TWIN LAKES VILLAGE POROPERTY ASSOCIATION
BOARD OF DIRECTORS GENERAL MEETING
Tuesday May 15, 2001
Clubhouse Loft, 7:00 p. m.

Board Members Present: Larry Carlson, Georgeanne Giriffith, Ken Degerman, Brody Conklin, Scott

Gookstetter and George Potts

Board Members Absent: Jane McGovern
Employees Present: Kevin Klier, Judy Brooks, Tom Colon, Terry Holt and Anita Bedard
Members Present: Approximately 28

President, Larry Carlson, calied the meeting to order at 7:03 p.m.

1)

2)

3)

4)

The agenda was approved after the addition of C. Membership Cards, D. Designation Privileges under
Old Business, plus under New Business C. Signage, D. Rob Reagan, developer.

Approval of April 27, 2001 General Meeting Minutes: Georgeanne moved, Brody seconded, to
approve the April 27, 2001, General Meeting Minutes as drafted. The motion was unanimously
approved.

General Managers Report:

a) Kevin announced that Nikki Potts is the new bookkeeper and getting the books where they need
to be. Revenues marked for the correct department needs is being corrected also. Starting May 1% we
are very accountable and confident about the future. Kevin went on to say that as we all know there is a
time in the spring when revenue is slow and unfortunately the year of 2000 ended with the revenue
being in the negative. The months of May through October we’'ll be working on generating more
revenue with a goal of at least $2,900.00 a day to meet the budget. Additionally we will minimize
overhead expense by utilizing management efficiency, which should increase profitability.

b) Kevin also reported that the response cards were coming in with some very complimentary
comments. He also had the survey response’s available to the members to look over. There will be
radio advertising on three different radio stations. There hasn’t been a favorable response from the
presale of the Green Fee passes.

The announcement was also made that the Swimming Pool is now open.

Bob Makx, the security person has started patrolling the Viilage.

Kevin went on to thank the Men’s Club for helping clean “Stinky Hoilow,” fix with the brick planter and
raking gravel.

c) Sommarfest is coming along quite well. Judy Minter and Beth Karita have been working very
hard to make this event successful.

d) The Long-range Planning Committee met and discussed the needs of the village to be
presented to the Board.

e) It has been brought to our attention there is a need to take better care of your PETS (keep them
on leashes and pick up after them) and RECREATIONAL VEHICLES (they need to be moved after 24-
hours) according to the CC&R’s. Ann Tomlinson also brought up the need for clean up by the Mini-
Storage units. Kevin along with Terry agreed to look into this problem.

Superintendent’s Report: Terry apologized for the rain and went on to say they were getting prepared
for the forthcoming tournaments such as, KMC Best Ball and the Couples Chapman. The course is
growing extremely fast. Terry had the piles removed by the Maintenance Shed and they were dumped
at the Eikhorn Estates, thanks to Charlie Potts. They are moving the sand to the bunker by the main
shop area and then plant grass where the piles were so the area will be presentable.
He thanked Bill Eggers, Jack Schlangan and the rest of the Green Committee for helping with the posts
on the Driving Range and reported that it iooks 100% better, adding that he would like to put target
greens out there also.
The irrigation project needs to be compieted on three fairways. There is currently a lot of hand watering
being done, so it would be more economic for us to finish this. He expressed the need for a wirepuller
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5)

6)

7)

for the distance of 17,000 feet of wire. Larry said he might be able to get one for him. Terry was asked
when the net was going up on #4 Tee and his reply was by May 30". Georgeanne understood that the
person who did our snow removal was supposed to haul away the piles for the repair work caused from
the snowplowing and Terry said he had underestimated the amount to be hauled away. The inquiry was
also made about whether the road to the maintenance shop was going to be oiled. Terry has been
trying to keep costs down so the oiling wouldn't be done yet.

Mike Jackson thanked Terry for the Tennis Court ¢lean up and Terry said it was Beth Watson who
needed to be thanked for that great job. It was suggested more signs were needed for people to stay
on the cart paths and Terry said that ultimately they might have to rope the Par 3 cart paths off.

Golf Pro’s Report: Tom thanked everyone for showing up for the Open House and went on to say they
had 70 players for the Spring Kick Off. The KMC Best Ball has a full field and it will be a 1:00 p.m. shot
gun start. The next Range Clinic will be on the 26" at 11:00 a.m. and will be on teaching aids. The 25"
anniversary of the Couples Chapman is June 2™ and 3™ with a $60.00 entry fee this year. The
Dickinson Scramble is the 17™ of August and has 180 piayers and Tom expressed a need for more golf
carts for this tournament. He along with Terry is trying to be more efficient with their crew’s time, so one
person on Tom’'s crew is spending a shift with Terry, occasionally. Tom made several announcements
such as: Mike Mengert will be here June 10", Jeff Niles shot the course record by 3, in Clarkston with a
60.

George Potts also asked Tom to keep track of play on a monthly report and Tom agreed. Then Tom
was asked whether a record was kept on who has paid their cart fee and if they were checking to see if
everyone had them. Tom said they would have the course marshal check as soon as he starts. Ann
Conklin thanked Tom for starting the novice group. She felt there was a very positive response from it.

Restaurant Managers Report: Anita thanked everyone for coming to the Mother's Day Brunch along
with the Mother's Luncheon. She announced they were working out all the idiosyncrasies with ali the
new employees. The P.C.S. System is up and working, all she needs to do is enter ali the members.
The customer service cards are being turned in, and there has been a very favorable response. She
would like to promote the importance of making reservations at the Grill. It would make it easier for her
to scheduling her employees. Ken Degerman requested a list of all the banguets to which Anita agreed
to make up. He went on to add that North [daho Seniors would like a bid for this years banquet. Anita
also announced that Jimmie Gertsch won the employee of the month, for being such a hard worker and
was awarded a dinner for two at the Grill. The board suggested a plaque with his name on it, to hang at
the Grill. It was suggested to check at All-Sports in Rathdrum for a price on one.

Committee Reports:

a) Activities Committee: Ann Conklin reported on the “Meet Your Neighbor Day” party, after the
Annual Board Meeting, June 16™, 2001. !t will be a Western theme, called “Howdy Neighbor,” so get
your biue jeans and western wear out and we’ll have some fun meeting our neighbors. She also
announced she had reserved TLV night at a Spokane Indians game August 7 which happens to be a
Tuesday night, Don’t forget the yard sale in August-please save your junk.

b) Greens Committee: Georgeanne inquired about the trimming of the tree by the # 3 Tee and
Gale said they weren’t going to do anything at this time, except Terry will be trimming the lower part of
the tree.

c) Architectural Committee: There have been plans for 2-homes approved o be built in the last
month.

8) Old Business:

a) Appointment of the finance Committee: Brody reported that the Finance Committee was
approved in 1999, so it now needs to implemented. There was some discussion about the number of
professionals in the Village and how their expertise could be utilized for this commitiee. The
committee’s job wouid be to present financial data to the board. Brody moved to implement the
Finance Committee with Lilas Broemmeling as chairperson, with the understanding, a list of the others
on this committee would be submitted to the board for approval and Scott seconded, the motion
carried. Lilas was asked to meet with Kevin to decide on the appropriate number for this committee.



