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LAKE LIMERICK CCUNTRY CLUB
BOARD OF TRUSTEES
SEPTEMBER 19, 19%2

The meeting was called to order by President Dick Lombard at 9:00
a.m. Trustees attending: Scott Careyv, Phil Lalle, Sharon
Haworth, Bob King, Betty Malloy Rraget, John Swanberg, Nan
Stricklin and Al Wilson. Trustees Jim Joseph, and Jim Ergen were
absent.

The following amendment was made to the August 15, 1992 minutes:
Page 2 - item CORRESPONDENCE Paragraph 2, new dance lessons begin
again September 22, 1992.

Motion made by Tr. Bob King, seconded by Tr. Scott Carey carried
by the board as follows:

To approve the Minutes of August 15, 1992 as amended.

Motion made by Tr. Sharon Haworth, seconded by Tr. Al Wilson and
carried by the board as follows:

Toc approve the Minutes of the Budget Meeting of August
22, 1992 as submitted.

Moticon made by Tr. Phil Lalle, seconded by Tr. Sharon Haworth and
carried by the board as follows:

To approve the Minutes of the S8Special Capital
Improvements Meeting of September 12, 1992 as
submitted.

Motion made by Tr. Scott Carey, seconded by Tr. Phil Lalle and
carried by the board as follows:

To approve the Consent Agenda of September 19, 19852 as
noted.

Consent Agenda Item 1. Water Committee Loan Authorization-
Chair-person Jerry Soehnlein discussed the existing loan payment
plan for the Water Committee. If there is a cash flow problem
within LLCC then the Water Department would get a 7 1/2% note for
a short period of time with the bank. The Water Department will
repay the LLCC loan as soon as possible.

Motion was made by Tr. Bob King, seconded by Tr. John Swanberg
and carried by the board as follows:

To authorize the Executive Committee to monitor the
Water Committee loan through December 2, 1992 and
instruct the Water Committee to seek altermative
financing if there is a cash flow problem.

Financial Report: Betty Malloy Braget -
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The Treasurer stated there will be the accountant's adjustment to
the 1991-1992 report and then the Board will receive the final
financial report. The Board reviewed each Department item by
item.

Recess at 10:00 a.m. for a photo session.

Consent Agenda Item 3. Lake/Dam Committee

The difficulty in response from Terry McKabb, the Lake Treatment
Contractor was noted. We have not received his written reports
to date.

Guest Passes: they may be used at the beaches and Inn facilities
but not for boating. Each member is responsible for his or her
guest on the member's boat.

Buoy's: Phil noted the 150' from the shoreline is salt water and
100' is for £fresh water according to the 1988 County Ordinance.
Scott will get with Bill Buff to check our buoys.

Consent Agenda Item 4. Architecture -

Division 4, lot 201: request to leave an R.V. for the winter was
discussed. The Owner was asked to submit an application for a
new residence by the Architectural Committee.

EXECUTIVE COMMITTEE -
Dick reported the agenda discussed at Executive Committee
meeting.
a. Semi-Annual Meeting, October 31, 1982
b. Ballot Notification, Thank Dick Sirokman, Bob
King, Dan Robinson and Tillie Waldron for their pro and
con statements.
cC. KPS- Jeff McHargue presented a Cafeteria Plan for
the employvee's insurance which would save on payroll
taxes.

Robert Brungardt, the Attorney hired to address the tree house
situation passed out a Memorandum to. the Board. EBach item was
reviewed. He recommends the matter not be taken to court.

Motion was made by Tr. Betty Malloy-Braget, seconded by Tr. Bob
King and failed by the board as follows:
Aves:(3) Betty Malloy Bragget, Bob King, John Swanberg
Nays:{4) Phil Lalle, Nan Stricklin, Sharon Haworth, Al
Wilson

To return the subject of tree house permits to the
Architectural Committee and have them review the
guidelines and submit them to the Board with their
recommendation.

