SHADOW LAKE HOMEOWNERS’
ASSOCIATION

REFERENCE MANUAL
(REVISED SEPTEMBER 2007)

DISCLAIMER AND REFERRAL TO DOCUMENTS

The reference manual is designed to familiarize owners briefly with the
Homeowners’ Association, management, policies, and procedures. A more

— comprehensive reference to any item concerning the Association can be found in the
Master Deed, Articles of Incorporation, and By-Laws issued to all owners at the time
they took title to their home.

In case of any conflict, the Master Deed, Articles of Incorporation, and By-
Laws shall control.

SHADOW LAKE WEB ADDRESS: http://shadowlake.home.insightbb.com

TOWNE PROPERTIES ASSET MANAGEMENT COMPANY
MANAGING AGENT FOR SHADOW LAKE HOMEOWNERS’ ASSOCIATION
500 Thomas More Parkway
Crestview Hills, KY 41017-2175
. Phone: 859-291-5858
Fax: 859-291-7767
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WHAT IS A HOMEOWNERS’ ASSOCIATION?

- A Homeowners’ Association is an organization of residents. A buyer will
automatically become a member with the purchase of a home within the
development. As a member, he/she has a voice and vote in the Association’s
affairs. These votes are cast during the annual or special meetings of the general
membership.

The Homeowners’ Association is an incorporated, non-profit organization operating
under recorded land agreements through which each unit owner in a described area
is automatically a member. Each member is subject to a charge for a proportionate
share of expenses for maintenance of common property and support of other
necessary activities of the organization.

WHAT DOES IT DO?

The major responsibility of the Association is to protect the investment and enhance
the value of the property owned by the members. This is accomplished by providing
for the physical maintenance and operation of the shared property. The Association
has other responsibilities too; such as, enforcing the master regulations and
architectural controls and setting up an effective communication system among
members.

To assure the homeowners of a well-run organization, a professional management
firm may be retained as an integral part of the operation of the Association.
Professional management will ensure that the Association functions as a viable
business organization, protecting the homeowners’ valuable investment. The
management staff will coordinate and supervise the maintenance, financial, and
architectural facets of the Association.

THE HOMEOWNERS’ ASSOCIATION IS A BUSINESS

No matter what role you play in the Association, one thing is certain; you will want to
operate as smoothly and efficiently as possible. The most important thing to
remember about a community association is that it is a business. To be successful,
it must be operated like one.




MASTER DEED, CONDITIONS, RESTRICTIONS
EASEMENTS AND LIENS

When the developer plans a project, they develop a set of legal documents, which
establish the community association, govern its operation, and provide rules for use
of all properties in the community. The legal documents consist of the following:

1.

Master Deed shall mean and refer to the instrument establishing the
condominium. It details each owner’s property and his/her rights and
obligations in the Association. The master regulations are important rules in
your day-to-day living. They are established to make sharing the property
convenient and easy for you and all others involved.

Articles of Incorporation shall mean and refer to the Articles filed with the
Secretary of State of the Commonwealth of Kentucky incorporating Shadow
Lake Council of Co-Owners, Inc., as a non-stock, non-profit Kentucky
corporation under the provisions of KRS Chapter 273, as the same may be
lawfully amended from time to time. It identifies the association and its
purpose, structure, and powers.

By-Laws shall mean and refer to the rules and regulations governing the
Council. The By-Laws delineate the meeting process, election procedures,
powers and duties, board meetings, records, fiscal year, and amendment
process.

At the time you purchased your home, you should have been provided with a
set of documents consisting of the Master Deed, Articles of Incorporation, and
By-Laws. Please read these documents carefully since they clearly establish
your rights as a homeowner. They also help define the areas that are
restricted for the purpose of maintaining the integrity of the community.

If you do not have these documents, you can purchase them from the management
company at a nominal price.




