types of insurance policies required are:

(i) A casualty insurance policy or policies affording fire and extended coverage
insurance for, and in an amount consonant with the full replacement value of, all



structures within the Melrose Club;

(i) A liability insurance policy or policies, in amounts determined by the Board of
Governors, covering in Association, the Board of Governors and the officers of the
Association, all agents and employees of the Association, and all Owners;

(iii) Such other insurance policies, including, without limitation, fidelity insurance
policies, and a blanket flood insurance policy, in the amounts of coverage as may be
required by law or authorized by the Board of Governors from time to time; and

(iv) The obligations to purchase the types of insurance coverage set forth in
paragraphs (i), (ii) and (iii) above are subject to the Board of Governors being able to
obtain specified coverages from rated insurance carriers at rates that are proportionate
to the type of insurance being purchased.

ARTICLE IX
MAINTENANCE AND REPAIR

Except as specifically provided in Article X below, with respect to damage or destruction, the general
maintenance and repair of the Melrose Club shall be performed as follows:
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9.1 Repair by Association. The Association shall be responsible at its sole cost and
expense, for the maintenance, repair and replacement or restoration of the Melrose
Club. The responsibility of the Association shall include, without limitation, the
maintenance, repair and replacement of all structures, Common Furnishings,
landscaping, golf courses, tennis courts, drainage facilities, shore line and beach areas,
utility lines and facilities and private roadways, driveways and walkways within the
Melrose Club.

9.2 Liability of the Association. The Association shall not be liable for injury or
damage to a person or property caused by the elements, by any Owner or by any other
person, or resulting from any utility, rain, snow, ice or flood water which may leak or
flow from any portion of the Melrose Club or from any pipe, drain, conduit, appliance
or equipment, the responsibility for the maintenance of which is that of the
Association, nor shall the Association be liable to any Owner for loss or damage, by
theft or other wise, of any property which may be located within the Melrose Club. No
diminution or abatement of assessments shall be claimed or allowed by reason of any
alleged failure of the Association to take some action or perform some function
required to be taken or performed by the Association under this Declaration, or for
inconvenience or discomfort arising from the making of repairs or improvements
which are the responsibility of the Association, or from any action taken by the
Association to comply with any law, ordinance, order or directive of any municipal or
other government authority

ARTICLE X
DAMAGE OR DESTRUCTION

10.1 Determination to Repair, Reconstruct or Rebuild. As soon as practicable
following any damage to or destruction of arty portion of the Melrose Club covered by
insurance maintained by the Association, the Board of Directors shall proceed with the
filing and adjustment of all claims arising under such insurance as a result of such
damage or destruction and shall obtain reliable and detailed estimates of the cost of
repairing or restoring such portion of the Melrose Club to substantially the same



condition in which it existed prior to the occurrence of such damage or destruction.

In the event the damage or destruction was caused by the intentional or negligent act
or omission of an Owner or Designated User or Guest, the cost of such repair or the
amount of such deficiency shall be a personal charge and paid by such Owner.

10.2 Obligation to Repair. Any damages to or destruction of any portion of the
Melrose Club shall be repaired, reconstructed or rebuilt unless the Owners to which at
least two-thirds (2/3) of the votes of the Association are allocated shall determine,
within ninety (90) days after the occurrence of such damage or destruction, not to
repair, reconstruct or rebuild the same: provided, however, that during such time as
Declarant owns one or more Unit Interests in the Melrose Club primarily for the
purpose of sale, any such determination not to repair, reconstruct or rebuild shall
require the agreement of Declarant and of the Owners to which at least two-thirds
(2/3) of the votes in the Association are allocated exclusive of the votes appertaining
to Unit Interests owned by Declarant.