Motion was made by Tr. Nan Stricklin, seconded by Tr. Phil Lalle
and carried by the board as follows:
Ayes:{5) Phil Lalle, Nan Stricklin, Sharon Haworth, Al
Wilson, John Swanberg
Navs:{2) Betty Malloy Bragget, Bob King,
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To rescind the previous action taken by the Board of
Trustees regarding the banning of all tree houses in
Lake Limerick, and direct the Architectural Committese
to develop a guideline for future tree houses for
referral to the board for approval or disapproval.

The Board would like to thank Mr. Brungardt for attending the
meeting.

OLD BUSINESS -
a. The Capital Budget for 1992-1993 will be addressed
after the Semi-annual meeting and ballot issue results
since it applies to some areas.
b. if we show a profit on lots for sale by the club,
Betty would like to see this earmarked for Capital
Budget.
Chair-persons make sure they have included all their
capital requests.

NEW BUSINESS -
none

Motion was made by Tr. sSharon Haworth, seconded by Tr. John
Swanberg and carried by the board as follows:

To accept the Inn Committee recommendation to increase
the drink prices to reflect the three 8State Liguor
price increases.

Al Wilson noted the number of large trucks on St. Andrews Drive
with the detour. President Dick Lombard will contact the
Sheriff's Department again.

COMMENTS FROM MEMBERSHIP -
None

CORRESPONDENCE -

A letter was received and referred to the Architectural Committee
for review.

John Hocker noted that Dick Lombard is on the Mason County
Planning Board. John also reiterated that everyone must have
dock permits from Shoreline Management as well as L.L.C.C. He
suggested that someone from the Architectural Committee keep on
top cf the supergood sense and other rules that are being changed
at the County.

Motion made by Tr. Betty Malloy Braget, seconded by Tr. Al Wilson
and carried as follows:

To adiourn the meeting at 11:45 a.m.
Respectfully submitted,

Dick Lombaxrd
For/Jim Joseph, Secretary




ABENDA
BOARD OF TRUSTEES - LLEE INC.

September 19, 1882
§:00 AM

1. ROLL CALL o
@(/‘/"4& b} % G2~ '
APPROYAL OF MIKUTES -August 22, 1992, September 12,1992

FINANCIAL REPORT FY1992 - Betty Brageft

WM

CONSENT AGENDA:
A. GREENS COMMITTEE
B. LAKE - DAM COMMITTEF
€. MAINTENANCE COMMITTEE
D. ROMIKNATING COMMITTEE
E. ARCHITECTURAL COMMITTEE
F. COMMUNITY SUPPORT COMMITTEE
6. LONG RANGE PLANKNING COMMITTEE
H. KN COMMITTEE
I, WATER COMMITTEE
J. FINANCIAL ADYISORY

ITEFMS FROM CONSENT AGENDA:
1. Water Commitleec — Loan Authorization
2. Greens Commitfes - _
3. Lake /Dem = Toyzi pog plpp - GuasT PRESES ~ B
‘é.érah. Commitiee - WBscon; 4- 00/
9. EXECUTIYE COMMITTEE:
A. Semi-Annual Mesting , October 31, 1992
B. Baliot Notification
C. KPS-Cafeteria Plan
D.
6. OLD BUSIKESS:
A. Capital Budgel FY 93 B. Legal Correspondence
C. D.
7. KREW BUSIKRESS:
A
B.

8. COMMERTS FROM MEMBERSHIP
A C.
B. D.

9. CORRESPONDENCE

10. ADJOURN




MEMORANDUM

TO: Board of Trustees, Lake Limerick County Club

Re: Prohibition of Trechouses

INTRODUCTION

Pursuant to a request that I examine the issue of whether your

entity may prohibit treehouses I have reviewed the following
contractual agreements that bind owners of real property within an

overall plat:

1) Declaration of Restrictions; and
2) By-laws of the Lake Limerick County Club, Inc.
I PRIOR PROFESSIONAL EXPERTENCE

My experience with not for profit corporations created to
provide a governing structure for homeowner groups dates to 1979
when I began my representation of the Lake Cushman Maintenance
Corporation. Additionally, I have represented several other
entities during the interim thirteen (13) years.

