BY-LAWS
OF
THE MAGNOLIAS OWNER’S ASSOCIATION, INC,,
AN ALABAMA NON-PROFIT CORPORATION

WHEREAS, these By-Laws are hereby established in pari materia with the Articles of
Incorporation of The Magnolias Owners Association, Inc., an Alabama non-profit corporation,
hereinafter referred to as the “Articles,” a corporation organized and incorporated for the purpose of
the management of The Magnolias, a subdivision, situated in Fairhope, in Baldwin County,
Alabama, hereinafter referred to as the “Subdivision,” and developed by Harless Development
Company, Inc., an Alabama corporation, hereinafter referred to as the “Developer.”

AND WHEREAS, the words used in these By-Laws shall have the same meaning as set
forth in the Declaration of Rights, Easements, Covenants, Conditions, Affirmative Obligations and
Restrictions Applicable to The Magnolias, a subdivision, hereinafter referred to as the “Declaration,”
as same may be amended, renewed, or extended from time to time, unless the context shall prohibit.

WHEREFORE, the Developer does hereby establish the following By-Laws, to-wit:

ARTICLE I
NAME AND PRINCIPAL OFFICE

1.01. Name. The name of the Association shall be The Magnolias Owner’s Association,
Inc., hereinafter referred to as the “Association.”

1.02.  Principal Office. The principal office of the Association in the State of Alabama
shall be located at 2924 NORMANDY PLACE, TUSCALOOSA, ALABAMA 35406. The
Association may have such other offices, either within or without the State of Alabama, as may be
determined by the Board of Directors of the Association, hereinafter referred to as the “Board.”

ARTICLE Il
THE ASSOCIATION

2.01. Membership. The Association shall have only one class of membership, and the
qualification for same shall be the ownership of a lot in the Subdivision.

2.02. Member Defined. Member, as used herein, shall mean a lot owner in good standing.

2.03. Place of Meetings. Meetings of the Association shall be held at such suitable place
convenient to the Members within the Subdivision or as may be otherwise designated by the Board.

2.04. First Meeting. The first meeting of the Members shall be held when the Developer
relinquishes control of the Subdivision, but not later than within Sixty (60) days after the Developer
has conveyed the last lot to an owner other than the Developer.

2.05. Annual Meeting. The regular annual meeting of the Members shall be set by the
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Board and shall be set no later than ninety (90) days after the close of the Association’s fiscal year.
Subsequent regular annual meetings shall be held within thirty (30) days of the same day of the same
month of each year thereafter at a time set by the Board.

2.06. Proviso. During the period of Developer control of the Association, the Developer
shall not be required to hold said annual meetings.

2.07. Special Meetings. Subject to giving proper notice as required herein, the President
may call a special meeting at anytime, and if so directed by resolution of a majority of the Board or
upon a petition signed by Members representing at least one-third (1/3) of the total eligible votes of
the Association, it shall be the duty of the President to call a special meeting of the Association. No
business shall be transacted at a special meeting except as stated in the notice.

2.08. Notice of Meeting. Notice of any regular or special meeting shall be given to the
voting members, and said notice shall be in writing and state the place, day, hour, and purpose of the
meeting. Said notice shall be delivered, either personally or by mail, to each voting Member entitled
to vote at such meeting, not less than ten (10) days or more than fifty (50) days before the date of
such meeting, by or at the direction of the President or the Secretary. If mailed, said notice shall be
deemed to be delivered when deposited in the United States mail addressed to the VVoting Members
at his address as it appears on the records of the Association, with postage thereon prepaid.

2.09. Waiver of Notice. Any voting Member may, in writing, waive notice of any meeting
of the voting Members, either before or after such meeting, and such waiver shall be deemed the
equivalent of proper notice. Attendance at any meeting by a voting Member or proxy holder shall
be deemed as a waiver by such voting Member, unless such member specifically objects to lack of
proper notice at the time the meeting is called to order or before any business is put to a vote.

2.10. Quorum. Except as may otherwise be provided in these By-Laws and the
Declaration, the presence in person or by proxy of the voting Members representing one-third (1/3)
of the total vote of the Association shall constitute a quorum at all meetings of the Association.

