WV HOA General Meeting

September 21th, 2004

Mark Hunsinger (Vice President)
Chris Merrill (Recording Secretary)
Eric Tjalma (At Large Member)
Walter Whaley (Treasurer)

Marla White (At Large Member)
Craig Wooster (President)

Open (Corresponding Secretary)



- pARCommunityASpirit
Agenda

e FAQS

e Macon Road Sign Update

* Financial Update

o By-laws Articles of Incorporation
e Open Discussion

 Budget Vote
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FAQs. Covenants

* What rolecan the HOA perform in an effort to modify the covenants?

Per the HOA attorney “The HOA has never, nor will it ever, have the ability to amend the covenants -- only amajority of lot
owners have that ability. The HOA'sroleisonly as an organizing body for collecting signatures.”

e Canthecovenantsever be modified?

Maybe. Per the HOA attorney “thereis no direct case law on point in North Carolina, and no one can say for certain how the
courtswould rule. In other states that have considered amendments of this type (to create a mandatory HOA where one
previously did not exist), about 50% of those states have said it would take a unanimous agreement of lot owners to make such
amendment. The other 50% support such amendment by the terms of the covenants being amended” Net: Very unlikely will
ever happen without ajudicia ruling resulting from alawsuit.

e Termsof modification of covenants ar e unclear

The wording “ These covenants are to run with the land and shall be binding on all parties and all persons claiming under them for
aperiod of twenty-five years from the date these covenants are recorded, after which time said covenants shall be automatically
extended for successive periods of ten years unless an instrument signed by a majority of the then owners of the lots has been
recorded agreeing to change said covenantsin whole or in part.” can be interpreted to have severa different meanings.

* Neighborhood is comprised of several different sets of covenants each with different 25 and 10 year dates

*  Covenant referendum wouldn’t effect all lotsregardless

The wording “then owners of the |ots has been recorded agreeing to change said covenantsin whole or in part.” was omitted from
the 5/11/77 filing of the covenants. The covenants were amended on 1/31/78 to fix this problem but during this time period at
least 31 lots were transferred subject to the 1977 filing since the 78’ covenants hadn’t been recorded. Asaresult the lots
transferred during this time period (1, 6-13, 33, 35-37, 138, 140, 142-144, 146, 148, 152-160, 162 and 163 are not bound by the
78 amendment and thus provide no provision for ever being revised. Four other lots, 2-4 and 162, have asimilar situation which
applies such that they are not held binding to the revised 78" version of the covenants either. Net: These homes

» Thereisnolegal connection between the WVHOA and L eesville Development Corp.

The WVHOA was formed by residents, not LDC. Since the covenants were created by LDC, a corporation that no longer exists,
and since no successor in interest to LDC exists, the WVHOA has no binding rights to modify or control the covenants.
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FAQ: Directory and Trash

* Per Penny Tate the updated directories
snhould be delivered to homeowners very
soon

e Feesto Shaw Sanitation: You don’t have
to pay the new negotiated fees



~ pARCommunityaSpirit
Macon Road Sign Update

* Done, almost
* To belandscaped soon by the Garden Club



B/ Conmnuntyy St

|ncome/Expense Report (03-04" fiscal year)

Actual Budget
Income (10/1-9/15) (12 months)
Interest 48 100
Dues 15,273* 14,820
Newsletter Ads 230 500
Total 15,551 15,420
Expenses
Grounds maintenance 4,500 4,500
Electricity 431 500 Notes:
Water 353 500
Repair and upkeen 0 500 1. Budget approved on 12/9/2003
Holiday events 2,036 2,000 i i i
e T8t 1300 2. (_)rlglnal_ budget did not include Macon Road
Web site 0 350 sign project
B e Lo 1000 3. Budget assumed 380 homeowners pay dues
Liability insurance 0 1,500 at $39 each. 391 have paid as of 9/15
Bank service charges 41 50 -
reed e 221 200 4. * - Some members overpay so total $s may
Contingency 0 500 i *
Total Operating Expense 10,756 12,900 not maICh payl ng members $39
Nonrecurring Expenses
Covenant preparation 1,488 1,000
Lega 10,113 4,000
Covenant preparation 1,398 4,000
Dyson lawsuit 921 0
McLain lawsuit 7,794 0
Holt counter claim 0 0
Macon Road Sign 5445 5500
Total 17,046

TOTAL ALL EXPENSES 27,802 23,400
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Balance Sheet