10.3 Repair, Reconstruction and Rebuilding. All of the work of repairing,
reconstructing or rebuilding any portion of the Melrose Club, the damage to or
destruction of which resulted in the payment of any insurance proceeds under any
insurance policy maintained by the Association, shall be the responsibility of the
Association, and shall be performed under the supervision of the Board of Governors.
In discharging such supervisory responsibility, the Board of Governors shall be
authorized, but shall not be obligated, to employ as its agent or consultant such
building supervisors or architects as the Board of Governors shall determine. Any fees
which shall be payable to any such building supervisor or architect as shall be
employed by the Board of Governors shall be a common expense of the Association.
Any repair, reconstruction or rebuilding of any portion of the Melrose Club shall be
substantially in accordance with the plans and specifications for the damaged or
destroyed property prior to the occurrence of such damage or destruction, or in
accordance with such different plans and specifications as may be approved by the
Board of Governors and the Owners to which at least two-thirds (2/3) of the votes of
the Association are allocated. The cost of repairing, reconstructing or rebuilding such
portion of the Melrose Club shall be paid with any insurance proceeds which shall be
paid to the Association on account of such damage or destruction. If such insurance
proceeds, together with any amount as may be available from any reserve funds
maintained by the Association for such purposes, are not sufficient to defray such
costs of such repairing, reconstructing or rebuilding, then the Board of Governors shall
levy an assessment against all of the Owners to raise the excess funds necessary to
defray such costs, which assessment shall not be subject to approval by the Owners.

10.4 Property Not Restored. In the event it is determined in accordance with the
provisions of this Article X, that any portion of the Melrose Club shall not be repaired,
reconstructed or rebuilt, then any insurance proceeds paid to the Association on
account of such damage or destruction shall be applied as common profits as set forth
in Section 7.4.3 above.

10.5 The provisions of this Article X are intended to benefit and protect mortgagees as
well as unit Owners and may be enforced by any mortgagee.



ARTICLE XI
ENFORCEMENT OF RESTRICTIONS

PROVISIONS TO 11.1 Effect of Provisions of These Covenants. Each unit Owner, their successors,
ENFORCE THIS heirs and assigns, and all others who take an interest in the Property and the Melrose
DOCUMENT Club do promise, covenant and undertake to comply with each provision of these
Covenants, which provisions:

(a) shall be considered incorporated in each deed or other instrument by which
any tight, title or interest in the Property is granted, devised or conveyed, whether or
not set forth or referred to in such deed or other instrument;

(b) shall, by virtue of acceptance of any right, title or interest in the Property by a
unit Owner, or the Association, (i) be deemed accepted, ratified, adopted and declared
as a personal covenant of the unit Owner or the Association, and (d) be deemed a
personal covenant to, with and for the benefit of Declarant, the Association and any
other unit Owner:

(c) shall be deemed a real covenant by Declarant for itself, successors and assigns
and also an equitable servitude, running in each case, as both burdens and benefits
with and upon the title to each Unit Interest within the Property and as a real covenant
and also as an equitable servitude, shall be deemed a covenant and servitude for the
benefit of any real property now or hereafter owned by Declarant within or contiguous
to the Property and for the benefit of any and all other real property within the
Property: and

(d) shall be deemed a covenant, obligation and restriction secured lien binding, and
burdening and encumbering the title to each Unit Interest within the Property which
lien, with respect to any respective Unit Interest within the Property, shall be deemed a
lien in favor of Declarant and the Association, jointly and severally.