2.11. Lack of Quorum. If a quorum is not present at any meeting of the Association, a
majority of the voting Members who are present at such meeting, either in person or by proxy, may
adjourn the meeting to a time not less than five (5) days or more than thirty (30) days from the time
the original meeting was called. If such new time and place for reconveying the meeting is not
fixed by those in attendance at the original meeting, such notice of the time and place for
reconvening the meeting shall be given to the voting Members as required herein for any regular or
special meeting.

2.12. Withdrawal From Meeting. Atany duly called or held meeting at which a quorum is
present, the voting Members may continue to do business until adjournment, and said meeting may
continue notwithstanding the withdrawal of enough voting Members to leave less than a quorum;
however, if at any time during said meeting less than twenty-five percent (25%) of the total voting
Members or their alternates are not present in person or proxy, no action taken shall be taken which
requires the approval of a majority of the Members necessary to constitute a quorum.

2.13. Reconvened Meeting. Atany reconvened meeting at which a quorum is present, any

IMoye 2 op 12



business which might have been transacted at the meeting originally called may be transacted.

2.14. Proxies. Voting Members may vote by proxy, provided said proxy is in a proper
form and signed by the voting Member and is deposited with the Secretary of the Association, or
deposited with the person designated by the Board to accept said proxies. Any such proxy shall be
specifically for the meeting for which the proxy is presented for acceptance.

2.15. Conduct of Meetings. The President shall preside over all meetings of the
Association, and the Secretary shall keep the minutes of the meeting and record in a minute book all
business conducted and resolutions adopted at the meeting.

2.16. Action Without a Meeting. Any action required by law to be approved at a meeting
of the voting Members, may be taken without a formal meeting if all of the voting Members entitled
to vote with respect to the subject matter thereof consent in writing. Such written consent shall have
the same force and effect as a unanimous vote of the voting Members.

ARTICLE I
BOARD OF DIRECTORS

3.01. Generally. The affairs of the Association shall be governed by a Board of Directors,
referred to previously and hereafter as the “Board,” consisting of at least three (3) persons, but not
more than Five (5) persons, and each such Director shall have one vote.

3.02. Initial Board. The Developer shall appoint the initial Board consisting of Three (3)
members, and said initial Directors do not have to be lot owners and shall be identified in the
minutes of the first meeting of the Board. The Developer shall continue to select such Directors
and such Directors shall serve at the discretion of the Developer until the Developer surrenders
control of the Association to the lot owners. Thereafter, all Board members shall be voting
Members or spouses of such Members; however, no such Member and such Member’s spouse may
serve on the Board at the same time.

3.03. Election of Directors. Upon relinquishment of control of the initial Board by the
Developer, all Directors shall be approved by the Association. Nominations for election to the
Board shall be made by a Nominating Committee appointed by the Board, and said Committee shall
consist of a Chairman, who shall be a member of the Board, and two (2) or more voting Members of
the Association. The Committee shall be appointed by the Board not less than thirty (30) days prior
to each annual meeting of the voting Members, and such appointment shall be announced at each
such annual meeting. The Committee shall serve from the close of such annual meeting until the
close of the next annual meeting. The Committee shall make as many nominations for election to
the Board as the Committee shall in its discretion determine, but in no event less than the number of
vacancies or terms to be filled. Nominations shall also be permitted from the floor during the said
regular annual meeting. All candidates, whether nominated by the Committee or from the floor,
shall have a reasonable opportunity at such annual meeting to communicate their qualifications to
the Members and to solicit votes prior to the vote by the Membership.

3.04. Term of Office. If the Association determines the Board shall consist of three (3)
Directors, the initial term of one (1) Director shall be fixed at one (1) year, and the initial term of
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two (2) Directors shall be fixed at two (2) years. |If the Board consists of four (4) or more Directors,
at least two (2) Directors shall have concurrent terms of two (2) years. Thereafter, upon the
expiration of the initial term of office of each said initial Director, the successor of each said initial
Director shall serve for a term of two (2) years. Each member of the Board shall hold office until
such member’s respective successor has been elected by the Association.

3.05. Death or Resignation of Director. Inthe event of death, resignation, or removal of a
Director elected by the Association, such Director’s successor shall be selected by a majority of the
remaining members of the Board and shall serve for such Director’s unexpired term.