9)

b) Legal Review on voting issue: Georgeanne read a couple of paragraphs on page 3 & 4 from
the letter received from Bruce Biohowiak, Attorney of Law. She went on to explain everyone must
consent to 1-unit 1-vote. Ann Conklin added that when they purchased homes here, there was a
weighted vote with weighted dues as well. Where and when was it eliminated? There was a tiered also
membership. The change occurred when the by-laws were changed to 1-unit 1-vote. Frank asked who
would be voting for the New Nine, since it may be sold. George had asked Charlie if he would vote for
the 1-unit 1-vote and he assured him he wouid. It was suggested that the by-laws change to say
6682/3% votes instead of the voting power. '

Ken moved the board proceed with the necessary steps to obtain the 100% affirmative vote required
due to the 1993 Supreme Court ruling to change the voting rights from percentages based on actual
square footage ownership of each member, to the 1-unit 1-vote method. Ken furthermore moved that a
vote be taken at the same time to amend the CC&R’s to require a 66 2/3% majority of the votes cast,
opposed to the current requirement of 66 2/3 of the total voting power of the association for passage of
issues voted on by the POA members. Georgeanne seconded and the motion carried.

c) Membership cards: Kevin reported that they can be incorporated now and we would get them
as soon as possible.

d) Designations: Georgeanne announced that the CC&R’s state a member can designate only
two people to golf, not a family, then stressed the necessity of enforcement.

New Business:

a) July 28" Women’s Member/Guest Request (reduced fees): There wasn't anyone there to
speak on this matter so no decisions made.

b) Cast Catch & Score Tournament: Mei Pasta informed the Board that the 2nd Annual Cast,
Catch and Score Tournament will be heid Friday, July 27, 2001. The first year this tournament was held
there were 77 participants with 51 being TLV members. The fee for this tournament will be $70.00
whether you are a TLV member or not. A reasonable amount will go to the building fund. There are
sign-up forms in the Pro Shop, so pick one up.

c) Signage: Ken said each time the restaurant has been leased, there has been a sign at the
entrance saying, Public Welcome or Open to the Public and feels this is very necessary. The
suggestion was made to meet with the people who own the Trading Post and see if something can be
done. According to the county, there can’t be any new signs added. The one we have can be
remodeled but not replaced.

d) Rob Reagan-Developer Mr. Reagan explained what properties were going to be developed
which are located between the 12th and 16" Fairways and borders the 11". Rob spoke about some
trading he was interested in doing with the POA and explained the ideas he had on signage, roadway
changes, landscaping etc. He is going to stake out the area he would like to have and assured
everyone he didn't want to disrupt anything around the golf course such as causing traffic & noise
issues. He stressed the importance of working together with the POA. There will be 15 residential iots
and the first two will be townhouses. He mentioned an exchange far golf memberships with the work he
would be doing to benefit the whole village. The need was expressed for a letter of recommendation
from the board, for the changes at planning and zoning. The board assigned Terry Holt and Kevin to
work with Rob on some of the issues and changes. The signs for Prudential (real estate) aren’t what
has been approved by TLV in the CC&R’s, they are custom, something in between 12°X 12" and 2'X2’.
It was stressed that in this planning he needed to consider water run off due to problems there have
already occurred. Rob assured the board this site would be designed to handle storm water run off, with
dry wells, etc. ‘

e) Sommarfest: A short report was given by Judy Minter and Beth Karita telling everyone about
the advertising by Newsletter, post cards, fiyers, TV, and radio. The Prudential Real Estate has
sponsored them so they will, in tum, support them.



10} Announcements:

June 2001 Newsletter deadline Friday, May 25, 2000
Next General Meeting Tuesday, July 17, 2001
} 2001 Annual Meeting Saturday, June 16, 2001

The meeting was adjourned at 9:25 p.m.

Minutes approved by:

Larry Carlson, President Brody Conklin, Board Secretary



TLV GREEN COMMITTEE
MINUTES OF 05/8/2001

The May 8, 2001 meeting of the Green Committee was called to order by Chairman Gale
Salo at 12:05 P.M. at Twin Lakes Grill. Those present were Gale Salo, Dean Benson, Ed
Stocklen, Bill Eggers, Teresa Underwood, Jack Schlangan and Xevin Klier. Tom Colon,

Golf Professional and Terry Holt, Golf Course Superintendent were also present.

The minutes of the April 10, 2001 meeting were reviewed. Minutes were approved as
presented.

Jack Schlangan was welcomed as a new commitiee member.

The Board has given approval for seal coating of cart paths 5,7,10, 12 and also around the
clubhouse area. Terry said he has been in contact with the contractor and we are looking
at costs of 8 cents per sq. ft. for the cart paths and 12-14 cents per sq. f. for the clubhouse
area. The clubhouse area will be double coated. We are still waiting for warmer weather
to get the project done. S

Gale thanked Lee for installing the new directional sign going to the #4 tee.

A discussion was held concerning o.b. markers and ground under repair. The following
holes were to be addressed:

#10 — put 0.b. stakes in behind green and by bushes by maintenance shed. Also stakes in
cleared areas, to the right of cart path, especially down by the green.

#11 — check wood chips, left side of fairway, down by green — tabled until next meeting.
#12 - pull stakes to right of cart path and redo 0.b. stakes in opening to the right of green.
#13 — left side - designate ground under repair by trashy area until cleaned up. A question
was asked as to why there are two drop areas by #13 green. The back one will be
eliminated.

Also discussed were o.b. markers by #10 and#11 tee box and rodent control.

A motion was made by Ed and seconded by Teresa to get a bid on the proposed cart path
from 8™ green to 9" red tee box. Motion passed unanimously.

Trees by the #3 red tee box was discussed. Kevin was concerned about the trees blocking
a good visual view from above. Removing trees is always a hard thing to accomplish, but
eventually something will have to be done. Terry will see if he can do some trimming for
safety of the area.

Under new business Tom and/or his assistants were encouraged to check golf
course/greet people once per day if possible. Seen as very good PR. It was suggested that
the cart used have some official designation.

Teresa asked Terry about the timers on the fountains being left on all night. They are
noisy and consume electricity. Terry will be sure the timers are set correctly.



Terry requested some help for a new container box for divot mix located by the pro shop
Jack volunteered to help with this project.

Also needed are some new stakes and ropes for the driving range. Bill volunteered to help
on this one.

Next meeting will be June 13th, 2001, 12:00 noon, at the Twin Lakes Grill.

Meeting adjourned 1:45 PM.

Gale Salo, Chairman



05/11/01

TWIN LAKES VILLAGE

Balance Sheet
As of April 30, 2001

ASSETS
Current Assets
Checking/Savings
1000 - US BANK - OPERATING
1010 - WTB - OPERATION
1020 - US BANK MONEY MKT
1040 - CASH ON HAND

Total Checking/Savings

Accounts Receivable
1200 - MEMBER RECEIVABLES

Total Accounts Receivable

Cther Current Assets
1210 - INVENTORY-PRQ SHOP
1220 - INVENTORY- GRILL
1400 - PREPAID INSURANCE

Total Other Current Assets

Total Current Assets

Fixed Assets
1500 - ADMINISTRATION FIXED ASSESTS
1600 - GOLF COURSE FIXED ASSETS
1700 - PRO SHOP FIXED ASSETS
1800 - GRILL FIXED ASSETS
1900 - ACCUM DEPRECIATION

Total Fixed Assets

Other Assets
1950 - LOAN FEES
1960 - ACCUM AMORTIZATION

Total Other Assets

TOTAL ASSETS

LIABILITIES & EQUITY
Liabilities
Current Liabitities
Accounts Payable
2000 - ACCOUNTS PAYABLE

Total Accounts Payable

Other Current Liabilities
2100 - BUILDING FUND
2150 - MEN'S MEMBER GUEST
2200 - PAYROLL TAXES PAYABLE
2291 - DEFERRED REVENUE/PREFAI...
2300 - SALES TAX PAYABLE

2301 - GIFT CERTIFICATED UNREDEE...

