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ARTICLES OF INCOWRAI1ON 

MICHIGAN NON-PROFIT CO 

F"ursumr to the provisions of Act 162, hb'lic Acts of 1982, the undersigned execute the 
foflowtng Articles: 

ARTICLE I 

The name of the corporation is Stonewater Homeowners Association. J 
a 

ARTICLE 11 
t 

Tfie purposes for which the corporation is organized are: 

(a) To mmage and administer the affairs of and to maintain Stonewater Subdivision, a 
single family residential developmem (hereinafter called "SronewaterWf to be established by Declaration 
of Covenants, Cvndittons and Restrictions to be recorded in Wayne County Records. as the same may 
be amended from time to time ("Declaration"); 

ibr To levy and collect ssessments against and from the memkrs of the corporation and to 
use the proceeds thereof for the purposes of the corporation; 

(c) To carry ksurace a& to collect and dlocate the proceeds thereof; 

!d) To rebuild improve men^ after c a n d y ,  

(e) To contract for and employ prmns, fim, or cowrations to assist In martagement, 
operarron, matntemnee, and abmisuarinn of Stamwater; 

10 To make and edorce reasomble remiations concemng the use d enjoyment of 
Stonewaer : 

i g i  To own, rnainrarn aid improve, and ra buy, or opemtrt, La ge, e i l ,  convey, asstgn, 
rmrzgage, or lease (as lardlord or temnr) any real md personal p r o p r q  (includmg easements, 
r~ghts-of-my and I~censes) on behalf sf ltte c o p r a m n ,  for the p u p *  of provldtng benefit to the 
mernberr of Lhe csprar ion  2nd in fiirlttera~e of any of &e puvses  of the ccr~poratarrca, 



(h) To borrow money and issue evrdences of ~ e b t e b n e s s  in furtherance of any or all of 
the objects of its business; to secure tke same by mortgage, pledge or other Iren: 

(i) To enforce the provisions of the k f a r a t i o n  affecting rhe f tonewater property, and the 
proviaom of these Plrt~cles of Incopomion and such bytaws and rules and regularions of the 
cowratton as may hereafter be adopted; 

i j j To make and pedom my contract and to exercix, all powers necessary, incrdenral or 
convenient to the &mintstration, management, maintenance, repair, replacement aod operation of 
Stonewater and to the accompl~stunent of any of the purposes thereof 

ARTfCLE III 

The corparation is organized upon a nonstock, memkrship basis 

The assets of the corporation are: 

Real Property: None 
Personal Property: None 

The corporation is to be financed under the following general plan: 
- 

iZssessrnent of member? owning lots in the subdivision. 

ARTICLE 1V 

The address of the registered office is: 

30(j5 University Drive 
Aubum Bills, Michigan 48326 

The matllng address of-the registered office is the same as above. 

The n m e  of the first resident agent at rhe registered office is: 



ARTICLE V 

Ihe names and bus~ness ddresses of the incorporator is: 

Jams K Kujan 
22W First Natiowl Burlding 
Derritn, Michrgan 48225 

ARTICLE VI 

The term of the corporate existence is p e ~ r u a l .  

The qualiftcarions of memkrs, the m m r  of their abission to the corporation, the 
remination of membership, and voting by the members shall be as follows: 

fa) Each owner (incfuding the Dechrant nmed  in the Declaration) o f 2  lot in Stonewater 
shali be a member of the cotporntion, and no other perssn or entiry shall be enritled to membership. 

{b) Membership a t h e  corporation shall be established by the acquisition of fee simple to a 
tot in Stonewater and by recording with the Register of Deeds in the Gounq where Stonewater is 
located a deed or other i n s twen t  establishing a change of record title to such lot and the hrnlshulg of 
etrdence of same satisfacrofv to the mrporation, the new owner thereby becoming a member of the 
corporation, and the membership of the prior owner thereby being teminated. The Declarant under the 
Declaration shaft become a member of the corporation i m d ~ a t e l y  upon recording [he Declaratton. 
Land contract vendees of lots shafl be memkrs if the land contract instmment expressly conveys the 
vendor's interest as a member of the covoration In which event the vendor's membershtp shall 
termmate as to the homesite sold. 

(cj The share of a-member in the h&s and assets of the cowration cannot be assigned, 
pledged, encun~bred or transkrred in any manner excepr as an appunenance ro the memkr's 
homestre. 

i'd) Vot~ng by members shall be m accordance wlch the provisions of [he bylaws uf this 
corporatloil 

A voiunreer director {as d e f d  in Sectton I tCt of Act 162, Publtc Acts of 1982, as mended) 
of the carparatton shall not be personally liable to the corporation or its memkrs for monerarl). 



damages for breach of the director's fiduciary duty atislag under any appficable law, Horvever, this 
hntcle shafl not ellmiriate or limit the IiabiIiv of a difector for any of the following 

(1) A breach of the director" duty of ioyalcy to the corporation or its members. 