11.2 In General. In addition to the other enforcement rights and sanctions available to
the Association herein, in the event that any Owner or Designated User should fail to
comply with any of the provisions of this Declaration, the By-Laws and the General
Policies and Guidelines, the Association or any other Owner(s) shall have full power
and authority to enforce compliance with this declaration, the By Laws and the
General Policies and Guidelines in any manner provided for herein by law or in equity
including, without limitation, bringing (a) an action for damages, (b) an action to
enjoin any violation or specifically enforce the provision of this Declaration, the By-
Laws and the General Policies and Guidelines, and (c) an action to enforce the liens
provided for herein and any statutory liens provided by law, including the foreclosure
of any lien and the appointment of a receiver for an Owner. In the event the
Association or any Owner(s) shall employ art attorney to enforce any provisions of
this Declaration, the By-Laws or the General Policies and Guidelines against any
Owner, the party engaging the attorney shall be entitled to recover from the Owner
violating any such provision(s) reasonable attorneys’ fees and costs in addition to any
other amounts as provided for herein. All sums payable hereunder by an owner shall
bear interest at twelve (12%) percent per annum, or such other rate of interest as the
Board of Governors may from time to time establish unless otherwise specified herein,
from the date hereof, or if advanced or incurred by the Association, or any other
Owner pursuant to authorization contained in this Declaration, commencing ten (10)
days after repayment is requested. All enforcement powers of the Association shall be
cumulative. Each Owner by accepting a deed shall be deemed to have covenanted and
agreed that the Association should have all of the rights, powers and remedies set forth
in this Article and elsewhere in this Declaration.
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ARTICLE X
RIGHT OF REPURCHASE

12.1 By accepting a deed to a Unit Interest in the Melrose Club, each Owner
acknowledges and, agrees that in the event that he or she desires to sell his or her Unit
Interest in the Melrose Club to any person other than his/her natural or legally adopted
children, it shall be offered for sale to Declarant for the same price at which the
highest bona fide offer has been made for the Unit Interest, and Declarant shall have
fifteen (15) days within which to notify the Owner of its interest to exercise its option
(“First Option™) to purchase the Unit Interest at this price: in the event that Declarant
fails to notify Owner of its intention to exercise its repurchase option within fifteen
(15) days. Owner shall, thereafter, likewise notify the Association in the same manner.
The Association shall likewise have fifteen (15) days from the receipt of said
notification within which to notify Owner of its intention to exercise its option
(“Second Option”). Should Declarant, first, fail or refuse to exercise its First Option as
set forth herein, and second, should the Association fail or refuse to exercise its
Second Option as set forth herein, then Owner shall have the right to sell his or her
Unit Interest subject to all Covenants, Restrictions, Limitations and Affirmative
Obligations of record binding this Declaration, Upon the exercise of either the First or
Second Option hereunder, the sale/purchase of the Unit Interest shall take place within
fifteen (15) days following the date of the notice to Owner that either option is being
exercised. Nothing contained in this Paragraph shall be construed to impair the right of
foreclosure of a mortgage on said Unit Interest. This provision and obligation shall
only apply to unit Owners that are successors in title to Declarant

ARTICLE XIII
GENERAL POLICIES AND GUIDELINES

13.1 Adoption arid Amendment. As provided in Article V hereof, the Association
shall have the right from time to time to promulgate General Policies and Guidelines
governing the use of the facilities of the Melrose Club, to amend any existing policies
and guidelines governing such use, to establish arid collect use rates and fees for the
club facilities, to enforce any such policies and guidelines and to establish penalties
for the violation of any such policies and guidelines. The Association shall deliver to
each Owner a copy of all policies and guidelines (or amendments thereto) adopted
from time to time by the Association at least thirty (30) days prior to the effective date
thereof. Notwithstanding any provision hereof to the contrary, the initial General
Policies and Guidelines governing the use of the facilities of the Melrose Club shall be
in the form attached hereto and made a part hereof.

13.2 Suspension of Privileges. Any Owner who knowingly and willfully persists in
the violation of the General Policies and Guidelines of Melrose as prescribed and
adopted by the Association shall, in addition to the other penalties and sanctions set
forth herein, upon three-fourths (3/4) vote of the members of the Board of Governors,
be subject to either or both of the following:

(a) Suspension of voting rights appurtenant to his or her Unit Interest;
(b) Suspension of rights to use the Melrose Club and/or its facilities.
The Board of Governors shall determine the amount of time of any such suspension,
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or the conditions of any other penalties authorized hereunder. In accepting a deed for a
Unit Interest and the membership appurtenant thereto, each Owner expressly agrees to
abide by and be bound by any decision of the Board of Governors as set forth in this
Section 13.2.