MANAGING THE HOMEOWNERS’ ASSOCIATION

Ensuring the day-to-day managing of the Homeowners’ Association is the
responsibility of the Board of Directors elected by the Association Membership. The
Board is to carry out their duties as described in the Master Deed and By-Laws
(reference Article VII of the By-Laws). Some of the responsibilities of the Board of
Directors are:

Establish the policies and regulations that govern the Association

Supervise and prescribe the duties of the managing agent

Approve the operating budget and all expenditures made by the Association
Set the amount of the unit assessments

Procure and maintain adequate liability and hazard insurance on property
owned by the Council

Maintain the common areas and structures located on common property
Appoint committees as deemed appropriate in carrying out its purpose, and
Keep a complete record of corporate affairs and report to homeowners.
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PURPOSE OF THE BOARD OF DIRECTORS

The purpose of the Board of Directors is to allow for elected representatives of all
owners/members to set forth and administer policies and procedures, and to make
managerial decisions affecting the operation and maintenance of Association
business and all commonly held real property.

The members of the Board of Directors, being duly appointed and/or elected, are
recognized by the State of Kentucky as Officers of the Corporation (Association) and
have the authority to enter into contractual obligations, carry out and enforce all
provisions of the Articles of Incorporation, Master Deed and By-Laws, and may
assign such responsibilities as deemed appropriate to the managing agent.




THE MANAGING AGENT

The Board of Directors employs a professional management company to manage
the day-to-day business of the Shadow Lake Homeowners’ Association.

The managing agent for Shadow Lake Homeowners’ Association is responsible to
the Board of Directors for carrying out the day-to-day operations of all Association
business and commonly held real property.

The managing agent has specific authorization and obligations as contained within
the management contract. The management contract will generally run for a period
of one (1) year or longer as determined by the contract. The present management
agent is:

Towne Properties Asset Management Company
500 Thomas More Parkway
Crestview Hills, KY 41017-2175
Phone: 859-291-5858
Fax: 859-291-7767

The management company will assign a Property Manager to the town home
property to oversee all Association business, employees, and the operation of the
town home property. The Property Manager for Shadow Lake is Nancy Caywood.

It is the responsibility of the managing agent to bid, contract, oversee, and direct all
contractors, vendors, etc., servicing the Association under the approval of the Board
of Directors. The managing agent will select, oversee, and direct all employees,
including maintenance personnel.

The management company is the vehicle by which the overall administration,
policies, procedures, managerial decisions, etc., of the Board of Directors acting on
behalf of all owners/members are carried out. The expertise and experience of a
qualified management company provides the Board of Directors with the information
and facts necessary to make appropriate decisions on all aspects of the Association
administration and management of common real property.




24-HOUR EMERGENCY SERVICE

In the event you have an emergency when the management company’s office is
closed, please call 859-291-5858. Towne Properties Asset Management Company
(hereinafter referred to as Towne Properties) has emergency personnel on call 24
hours a day.

The following is the emergency and insurance claim procedures for Towne
Properties.

1.

Any homeowner who sustains damage to their unit for whatever reason
should contact Towne Properties immediately at 859-291-5858, regardless of
the time of day. Towne Properties has an emergency answering service
available 24 hours a day, seven days a week, including holidays.

Some expenses may be the responsibility of the homeowner; therefore the
homeowner should also notify their private insurance carrier (HO6 policy) to
assure proper coverage.

Towne Properties will dispatch an emergency service person after proper
notification is given. This service person will investigate the damage and
make the necessary decision regarding proceeding with the repairs, calling a
contractor, if required, and/or calling the clean-up contractor to correct the
damage.

The contractor(s) will contact the homeowner to determine the work involved
and the most convenient time for the repairs to be scheduled. There is the
possibility that more than one (1) contractor will be involved, e.g. a plumber
and a carpet cleaner.

The contractor(s) will forward all necessary paperwork to Towne Properties’
Service Coordinator for direct handling with the Homeowners’ Association
(HOA's) insurance carrier. If the homeowner has questions, a call should be
directed to the Association Property Manager.