3.06. Removal of Directors. Any Director appointed by the Board or duly elected by the
Association may be removed from office prior to the expiration of his or her term, with or without
cause, upon the majority vote of the voting Members at a meeting properly called for such purpose.
Any Director whose removal is sought shall be given notice prior to any meeting called for that
purpose. Any Director appointed by the Developer may only be removed by the Developer.

3.07. Voting Procedure for Directors. The first election of the Board shall be conducted at
the first meeting of the Association, after Developer surrenders control. At such election, the Voting
Members may cast one vote, in respect to each vacancy. The persons receiving the largest number
of votes shall be elected. Nothing to the contrary withstanding, the Developer shall be allowed to
appoint one Director to the Board as long as the Developer owns a lot in the subdivision.

3.08. Appointment By Developer. The Developer shall have the right to appoint at least
two (2) members of the Board until such time as the Developer has surrendered control of the
Association to the Members.

3.09. Regqular Meetings. Regular meetings of the Board may be held at such time and
place as shall be determined by a majority of the Directors, but at least two (2) such meetings shall
be held during each fiscal year with at least one every six (6) months. The first meeting of the newly
elected Board following each regular annual meeting of the membership shall be held within ten (10)
days after such meeting at such time and place as shall be fixed by the Board.

3.10. Special Meetings. Special meetings of the Board shall be held when called by a
written notice signed by any Officer of the Association, or by any two (2) Directors.

3.11. Notice of Meetings. Notice of the date, time and place of any meeting of the Board,
regular or special, shall be given to Directors not less than four (4) days prior to any such meeting,
and such notice shall specify the date, time and place of the meeting and the nature of any special
business to be considered and shall be given to each Director by one of the following methods, to-
wit: (i) by personal delivery; or (ii) by written notice by first class mail, postage prepaid; or (iii) by
telephone communication directly to the Director; or (iv) by facsimile; or (v) by telegram, charges
prepaid. All notices shall be sent to the Director’s address, telephone, and facsimile number as
submitted to the Secretary of the Association and shown on the Association’s records.

3.12. Waiver of Notice. Any Director may waive notice of any meeting of the Board by
executing a written consent to holding such meeting, and such consent is entered in the minutes.
Said waiver or consent need not specify the purpose of the meeting.
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3.13. Attendance Deemed Waiver. Notice of a meeting shall also be deemed given to any
Director who attends the meeting without protesting the lack of notice before the meeting begins.

3.14. Quorum. A majority of the Directors shall constitute a quorum for the transaction of
business at all meetings of the Board, and the votes of a majority of the Directors present at a
meeting at which a quorum is present shall constitute a valid decision of the Board. A meeting at
which a quorum is initially present may continue to transact business, notwithstanding the
withdrawal of Directors, if any action taken is approved by at least a majority of the required
quorum for that meeting. If any meeting of the Board cannot be held because a quorum is not
present, a majority of the Directors who are present at such meeting may adjourn the meeting to a
time not less than five (5) nor more than thirty (30) days from the time the original meeting was
called. At the reconvened meeting at which might have been transacted at the meeting originally
called may be transacted without further notice.

3.15. Withdrawal. At any duly called or held meeting of the Board at which a quorum is
present, the Directors may continue to do business until adjournment, and said meeting may
continue notwithstanding the withdrawal of enough Directors to leave less than a quorum; however,
if at any time during said meeting less than one-third (1/3) of the total Directors are not present in
person or proxy, no action taken shall be taken which requires the approval of a majority of the
Directors.

3.16. Compensation. No Director shall receive any compensation from the Association for
serving as a Director unless approved by the voting Members representing a majority of the total
vote of the Association at a regular or special meeting.

3.17. Conduct of Meetings. The President shall preside over all meetings of the Board, and
the Secretary shall keep a minute book recording therein the business and proceedings transacted at
said meetings and all resolutions adopted by the Board.

3.18. Open Meetings. Except as otherwise provided herein, all meetings of the Board shall
be open to all voting Members; however, said Members may not participate in any discussion or
deliberation at such meetings unless expressly authorized by a majority the Board.