ARTICLE XIV
GENERAL PROVISIONS

14.1 Right to Amend Covenants. Declarant specifically reserves to itself the right to
amend this Declaration on its own motion from the date hereof until January 1, 2000,
for the purpose of making technical changes to eliminate or clarify conflicting
provisions.

In addition, until January 1, 2000, Declarant reserves the limited right to make
changes in these Covenants, requested by lending agencies or title insurance
companies in order that clearer title can be conveyed to unit Owners and to remove
any restraints on alienation adversely affecting the issuance of, or cost of, title
insurance. Moreover, Declarant further reserves for said period the right to amend the
Covenants as necessary in order to comply with the requirements and guidelines of
such agencies as the Federal National Mortgage Association and similar Federal or
quasi-Federal agencies involved in mortgage financing programs.

14.2 Amendment. Except as expressly otherwise provided herein, this Declaration
may be amended at arty time and from time to time upon the agreement of Owners to
which at least two-thirds (2/3) of the votes of the Association are allocated: provided,
however, that during such time as Declarant owns one or more Unit Interests in the
Melrose Club primarily for the purpose of sale, any amendment to this Declaration
shall require the agreement of Declarant and of the Owners to which at least two-
thirds (2/3) of the votes in the Association are allocated, exclusive of the votes
appertaining to Unit Interests owned by Declarant. Agreement of the required majority
of Owners to any amendment of this Declaration shall be evidenced by their execution
of the amendment, or, in the alternative, and provided that Declarant does not then
have the right to appoint and remove members of the board of Governors or Officers,
the sworn statement of the President, any Vice President or Secretary of the
Association, attached to or incorporated in an amendment executed by the
Association, in which sworn statement it is stated unequivocally that agreement of the
required majority of Owners was otherwise lawfully obtained. Any such amendment
of this Declaration shall become effective only when recorded or at such later date as
may be specified in the amendment itself.

14.3 Eminent Domain. In the event that all or part of the Melrose Club shall be taken
by any authority having the power of eminent domain, the award for such
condemnation shall be allocated to the Owners proportionately. If any portion of the
Melrose Club is made the subject matter of any condemnation or eminent domain
proceeding or is otherwise sought to be acquired be a condemning authority, then all
first mortgages of Unit Interests will be entitled to timely written notice of any such
proceeding or proposed acquisition, and no provision of this Declaration or of any
other instrument relating to the Unit Interests in the Melrose Club will entitle any
Owner or other person to priority over any mortgagee with respect to the distribution
of the proceeds of any award or settlement relating to the Melrose Club.

14.4 Duration. The provisions of this Declaration shall run with and bind the land,
shall be binding upon and inure to the benefit of all Owners, their heirs, executors,



WITH THE LAND

legal representatives, successors and assigns, and shall be and remain in effect
perpetually to the extent permitted by South Carolina law; provided, however, that so
long as South Carolina law limits the period during which covenants restricting lands
to certain uses may run, any provisions of this Declaration affected thereby shall run
with and bind the land so long as permitted by such law, and it shall be the duty of the
Board of Governors to cause this Declaration to be amended of record when necessary
by filing a document bearing the signatures of Owners having a majority of the votes
in the Association reaffirming and newly adopting such provisions in order that the
same may continue to be covenants running with the land of the Melrose Club. Such
adoption by a majority shall be binding on all. Every Owner, by acceptance of a deed
or other conveyance of a Unit Interest, thereby irrevocably agrees that such provisions
of this Declaration may be renewed and extended as provided in this Section 14.4.

14.5 Use of Trademark. Each Owner or Lessee, by acceptance of a deed to any lands,
tenements or hereditaments within the Property hereby acknowledges that “Melrose”
and “Melrose Club” are service marks and trademarks of Declarant. Each Owner or
Lessee agrees to refrain from misappropriating or infringing these service marks or
trademarks.