FACTS BELIEVED IN EXISTENCE

I am dictating this memorandum without the direct knowledge of
whether the applicant has complied with Article IV of the
Declarations of Restrictions. My assumption is that this

procedural requirement has been satisfied by the permittee.
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CORPORATE AUTHORITY

All the origins of authority for the existence of the entity
(Lake Limerick County Club) and for any acts of the entity are
found in the Declaration of Restrictions which were duly recorded
with the Mason County Auditor under recording number 220904. The
specific Articles that are relevant to the‘issue in this instance
are Article III, second full paragraph, Article V, in its entirety
and Article VI, paragraphs b, ¢, and d. I have not reprinted those
Articles in this memorandum believing each Trustee to have a
complete record of them.

The last significant document to be considered is the By-laws.
These specifically authorize the Board of Trustees to manage the
affairs of the Country Club. The powers and duties of trustees and
officers are enumerated at Articles VI and VII.

APPLICATION FOR TREEHOUSE:
CRITERTA FOR EITHER APPROVAL OR DENIAL

There is presently no case law specifically identifying all
the sources of a homeowners association’s authority. It is clear
that authority can be expressly féund in the contracts, in this
instance the Declaration of Restrictions and the By-laws, however
some courts have also implied authority from the nature of the
entity, Why, because in itself a homeowners association resembles
and functions to a degree as a government, hence the term quasi-
government. The right to vote, right of representation, right to

levy, etc., are all qualities of a governmental entity.
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Consequently, the courts are expanding the socurce authority to

include not only that found expressly in contract but also the

"yoice of the maljority of those governed." But with authority
comes the requirement to act reasonable, and just as a county,
city, and state government, homeowner’s associations also have been
compelled to exercise their authority with reasonable restraint and
appear to be bound to exercise their authority under a concept
similar to the constitutional legal concept called due process,
both substantive and procedural. Due process exists to protect the
individual against unreasonable actions of the government (the
majority).

The actions in this matter is the denial of a permit to build
a treehouse. Governments can only impose restrictions on conduct
if the conduct (here a treehouse) is one that the government has
authority to restrict, for example, right to assemble.
Specifically, does the Architectural Committee at Lake Limerick
have authority to deny the treehouse permit. That committee can
deny the permit if there is either a contractual or implied basis
for denial. A part of this test is whether the themé, plan or
pattern of inmprovements of the tract is compatible with treehouses.
Frankly, I believe from my limited knowledge of Lake Limerick that
a treehouse is compatible and not disruptive of the communities
pattern of improvements. My response may be different if Lake
Limerick was located in a sparse tree tract in an urban area of
upscale homes, however, it is not, and the prevailing factor in my
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opinion is the recreational, and family character that the tract
projects at first, second and third glimpses.

The next criteria in determining whether a government entity
could deny a treehouse are related to one another and in part to
the discussion Jjust completed. Was the governments action
reasonably enacted, is it reasonable in scope and is it related to-
an appropriate purpose. Concerning the first, was it reasonably
enacted, I don’t know without examining the procedural steps in
adopting the prohibition against treehouses that preceded the
denial of the permit. If there were no procedural actions taken
prior to the receipt of this particular request for permit then the
association my have a heavy burden of showing that its actions were

in compliance with procedural due process. Nevertheless, even if

. the concerns noted above are not a defect in the record the

committee’s actions must still pass the criteria that it is
reasonable in scope. A carte blanche denial of all treehouses is
at best suspect, but more likely unreasonable. Why, because there
has been no attempt to balance the right of the individual property
owner (to build a treehouse) against the right of the majority to
preserve, if appropriate, the general pattern of development at
Lake Limerick.

