Hidden Hazards: Avoiding
Common Mistakes
Community Association
Board Members May Not
Realize They Are Making

Adam Beaudoin, Esq., CCAL,
Ward and Smith, P.A.




Failing to understand the roles CN.. -

Manager, Board Member, Officers, <
and Committee Members



Failing to
understand the
hierarchy of
governing

docum

ents



ion: Creates obligations which are binding upon the
on and all present and future owners/members
ty in the planned community.*

pplemental Declaration: Expands community
ociation and/or creates additional obligations, restrictions,
easements on a portion of the subdivision

orporation: Establishes the
onprofit corporation under North Carolina
es member ability to vote

Bylaws: Governs the Assaciation's internal affairs
such as voting elections, meetings, officers, committees,
corporate powers, etc.

Design Guidelines: Establish standards and guidelines
forimprovements and modifications to home sites, including
structures, landscape, and other items upon member lots

Rules and Regulations: Govern use of Association
property, activity, and conduct within subdivision;
sometimes may govern member use of lot or unit

Board Resolutions: Establishes rules, policies,

and procedures for internal governance and regulate
operation and use of common areas, among other things
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Recording (audio/video)
meetings without policy in place
regarding retention/destruction
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Taking action by email without e

unanimous consent 2 I
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Minutes include "manuscript" information rather than record of action that was taken




Sample
Minutes

SAMPLE BOARD MINUTES

MINUTES
BOARD OF DIRECTORS MEETING
_ L0 -
a.m.'pam. - a.m/p.m.
Board Members Present:
Board Members Abzent:
Orthers Present:
The meeting was held at am /pam. in the of

The chairperson, . certified quorum and called the meeting to order.

presented a report on the progress of the Antmal Report. He/lshe
stated that the report would show progress in comparison to the Association’s Strategic Plan in
areas such as recruitment, hiring of staff, etc.

presented a financial report. He/she alzo led the Board ina
dizcuzsion of the insurance coverages currently paid for by the Association.

Upon motion by and a second by , the Board
unanimously approved the minutes of the .20, Board meeting.
Upon motion by and second by , the Board

approved by a vote of 3-2 Draft Recommendation No. 9 to establish a line item in the antmal
tudgzet for professional development of staff in an amount determined each vear by the Board
(copy attached).

Upon motion by and zecond by , the Board
mnanimously approved making another $3000 payment on the Association’s bank loan.
The meeting was adjourned at approximately ampim.
, Secretary
APPROVED:
, Chairperson

Attachments
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Failing %@ include start and finis[(
times q eting agendas .,
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Failing to
understand
insurance coverages

* General Liability Insurance
* Property Insurance

* Crime and Fidelity Insurance

* Workers' Compensation
Insurance

e Director and Officer Liability
Insurance

e Umbrella




Failing to notity
Insurance carrier
in a timely manner
when legal action
s threatened
against the Board
and/or Association
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Sharing the
names and
contact
information of
delinquent
owners outside of
the Board




Fining for violations that are NOT violations
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Not having attorneys review

contracts before they are executed =~ ="
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Not considering
reserves and/or
reserve studies —
especially in the
context of
condos and

townhomes
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_;.‘ ecord keeping — Poor

. " PR ’
ntation of meetings, decisions,

~ . andfinancial transactions
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& Sharing attorney
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