3.19. Action Without Meeting. The Directors may take any action without a formal
meeting of the Board if the Directors execute a consent in writing setting forth the action so taken,
and such consent shall have the same force and effect as a unanimous vote. A written explanation
of the action taken shall be posted at a prominent place within the Common Area of the Subdivision
within Three (3) days after such written consent has been received from all Board members.

3.20. Primary Duty and Power. The primary duty of the Board shall be the responsibility
for the management and administration of the affairs of the Association, and the Board shall have all
of the powers necessary and authorized by law to accomplish same.

3.21. Accounting Method. Unless otherwise approved by resolution of the Board, the
accrual accounting method, as defined by generally accepted accounting practices, shall be used.

3.22. Segregation of Cash Accounts. The Board shall segregate all cash accounts of the
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Association and shall not be commingle such accounts with any other accounts.

3.23. Reporting. Commencing at the end of the first fiscal year which the first lot is sold
and closed, the Board shall prepare, (i) an Income Statement reflecting all income and expense
activity for the preceding twelve (12) months on an accrual basis; (ii) an Account Activity Statement
reflecting all receipt and disbursement activity for the preceding twelve (12) months on an accrual
basis; (iii) an Operating Statement for the Association’s said fiscal year and a Balance Sheet as of
the last day of the Association’s fiscal year, all of which shall be distributed within ninety (90) days
after the close of a fiscal year; and (iv) a Delinquency Report listing all Lot owners who have been
delinquent during the preceding twelve (12) month period in paying the monthly assessments or
other installments of assessments and who remain delinquent at the time of the report and describing
the status of any action to collect such installments which remain delinquent.

3.24. Assessment and Borrowing For Improvement. The Board shall first obtain the
approval of the voting Members to assess lot owners either as a general or special assessment or to
borrow funds in the name of the Association for the purpose of modifying, improving, or adding
amenities to the Common areas of the Subdivision.

3.25. Assessment and Borrowing For Repair. Notwithstanding anything contained herein to
the contrary, the Board shall have the expressed power to assess lot owners and borrow money for
the limited purpose of maintenance, repair and/or restoration of the Common Areas and facilities
without the approval of the voting Members of the Association.

3.26. Impose Fine and Suspend Voting Rights. The Board shall have the authority to
impose a fine or suspend the voting rights of a voting Member, excluding the Developer, for
violation of these By-Laws, the Articles, the Declaration, or any rule or regulation established by the
Board, after the following procedures are followed by the Board, to-wit:

(a) Notice and Demand. Written notice and a demand to cease and desist from an
alleged violation shall be served upon the alleged violating Member, and said notice and demand
shall set forth (i) the alleged violation; (ii) the action required to abate the violation; and (iii) a time
period, not less than seven (7) days to abate the action without further sanction.

(b) Continued or Subsequent Violation. If an alleged violating member continues
such violation after the time period allowed in the demand for abatement or otherwise commits such
violation again within twelve (12) months of said written demand, the Board or its delegate shall
serve the violator with written notice of a hearing to be held in executive session by the Board or a
special committee, and such notice shall contain (i) the nature of the alleged violation; (ii) the date,
time and place of the hearing, which date shall not be less than seven (7) days from the giving of the
notice; (iii) an invitation to attend the hearing and produce any statement, evidence, and witnesses
on such violator’s behalf; and (iv) the proposed sanction intended to be imposed.

(c) Hearing. A hearingshall be held in executive session by the Board or a special
committee organized specifically for said hearing, and said hearing shall afford the violating
Member a reasonable opportunity to be heard.

(d) Proof of Notice. Prior to the effectiveness of any sanction hereunder, proof of
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proper notice and the invitation to be heard shall be place in the minutes of the hearing, and such
proof shall be deemed adequate if a copy of the notice, together with a statement of the date and
manner of delivery, are entered by the officer or other official effectuating said delivery. Notice
shall be deemed satisfied if the alleged violator appears at the meeting.

(e) Minutes. Minutes of the hearing shall be duly recorded, and such minutes shall
contain a written statement of the results of the hearing and the nature of any sanction imposed.