14.6 Recording of Additional Restrictions. No Owner may impose additional
restrictive covenants on the Property beyond those contained in this Declaration
without consent of Declarant.

14.7 Terminology. All personal pronouns used in this Declaration, whether used in
the masculine, feminine or neuter gender, shall include all other genders; the singular
shall include the plural, and vice versa. Titles of articles and sections are for
convenience only and neither limit nor amplify the provisions of this Declaration, and
all references herein to articles, sections or subsections shall refer to the corresponding
articles, sections or subsections of this Declaration unless specific reference is made to
articles, sections or subsections of another document or instrument.

14.8 Severability. If any provisions of this Declaration or the application thereof to
any person or circumstance shall be invalid or unenforceable to any extent, the
remainder of this Declaration and the application of such provisions to other persons
or circumstances shall not be affected thereby and shall be enforced to the greatest
extent permitted by law.

14.9 Duty of Owners to Inform the Association of Current Address. Each Owner
shall have the affirmative duty and obligation to inform the Association in writing of
any change of the Owner’s current address, and any failure of the Owner to receive
any information from the Association at the correct address of the Owner. No Owner
may be excused from his obligations established in these Covenants if the Association
mailed an assessment bill, statement or notice to the last address of said Owner which
is recorded on the books of the Association and for which the Association has not
received the Owner’s current address or notice of change of ownership from the
Owner.

14.10 Protection of Mortgagee and Other Encumbrances. No violation or breach
of, or failure to comply with any provision of this Declaration and no action to enforce
any such provision or to prevent a violation shall affect, defeat, render invalid or
impair the lien of any mortgage, deed of trust or other lien on any property if such lien
or deed of trust is taken in good faith and for value and is recorded prior to the time an
instrument describing such property and listing the name of the owners of fee simple
title to the property and giving notice of a claimed violation, breach or failure to
comply with the provisions of this Declaration is recorded. Any such violation, breach



or failure to comply by Declarant, the Association or other Owner shall not affect,
defeat, render invalid or impair the title or interest of the holder of any such mortgage,
deed of trust or other lien or title or interest acquired by any purchaser upon
foreclosure of any such mortgage, deed of trust or other lien, nor shall the former
Owner’s violation, breach or failure to comply result in any liability, personal or
otherwise, to any mortgage holder or new Owner resulting from foreclosure. Any such
new Owner on foreclosure shall, however, take subject to this Declaration with the
exception of the former Owner’s violations or breaches of, or failures to comply with,
any provisions of this Declaration which occurred prior to the vesting of fee simple
title in such new Owner, and such prior acts shall not be deemed breaches or
violations hereof or failures to comply herewith with respect to such new owners, his
heirs, personal representatives, successors or assigns: provided, however, that any
action of the new Owner, after taking title to, or possession of, such Unit Interest,
which constitutes a violation shall cause such new Owner to be subject to all
assessments, charges, restraints, restrictions, burdens and obligations under the
Covenants.

IN WITNESS WHEREOF, Declarant has executed this Declaration under seal as of the day and year first above
written.

SIGNED, SEALED AND DELIVERED THE MELROSE GROUP LLMITED
IN THE PRESENCE OF: PARTNERSHIP
a South Carolina Limited Partnership

By: The Melrose Company, Inc.
Its General Partner

By:

Attest:
STATE OF SOUTH CAROLINA ) PROBATE
COUNTY OF BEAUFORT ;

PERSONALLY appeared before me the undersigned witness, who, on oath says that s/he saw the within named
MELROSE GROUP LIMITED PARTNERSHIP, by THE MELROSE COMPANY. INC., its general partner,
sign, seal and, as its act and deed, deliver the within written Instrument, and that s/he, with the other witness
whose signature appears above, witnessed the execution thereof.

SWORN TO bhefore me this
day of , 1985.