2310 - PRO LESSONS PAYABLE
2530 - US BANK - CREDIT LINE

Total Other Current Liabilities

Total Current Liabilities

Leng Term Liabilities
2510 - NOTE PAYABLE - US BANK
2520 - US BANK EQUIP LOAN

Total Long Term Liabilities

Total Liabilities

Equity
3900 - RETAINED EARNINGS
Net Income

Total Equity

Apr 30, '01

5,624.65
9,268.00

98.27
1,100.00

16,090.92

38,426.79

38,426.79

36,264.92
10,868.31
§,749.00

56,882.23

111,399.94

3,058,999.09
467,5634.27
13,393.19
178,978.24

(1,251,878.00)

2,467,024.79

3,805.00

(375.00)

3,434.00

2,581,858.73

62,188.87

62,188.87

3,429.65
1,342.39
1,984.04
133,885.44
322338
6,428.67
330.00
30,000.0¢

180,623.55

242,812.42

965,747.60
73,218.75

1,038,964.35

1,281,776.77

1,383,535.83
(83,453.87)

1,300,081.56

Page 1



05/11/01

GRILL

TWIN LAKES VILLAGE
Profit & Loss

January through April 2001

Ordinary Income/Expense
Income
4300 - GRILL INCOME

Total Income

Cost of Goods Sold
5300 - GRILL COST OF GOODS

Total COGS

Gross Profit

Expense
6010 - PAYROLL SALARY
6020 - PAYROLL WAGES
6030 - PAYROLL TAXES
6040 - EMPLOYEE BENEFITS

7000 - ADVERTISING & PROMO...

7030 - BANK CHARGES
7120 - LEASED EQUIPMENT
7160 - LINEN-CLOTH

7200 - REPAIR AND MAINTENA...

7530 - OVER/SHORT
7600 - STORAGE

7700 - SUPPLIES

7800 - TAXES-SALES/USE
7830 - TELEPHONE

7880 - UTILITIES

Total Expense
Net Crdinary Income

Net Income

Jan - Apr'01 % of Income
22,693.12 100.0%
22,693.12 100.0%
11,498.26 50.7%
11,498,26 50.7%
11,194.86 49.3%

5,153.86 22.7%
14,650.32 64.6%
1,817.76 8.5%
1,448.57 6.4%
702.89 3.1%
21.42 0.1%
543.55 2.4%
68162 3.0%
1,460.07 6.4%
{100.62} (0.4)%
307.50 1.4%
3,260.73 14.4%
61.30 0.3%
789.82 3.5%
3,696.64 16.3%
34,595.53 152.4%
(23,400.67) {103.1}%
(23,400.67) (103.)%
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05/11/01

PRQ SHOP

TWIN LAKES VILLAGE
Profit & Loss

January through April 2001

Ordinary Income/Expense
Income

4000 - ADMINISTRATION INCO...

4100 - GOLF COURSE INCOME
4200 - PRO SHOP INCOME

Total Income
Cost of Goods Sold

5200 - PRO SHOP COST OF G...

Total COGS

Gross Profit

Expense
6010 - PAYROLL SALARY
6020 - PAYROLL WAGES
6030 - PAYROLL TAXES
6040 - EMPLOYEE BENEFITS

7000 - ADVERTISING & PROMO...

7120 - LEASED EQUIPMENT

7200 - REPAIR AND MAINTENA...
7510 - MISCELLANEQUS EXPE...

7530 - OVER/SHORT

7540 - POSTAGE/FREIGHT
7550 - PRINTING

7700 - SUPPLIES

7830 - TELEPHONE

7870 - UNIFORMS

7880 - UTILITIES

Total Expense
Net Ordinary [ncome

Net Income

Jan-Apr'01 % of Income
1,010.00 51%
2,026.00 10.3%

16,605.93 84.5%
19,641.93 100.0%
17,761.14 90.4%
17.761.14 90.4%
1,880.79 9.6%
18,565.44 94.5%
441.14 2.2%
1,548.09 7.9%
180.00 1.0%
993.55 5.1%
4,493.00 22.9%
849,93 4.3%
44,88 0.2%
(319.39) (1.6)%
565,51 2.9%
142.16 0.7%
199.27 1.0%
04518 4.8%
486.91 2.5%
513.95 2.6%
_ 2565942 151.0%
(777863)  (141.4%
(27.77863)  (141.4)%
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GOLF COURSE

TWIN LAKES VILLAGE
Profit & Loss

January through April 2001

Jan - Apr'01 % of Income
Ordinary Income/Expense
Income
4000 - ADMINISTRATION INCO... 3,411.86 2.2%
4100 - GOLF COURSE INCOME 150,738.64 96.8%
4200 - PRO SHOP INCOME 1,618.76 1.0%
Total Income 155,769.36 100.0%
Gross Profit 155,769.36 100.0%
Expense
6010 - PAYROLL SALARY 21,653.10 13.9%
6020 - PAYROLL WAGES 13,367.80 8.6%
6030 - PAYROLL TAXES 4,518.27 2.9%
6040 - EMPL.OYEE BENEFITS 2 579.50 1.7%
7000 - ADVERTISING & PROMO... 1,823.62 1.2%
7040 - CONTRACTS 500.00 0.3%
7070 - INSURANCE 814.44 0.5%
7100 - LAND 420.95 0.3%
7120 - LEASED EQUIPMENT 7,872.34 5.1%
7160 - LINEN-CLOTH 38.12 0.0%
7200 - REPAIR AND MAINTENA... 17,130.56 11.0%
7510 - MISCELLANEOUS EXPE... 190.00 0.1%
7540 - POSTAGE/FREIGHT 15.99 0.0%
7700 - SUPPLIES ©2,752.94 1.8%
7830 - TELEPHONE 34563 0.2%
7840 - TRAVEL 44.00 0.0%
7880 - UTILITIES 2,906.88 1.9%
Total Expense 77,074.24 49.5%
Net Ordinary Income 78,695.12 50.5%
Net Income 78,695.12 50.5%
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05/11/01

ADMINISTRATION

TWIN LAKES VILLAGE
Profit & Loss

January through April 2001

Jan - Apr'01 % of Income
Ordinary Income/Expense
Income
4300 - ADMINISTRATION INCO... 45,669.38 93.7%
4100 - GOLF COURSE INCOME 1,168.74 2.3%
4200 - PRO SHOP INCOME 1,980.00 4.0%
Total Income 48,818.12 100.0%
Gross Profit 49.818.12 100.0%
Expense )
6010 - PAYROLL SALARY 11,817.24 23.7%
6020 - PAYROLL WAGES 10,083.06 20.2%
6030 - PAYROLL TAXES 3,390.89 6.8%
6040 - EMPLOYEE BENEFITS 2.151.76 4,3%
6050 - WORKER'S COMPENSA... 6,656.00 13.4%
7000 - ADVERTISING & PROMO... 1,545.41 3.1%
7030 - BANK CHARGES 488.85 1.0%
7040 - CONTRACTS 7,053.00 14.2%
7060 - DUES AND SUBSCRIPTL... 66.48 0.1%
7070 - INSURANCE 6,030.45 12.1%
7100 - LAND 1,347.46 2.7%
7140 - LICENSE & FEES 40.80 0.1%
7200 - REPAIR AND MAINTENA... 8,260.13 16.6%
7510 - MISCELLANEQUS EXPE... 2,501.02 5.0%
7520 - MUSIC-ENTERTAINMENT 150.00 0.3%
7530 - OVER/SHORT 723.74 1.5%
7540 - POSTAGE/FREIGHT 1,280.83 2.6%
7550 - PRINTING 247.65 0.5%
7570 - PROFESSIONAL FEES 4,052.50 8.1%
7700 - SUPPLIES 2,612.32 5.2%
7800 - TAXES-SALES/USE (61.30) (0.1)%
7830 - TELEPHONE 2,870.35 5.8%
7880 - UTILITIES 9,672.85 19.2%
Total Expense 82,881.49 166.4%
Net Ordinary Income (33,063.37) (66.4)%
Other Income/Expense
Other Expense
8020 - DEPRECIATION 44,000.00 88.3%
8030 - FINANCE CHARGES 5.81 0.0%
8040 - INTEREST EXPENSE 32,909.26 66.1%
8050 - PENALTIES £91.15 2.0%
Total Other Expense 77,906.32 156.4%
Net Other Income (77,906.32) (156.4)%
Net Income (110,969.69) {222.7)%
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05/11/01

