HOA #1 Annual Meeting — April 28, 2008

Meeting Outline
e Preliminaries

« Board President’s Report — Jack Jeffery

 Treasurer's Report — John Pavlak

 General Manager’s Report — John Price

 F&B Director's Report — Morgan Puffenbarger

o Golf Superintendent’s Report — Dennis Dulaney

« SaddleBrooke External Affairs & Information — Kay Galligan

 Questions & Answers
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HOA #1 Annual Meeting — April 28, 2008

Looking Back..........

* Resident expertise essential for several ad hoc committees
— Human Resources (HR) — Complete
— Gating (HOA #1/#2) — On hold
— Information Technology (IT) - Ongoing
— Benefits — Ongoing
— Food & Beverage (F&B) — Ongoing
— Note: Standing committees also benefit from resident capabilities

* Other selected initiatives/actions
— 2007 Board goal-focused
— Policy change (#03-06): Target 30% fully-funded Reserve Fund
— Policy #04-10 removed: Meaning, no restrictions on HOA #2 golfers
— More in-depth F&B financial data
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HOA #1 Annual Meeting — April 28, 2008

Looking forward..........

« Overall financial status: Solid
— Debt-free & growing Reserve Fund
— Reflects past maximum dues, Board Assessment, & Home Resale Fee
— Preliminary Long Range Plan (LRP): Possible reduced assessments

— Caveats:
* Reserve Fund to be reviewed by outside specialists (every 3 years)
* Much-discussed Fitness Center expansion not included in numbers
 Note: Locker Room renovations covered this year in Reserve Fund

« Emphasis on improved communications
* High enthusiasm for new F&B Director: Morgan Puffenbarger

e Transition to new General Manager
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HOA #1 Annual Meeting — April 28, 2008

2008 Board Goals

* Improve Financial Security
— Establish a target 2009 year-end balance for Reserve Fund
— Minimize the F&B deficit
— Manage golf operations as effectively as possible
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2008 Board Goals

* |Improve Financial Security

— Establish a target 2009 year-end balance for Reserve Fund
— Minimize the F&B deficit
— Manage golf operations as effectively as possible

* Improve the SaddleBrooke Team
— Conduct a Human Resources (HR) policies & practices assessment
— Continue to develop & improve staff training
— Improve utilization of Information Technology (IT) for better efficiency
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2008 Board Goals

e Improve Financial Security
— Establish a target 2009 year-end balance for Reserve Fund
— Minimize the F&B deficit
— Manage golf operations as effectively as possible

 Improve the SaddleBrooke Team
— Conduct a Human Resources (HR) policies & practices assessment
— Continue to develop & improve staff training
— Improve utilization of Information Technology (IT) for better efficiency

 Maintain & Improve the SaddleBrooke Lifestyle
— Continue focus on community safety & security alternatives
— Conduct a Fitness Center improvement & remodeling study
— Promote closer ties with HOA #2
— Improve communications within the community
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Operating Results

Budget
2006 2007 2008
General HOA Activities $ 612,900 $ 543,800 $ 480,000
Golf Operations $(163,700) $(166,000) $ (60,000)
Food & Beverage Dept. $(286,900) $(302,400) $(244,000)

All Operations (Before Taxes) $ 162,300 $ 75,400 $ 176,000
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Operating Results

General HOA Activities

Golf Operations

Food & Beverage Depit.

All Operations

1st. Qtr.
2007

$ 136,000
$ 58,000

$ (102,000)

$ 92,000

1st. Qtr.
2008

233,000
74,000

(21,000)

B e B &

286,000

2008
Over 2007

$ 97,000
16,000

81,000

®“ B &R

194,000
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Reserve & Capital Improvement Funds

4/28/2008 12/31/2008

12/31/2006  12/31/2007 (Current) (Est.)
Reserve Fund $ 513,800 $ 845,900 $ 1,496,500 $ 1,000,000
Capital $ 1,600 $ 71,900 $ 110,200 $ 5,000
Improvement Fund
Total $ 515400 $ 917,800 $ 1,606,700 @ $ 1,005,000

Note: Reserve Fund is for updating existing assets
Capital Improvement Fund is for purchasing new assets
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Impact of Home Resale Fee (HRF) on Reserve Fund

2008

2006 * 2007 Est.