Notary Public for South Carolina
My Commission Expires:




FIRST AMENDMENT TO
COVENANTS, CONDITIONS AND RESTRICTIONS
FOR THE MELROSE CLUB

THIS FIRST AMENDMENT TO COVENANTS, CONDITIONS AND RESTRICTIONS FOR THE
MELROSE CLUB (“Amendment”) executed this 14th day of March, 1990 by THE MELROSE CLUB
OWNERS’ ASSOCIATION, INC., a South Carolina non-profit association (“Association”) and THE
MELROSE GROUP LIMITED PARTNERSHIP, a South Carolina Limited Partnership (“Declarant”).

WITNESSETH:

WHEREAS, Declarant is the developer of certain real property located on Daufuskie Island, Beaufort County,
South Carolina, which real property is more fully described as a Three Hundred (300) acre tract of land and is
more fully described on a plat thereof recorded in Plat Book 33 at Page 101 in the records of the Office of the
Registrar of Mesne Conveyance for Beaufort County, South Carolina (said real property, together with all
improvements now or hereafter located thereon and all appurtenances thereunto belonging, being hereinafter
referred to as the “Melrose Club”); and

WHEREAS, Declarant did file that certain Declaration of Covenants, Conditions and Restrictions for The
Melrose Club dated October 10, 1985 as filed in Deed Book 432 at Page 861 in the Office of the Registrar of
Mesne Conveyance for Beaufort County, South Carolina on October 18, 1985 (“Covenants™), said Covenants
encumbering the property known as The Melrose Club; and

WHEREAS, Section 14.2 of said Covenants grants to the Association the right to amend the Covenants upon
the agreement of Owners to which at least two-thirds (2/3) of the votes of the Association are allocated, said
agreement or consent to be attached to or incorporated in, an amendment executed by the Association; and

WHEREAS, the Amendment procedure contained in section 14.2 also contains the requirement that Declarant,
as long as it owns one or more Unit Interests in the Melrose Club primarily for the purpose of sale, agree to
such amendment; and

WHEREAS, Association, having received the affirmative vote of Owners’ to which at least two-thirds (2/3) of
the votes of the Association are allocated, said consent evidenced by the attachment hereto, and incorporation
herein as Exhibit “A”, of the Notice of Proposed Amendment and Statement of Board of Governors of The
Melrose Club Owners’ Association, Inc. containing the signatures of Owners to which in excess of two-thirds
(2/3) of the votes of the Association are allocated, and with the approval and agreement of Declarant, desires to
amend the Covenants pursuant the Section 14.2 of the Covenants as set forth below;

NOW, THEREFORE, the Covenants are hereby amended as follows:

1. Section 1.5 is hereby amended by adding the following new definition, to wit:

1.5.1 “CORPORATE MEMBERS” shall mean bona fide corporations, partnerships, trusts or
other legal entities which either become Owners and pay to Declarant the price established by
Declarant for Corporate Membership on or after February 1, 1990 or which are currently Owners
and pay to the Club the price established by Declarant for a change to Corporate Membership on
or after February 1, 1990. In no event shall more than One Hundred (100) Unit Interests acquired
prior to February 1, 1990 be eligible at any one time for status as a Corporate Membership.

2. Section 1.9 is hereby amended by adding the following new definition to wit:

1.9.1 “CORPORATE DESIGNATED GUESTS” shall mean those persons and their spouse
designated by a Corporate Member’s Designated Member at the beginning of each calendar year
to have the same benefits of use and enjoyment of The Melrose Club facilities for that calendar
year as a Designated Member except such Corporate Designated Guest(s) shall not have the right
to make reservations for accommodations more than thirty (30) days in advance of arrival, shall
not have the right to send unaccompanied Guests, shall not have privileges for their children
between ages twenty-five (25) to thirty-five (35), shall not have the right to day privileges (they




must be registered overnight to receive any privileges) and shall not have membership in the
Association nor the right to vote or to serve on the Board of Governors of the Association. Each
Designated Member shall only be allowed to designate three (3) Corporate Designated Guests
per year. The annual assessment payable for each Corporate Designated Guest shall be one-half
of the annual assessment charged that year to Owners. Only individuals named by Corporate
Members’ Designated Members shall be eligible as Corporate Designated Guests.