(f) Appeal to Board. If such hearing was held by a committee, the violator shall
have the right to appeal any adverse decision of the committee to the Board. To perfect this right, a
written notice of appeal must be received by the President or Secretary of the Association within
fifteen (15) days after the hearing date.

3.27. Other Duties and Powers. In addition to the foregoing, or by any resolution of the
Association hereafter adopted, the Board shall also have the following duties and powers, to-wit:

(1) The Board may do all acts and things not prohibited by the Declaration, Articles,
or these Bylaws or otherwise directed to be done and exercised exclusively by the Members.

(2) The Board may delegate to any Board member the authority to act on behalf of
the Board on all matters relating to the duties of any manager or other managing agent, if any.

(3) The preparation and adoption of an annual budget in which shall be established
the contribution of each lot Owner to the Common Expenses.

(4) To make such assessments as necessary to defray the Common Expenses of the
Subdivision and the Association, and establish the means and methods of collecting such
assessments and the period of time and number of installment payments of such assessments.

(5) To provide for the operation, care, upkeep, maintenance and administration of
all of the Common Areas of the Subdivision.

(6) To designate, appoint, hire and dismiss the personnel necessary for the
maintenance, operation, repair, and replacement of the Subdivision property and the proper
administration and management of the Association.

(7) To provide, where appropriate, for the compensation of such personnel and for
the purchase of equipment, supplies, and material to be used by such personnel in the performance of
their duties in the operation, management, maintenance, and care of the Association and the
Common Areas of the Subdivision.

(8) To collect assessments and deposit same in a bank depository approved by the
Board, and using such proceeds to administer and manage the Association and the Subdivision.

(99  To open bank accounts on behalf of the Association and designate the
signatories required therefor.
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(10) To make or contract for the making of repairs, additions, and improvements to
or alterations of the Common Area in accordance with the other major provisions of the Declaration
and these Bylaws as may be needed from time to time by reason of fire or other damage.

(11) To make and amend rules and regulations as necessary from time to time
regarding the use and enjoyment of the Common Areas of the Subdivision.

(12) To enforce by legal means the provisions of the Declaration, these By-Laws,
and any rules and regulations adopted by the Board.

(13) To institute any proceedings necessary to protect the best interest of the
Subdivision, the Association and the lot owners.

(14)  To obtain and maintain insurance against casualties and liabilities, as
determined by the Board, and pay the premium cost thereof.

(15) To pay the cost of all services rendered to the Association or its Members and
not chargeable to lot owners.

(16) To keep financial and other records with detailed accounts of all receipts and
expenditures regarding the operation, management and administration of the Association and the
Subdivision, including, but not limited to all expenses for maintenance and repair of the Common
Areas of the Subdivision.

(17) To keep and maintain all books and other Association records in accordance
with generally accepted accounting practices.

(18) To make all books and other Association records available to lot owners for
examination by the lot owners and their mortgagees and their duly authorized agents, accountants, or
attorneys, during general business hours on working days at the time and place and in a manner set
by the Board.

(19) To make available to any prospective purchaser of a lot, or any owner of a lot,
or any first mortgagee, and the holders, insurers, and guarantors of a first mortgage on any lot,
current copies of the Declaration, the Articles, the By-Laws, any rules and regulations governing the
lots and lot owners, and all other books, records, and financial statements of the Association.

(20) To permit utility suppliers to use such portions of the Common Areas as
reasonably necessary to further the ongoing development and operation of the Subdivision.
ARTICLE IV
OFFICERS

4.01. Officers. The officers of the Association shall be a President, Vice President,

Secretary, and Treasurer, and any other officers as the Board shall deem necessary, including one or
more assistant Secretaries and/or Treasurers.
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4.02. Concurrent Offices. Any two or more offices may be held concurrently by the same
person, except the offices of President and Secretary which may not be held by the same person.

4.03. Initial Officers. The Developer shall elect the initial officers, and they shall serve
until the Developer has surrendered control of the Association to the voting Members. Thereafter,
all such officers shall be duly elected by the Board.

4.04. Election. The Board shall elect the officers of the Association at the first meeting of
the Board following each regular annual meeting of the voting Members as set forth herein.

4.05. Term. Officers shall serve for a period of one (1) year; however, nothing shall be
construed herein to prevent an officer from serving consecutive terms.

