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FII Survey Questionnaire – 2006

After a reasonable amount of discussion, the Frye Island Board of Directors have
determined to make the survey results available to all Islanders to review via the Frye
Island website. The Board was split on the wording to be used to introduce the survey
results. In order to give the Stockholders the complete view, both a Majority Report and
a Minority Report are included. Survey Details are provided in the attached document.

Majority Report
Approved by Ed Charrette, Bob Hannah and Joe Potts

On May 13, 2006 the FII Board of Directors sent out a survey to FII Stockholders. The
purpose was to provide the Board some guidance on a number of actions regarding FII-
owned real estate. The primary driver for the survey was a sale/buy-back concept that
four of the five Directors on the FII Board were supporting. A nine page white paper was
included with the survey to provide the Stockholder with an understanding of the
sale/buy-back concept; two of the nine pages provided views of the one Board Director
that opposed the sale/buy-back concept.

The deadline for returning the completed survey was set at June 15, 2006. A very
precise technique was designed to tally the results of the survey in an Excel
spreadsheet. A great deal of effort was taken to insure that each of the surveys
submitted was recorded accurately. In many cases, the stockholder annotated the
survey questionnaire with questions and comments. All of those annotations were
captured in the tally.

There is one share of stock associated with each Frye Island lot owned, except for lots
owned by Frye Island Incorporated (FII) and the Town of Frye Island; they have no
stockholder status. There are 848 stockholder votes possible in FII. There were 283
completed questionnaires returned, a 33.4% of stockholder votes.

Now that the survey questionnaire process has been completed, it is unfortunate to
report that the design of the survey wording and the process used to mail out the
surveys have some serious faults. The following bullets summarize these faults:

 A copy of the survey was not mailed to 88 of the stockholders that own lots that
have been merged by the Town tax assessor, e.g. a privacy lot associated with a
cottage. This was an innocent administrative error, thinking that the Town
database could be used as a direct mailing tool, but it short-changed 88 of the
most active Islanders of a survey vote.

 FII owns three kinds of property: waterfront lots, inland lots and large parcels of
bulk land. Questions II.A and II.C lumped all three kinds together, not allowing for
differentiated answers.
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 Three of the questions (II.B, II.E and II.F) stated as fact that a FII waterfront lot(s)
is unbuildable. This is not a fact. If your only avenue is traditional construction
techniques, a potential buyer may conclude that a lot is unbuildable. Alternate
forms of construction (e.g. leech field on another lot) or newer technology (e.g. a
sewage system that does not require a leech field) may make a wet lot buildable.

 In question II.C, the concept of using FII assets to fund major Town infrastructure
projects was worded so poorly that even someone who supports the concept
could not cast a “Yes” vote. It would not be necessary “to prevent a lot owner
from building” or to increase the “ultimate count of total cottages” to use FII
assets to fund major Town infrastructure projects.

 The wording in question II.D and the white paper on the sale/buy-back concept
the wording were biased towards a “Yes” vote. For example, the words “a much
larger number” in the survey question implies something higher than the number
3 stated at the 7/1/06 Stockholder meeting. At the 7/1/06 meeting, the
Stockholders were so concerned about the FII Board selling buildable waterfront
lots, a motion was passed with a 95% majority to require stockholder approval
prior to any sale of buildable waterfront lot in the next 14 months (time of first
Stockholder meeting in 2007). Another example that the II.D question was poorly
worded was that the Frye Island Conservation Commission has gone on record
opposing the sale/buy-back concept.

 The financial cost to Frye Island (stockholders, tax payers) of answering the
questions one way or the other was not given to the stockholder, forcing a
definitive answer without all of the facts. A stockholder was not even given the
option of giving a “none of the above” or a “don’t know” answer. For example, in
question II.F the cost of converting those lots to a public beach is roughly
$250,000 since the lots are actually buildable. Also, there were no facts
presented that would demonstrate that another beach on the Island is needed.

 Question II.E attempted to put into very simple terms the question of adding
moorings on Frye Island. This is a very complicated issue. The Town Planning
Board has held multiple meetings and multiple public hearings on moorings,
going through more than a dozen drafts of how it might be done. The end result
was that no agreement was reached. A simple-minded question like II.E does
nothing constructive to help the process of getting more moorings on the Island.

The FII Board of Directors has concluded that the tabulated results of the questions in
Part II of the survey are of questionable value. Since the Board feels strongly about
complete transparency and full communication to the FII stockholders, we are providing
a complete copy of the survey results on the Frye Island website; to maintain
stockholder privacy, any reference to lot number or stockholder name was removed
from the posted results. It does include all of the annotated comments from the
stockholders. We caution the use of the results of any of the Part II questions in making
future decisions.
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Minority Report
Approved by David Gleeson and Phil Perry

On or about May 13, 2006 the FII Board of Directors mailed a survey to FII
Stockholders. The survey's primary purpose was to gain insight and seek guidance from
the stockholders on a Sale-Buy Back proposal as well as to obtain their views on other
real estate owned by FII. The deadline for returning the survey was set at June 15,
2006.

As you read the survey results, please be aware that certain elements of the survey
were the subject of intense scrutiny by a few stockholders. These concerns were voiced
and are recorded in the July 1st 2006, FII Stockholder Minutes. They are as follows:

(A) A majority of the Board had established a different agenda, and subsequently
different ideas from the somewhat coordinated agendas and general
understanding between the different Boards on the Island.

(B) The questions were constructed in such a way as to produce a certain bias.

(C) Used the survey to violate the expectations that all stockholders entrusted the
FII Board to pass assets to the Town, to offset various building and other
capital improvements as may be required from time to time.

(D) The manner in which the survey was presented was done in such a way that
the stockholders had little or no idea what it was that they were participating in.

(E) Other concerns expressed concern regarding potential tax liability issues
associated with the Sale-Buy Back proposal.

The former FII board believed they were acting in the best interests of the majority of
the stockholders in proposing a possible way to reduce the overall number of houses on
the island (and thus reduce the strain on island infrastructure). Others believe that there
are better ways to utilize FII assets.

The entire matter of the Sale-Buy Back proposal has been deferred until the FII board
meets on August 11, 2006.

In order to more fully understand the proposal’s basic tenets, we urge you take the time
to review the FII Real Estate Policy of September 2004 (available on line at the town
website) before studying the survey results.
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