Has the denial of the permit ratified or affirmed a legitimate
purpose of the government entity. In this instance it is my
opinion that it does not affirm a reasonable purpose of the
association. Why, because as discussed above in my discussion of
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authority to deny, what part of the overall scheme of development
is being damaged by a treehouse. None.

Lastly, are there existing treehouses at Lake Limerick. If
so, then the committee’s actions are again subject to a finding
that it is not reasonable. Why, because of several interrelated
reasons. The first relates to the implied authority concept,’
consent of the governed. The governed have impliedly accepted by
their silence the fact that treehouses are permitted. Secondly,
the overall pattern of development has already been pre~determined
by the failure of the majority to react at the erection of the
first several treehouses. Thirdly, what a purchaser at the plat
sees he or she gets. Succinctly, if they see treehouses as they
drive through before purchasing they get treehouses. Please note
the relationship of this criteria to what is the lake’s overall
scheme of development. In summary, the Architectural Control
Committee’s actions in denying the permit for a treehouse would
fail in a court proceeding for the following reasons:

1) No authority to deny the permit can be found in the
association’s powers; and

2) The action was not reasonable in scope; and

3) The action was not related to a legitimate purpose.

Consequently, even if assuming the denial of all treehouses
was reasonably enacted and even if the proviso against treehouses
has always been enforced on prior occasions the prohibition still

would not pass the criteria established to this date by the courts
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o —

that have considered similar issues of

Dated this 18th day of Sé;

fact and law.
1992.

dctfully submitted
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NOTICE OF SPECIAL MEETING

BOARD OF TRUSTEES
CAXE LIMERICE ﬁﬂuﬂmlj CLUE

SATURDAY
SEPTEMBER 12, 1992

8:00 AM

BOARD ROOM OF LLCC

THE BOARD WILL MEET FOR THE
PURPOSE OF CONSIDERING A
BALLOT ISSUE FOR CAPITAL
IMPROVEMENTS TO BE PLACED
BEFORE THE MEMBERSHIP ON
OCTOBER 31, 1992.
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President Lombard passed out a Ballot HMeasure for inspection bv
the Board.

"SHALL. THE MEMBERS OF OUNTRY CLUB, INC. ASSESS
THEMSELVES AN AMOUNT HOT 108.7Z2 PER LOT. PER YEAR,
EFFECTIVE DECEMBER 1, 1989 NOT TO EXZCEED TER YEARS,

e el

FOR CAPITAL HNEEDS AND

|
o
(]
by
o]
ot
[
G
N
(e
jad
Kl
17
9]
o
(]
c,'-
o
[
[(X]
e}

ot
<
b
o
V4]
=
m
]
r
7}
i
o
o
]
pate
[y
tn
e
)
§
0
[\
Y
=)
W
]
[\]
=
o
.
[E¢]
(V4]
K]

s

‘u-h |_,!. l.mh
WO L
W W
() a2 N
Tl B8y B
G Lad
G O
I IND IS
[T

b
o
[9/]
fr
Hy
T
(T
[
-l
kst
o
i
[N
23]
r
<
(0]
WY
e

IO WY
o O O O

ECRURY oIV ¢}
D W WD

e i
[ U T W

L N N |

B By By B




it

RICHARD D. THORNBRUE
Certified Public Accountant

P.O. BOX 1156
424 NORTH FOURTH

SHELTON, WASHINGTON 98584

{206) 426-5667

Lake
E790

September 12, 1992

Limerick Country Club, Inc.
St. Andrews Drive

Shelton, WA 98584

To The Board Of Directors:

Based upon our previous discussions and review of the 92=-93 budget
and prior year corporate tax returns, I offer you the following for

your

consideration. This analysis assumes no changes to the

Federal Tax Law, and that the Club operations over the next ten
years will closely parallel the 92-93 budget.