4.06. Resignation. Any officer may resign at any time by giving written notice to the
President or any Board member, and such resignation shall take effect on the date of the receipt of
such notice or at any later time specified therein, and acceptance of such resignation shall not be
necessary to render it effective.

4.07. Removal. Any officer may be removed by the Board, with or without cause,
whenever the Board deems such removal is in the best interest of the Association.

4.08. Vacancy. A vacancy inany office arising because of death, resignation, removal, or
otherwise may be filled by the Board for the unexpired term of such vacancy.

4.09. Powers and Duties. The officers of the Association shall each have such powers and
duties as generally pertain to their respective offices, as well as such powers and duties as may from
time to time be specifically conferred or imposed by the Board. The President shall be the chief
executive officer of the Association. The Vice President shall serve in the place of the President in
the event of the President’s absence. The Secretary shall have the primary responsibility to prepare
and record minutes of meetings and be the custodian of the minute books. The Treasurer shall have
primary responsibility to prepare the budget and may delegate all or part of the preparation and
notification duties to a finance committee, a management agent, or other assistant.

4.10. Execution of Agreements and Contracts. All agreements, contracts, deeds, leases,
checks, mortgages, and other legal instruments of the Associations shall be executed by at least two
(2) officers of the Association or by such other person or persons as may be designated from time to
time by a resolution of the Board.

ARTICLE V
COMMITTEES

5.01. General. The Board may appoint and establish committees to perform such tasks
and to serve for such periods as the Board shall designate by a resolution adopted by a majority of
the Directors present at a meeting at which a quorum is present, and such committees shall perform
such duties and have such powers as set forth and provided in the resolution.
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5.02. Covenants Committee. The Board may appoint a Covenants Committee consisting
of at least three (3) and not more than five (5) members to act as the hearing tribunal of the
Association in accordance with the provisions of the Declaration, these By-Laws, and resolutions the
Board may adopt from time to time.

5.03. Architectural Control Committee. The Developer shall establish an Architectural
Control Committee, hereinafter referred to as the “ACC,” consisting of at least three (3) and no more
than five (5) voting Members. The Developer shall establish the initial ACC, and the committee
shall consist of the Developer and up to four (4) other members appointed by the Developer.
Members appointed by the Developer do not have to be a lot owner. The Developer, at Developer’s
sole option, shall have the right to retain control of and remain a member of the ACC for as long as
the Developer owns any lot in the Subdivision or until the Developer surrenders control of the ACC
in accordance with the Declaration. Thereafter, the ACC shall be appointed by the Board. Said
ACC members shall act in accordance with the provisions of the Declaration, these By-Laws, and
resolutions the Board may adopt from time too time, provided any such resolutions are not in
conflict with the provisions of the Declaration.

5.04. Chairman of ACC. The Developer shall serve as Chairman of the ACC until such
time as the Developer surrenders control of the ACC. Thereafter, the ACC shall elect a chairman
from among its members, and said Chairman shall be a voting Member who shall preside at the
ACC meetings and shall be responsible for transmitting any and all communications to the Board.

5.05. Purpose of ACC. The purpose of the ACC shall be to manage, maintain and enforce
the continued harmonious design of all houses, structures and other improvements located in the
Subdivision. The scope of review by the ACC shall be limited exclusively to appearance only. The
ACC does not and shall not assume or accept any responsibility or authority to review for structural
soundness or compliance with applicable building or zoning codes of standards or any other factors.

5.06. Authority of ACC. The ACC shall have the expressed authority to enforce any
covenant, condition, obligation or restriction contained herein or in the Declaration by any and all
applicable legal means, including, but not limited to, the filing of liens and the foreclosure thereof as
in the case of past due mortgages.

5.07. Any lot owner against whom any such enforcement is sought shall be liable to the
ACC and the Association for all costs incurred by the ACC and the Association for such
enforcement, including reasonable attorneys fees.

5.08. ACC Approval. No construction of any kind shall be commenced and no permit,
authorization or approval required shall be issued for such construction on any lot in the Subdivision
without first obtaining the affirmative vote of a majority of the members of the ACC, which shall
also include any construction, remodel, renovation, repair, painting, and color of any new or existing
house, building, storage or other outbuilding, fence, or other structure, or any part thereof, or any
other construction which materially alters or otherwise changes the exterior appearance thereof.