Increase in Reserve Fund $ (114,300) $ 332,000 $ 154,100

(Year-end vs. previous year-end)

HRF Portion of Increase $ 157,700 $ 125,700 $ 80,000

(Annual Contribution) **

* HRF Implemented in 2006

$371,800

$363,400

** CC&R 6.22 stipulates that all HRF revenue must go to either the Reserve or Capital

Improvement Fund; to date 90% has gone to the Reserve Fund
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Restrictions on HOA #1 Investments

Investments Restricted to:

Operating Funds
(CCR 6.14 [a])

Reserve Funds
(CCR 6.14 [b])

the Prudent Man Rule

(e.g. Money market accounts managed
by major investment houses)

U.S. Government Securities X X
Investments backed by U.S.

Government X X
Accounts fully insured by

agency of U.S. Government X X
(FDIC Insured)

Other accounts with a

responsible depository following X
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Association Finances
(As of Today)

Accounts

Operating Fund Accounts
Reserve Fund Accounts

Capital Improvement Fund Account

SaddleBrooke HOA #1

Amount

$ 1,300,500
$ 1,496,500

$ 110,200

$ 2,907,200
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Operating Accounts
(As of Today)

Account Amount
Morgan Stanley U.S. Gov't Securities Trust $ 867,800
Morgan Stanley All Assets Money Trust $ 319,200
Morgan Stanley Cash $ 12,700
Morgan Stanley Payroll Account $ 8,200
Bank of the West Checking Accounts $ 91,600
Petty Cash 3 1,000
$ 1,300,500
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 Financial — Treasurer’s Report

Reserve Fund Accounts
(As of Today)

Account Amount
Morgan Stanley U.S. Gov't Securities Trust $ 712,000
Morgan Stanley Bank (FDIC Insured) $ 75,500
2 6-Month CDs (Due Fall '08) $ 133,000
2 12-Month CDs (Due April '09) $ 192,000
4 18-Month CDs (Due Oct. '09) $ 384,000
$ 1,496,500
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HOA #1 Annual Meeting — April 28, 2008

Vistas/Agave Revenues: 2007, by Week
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HOA #1 Annual Meeting — April 28, 2008

Vistas/Agave Revenues: 2007, by Day of Week
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HOA #1 Annual Meeting — April 28, 2008

HOA #1 GOVERNING DOCUMENTS

 Articles of Incorporation

« Covenants, Conditions and Restrictions
* Bylaws

 Rules and Regulations

o Architectural and Landscape Guidelines
* Transition Agreement

* Reciprocal Use Agreement

e Lakes Agreement

e Unit 20 Legal Documents

e Unit 21 Legal Documents
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HOA #1 Annual Meeting — April 28, 2008

Then...?

DESIRABLE UNDESIRABLE
Good Governance Fickle Governance
Administrative & Administrative &
Financial Stability Financial Instability
Due Process Absence of Process
Communication Communication Void
Employee Stability Employee Strife
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HOA #1 Annual Meeting — April 28, 2008

Now...!