SITUATIO

The Club intends to undertake capital improvements in the near
future which will approximate $850,000. The Club does not
qualify for "“Homeowner Association" tax status. The Club
would have to separate itself from the Restaurant and Golf
operations in order to become a "Homeowner Association" for
tax purposes. This does not appear to be a viable option
unless significant changes are made to the respective
operations of which the membership may disapprove.

PROBLEM

How to accumulate $850,000 and minimize Federal Income Taxes.
Corporate tax rates are:

TAXABLE INCOME RATE
$0 to 50,000 15% (15% x 50,000 = $7,500)
50,000 to 75,000 25% (25% x 25,000 = 6,250)
75,000 to 100,000 34% (34% x 25,000 = 8,500)
100,000 to 335,000 39% (39% x 235,000 = 91,650)
over 335,000 34% (34% x excess)

As can be seen from the above rate structure, taxable income
in excess of $50,000 becomes expensive. The $850,000 capital
improvement fund assessment would be taxable income. If the
entire $850,000 were assessed in one year the tax would be
$289,000. To raise $850,000 cash for capital improvements
the Club would have to assess $1,287,879 in order to net
$850,000 after tax at 34%. This would require $927.64
assessment per lot in year one.

WASHINGTON SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS - AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS




Lake Limerick Country Club, Inc.
September 12, 1992
Page 2

After discussion with the planning committee, it was determined
that bank financing would be the most attractive alternative to
present the members. Financing $867,000, at 10% over a ten year
period would require $99.63 per lot assessment for ten years. This
assessment would cover the monthly obligation to the bank only.
The monthly payment would be $11,457.50. ($137,490 per year).

The Club would incur liability for Federal Income Taxes in years
one thru 10. (See attached worksheet). The $99.63 per lot
assessment does not take into consideration Federal Taxes related
to the assessment. General Fund revenues would have to be budgeted
for this purpose. The annual per lot required assessment to cover
both the bank and tax liability would be $108.72.

In years eleven thru thirty-one the Club experiences favorable tax
consequences from the project. The Club no longer has taxable
revenues (capital assessment ends yr. 10) subsequent to year ten,
but the depreciation benefits (deductions) continue for 21.5 years
providing tax benefits over this period Over the 31.5 year period
it is estimated the net unfavorable tax effect would be $15,958.
The problem of course is that the taxes are paid up front in years
one thru ten.

It was a pleasure working with the Committee.
Respectfully submitted,

RICHARD D. THORNBRUE
Certified Public Accountant

HLod) ) Alopibree

Richard D. Thornbrue, CPA




Brackets indicate taxes paid

Situation 4

LAKE LIMERICK COUNTRY CLUB, INC.

Estimated Federal Tax Effect

Club Borrows $867,000
at 10%, 10 Yr. Loan
Estimated $17,000
Bank Fees

Club assesses the amount necessary to service bank
loan. The Federal taxes are paid from general
fund years 1 thru 10. ($106,658) Years 11 thru
31 provide tax benefits.

Year 1 (3,463)
2 (4,299)
3 (5,222)
4 (6,241)
5 (7,367)
6 (9,352)
7 (11,643)
8 (15,686)
) (19,488)

10 (23,897)
11 7,036
12 8,043
13 9,083
14 3,914

"

n

L1}

n

"

n

n

"

"

"

"

"

L]

"

n

"

Year 31 "

$(15,985)

Assumptions:

15%
15% )
15%

15% 4

15% %

25% ©

25%

34% &

343 ©

34% | Total to date year 10 $(106,658)
343 T

34%
34%
15%

HTIVIOAY T

L

Federal Taxes Paid Per Lot $11.56

Tax rates remain constant in future.

arr
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SHALL LAKE LIMERICK COUNTRY CLUB #SSESS-‘ H’SELF
$100.00 PER LOT, PER YEAR, EFFECTIVE —
FOR A PERIOD NOT TO EXCEED TEN YEARS, FGR CAPITAL

NEEDS AHB IMPROYEMENTS?