( 2 )  Acts or omission not in good faith or that invofve htenrionai misonduer or a knowmng 
L ~ofarlon of law. 

131 A violation of Section SSl(1) of Act 162, Public Acrs of 1982. as amended 

(4) A tramacrion From which the director derived an unproper personal benefit. 

15) An act or omission occurrrng before ihe dare this docmem is filed 

16) An act or omission &at is grossly negligent. 

Any repeal or mMification of this Articte shall not adversely affect any rtght or protection of 
any director of the corporation existing at the tme of, or for or with respect ro, any acts or omissions 
occurring before such repeai or mcxlification. 

ARTICLE IX 

The requirements of this Article IX shall govern the coyration's comencenent  and conduct 
of any clwi action except for,actiam to enforce the Bylaws of the corporation or collect delinquent 
assessments. The requirements of this Article EX wlll ensure that the members of the corporation are 
k l t y  informed regarding the prospecrs and likely costs of any civil action the corporation proposes to 
engage 111, as wet1 as the ongorng status of any civil actions acmI1y filed by the corporation. These 
requlrements are ~mposed rn order fo reduce both the cost of litigation and the risk of unprovldent 
iii~gat~on, and in order to avoid the waste of the corporation's assets in l~tigation where reasonable and 
pmdent alternatives to the iittgatron exist. Each member of the corporation shall have standing to sue 
to enforce the requlrements of &IS Aa~cie IX The folIowtng procedures and requirements apply to the 
corporation's cornencement of any civil action orher than an action to enforce the Deciarat~on or the 
Bjlaus of the corporation or coilect delbquent assessments: 

(at The Association's Board of Directors ("Board") shall be responsible in tkte first instance 
for recommending to the members that a civiI action be filed, and supwising and dlreccing any clvii 
actioils that are filed. 

(bf Before an at tomy 1s engag& for purposes of filing a civif action on khaff  of the 
cotporarton, the h a r d  shat! call a speck1 meet ig of the mmbers of the corporation (""lingatloo 
evaiuac~on meettng") for the express p u ~ w  of evaluaring rfie meritr of the proposed civil action. The 
WrmEen norice to the members of tke date, time and place of the lirigatron evaluation meetlag shall be 
serrt to all members nor Less than &went): 320) days before the date of the nreerxng and shall triciude the 
foiIuwmg rnfomatzon copied onto 8-1 '2-  x i 1- paper. 



f 1) A cenikd resolution of the Board sefiing forth m detari the concerm of the 
Board giving rise to the need to frfe a civif action and funher centfytng that 

fa) it is in the &st hteres& of the cowradon t i ,  file a lawsuit: 

tbf that at least one Board memkr has personaIly m d e  a good faith eFfort 
to negotiate a sealement wlth the putative defen&nt(s) on k h l f  of the corporation. wlthour 
success ; 

f c) Litigation is the d y  prudent, feasibfe and reasonabfe aitermtive; and 

id) the EWard's proposed attorney for the civil action ts of the uprinen 
opinion that litigation is the corporation's most reasonable and pntdent alternative. 

( 2 )  A wriaen s m a r y  of the relevant experience of the attorney ("iitigation 
aEorney'3 the Board recornends be retained to represent the corporation tn the proposed c~vil action, 
~nciuding the foliowing infomation, 

(a) the number of years the litigation artomey has practiced law; and 

(b) the name arxi address of every condominium and homeowner 
association for which the amrney has filed a civil action in any court. together - with the case 
number, county and court in which each civil action was filed. 

(3 )  The I~Qgation anarney's written estimate of the mount of the copra&ionqs 
likely recovery in the proposed fawsun, net of legal fees, court costs, expert witness fees and all other 
expenses expcted to be incurred in the litigation 

(4) The litigation attorney's written estimate of the cost of the civil action through a 
trial on the merits of the case ("total es t imtd cost"). The total estimated cost of the civil action shall 
include the litigation attorney's expected fees, court costs, expert witness fees, and at1 other expenses 
e'upected to be incurred in the civil actlon. 

( 5 )  The litigation anomey 's proposed w r h n  fee agreement. 

(6)  The mu1 to be specially asfessed against each homesite in Stonewater to 
Fund the estimated cost of the civrl action both in total and on a monrhly per unit basts, as requ~red by 
subparagraph if) of this An~cte 1X. 