TWIN LAKES VILLAGE
Profit & Loss

January through April 2001

Jan-Apr'01 % of Income
Ordinary Income/Expense
Income
4000 - ADMINISTRATION INCO... 51,091.34 20.6%
4100 + GOLF COURSE INCOME 153,933.38 62.1%
4200 - PRO SHOP INCOME 20,204.69 8.1%
4300 - GRILL INCOME 22,693.12 9.2%
Totai Income 247,922 53 100.0%
Cost of Goods Sold . )
5200 - PRO SHOP COST OF G... 17,761.14 7.2%
5300 - GRILL COST OF GOODS 11,498.26 4.6%
Total COGS 29,259.40 11.8%
Gross Profit 218,663.13 88.2%
Expense
6010 - PAYROLL SALARY £7,189.64 23.1%
6020 - PAYROLL WAGES 38,542.42 15.5%
8030 - PAYROLL TAXES 11,375.01 4.6%
6040 - EMPLOYEE BENEFITS 6,369.83 2.6%
6050 - WORKER'S COMPENSA.... €,656.00 27%
7000 - ADVERTISING & PROMO... 5,165.57 2.1%
7030 - BANK CHARGES 51027 0.2%
7040 - CONTRACTS 7,553.00 3.0%
7060 - DUES AND SUBSCRIPTI... 66.48 0.0%
7070 - INSURANCE 6,844.89 2.8%
7100 - LAND 1,768.41 0.7%
7120 - LEASED EQUIPMENT 12,808.89 52%
7140 - LICENSE & FEES 40.80 0.0%
7160 - LINEN-CLOTH 719.74 0.3%
7200 - REPAIR AND MAINTENA... 27,700.69 11.2%
7510 - MISCELLANEQUS EXPE... 2,735.70 1.1%
7520 - MUSIC-ENTERTAINMENT 150,00 0.1%
7530 - OVER/SHORT 303,73 0.1%
7540 - POSTAGE/FREIGHT 1,862.33 0.8%
7550 ' PRINTING 389.81 0.2%
7570 - PROFESSIONAL FEES 4,052.50 1.6%
7600 - STORAGE 307.50 0.1%
7700 - SUPPLIES 8,825.26 36%
7800 - TAXES-SALES/USE
7830 - TELEPHONE 4,950.98 2.0%
7840 - TRAVEL 4400 0.0%
7870 - UNIFORMS 486.91 0.2%
7880 - UTILITIES 16,690.32 8.7%
Total Expense 224,210.68 90.4%
Net Ordinary Income (5,547.55) (2.2)%
Other Income/Expense
Other Expense
8020 - DEPRECIATION 44,000.00 17.7%
8030 - FINANCE CHARGES 5.81 0.0%
8040 - INTEREST EXPENSE 32,909,36 13.3%
8050 - PENALTIES 991,15 0.4%
Total Other Expense 77,908.32 31.4%
Net Other Incame (77.906.32) (31.40%
Net Income (83,453.87) (33.7)%
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TWIN LAKES VILLAGE

05/11/01 Balance Sheet
As of April 30, 2001

Apr 30,01
TOTAL LIABILITIES & EQUITY 2,581,858.73
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1993 OPINION NO. 86
IN THE SUPREME COURY OF THE STATE OF IDAXO

£, CL Neo. 19134
TWIN LARES VILLAGE PROPERTY
ASSOCIATION, INC, & gon-profit
Idsho corposation,
North Idgho Term
Plaipti®-Congtardefendant- October 1993
Respondent, 3
and Filed: July 29, 1993
TWIN LAXES INVESTMENT,
Frederiek C. Lyon, Clark
Intervepor-Countecdefendant- '
Respoudent,
V.

ERIC AUNE ead CAROL AUNE, husband
angd wife, GIB BRUMBACK and SUSAN
BRUMBACK, husband and wite,

BUCK BRUMBLAY and BARBARA
BRUMBLAY, busband and wife, GARY
CRANDALL and DIANNE CRANDALL,
husband and wife, PEYLLIS HARDY, o
stngle person, JIM LOWMAN and CEERYL
VAUGHN, husband aud wile, HARRY
STOWELL, a single person, CHARLES
STRANG, 2 single person, SHERMAN
BLAKE and BETTY CHASE BLAKE,
husband and wife,

RECEIVED
JUL30 s |

" PHCB & M . cog

Dofeadanss-Conntarelablutants,

and

JOHN CROWLEY, a single persan, JASON
DAY and LEORA DAY, hustand and wile,
DON DICESON, g singls persog, STAN
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MOORE and INA MOORE, husband snd
wile, FERMAN PASOLD, a single person,
UDO ZEIDLER and PAM ZEIDLER,
husband end wife, AUGIE ELAUE and
MAY ELAUE, husband and wife,

Defendants-Counterclaimants.

)
)
)
)
)
g
Appellants. ))

Appedd from (e Diszic Court ot the Fist Judicia District, State of Idaho, Kooteral
Ccunty. The Honorshle Rickerd G, Magnusos, Distiet Judge.

Homegwners appesl from an erder regudring them to pay certein assassments for
improvements made by el bomeowners' assocaton. Afrmed fnn fart and reversad in
Sart. - ,

Witherspoan, Kellay, Davenpor & Toole, P8, Coeur d'Alene, Idano,
for appeilanrs, Edward I, Ansoz argued

Pane, Hamblan, Cofin, Brooks, & Miler, Coew d’Alens, I&ahe, for
respondent Twin Lakes Village Property Assoefadon, Ine, snd Lukins
& Anpls, Cceur d'Alene, Idshe, for respondent Twis Lakas
Investment. Mary M. Palmer, Spokane, Washington, argued

BISTLINE. J,

The stipuiated facts 2nd docuamsninry eviderce subminted o the {rial court show that
the Twin Lakes Vilage Propesty Assoclation, Inc, (“the essociation”) is 2 non-profe
sorparasion. In July of 1973, Pack River Properties, Inc, 3 washf.ngm ¢orporaticn, created

the Twin Lakes Village Subdivision in Koctenal Cottaty, Idaka. The subdivislen criginelly

nad 2 nine-bole goif course, a giubhouse, sennis courts, and 2 swimmblg pock as well as
cther amenities, for the use of the asseciation members, Members paid a separate anmezl
fas in order to use the golf course, _

In 1985, Pack River guve notice that v wowid cease 10 eperats the properdes ¢t Twin

Lakes Vilage. After the announcemest, the wembership of the assoclation explored ways

2
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10 continte the epecation of sssgelation’s smenities and cther necessary servicas.