3. Section 4.1 is hereby amended to read as follows, to wit

4.1 “OWNERSHIP.” A Unit Interest may be owned by an individual, a husband and wife
jointly, a corporation, partnership, trust or other legal entity. Where ownership is other than
individual or husband and wife jointly, the ownership entity shall, at the beginning of each year,
designate an individual who will be the ‘Designated Member’ for that year. Any entity owner
which shall qualify as a “Corporate Member” shall, at the beginning of each year, have the right
to designate up to three (3) individuals who will be “Corporate Designated Guests” for that year
pursuant to the provisions hereof.

4, Section 4.3 is hereby amended to read as follows, to wit:

4.3 “CONVEYANCE.” No person owning a Unit Interest shall sell or convey less than all of his
Unit Interest. Any sale of less than all of a Unit Interest shall be null and void and of no force
and effect. Furthermore, no Unit Owner of Designated Member who is also a Corporate Member
may sell, assign, convey or otherwise transfer any of its three (3) annual Corporate Designated
Guest rights, which rights may not be separated from the Unit Interest and are hereby declared to
be non-transferable by the Owner, the Designated Member or the Corporate Designated Guest.

5. Article XIV, General Provisions is hereby amended to add the following new provision,
to wit:
14.11 “*CONFLICTING LANGUAGE.” Any language contained in this First Amendment to
Melrose Covenants which is in conflict with any other Covenants provision not expressly
amended hereby, shall hereby amend such Covenants provision by implication so as to uphold
the intent of new Sections 1.5.1 and 1.9.1. Likewise, if this first Amendment creates any
ambiguities as to other provisions of the Covenants, such ambiguities shall be resolved so as to
uphold the intent of Sections 1.5.1 and 1.9.1.




IN WITNESS WHEREOF, Association and Declarant have executed this Amendment under seal
as of the day and year first above written.

ASSOCIATION:
WITNESSES: THE MELROSE CLUB OWNERS
ASSOCIATION, INC.
By:
Attest:
DECLARANT:
WITNESSES: THE MELROSE GROUP LIMITED

PARTNERSHIP
By: THE MELROSE COMPANY, INC.
Its General partner

By:

Attest:




STATE OF SOUTH CAROLINA ) PROBATE

COUNTY OF BEAUFORT g

PERSONALLY appeared before me the undersigned witness, who, on oath says that s/he saw the within
named MELROSE CLUB OWNERS’ ASSOCIATION, INC., by its appropriate officers, sign, seal and, as its
act and deed, deliver the within written Instrument, and that s/he, with the other witness whose signature
appears above, witnessed the execution thereof.

SWORN TO before me this
day of , 1990.

Notary Public for South Carolina
My Commission Expires:

STATE OF SOUTH CAROLINA ) PROBATE
COUNTY OF BEAUFORT g

PERSONALLY appeared before me the undersigned witness, who, on oath says that s/he saw the within
named THE MELROSE GROUP LIMITED PARTNERSHIP by THE MELROSE COMPANY, INC., its
General Partner, by its appropriate officers, sign, seal and, as its act and deed, deliver the within written
Instrument, and that s/he, with the other witness whose signature appears above, witnessed the execution
thereof.

SWORN TO before me this
day of , 1990.

Notary Public for South Carolina
My Commission Expires:




EXHIBIT “A”

The original Notice of Proposed Amendment and Statement of Board of Governors of the Melrose Club
Owners Association, Inc., documents, as executed by 938 owners of Melrose Club Undivided Interests, as well
as an alphabetical index thereof, are attached hereto.