The Property Manager will only handle your claim with the HOA'’s insurance
carrier. Under no circumstances will the Property Manager be responsible to
the homeowner’s private insurance carrier. This is the responsibility of the
homeowner.

Following these step-by-step procedures is the best way to assure proper
handling of your insurance claim. :
Routine service calls should be directed to the Service Department or to the
Property Manager or assistant who will take the information, issue a work
order, and forward it to maintenance.




HOMEOWNERS’ VOICE IN THE ASSOCIATION

The Association Members are to hold annual meetings and may call special
meetings as prescribed in Article 11l of the By-Laws.

Association Members are invited to attend open Board meetings and to address the
Board during new business, open to the floor section of the meeting or as
recognized by the President of the Board during conducting business.

ANNUAL MEETING PROCEDURES

1. Notices for the annual meeting are to be mailed to each homeowner of record
twenty (20) days before each meeting. The annual meeting is usually held in
December.

2. Notices will inform each owner as to the purpose of the meeting (e.g. election

of board members), date, time, and location of the meeting. The notice will:

a. Explain the proxy and how it may be voted by the member, assigned to
any person or assigned to the Board.

b. May also include a brief resume from each Board candidate.

c. Will include the agenda for the annual meeting. In addition to other
business, the agenda should allow a set amount of time (three minutes)
for each Board candidate to address the meeting attendees.

3. One of the first orders of business will be to establish a quorum. The
presence at the meeting of members entitled to cast, or of proxies entitled to
cast, one-fifth (1/5) of the votes of the membership shall constitute a quorum
for any action except as otherwise provided in the Declaration, Articles of
Incorporation, or By-Laws.

NOTE: At the December 6, 2005 Annual Meeting, a motion was made to amend
the By-Laws regarding the term of office for elected Board Members. The
motion to change the term of office from a three (3) year term to a two (2) year
term was approved.




ANNUAL MEETING
ELECTION OF BOARD OF DIRECTORS

A sign-in sheet will be provided listing all the owners’ names and addresses

with space available for signature.

The homeowner will sign his/her name next to his/her address and then

receive a ballot.

a. Ifthe homeowner or other appointee has been assigned a proxy, they
should sign their name on the line of the person who assigned the proxy.
They then will receive a ballot. The staff member will mark the sign-in
sheet with a “P” to indicate a proxy vote. Note: The person who assigns
the proxy must completely fill out and sign the proxy form in order for it to
be valid.

b. On all proxies assigned to the Board, the same procedure should apply,
except only “Board” should be used in the assigned space. NOTE: The
staff members keep all proxies in their possession.

MEETING CALLED TO ORDER:

1.
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The agenda should be followed. The President shall ask for nominations from
the floor and give each nominee three minutes to address the meeting attendees.
Close the nominations.

Restate each candidate’s name.

Ask the meeting attendees to vote their ballots.

Gather the ballots

The ballots should be counted by the staff or persons appointed at the meeting.
If the results are close, the ballots should be recounted.

The results should be presented to the Board’s Secretary, in writing, and signed
by the persons who tabulated the ballots.

The results of the voting should be read twice to the attendees.




FINANCIAL MANAGEMENT

The managing agent and the Board of Directors set an annual budget necessary to
support the maintenance, services, and reserve funding for replacement and repairs
of common property held by the Association. Assessments are set in accordance
with the Master Deed (Reference Article V of the Master Deed).

RESERVES - WHY DO WE HAVE THEM?

The Reserve Account is the Association’s way of setting aside money for future
repairs and replacements. Each month, a certain part of your association fee is set
aside in a special interest bearing account to plan for the replacement and repair of
the common areas. This helps to protect and preserve property values. This then is
naturally included in the overall budget for the Association.