Iz 1986, Twin Lakes Invesmments ("TLI") purchased the Pack River properties. After
the acquisidon, meetings were held about the futurs operation of the amanities and services.
By Sepismber, the association board of directors had developed, for submission to the
membesship, 2 plan which Included the acquisiion by the membearsiip from TLI of ths
existing mine-dole golf cowrse, together with additional property for the construction of nize
more hoies of golf course, and all other of the exsting membership amenities. The plan wes
submitted to the membership. The assoclation’ board of directors drafted propesed
amendments 30 the ardcles of incorporaton, the byiaws, and the provective coverants in
order to ascommedare the purchass of the goif course and w provide for its future
development and cparetion, as well as the other services and amanities, Thase proposed
amencments: 1) chengsd the voung stucure Of the mambemhip Fom & weighted symiexm
based upop square footzge of propery owned within the village to & cpe lorozne voie
systes; ) eleinated provisions waich forbid any amendment to the bylaws which would (3)
deprive ¢ member of a then existng mght or privilege or (b) effsct & fundamental change
in the palicies of the assiciaten; and 3) permitted the aequisition and improvemexnt of the
golf eourse.’ |

These propesed amendrments wers passad by the membersaip on Jasuary 24, 1587,
After s approval of the amendments, the fssue of the property puvchase from T11 was
submirted o the membership for vote, and was ampfr.d and pussed by the majority. This

vore was in gecordance witk the provisions of the newly adopted amesded bylews, TLI a5

ewners, dld 2ot sxercise their nights 0 acy, vors or pandcipats 1 the voting action to
apprave the purchass by the association, o

~The board thersafter lavied a new assessmen: on & membershizs for the Turposes
of écqu;’ring, developing and ¢perating the property and for the further dcvczopﬁcnt of the
golf eourse by an addlionsl nine-aoiss, THiS assessment was in addition to the reguler
annual assessement p:wicﬁly pald by the mambers befere Janwary 24, 1987, The association
and TLI anterad intc ax agsement of purchase en Apdl 3, 1987.

.3-
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 The association instituted a decleratory judgment sction against those assoclasion Iot
owzers who bad fafled to pay the assessments. The defendant lot owners cmmtzrclai:ﬁed,
arguing that the astions taken by the associztion were iovalld under the original corporate
documents, Tuey also sought a declaratory judgment 48 £9 fhe effect of the assessments,
TLI was allewed to intervene in this matter, .
The defendants asseriad at trial tha they were not required to pay the.assessment,
{n part, because the amendments 1o the bylaws which permitted e pwrchase of the golf
_eourse and gmenites were void because they violated Article 8 of the orlginal Tylaws
(hereinafter "the protective covenanty™, which placss lmitations on the members’ bility to
azend the bylaws, Ths protecdve ¢ovenants provides

These Ev-ngs mav bg reoealed orawmended by 2 vote reprasentng twosthirds

: by the members present at any regular meetmg

of the uscc fation, or at any special mesting of the assocladon called Zor that

> Purpose, sxceoc thot the member shail not have the gower to chenge the
purposes of the asseeiation so as to decresse its rights and powers uader the
Iaws of the State, or o waive the requirement of band or ather provision for

the safery and seeurity of the property ad funds of the association and its

memcers armmmmmmwm

t a C"E. Q"'I

{Emphasis added.) Further, the members argusd that the exmygordinary assessment x:npcscd
to finarce ke purchese did not pass by the required stper-ragjority of votss as required by
the amended bymws. '
The distriet court, sitting without a Jury, ruled {or the propeny assodation. The tourt
keld that:
1. Theanlles of meorperation, the bylaws, and the original protactve covenants
were properly and lawfily evended.

2 The zmezdments o these documsats did nosefect 2 ﬂmr.‘amenta chang,e in
tha polizias of the Asscc.a'-or..

U
-

While the origina! voung system was chanse" 23 2 resuit of the amendmsnts,
the defapdants did cot assar or shew that the new "one ownership~one vote”
e affected the outcome of the vore or that their tights were prefudicsd

..

vy
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by this change.

4 The assessments were Jewfully fmposed upon its members.

5. The plaintif was entitled to judgment and prejudgnent interest agzlnst ths
defendants,

Some but not all of the defendants appealed from the dist+ict court’s ruling, (T’ha
appellants are hereinafter raferred to as the members.) ' |
DISCUSSION
The members maks four arguments on appeal: _
1. That the amendment of the bylaws that elinminated the protectve covenants
viglated those same sovenanis. ,
2, The: the protestive covenants were violated whea the bylaws were amended
19 change mewber voting rights 10 a cne fc_t-cma vote sysiem from the previous system,
which alletted vb:ing s::engﬂ:'cn basls of the smount of property cwaed within the village.
3., That she amendmesis o r.he.bylam that permittad the purchase of the golf
course violated the protectiye covenast that forbide eny amendment thar chenges the
fndamental policies of the assosiezion,
4  That the assessments imposed against the memtbers in order to purchase and
operate the golf course did not pass by the required number of votss.

- In order 1o resalve these Issuay, we must consTae e bylaws. Becauss corporate
documents eve sguivelent W conmasts among the memzass af the associaren, the normal
rules governing the inserpretation of conwacs apply. Ses Black v Glass, 438 S0, 24 1359,
1567 (Ala. 1083); Amertzan Center for Edue, Ine, v. Cavnar, 26 Cal App, 36 26, 32 102 Cal
Rptr, 575, 580 (1972). The objestive [n interpredeg contracis is 10 aseertaln and give eSest
to the intent of the pasties. See Lizar v. Wesern S, Co., 107 [dako 693, 637, 682 .24 337,
341 (1884). The intent of the parties should, #f possitie, be ascertained from the langusge
of the documments, Suchon v, Suchan, 106 Idahe 654, 860, 682 P.2d 607, 613 (1984). The

. determinatior of 2 conace’s meaning 2nd legal #Teet Is 4 quastion of law when the contract

) ;5.
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is clear end woambiguous. Bondy v, Ley, 121 Ida.hu 993, 996-97 829 PA¢ 1342, 134546
(1592). . .
We conclude, for the reasons expressed below, that 1) the amendment which
eliminated tie proteciive covenants is invalid; 2) the change In voung struchure i invalid; 3)

" R R . - L -
27 NLRLIS rauil Uy s B - bUH - AT

the purchase of the golf course &id pot effect 2 fundaumental change in the polleies of the |

pssociationy but 4) the merabers ars not requissd o pay the asssssments because. of the
irregularitiss in the vodng on those messures. Consequently, we affrm the order of the
district court in part and reverse i in perw |

1. The Amendmiant of the Bylaws Which Hmlm:ed the Protective Covenants
is Yoid.

When the bylaws were amsended, the prcr.:bmon agains: depﬁving acy member of
ther gisting rights and priviieges and the prohibidon against effeering 8 fundamental change
iz the policies of the mssociation were alimizgied. The members challenge thess changes
a3 vidlative of the provisinns they eliminated.

We agres with the members. I the elimination of those covenants ere ellowed to
stand, the members, who jovested substantial sums of money baileving they were joinlng 2

homecwner's associadet in order to protect 2ad preserve thelr [ovestment, could, by

majority voie of the cther owners, be scbjeced o unrestricied changes in the nanure,
purpeses, policies, and rules of the associatlon, This woitld not be so uader the pratective

covenants. The protective covenants created a right to be free from fundemental chatge

end made inslienable ali rights and privileges currently passessed by the members, Because
the elfmination of the protective coverants eliminated those rights, the amendmert s o

viblat‘nn. tharsof and thue 18 void,

2. The Amendniests to the Vo:s.ng Rights Bylaws are Invalid Becguss The
Ameadment Deprived the Mombers of An Existing Right.