ARTICLE IV
MISCELLANEQOUS
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6.01. Rights of the Association. With respect to the Common Areas or other Association
responsibilities owed, and in accordance with the Articles and By-Laws, the Association shall have
the right to contract with any person or entity for the performance of various duties and functions.

6.02. Fiscal Year. The initial fiscal year of the Association shall be set by the Board.

6.03. Parliamentary Rules. The current edition of Robert’s Rules of Order shall govern the
procedures and conduct of all Association and Board proceedings when not in conflict with Alabama
law, the Avrticles, the Declaration, or these Bylaws; however, the Board shall have the authority to
modify such procedures by resolution.

6.04. Conflicts. Inthe event of any conflict or inconsistency between the provisions of
Alabama Law, the Articles, the Declaration, and these Bylaws, the provisions of Alabama law, the
Declaration, the Articles, and the By-Laws shall prevail in that order.

6.05. Inspection of Records. The Declaration, the Articles, these By-Laws, membership
register, accounting records, and minutes of meetings of the Members, the Board, and the
committees, shall all be made available for inspection and copying by any mortgagee, voting
Member of the Association, or the duly appointed representative of such Member or mortgagee at
any reasonable time and for a purpose reasonable related to such Member’s interest at the office of
the Association or at such other place within the Subdivision as the Board shall prescribe. Every
Director shall have the absolute right at any reasonable time to inspect and copy all books, records,
and documents of the Association and the physical properties owned or controlled by the
Association, such right of inspection by Directors shall include the right to make a copy of relevant
documents at the expense of the Association.

6.06. Rules for Inspection of Records. The Board shall establish reasonable rules regarding
the inspection of Association books and records, including, but not limited to, (i) notice to be given
to the custodian of the records; (ii) hours and days of the week when such an inspection may be
made; and (iii) payment of the cost of reproducing copies of documents requested.

6.07. Notice to Association. Unless otherwise provided elsewhere in these By-Laws, the
Declaration, or the Articles, all communications to the Association or the Board shall be at the
principal office of the Association or the Association’s designated managing agent, if any, or at such
other address designated by the Association.

6.08. Notice to Members. Unless otherwise provided elsewhere in these By-Laws, the
Declaration, or the Articles, all notices, demands, and other communications to Members required
herein shall be in writing and shall be deemed to have been duly given if delivered personally or if
sent by registered or certified mail, return receipt requested, first class postage prepaid, to the
address which the Member has designated in writing and filed with the Secretary or, if no such
address has been designated, at the address of the lot owned by such owner.

6.09. Amendment. Except as otherwise provided herein, the Declaration, or the Articles,
these By-Laws may only be amended by the affirmative vote or written consent of the voting
Members representing Eighty percent (80 %) of the total eligible votes of the Association; however,
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if a specific clause requires a higher percentage, the percentage of the votes necessary to amend such
specific clause shall control and be required. All amendments must be executed by both the
President and the Secretary of the Association.

6.10. Amendment By Developer.  Notwithstanding Section 6.09 herein or any other
document to the contrary, the Developer may unilaterally amend these By-Laws at any time as long
as the Developer owns a lot in the Subdivision, provided, however, any such unilateral amendment
has no adverse effect upon any right of any voting Member. Such amendments include, but shall
not be limited to amendments to comply with procedures and requirements of any national primary
or secondary or other lender or FNMA, FHA, VA, or other governmental agency or department.

CERTIFICATION

IN WITNESS WHEREOF, I, the undersigned Secretary of The Magnolias Owner’s
Association, Inc., an Alabama non-profit corporation, do hereby certify the foregoing By-Laws
constitute the original By-Laws of said Association as duly adopted at a meeting of the initial Board
thereof, and I have caused these By-Laws to be properly executed on this day of

, 20

ATTESTED: THE MAGNOLIAS OWNERS ASSOC., INC.,
An Alabama Non-Profit Corporation

BY DOUGLAS J. HARLESS BY DOUGLAS H. JACOBS
As Its President As Its Secretary
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