ARTICLE TWELVE: MORTGAGE PROTECTION

Section Opne: Mortgagees. Notwithstanding and prevailing over any other provisions
of the Declaration, the Association’s Articles of Incorporation or Bylaws, or any rules,
regulations or management agreements, the following provisions shall apply to and benefit
each Institutional First Mortgagee (“Mortgagee”) which holds a Mortgage given for the
purpose of obtaining funds for the construction or purchase of a Housing Unit on any Lot or
the improvement of any Lot.

Section Two: Liability Limited. The Mortgagee entitled to the protection hereof shall
not in any case or manner be personally liable for the payment of any assessment or charge,
nor for the observance or performance of any covenant, restriction, rule, Association Article
of Incorporation or Bylaw, or management agreement, except for those matters which are
enforceable by injunctive or other equitable relief, not requiring the payment of money, except
as hereinafter provided.

Section Three: Mortgagees’s Rights During Foreclosure. During the pendency of any
proceeding to foreclose the Mortgage, the Mortgagee or the receiver, if any, may exercise any
or all of the rights and privileges of the Owner of the mortgaged Lot, including but not limited



to the right to vote as a Member of the Association to the exclusion of the Owner’s exercise
of such rights and privileges.

Section Four: Acquisition of Lot by Mortgagee. At such time as the Mortgagee shall
become entitled to possession of the Lot, the Mortgagee shall be subject to all of the terms and

conditions of the Declaration, and the Articles, Bylaws, rules and regulations of the
Association, including but not limited to the obligation to pay for all assessments and charges
accruing thereafter, in the same manner as any Owner; provided, however, the Mortgagee shall
acquire the title to said Lot free and clear of any lien authorized by or arising out of any
provisions of the Declaration which secure the payment of any assessment for charges accrued
prior to the date the Mortgagee became entitled to possession of the Lot.

Section Five: Reallocation of Unpaid Assessment. If it is deemed necessary by the
Association, any unpaid assessment against a Housing Unit foreclosed against may be treated
as a common expense of other Lots. Any such unpaid assessment shall continue to exist as
a personal obligation of the defaulting Owner of the respective Lot to the Association.

Section Six: Subordination. The liens for assessments provided for in this instrument
shall be subordinate to the lien of any Mortgage, or other security interest placed upon a Lot
or Housing Unit as a construction loan security interest or as a purchase price security interest,
and the Association will, upon demand, execute a written subordination document to confirm
the particular superior security interest.

Section Seven: Mortgagee’s Rights. Any Mortgagee shall have the right on request
therefor to (a) inspect the books and records of the Association during normal business hours;
(b) receive an annual audited financial statement of the association within (90) days following
the end of any fiscal year; and (c) receive written notice of all meetings of the Association and
designate a representative to attend all such meeting.

Section Eight: Limitation on Abandonment of Common Areas. The Association shall
not, without the prior written approval of sixty-seven percent (67%) of the Mortgagees, seek
to abandon the Common Areas for reasons other than substantial destruction or condemnation
of the property.

Section Nine: Notice. If such notice has been requested in writing, Mortgagees shall
be entitled to timely written notice of: (a) substantial damage or destruction of any Housing
Unit or any part of the Common Areas or facilities; (b) any condemnation or eminent domain
proceedings involving any Housing Units or any portion of Common Areas or facilities; (c)



any default under this Declaration or the Articles, Bylaws or rules and regulations of the
Association by an Owner of any Housing Unit on which it holds the mortgage which is not
cured within thirty (30) days; (d) any sixty (60) day delinquency in the payment of
assessments or charges owed by the Owner of any Housing Unit on which it holds the
mortgage; () ten (10) days’ prior written notice of any lapse, cancellation or material
modification of any insurance policy or fidelity bond maintained by the Association; and (f)
any proposed action that requires the consent of a specific percentage of Mortgagees.