Prior t0 toe 1087 amcndme-ns, votes wars allc:a.-ed ascording to square foot
ownesship witkin the plar “That formula was changad to cne of "one lot-aze vote! Thus
those owners wito made a lrger fvestment in the association no loager had a larper say in

-G
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| | the ruaning of the associzton &5 @ result of the smendment. The members argus hat the
ameadments that changed the voting systeza viola‘ed the protective covenants by dspmmg :
certain members of thelr then axisting vct!ng Tights,
Tu ordet o resCive this lesue, we mist determaine the extant of the members’ votng
'rights in ordes to detarmmine whether the amendments wese & deprivation theraof Prior to
the amendments, Aricle 3 of the articles of incorporation listed among the "rights of the
members” that “ihe voting Hghts of each membership fn the asscciation shall be i the same
prcporﬁan as the square foctage of the Iot owned or being purchased bears 1o the total ,
square foomge of land in the plat, exclusive of the piarted commoen areas and public
| roadways.” Thus, the members’ voting rights consist of two saparate and independent n‘gins; '
1) the right to the vote fself and 2) the rightto the man=sr by which the veie was weighred,
- The assaciation argues that the climination of the second rights oply "dimirishad” the
vating rights because the members stll have tie frst right In s entirery, This arg-nimen:
cannat prevall, however, because even ¥ ouly one of the members’ two voting rights wes
sliminated tha fact repaaing that the second right was towlly eliminated, Thus we deslars
the amendment that chapged the votiog sTucture io be void as violative of Article 8 of the
bri'ginal bylaws because the wmembers were futslly deprived of & right then exlsing,

3. The Ameadments Which Permitted the Purchase of the Golf Course Did
Not Effect 8 Fondamental Change In the Polldes of the Assoeintion.

~ Finally, the members ergus that the purchase of the golf course eZected 2
fundamental change in the policies of the essociadon and is therefore mvelid. They peint
1o Artiele 3, which states, fn relavant part, '

Pecunizry guin Is mot the object of this Carperation. Ths purposss fof which
this corporation s organized ara ganerally, but not limited o the nolding and
mainteining In gesordence to the BrLaws 25 ffom time 0 time adopted acd
awmeddled, the comuion areas , . . and any sther propery it may subsequently
asquire, ., . within gaid plat, meimtzinisg and superviving contrel of the
arcaitectural design of improvemens placed upon the property fn said rlay,
azd throvgh the arckitacrural conma] commitae to e created vader the By-
Laws of this corporation and its other proper offcars, to intarpret and enforge
the pmuc:ve and restrictive covenams |

.
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The members argue that a fuzdamental change cccurred when the association
became the owner and operator of an entrepreneurial vesture, whers before the main
funcHon of the association was as 2 earetaker of the cotumon areas. The association fs quick
to paint out that the article goss on to provide that "[ijs addition to these general parposes
but without limitation thereot” the association "shel] have ell the powers of carporations
providad for under state law including the power to purchase real property, borrow money,”
and "[tjo acquire and hold as common areas freal property] pursuant fo the protective
covemants , , , axd 1 malnwain sad improve the same for beoefit of the members and 10

eke asgessments therefor subject 1o thase Ardeles and the Dy-Laws.”

We conehude the purchase, Hnascing, imprevement, and maintemance of the golf
course falls squarsly within the powers expressiv granted to the association. It necessacily

 follows that the exarclss of the power sxpressly ganted {n Artlcle 3 couid not be considered

a fundemental changs In ths policies of the essoclation as contemplated by Article &
Otherwise, the powers never would have baes granted to the assodiation a.n::_‘. that perticn
of the Amicles of Ircorperaden would te recdersd e nullity. This interpratation is
cansonent with our rule that variows provisions &n a contract 21ust be comstrued, If possle,
50 to give foree and effect to every par: thereof. Wright v. Village of Wilder, 63 1daho lﬂ
123, 117 P24 1002, 1003 (1941); see George v, Universlty of Tdaho, 121 Idaho 30, 36, 822 P24
542, 553 (Ct. App. 1591). ,

Our eonclusion, that the amendmen: autharizing the purctase of the golf course did
not effect & fundamental change, does not mean the purchase is ctherwise valid because, s
we held [n part 2 above, the method by which the puschase was approved (the one lot-0ne
vote system) was invalid. The associetion arguss thar any error in that regard should be

deemed harmless becauss the members have nat shown asy prejudics From the change in

@ 0
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votlng swucnwe, Le, that the result of the balloting would have been different! We

‘ disagree. Idaho Rule of Clvil Procedurs §1 permits a court to reverse a judgment wheaever

- such a,c:io:; Is required 10 do "substantial justice,” Given the diffionlties in proving prefudics

I tals case elong with the Myndamenral character of the right to vote, we conclude it would
be fundamentally vnfiir to allow the results of the balles 10 bind the members, Thus,
although we do nof validate the purchase of the golf course, we 4o hold that the members
are not lable for any assessments to fund the pmﬁase, maintensmce, or operation of the
golf eourse unless the purchase and assessments are propetly approved purwsam: to the
original voting suueture,

4, The Assessmeuts Were Not Properly Approved Under the Amanded
Bylaws.

Tae dnal issue raised by the members is whether, assuming e legitimacy of the .
change in voung struchure, the assesaments. imnposad for the purchase end meintezance of
the golf couwse were properly approved umder the tarms of the amended dylaws. Zven |
though we held in pert 3 above that the members are not Hable for the assessments curenty
Imposed, we address this jssus to give guidancs in case the assocladon decides to avtewpt
to kmpese assessments {n the funre,

8. Any extraoreding

Adter the acaquisition of the golf course was approved the memberskip voted
imgose & one-ime assessment of 34000 10 e 2ppiled towards the purchase of the golf
sourse, Sixty-three percent of the membership voted in favor of this asscssment The
assesszent, acasrding to the members, i ivalid because & &id not pass by 2 two-thirds
majority of the total voring pewer of the assaciadon as required by Article 6 of the amendad
bylaws,

 Yeis not clear on the record befare us wiethar the members covld havé made soc
2 shmv.mg. If the membershiz voted Oy secret ballot it would be nearly impositie %
determine what e cuteeme of the vot’.ng would heve been had the original voe.ng system
bes=n u.sad..

~9.
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Artlele § of the amended bylaws provides that entraordinary dssessments vasy not
excoed twenty per caat of the budge:ad pross expensss, excluding reserves, for that fiscal
'+ year without the assent of two-thirds of the votlag power of the Asscciation. Tt 5 umdisputed
that the §4000 essessment excesded the twenty per cent amount. Thus, the members claim
that this zsseasment Is fuvalid besanse ft was approved by sixiythree per cent of the
mezbership instead of the sixtyssix per ¢t tequired. The association argues that Article
1§ permitied the assessment 10 be approved by a shmple maicrity, Artdle 15 spesiScally
deals with the zequisition of the golf course and Article 133(z) parmits 4 simﬁza mzjority
to detesmine whether “to puchess the golf course for cash er other cocsideration o be
- ralsed by Exmasrdingry Assessroent and/or third panty bomowlng" Article 15.3(d) gees on
10 sate that Artlele 15,3 Is intsnded to "allow all deeisions with regpest to the requisiton,
operation aod mainzenance o be made by & majorly of a quorum of the vetng power.”
We first note that the Court il read & contract as a whole and will give mezaning 10
all of irs terns to the extent possible. Mughe Valley v Pro Bustness Services, 115 Idalo 558,
565, 808 P.2d 1303, 1310 (1991). The atove quoted lenguage from Article 15, however, only
permiss & simple majority of ths members to authorize the purchass of the goif course, It
does not spask to the approval of the fupding method. The refersoce to straordinary
aaseswrmenss aad/or third-party Bomowing i & eondition oo the assaciation’s Tower 1o
purchese the golf course, l.e, the purchasing autharity gransed by 15.3(a) {8 conditdcnal vpon
the approval of an extrantdinary assessment and/or third pary bemowing, The langusge
does net permt the imposidon of an extracrdinary aassgsmoent with only @ simple majority
vote. The craffers myst have intended Article 153(a) to imeorporate the supermajority
provisions of Artels 6 because Articia 6.4 states that axeraordina~y assessmants may be uged
to "pequive additional Common Area {such gs the Golf Course).” (Emphasis added) To
belaber the obvious, the purchase of the golf cowrse would pot have been wsed as ax
Tlustration of & percussible purpase of az Article § extracrdinary gssegsment if the drafters
did not intend Ardcle 6 10'set forth the mroceduzes for the apprcvﬁ ef the ‘en:aordimjr
assessment 10 buy the golf course, | o
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Aczordingly, we hold that any extraordinary assessanent, izelnding thoss intended to

apply to the pu:chaael of the golf course, must receive a two-tkird majority vote in favor In
atdsar 1o pass.