(c] If the iawsuit relates to the condition of any of tke c o m o n  areas of Stonewater, the 
Board shall o b a h  a wri~itn idependent expert opinion as to reasombte and practical alternative 
approaches ~o repa;tmg the problems with the c o m o n  elements, which skal1 set forth the estimated 
costs and expected t~ability of each altemlive. In obtai~ng the dependent expen opinion requird 
by the precedtng sentence, the b a r d  sklI coduct its own tnvestigatron as to the qual~ficarions of' any 
exper: and shall not ret-ain my expen res; nded by the titigarion anorney or any other aMorney with 
whom the Board comulfs The purpose of the urdevnclenr exggrr clprruan is to rivord any poienrtal 



confiision regarding the condillon of the c o m o n  areas thar nrighr be createti by a report ?repared as an 
instrumeIit of advocacy for use in a civil action. The independent expert opinion will ensure that the 
menlbers of the corpitrarion have a realistic appraisal of the condition of the c o m o n  efemenrs, the 
!~kei\; cost of repalrs to or repfacement of the same, and the reasonabIe and pmdent repair and 
replacement aiternatices The independent expert opinion shall be sent to the members wrh the -rtrinen 
norlce of the itrigation evaluation meeting. 

id) The corporation shali hdve a wrlnen fee agreement wtth the litigatron at tomy,  and an] 
other attonley retatned to handle the propused civil action The corporation shall not enter tnto an3 fee 
agreement that is a combmatian of the retained attorneys houriy rate and a conrrngent fee arrangement 
unless the existence of the agreement is disclosed to the members in the text of the corporat~an's %rlnen 
notice to the members of the lit~gatlon et aluation meeting 

ie) At the iitigation evaluation nleeting the memkrs shall vote on whether to authorize the 
Board to proceed with the proposed civil action and whether the matter should be handled by the 
i~tigation attorney The cornencement of any civil action by the corporation tother than a suit to 
enforce the corporation's Bylaws or colfect delinquent afsessmenls) shall require the approval of a 
myortn. m vafue of the n~embers of the corporation. Any proxies to be voted at the litigation 
evaluation meeting must be signed at least seven (7) days prior to the litigation evaluatton meeting. 

(f) A1I legal fees incurred m pursuit of any civil action thar is subject to this Article IX 
shall be paid by special assessnlent of the rnembers of the corporation ("litigation special assessment"). 
The Iitrgatlon special assessment shall be approved at the litigation evaluation keetlng (or at any 
subsequent duly called and noticed meeting) by a majority in n m k r  and 1n vaiue of all members of the 
corporation m the mount  of,the estmated total cost of the civil actlon if the litrgarion attomey 
proposed by the Board is not retained, the litigation special assessment shall be m an mount  equal to 
the retamed attorney's estimated total cost of the civil action, as estimated by rhe attorney actually 
retained by the coqoration. The htigation special assessment shall be apgort~oned to the members in 
accordance with their respective interests tn Stonewater and shall be cotlected l rorn the members on a 
monihiy basts, The total mount  of the litigation special assessment sttail be coIlecred mon&ly over a 
period not to exceed twen5-four 124) months. 

cg) During the course of any civil action authorized by the members pursuant to this Article 
IX, the retauled attorney shali submrt a wrinen report ('"mrney's wrinen report") to the Board every 
thirty (301 days senrng forth . 

(l) The amrney's fees, the fees of any experts reraked by the atiomeg, 2nd ail 
orher costs of the fitigatton durhg h e  thirty (30)  day period imediatety preceding rfie date of the 
artomey 's wrrtren repon i "reporring per~od") 

12) Afi actlow taken in rhe civil action durtng the reponme per id ,  together wrth 
copies of dl1 pleadmgs, coun papers and correspc~ndenee filed with the court 01. rent to opposing 

counsel dunng rhi: reporting pnod 

(3) -4 derailed descnpt~an of all discusslorn with opposing counsef durtag the 
repottrng period, wr:tten 2nd oral, mcfud tng, but not lrrnited to, senlement dtscussrons 



(4) The costs incurred in the: civil action through the date a t  the wrinen report, as 
cornpard tu the anomey's esrmared total cost of the ch i1  acrran 

( 5 )  Q%e&er the originally estimated totat cost of the cit.11 actton remains accurate. 

(h) The Board shail meet monrlrly during the course of any civd acrion to discuss and 
review, 

(1) the scatus of the litigation; 

(2)  the sraNs of settfement effam, if any; and 

('3) the artomey's wriMen report. 

t i )  If ,  at any time during the course of a civil action, the Board deterrngnes that the 
origlnally estimated total cost of the civil actlon or any revision thereof is inaccurate, the Board shall 
immedtateiy prepare a revised estimate of the total cost of the civil action. If the rev~sed estimate 
exceeds the lttrgation specla1 assessmenr previously approved by the members, the Board shall call a 
spec~al meeting of the members to review the status of the Idgation, and to allow the members to vote 
on whether to continue the civil action and increase the I~tigation special assessment. The rneering shall 
have the same quorum and votlng requirements as a litigation evaluation meeting, 

fi) Rie anomeys' fees. court costs, expert wirness fees and all other expenses of any civ11 
actton subject to this Article ,IX ("litigation expenses") shall be fully disclosed to members In the 
corporation's annual budget. The litigation expenses for each civil action subject to this Article IX shaalI 
be listed as a separate line icem capriomd "litigation expenses" in the corporation's annual budget. 

ARTICLE X 

These Anictes of incorporation may only be mended by consent of two-thirds ('!,I of ail 
members. 

Signed this 82- day ofJanuary. 1999. 