DESIRABLE
Good Governance

. e &
Administrative &
Financial Stability

Communication

Employee Stability
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HOA #1 Annual Meeting — April 28, 2008

YEARLY RESERVE FUND BALANCES

Date Reserve Fund
1996 <$384,000>
1999 $392,282 *
2000 $689,192 *
2001 $799,484 *
2002 $962,114
2003 $277,394
2004 $300,030
2005 $628,108
2006 $513,808
2007 $845,854
4/30/2008 $1,496,500 *Cash Pool
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HOA #1 Annual Meeting — April 28, 2008

Many challenges: “Let’s eat the elephant one bite at a time!”
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HOA #1 Annual Meeting — April 28, 2008

Food and Beverage Goals
Sales and Cost

Find Out What The Residents Want

e Give Them What They Want, Within Fiscal Reason
Work On Cost Analysis For Every Venue & Event
New Cost Control Procedure

Develop Procedure For Any & All Price Increases
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HOA #1 Annual Meeting — April 28, 2008

Food and Beverage Goals
Staff and Training

 Create New Training Manual

* Nightly Training Objectives

e Pre-Shift Meetings

e Continuous Training

* Create Coalition Of Key Employees
* |ncrease Labor Productivity
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HOA #1 Annual Meeting — April 28, 2008

Food and Beverage
Summer Plan

e Create Dining Schedule For Summer

* Analyze Cost, Sales Forecast and Labor
Expense For Summer Plan

e Use Residents’ Feedback To Fine-tune Strategy
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke Golf Course Proactive Transition Plan

Course Chemical application Physical removal

Tucson May 19 May 28
SaddleBrooke May 26 June 4

Catalina June 2 June 11

Herbicide application applied only to fairways not

greens.

Physical removal consists of power brooming
and core aerification.
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SaddleBrooke Golf Course Proactive Transition Plan
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke Golf Course Proactive Transition Plan

Important:

One Nine remains in relatively good condition
during entire transition process.
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SaddleBrooke Golf Course Proactive Transition Plan
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke Golf Course Proactive Transition Plan

 Bermuda fairway recovery on Tucson Nine
would begin around 3rd week of June.

 Fairway recovery on SaddleBrooke Nine
beginning around 4th week of June.

« Fairway recovery on Catalina Nine
beginning around 1st week of July.
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SaddleBrooke Golf Course Proactive Transition Plan
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke Golf Course Proactive Transition Plan

* Any areas not fully recovered will be
sodded.

* Once this “Proactive Transition” program
has been in place for several years, the

Bermuda grass recovers quickly and
thoroughly.

SaddleBrooke HOA #1

2008 Annual Meeting — MASTER FINAL - 5/2/2008 2:54 PM

Page 36



HOA #1 Annual Meeting — April 28, 2008

Meeting Outline
e Preliminaries

« Board President’s Report — Jack Jeffery
 Treasurer's Report — John Pavlak

 General Manager’s Report — John Price
 F&B Director's Report — Morgan Puffenbarger

« Golf Superintendent’s Report — Dennis Dulaney

« SaddleBrooke External Affairs & Information — Kay Galligan

 Questions & Answers

SaddleBrooke HOA #1 Page 37

2008 Annual Meeting — MASTER FINAL - 5/2/2008 2:54 PM




HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke External Affairs & Information

e A look back at DIG (Developmental
Impact Group).........

 And a look to the future with
SaddleBrooke External Affairs and
Information activity... To be realized
soon!
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke External Affairs & Information

The Group is being proposed jointly
between HOA # 1 and 2, with five
members from each HOA:

— Same Concerns

— Duplicating Efforts
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke External Affairs & Information

Gather, analyze and communicate
Information about activities and
events In the external environment
that could affect SaddleBrooke.
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke External Affairs & Information

Examples, but not limited to:

 Regional development
— Residential and commercial
— Roads
— State land
— Possible annexations

» Legislation with potential impact at local, state,
and federal levels
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke External Affairs & Information

* We will not take a position on Issues,
but we will initiate fact-finding as new
ISSues arise or rumors circulate.

* This Is not an advocacy group.
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HOA #1 Annual Meeting — April 28, 2008

SaddleBrooke External Affairs & Information

CURRENT ISSUES:
—MLS listings in SaddleBrooke
—Catalina Regional Park
—Pinal County Plan
—Arroyo Grande
—Oro Valley Marketplace
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