In additfon 10 she $4,000 assessinient, a yaatly assessment of $720 was approved. The

mambers argue that tus assessment is 2 regular assessment 3 defined In Ardcle 6. They
argue that this regular assessient s also lvalid because usder Articls & of the amended
bylaws regular assessments can be sev by the Board in an amount not greaier thag t%renty
per cant of the regular assessments of the prior year withowt the vare or wittez asse;-:t of
the majerity of ol members. Here, it & undisputeq that the §720 assessment exesaded che
amount the Board was empowersd 10 authorize without membership appraval [t fs also
undisputed thar the $720 assesgment was passed by 63% of those voting, but ofly 31% of
the twotal voung power, TLI, with 14D of the ata] 278 votes did uot vote on the resslution,
electng to abstain, and Rarther did oot give is written assent 1o the sssessment Thus,
according to the mesibers, the §720 asyessmens is invalid besause it represents ac increase
of over 20% froma the previous year's gssessment and it was Zot 2rproved by a majority of
all of the asspciation's manthers required by Artels &,

Tae associatian rafers us 1o Anticls 13.3(c) which permits & "majority of & quonan of
the total voting power” of the membership "o adjust the Regular Assessmenis a5 necessary
for expenses of operstion and maintesancs of the Golf Comse” We agrse with the
association that the above lenguage In Artiele 15.3(c) is clearly intended to eenizel over the
Article 6 regular assessment procedures. It fs well establishad that specific provisions in 2
contract counol over geasral pravidons whers both relate ‘o the same thing. Morgan v.
Firestons Tire and Rubber Co., 68 [daba 506, §18-19, 201 P.2d 976, 583 (1949). By conwas,
Artiele 135.3(z) 19 Intanded 1o suppiement, by incorporation, the Ardcle 6 extrzordinary
assesgments procsdures,

Acaordingly, we Beld that the provisions of Article 15.3(c) contral the method by

.11
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which regular assessments nsed for operatlon and maintenance of te golf coucse may be
~approved.
CONCLUSION
. W Eold that the amendment to the bylaws regurding the members’ voting right is

vold. All fature votes must be conducted uader the orighal'votiag scheme, We also'hold

that the smwendments 1o the Yylaws that permitted the purchase of the golf courss did not
effect 2 fundamental change in the policies of the associadon, However, bacause of the
rregularities i the voting, we hold that the members are pot Bable for thoss assessmens.
- Any future exrraordinary sssessnents must pess by a two-thirds majority, Any furure regular
asscsstments for the operation and malnispansce nesd only majbn‘ty vote {o pass.” Fnally,
the amendments to the protective restraints are void Cosis oo appeal o tbe appellents.
The respendent’s raguest for stiormey fess is denfed,
. MeDEVITT, CJ, JOHNSON and TROUT, X, comeur. BAKES, I, '(ret), fuly
participated prior to ais ratrement on February 1, 1995, concurs. | ' :

1.
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May 8, 2001

Mr. Kevin Klier .

Twin Lakes Village Property Association
5416 W. Village Blvd.

Rathdrum, ID 83858

Re:  Amendments to the CCRs and Bylaws
Dear Mr. Klien:

You have asked our opinion as to what procedures would have to be followed by the Association in
order to (1) amend the Restated Declaration of Covenants, Conditions and Restrictions for Twin Lakes
Village in order to provide for each owner of a particular unit a vote, with that vote not dependent upon
any determination of square footage; and (2) what steps must the Association follow in order to amend
the Bylaws in regard to what constitutes a majority of Association members for purposes of amending
the Bylaws.

The property commonly known as Twin Lakes is a condominium time share golf course development
subject to protective covenants and run by the Twin Lakes Association (Association). The Association
is a non-profit corporation formed pursuant to Section 30-326 and 30-327 of the Idaho Non-Profit
Corporation Act.

Articlagof Incorporation established the Association, defined its existence, purposes and powers, and
members. Articles of Amendment of the Articles of Incorporation of Twin Lakes Village Property
Association, Inc. were last filed with the State of Idaho on or about September 6, 1994. Pursuant to the
Articles of Incorporation, the Association is empowered to also adopt Bylaws to govern the internal
procedures of the Association. Article 8 of the Amended Articles of Incorporation defines the process
under which the Articles may be amended. Specifically, the Articles of Incorporation may be amended
at any time in any way by the vote or written assent of at least 66 2/3 of the voting power of the
Association (represented at a meeting for such purpose in person or by proxy); provided, however, that
the percentage of the voting power necessary to amend a specific clause or provision of the Articles
shall not be less than the percentage of affirmative votes prescribed for action to be taken in regard to
the subject clause or provision and provided further that any such amendment shall not be inconsistent
with the law.



May 8, 2001
Page 2

The Bylaws of the Association were restated on or about September 23, 1994 and subsequently twice
amended pursuant to duly authorized amendments to the Bylaws on September 27, 1994 and
August 29, 1994. Article 8 of the Bylaws provides that the Bylaws may be amended at any time in any
manner by resolution proposed by the Board and approved by a majority of the voting power of the
Association, provided such amendment shall not be inconsistent with the Articles, the Declaration, or
the law.

We have assumed that (1) the Association is duly organized, validly existing, and in good standing
under the laws of the State of Idaho; (2) the Association has all necessary power and corporate authority
to perform its obligations; and (3) the Association has authorized by all necessary and appropriate
corporate action on its partall prior and existing articles, bylaws, amendments, restatements, resolutions
and actions of the Board.

Whenever a statement herein is qualified by the phrase “to our knowledge” or by any other similar
phrase or word, it is noted that nothing has been brought to our attention, it means that the opinion
stated is based solely on the conscious awareness of information by one or more of the following
persons as to the matters being opined on: (i) the attorney who signs this opinion letter, (ii) any attorney
at our firm who has been actively involved in preparing this opinion letter. We have not undertaken
an independent investigation to determine the accuracy of the matters covered by any such statement
and any limited inquiry undertaken by us during the preparation of this opinion letter should not be
regarded as such an investigation. No inference as to our knowledge of any matters bearing on the
accuracy of all representations of the Association.

Based on the foregoing assumptions and subject to the qualifications and exclusions stated below, we
are of the opinion that:

AMENDMENT OF DECLARATION OF COVENANTS,
CONDITIONS AND RESTRICTIONS

The Restated Declaration of Covenants, Conditions and Restrictions (CC&Rs) sets forth the protective
covenanis in regard to Twin Lakes Village. In addition to providing a basic structure as to how the land
subject to the protective covenants is to be developed and held, those protective covenants also
provided for the establishment of the association in order to manage the project.