YES

NO

1, 1693,




ISJPL]E.IL(Z)T[‘ ]![IEJP\S;I:II?SEE NOTIFICATION

-After 18 months in study and development, including input from each committee of Lake Limerick,
~.the review and compiling of information by the Long Range Planning Committee, the in-depth work
'of the Finaacial Advisory Committee working closely with financial and tax consultants, and two

. town meetlnqs; the following measure will be placed before the membership on October 31, 1992 at
the semi- -annual meeting:

SHALL THE MEMBERS OF LAKE LIMERICK COUNTRY CLUB, INC. ASSESS THEMSELVES
AN AMOUNT NOT IN EXCESS OF $108.72 PER LOT, PER YEAR, EFFECTIVE.
DECEMBER 1,1992 FOR A PERIOD NOT TO EXCEED TEN YEARS, ¥OR CAPITAL NEEDS
AND- IHPROVEMENTS7

Since Lake leerlck Country Club does not quallfv to be a tax exempt corporatlon, as we had hoped
we would, this capital assessment ' also includes fumls for mEEt1BQ' the federal income tax
onrlqatlon generated by the assessment. R . : ’f

Thank vou for your patience during the time spent searching for the best available way tc meet
our capital nceds and a very. special thanks to the hundreds of members who worked at’ ‘the‘
committee. level or provided their input throuqh other means.

- Dick Lombard

If the ballot passes the follow1nq Assessment options will be avallable'
TTTION I -

wue annual assessment of $108.72 per Jot - December 1, 1992 and September ‘1, 1993 after the first
year.

. OPTION II -
‘Three quarterly Assessments the first year 1992 to 1993
" Dec 1, 1992 . ‘ © 0 $36.24
Mar 1, 1993 : © $36.24
» June 1, 1993 $36.24
" Four guarterly Assessments after the first vear.
Sept 1, 1993 $27.18
Dec 1, 1993 : $27.18
- Mar 1, 1994 $27.18
June 1, 1994 ' - $27.18
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"PRO STATEMENT~- _
The Lake Limerick Community is a rapidly qrcw1nq area, and we as responsible citizens must be
pro-active in dealing with many of the deficiencies existing in the present structures. In order
to insure for the safety of our constltuents and the equal acce551b111tv of the handlcapped the
capital conslruction-issue must be passed. . -
1. The safety codes in all bulldlnqs must be dealt w1th
immediately.
2. Allowing handicapped individuals the same opportunltles, as
we who may be more fortupnate, can not be shirked. :
As we prepare ourselves for the 2ist - century, clear mlnds and loq1cal thouqht w1ll most
deflnltely favor a yes vote on the proposed issue.

*k Sirokman
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CON  STATEMENT-

The committee requested to prepare this statement believes the subject improvements are
desirable, but the project arrangements need further clarification. :

The pfbposel calls for immediate imposition of a $108.72 annual per-lot assessment. This becomes
a lien against all properties for the life of the loan. [t will not gquarantee the elimination of
_addltlonal assessments for other purposes. ' ‘ B

No schedule for acceptable de51qn completlon, permitting, and construction has been offered.
Further, borrow1nq immediately the full $867,000.00 estimated for the improvements will result in

A combined interest and 1ncome tax expense over the 10 vyears of nearly $614 000.00 in addltlon to
e $867 000.00. :

Bob -King, Dan Robinson and Tillie Waldron
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If you cannot. be at 1he meetlnq request an absentee ballot and votel!l

: Absentee ballots are available from the offlce bv wrltten request, all ballots must be returned
"by 2:00 p.m. on October 31, 1992.

" In person voter reqlstratlon begins at 12 noon, October 31, 1992 and will end when meetlnq is
-called to order (approx1mately 2 00 p.m.) You must register in order to vote.

BASIC REGISTRATION RULES: Couple with one (1) lot: one (1) vote, Couple with more than one (1)

 lot: 2 votes. Slnqle w1th one (1) lot: one (1) vote, Slnqle w1th more than one (1) lot one (1);'
vote. R . o