Your ability to sell your unit can be influenced by the adequacy of, or non-existence
of, reserves set aside by the Association. Primary lenders consider Reserves for
future maintenance a key part of a good financial policy and can consequently be
more receptive to lending money in communities with a strong reserve fund and an
established Reserve Account Policy.

Reserves do, therefore, directly affect the resale value of your property.

ASSESSMENTS

The Board of Directors adopts a collection policy for the Association and
assessments are due on the first day of every month. If, after all steps have been
taken to collect delinquent assessments, the account is still in arrears, liens will be
filed and foreclosure action may be taken as addressed in the Collection Policy.
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OPERATING BUDGET EXPLANATION

The following items are the elements for the annual budget for Shadow Lake
Homeowners’ Association.

SHADOW LAKE HOMEOWNERS’ ASSOCIATION
OPERATING BUDGET NARRATIVE
EXPENSE CATEGORY AND EXPLANATION

ADMINISTRATIVE:
Estimate for cost of office supplies, copying, mailing of newsletters, payment
coupons, homeowner letters, annual meeting notices, minutes, budget letters, etc.

MANAGEMENT FEES:

Contracted costs of management services

Collection and billing of homeowner assessments

Payment of operating expenses

Accounting and financial reporting

Providing direction to association contractors

Community coordination and communication

Assisting the Board with budget planning

Handling homeowner requests

Maintaining common areas and facilities in good order and repair in accordance with
the policies established by the Board of Directors

Attending Board Meetings and Annual Meeting of the Membership

AUDIT/TAX PREPARATION:
Estimate for audit and tax preparation

LEGAL/CONSULTING:
Estimate of any needed minor legal consultation

INSURANCE:
Costs to provide blanket coverage for the units and common areas, general
underlying liability, and coverage for Directors and Officers

LANDSCAPE MAINTENANCE CONTRACT:
Contracted costs for mowing, edging, trimming, shrub trimming for common areas;
Spring clean up; fertilization and weed control/tree shrub applications, etc.

LANDSCAPE IMPROVEMENTS/REPLACEMENTS:
Estimate for any extra work needed not included in landscape contract

LAKE MAINTENANCE:
Estimate for work needed to maintain and repair the lake and for lake chemicals
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SNOW REMOVAL.:
Projected cost to clear driveways, sidewalks, and parking areas

POOL CHEMICALS AND SUPPLIES:
Includes chlorine, miscellaneous cleaning, supplies, keys, test equipment and
permits; also includes signage required by the Board of Health

POOL MAINTENANCE, REPAIRS, DAILY OPERATION:
Opening, closing and winterizing; plumbing, filter, pump, miscellaneous repairs, daily
cleaning and chemical monitoring

CLUBHOUSE/POOL TELEPHONE:
Cost to provide telephone for clubhouse and pool

CLUBHOUSE MAINTENANCE/MATERIALS/SUPPLIES:

Cleaning supplies, paper products, trash collection, routine maintenance such as
minor equipment and appliance repairs, light replacements, locks, social activities,
etc.

CLUBHOUSE CLEANING:
Estimate for costs of cleaning clubhouse

INSECT CONTROL.:
Estimated costs to provide for exterior control of insects

BUILDING MAINTENANCE/MATERIALS:

Non-warranty routine maintenance items such as gutters, downspouts, siding,
patios, decks and chimneys, etc. Includes gutter cleaning twice a year, emergency
calls to the office and contractors’ work not covered by reserves. Routine
maintenance materials such as caulk, paint, siding, concrete, tool rentals, light bulbs
back flow valve yearly inspection, etc.

bl

COMMON ELECTRICITY:
Anticipated costs to provide power to common area lighting and swimming pool

COMMON WATER/SANITATION:
Estimated costs for unit water/sanitation, pool, and clubhouse

IRRIGATION MAINTENANCE:
Estimate of cost to open, winterize, and minor repairs

MISCELLANEOUS:

RESERVES: See page 10

TAXES, LICENSES, ETC.
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