Generally, an owner of a lot or unit automatically becomes a member of the Association and remains
a member of the Association until his ownership terminates. Inregard to what voting rights a particular
Association member may have, Article 2.5 provides that the Association shall have once class of voting
membership consisting of all owners of residential lots or units, and one (1) class of non-voting
membership consisting of all owners of commercial lots or units. The voting requirements are set forth
in the Restated Bylaws and shall be in the same proportion as the square footage of the lot owned or
being purchased bears to the total square footage of land in the plat, exclusive of the platted common
areas and public roadways. Votes shall at all times be allocated equally on a per lot or per unit basts,
with each single family residential lot having one vote and all other lots (duplex and/or condominium
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lot) also having one vote each. The CC&Rs contemplate that owners of a duplex or condominium unit
on a particular lot will determine how that particular lot’s individual one vote will be cast.

The Twin Lakes Village Supreme Court Case

The inquiry as to how to amend the Articles, Bylaws and CC&Rs to provide for a one vote per lot or
unit purchased without consideration of the square footage of the lot as it relates to the whole plat is
not a new one for the Association,

In Twin Lakes Village Property Association v. Brumbek, et al, 124 Idaho 132, 857 P.2d 611 (1992) the
Idaho Supreme Court determnined that the Association’s amendments to its Articles of Incorporation,
the Bylaws, and the protective covenants purporting to (1) change the voting structure of the
membership from a weighted system based upon square footage to a one lot one vote system; and
(2) eliminating provisions which resulted in depriving a member of a then-existing right or privilege
or would result in a fundamental change in the policy of the Association were invalid (copy enclosed).

‘The Idaho Supreme Court found that the original Articles, Bylaws and protective covenants had created

certain inalienable rights and privileges which could not be involuntarily diminished or eliminated
without the consent of a member.

We agree with the members. If the elimination of these covenants are
allowed to stand, the members who invested substantial sums of money
believing they were joining a homeowners association in order to
protect and preserve their investment, could, by majority vote of the
other owners, be subjected to unrestricted changes in the nature,
purposes, policies and rules of the association . . . the protective

covenants created a right to be free from fundamental change and made
inalienable all rights and privileges currently possessed by the

members. Because the elimination of the protective covenants
eliminated those rights, the amendment is in violation thereof and thus
is void. Twin Lakes, at p. 135. (Emphasis added)

Likewise, the court in determining that the proposed amendments to the Bylaws were likewise invalid
stated that the members’ voting rights consisted of two separate and independent rights: (1) the right
to vote itself and (2) the right to the manner by which the vote was weighted. The Association had
argued that the elimination of the second rights only diminished the voting rights because the members
still have the first right in its entirety. The court made a point of distinguishing that two separate rights
were involved and that the Association could not eliminate totally the second right.

In our opinion, in order to change, modify or amend the CC&Rs, including but not limited to the voting
rights of Association members, the procedure set forth in Article 14 must be followed and the ruling
in the aforementioned case considered. Article 14 provides that notice of the subject matter of the
proposed amendment (in sufficient detail as to properly apprize an Association member of the context
of the amendment) must be communicated to the members. As aresult of the Court’s holding in Twin



May 8, 2001
Page 4

Lakes itis also our opinion that should the proposed amendment affect, directly or indirectly, rights and
privileges that would or could have been material considerations for an owner or purchaser at the time
of their initial purchase (those matters set forth in Article 14 would in our opinion be considered
material) that all of the homeowners affected (100%) must approve of the amendment pursuant to the
original voting scheme.

Special voting provisions also apply to (a) amendments of a material nature. Because voting rights are
specifically dealt with in Article 12, financial institutions holding first mortgages representing at least
51% of the votes of the lots or units that are subject to a mortgage must also approve the terms of the
amendment. First mortgagees are deemed to accept or consent to the proposed amendment should they
fail to respond or vote to any proposed amendment within thirty days after delivery of the proposal to
the mortgagee.

AMENDMENT OF THE BYLAWS

Article 8 of the Bylaws provides that they may be amended at any time and in any manner by resolution
proposed by the Board and approved by a majority of the voting power of the Association, provided
any such amendment shall not be inconsistent with the Articles, the Declaration, or the law.

To amend the Bylaws the Board of Directors should consider the proposed amendment, adopt a
resolution approving it and recommending its approval by the Association, and provide a copy of that
resolution and the proposed amendment to the Association members with sufficient detail that they may
make an informed decision as to whether or not to approve the amendment. The resolution (unless the
amendment affects an inalienable right) and the amendment of the Bylaws must be approved by a
majority of the voting power of the Association in order for it to be effective. In other words, 51% of
the existing Association members must vote in favor of the amendment by either casting their vote in
person or by proxy.

If the subject of the proposed amendment is one that would change the method of approval of an
amendment which would or could affect an “inalienable right or privilege”, such as changing or
purporiing tc change protective covenants, it is our opinion that 100% of the affected membership w111
need to vote in favor of the proposed amendment in order for it to be effective.

SUMMARY

In order to effectuate an amendment to the protective covenants the Board should consider and adopt
the appropriate resolution clearly setting forth the purpose and nature of any proposed amendment,
transmit that information to the members of the Association (and to the extent that it deals with a
subject articulated in Article 12, any first mortgagees). To pass, 66 2/3% (2/3 majority) of the members
in the Association who are entitled to vote must vote and vote in favor of the proposed amendment.
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Should the Board choose to seeks to amend the Bylaws, the same procedure should be followed in the
case of the Bylaws only a majority of the Association members who are entitled to vote must vote and
must approve the terms of that amendment.

However, if the subject of the proposed amendment is one which would affect an inalienable right or
privilege as defined by the Court in the Twin Lakes case, with those matters identified in Article 12.5
likely to be determined as such, all of the membership whose rights may be affected would have to
consent to the amendment or vote in its favor.

If you have any questions in regard to the contents of this letter or otherwise, please do not hesitate to
contact me.

Sincerely,

BJB/Klm

cc: Lisette Carter
HAHOMEWM TNAWRALFCuwin lakes\GeneralConsuli'klier. opinionltr. wpd



2001 SURVEY RESULTS

27

.5% RESPONSE RATE FROM THE TLV MEMEBRSHIP

NOTED ADDED COMMENTS:
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11.
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TLV needs an enforceable dress code for golf course attire

The Grill should be open only for special parties during the winter

The Grill should be a profit center but it never will be

The community should be for folks 50 and older

The Grill should be supported with a use-it or lose-it fee

Snow removal was the worst in 8 years

Financial statements should be included in the newsletter

Full-time commissioned sales person should be hired for the restaurant and golf
course

Atpresent TLV is affordable but increase in dues could affect that
Frequently feel the board does not validate the opinions of the members
Great pride in people who live here but not in management for past 4 years
Repayment of loan should be #1 priority.

Losing money

No apparent long-term capital improvement fund

More service

No evidence that lower green fees will affect bottom line

Response percentages on random questions:
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18.
19.

22
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Twin Lakes is affordable: 25% disagree

The Grill should be open year round: 54% disagree
. Assessments are a necessity for members: 39% disagree
Important to receive priority tee-times: 17% disagree
Employees need to have incentives: 19% disagree
Recreational dues seem appropriate: 38% disagree
Membership needs being responded to by management: 21% disagree
Satisfied with my membership: 16% disagree
. The Grill should be a profit center: 17% disagree
. Clubhouse needs an inner staircase: 42% disagree
TLV is a family community: 16% disagree
. I will attend social events at the Grill: 13% disagree
. Satisfied with snow removal: 39% disagree
. The entry needs to be renovated: 21% disagree



TLV Board Of Directors Meeting

Sign in Sheet
Tuesday, May 15, 2001
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