Assets Liabilities and Equity
Cash Accounts Payable (*) 10,600
Checking, Wachovia 4,183
(8/22/04 statement Reserve, Macon Road sign
plus deposit after 8/22 and Total Reserve 5500
Spent 5445
net of outstanding checks) Balance of Reserve 55 55

Savings, Wachovia 1,668
(8/31/04 statement net of
transfers to checking
account)

Certificate of Deposit 5,000
(0.8% due October 14, 2004)

Dues checks in hand 39 Equity 235

Total $10,890 Total $10,890

(*) includes estimates of billings from Jordan Price ($5,000), Meyer & Meuser for F. Holt legal
defense ($5,600)



Financial Update
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By-laws/Articles of Incorporation

V ote postponed based on member feedback and concern over adequate
review time

Update and approval still required to fix avariety of legal, fiscal and
administrative inconsistencies/ issues

Tentative: All updates available upon distribution of Oct. newsletter; Vote
via ballot to be included in newsletter
Summary of key concerns:

Error in proxy life, i.e. 2yrs. vs. 60 days

L ots of edits (possessive problems, cap problems, etc.)

Address/ permit retroactive payments

Specify a means to address unused funds collected via special appeals

Address refund of Appeal $sif membership iswithdrawn

Fix the general powers section on the 15% expense vote, e.g. ensure board can
approve a maintenance contract without membership vote; this should also
possibly address payment of legal fees and such required by law that may bein
excess of 15% of the budget

Concern over limited timeframe for future, possible covenant updates



- paNCommunityaSpirit
By-laws/Articles of Incorporation

Fix 1ssues with when new board takes office

Amend articles of incorporation to align with the revised bylaws (only point of issueis
statement in articles of must have 7 board members and they must be elected annually)

Fix formatting and clarification issues with the layout of the term information for the board

Article 1V, Section 11, item |) concern over the word ‘ preferences ...also word factual should
probably be added to the list

Add budgets and elections to list of mandatory Board responsibilities
Investigate if insurance is needed to cover committee members or other volunteers

Shouldn’t be permitted to pay once, i.e. one year, and then audit or request documents for
years when not a member...cons ider modification of wordi ng around this

Multiple votes by one lot, if the same, shouldn’t be excluded but rather just counted as 1 vote
Define ‘audit’ and consider change from 1, to maybe 2 years, as to when they must be done
Consider whether to include 1/3 of members in attendance suffices for any valid vote
Re-evaluate including the 10% limit on Annual Appeal increases

State minimum of 20 for a quorum

Need to vote on all board positions for 2005

Need to ssimplify to aid board in compliance, i.e. different %s, definitions of quorum, etc.
Many other smaller comments...



B/ Conmnuntyy St

Budget Vote

Income Budget
Interest Income 20
VWHOA Dues! 15,960
WVHOA Newsletter Ads 300
Total Income 16.280
Expenses
Ground Maintenance? 5,000
Electricity? 520
Water 400 2005 Budget Proposal: 10/1-9/30/2005
Repair and Upkeep 500 Notes:
Holiday Events? 2500 1. Dues based on 380 homes @ $42 ea.
WVHOA Newsletter4 750 2. Increased from 2004 due to addition of new sign
YIS EYA T G 200 3. Increase budget for social activities for members
4. Assumes ~50% electronic mailings
Postage* 700 5. Based on afew estimates and looking at the WV SRC.
Office Supplies 100 Believe with better definition of “audit” and more
BOD Liability Insurance® 2,500 guotes we can drive these estimates down
Audit Feess 2,500 6. Not accounted for in budget: potential shortfall of funds
: for 2004. ~$2,200 in genera operating expenses
Misc. 200 . .
considering outstanding legal debts
Contingency 410

Total Expenses 16,280¢
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Open Discussion
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What are the Inconsistencies |ssues?

Membership and Voting:
— exclusive of non-Wood Valley residents
— misalignment with voting and dues payment schedule

— unclear rights on what must be voted on, or not, e.g. board today could instate
new by-laws without membership vote

Assessment and liens: WVHOA granted this power viathe by-laws but
there are no legal provisions within the covenants to support this

Misc.: each new home owner must record a copy of their deed with the
WVHOA

Architecture committee: WVHOA granted this power viathe by-laws but
legal power granted to LDC which is nhow defunct

Covenant enforcement. No power granted to the WVHOA



