SUDDEN VALLEY COMMUNITY ASSOCIATION
BOARD OF DIRECTORS MEETING
MONDAY JUNE 23, 2008, AT 7:00 P.M.
ADULT CENTER

OPEN SESSION

CALL TO ORDER

ROLL CALL

ADOPTION OF AGENDA
PROPERTY OWNER COMMENTS

BOARD MEMBER COMMENTS

APPROVAL OF MINUTES
1) May 19, 2008
2) June 14, 2008

COMMITTEE REPORTS
1) Finance:
a. Treasurer’s Report
b. Treasurer’'s Motions
Communications
Disaster Preparedness
ACC
N&E
Long Range Planning
Other

GENERAL MANAGER’'S REPORT
OLD BUSINESS:

1) Mailbox Project Update

2) Security Camera Update

3) Miscellaneous Rule Changes
4) Road Maintenance Update
NEW BUSINESS:

1) 2008 Budget and Operations
2) Preparation for 2009 Budget

3)

PROPERTY OWNERS COMMENTS
BOARD MEMBER COMMENTS
CONVENE TO CLOSED SESSION
CLOSED SESSION

RECONVENE TO OPEN SESSION
OPEN SESSION

ADJOURNMENT

Discussion
Discussion




DRAFT DRAFT DRAFT DRAFT DRAFT DRAFT

MINUTES OF THE SVCA BOARD OF DIRECTORS MEETING
HELD ON MONDAY, MAY 19, 2008
OPEN SESSION: 7:00 P.M.
ROTUNDA

IN ATTENDANCE: Russ Harlan, President

Barbara Audley, Treasurer

Ben Brigham

Jo Jean Kos

Curtis Casey

Dee Spreitzer, N&E Representative
John Gordon, ACC Respresentative

EXCUSED ABSENCES: Chuck McGroddy, Vice-President

Naomi Bunis, Secretary
Laura Weide

STAFF IN ATTENDANCE: Dave Wareing, General Manager

Alisyn Maggiora, Admin. Support
Tim Newcomb, Views Staff
Andy Schwartz, Controller

COMMUNITY MEMBERS IN ATTENDANCE: 17

VI.

OPEN SESSION:

. CALL TO ORDER:

President Russ Harlan called the meeting to order at 7:05 p.m.

ROLL CALL:
President Russ Harlan noted the excused absences of Vice-President Chuck McGroddy,
Secretary Naomi Bunis and Laura Weide.

AGENDA CHANGES/APPROVAL.:
Ben Brigham added three items to “New Business:” Pools, Multipurpose Room and
Skate Park.

ANNOUNCEMENTS:
In the absence of Secretary Naomi Bunis, President Harlan appointed Curt Casey to be
the secretary for the meeting.

PROPERTY OWNER COMMENTS:

Tom Solin, Div.2/Lot 128, expressed his concern with the acquisition of the AT&T
Tower prior to Members reviewing a business plan, especially with regard to its disposal
by AT&T. Mr. Solin provided the Board with his list of concerns. Disaster Preparedness
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Chair Barbara Audley responded to his comments, noting that several of his issues are
addressed in a business plan put forth by the Committee that will be discussed later in the
meeting.

VIil. BOARD MEMBER COMMENTS:

None

VIll. APPROVAL OF MINUTES:

The minutes from the April 2, 2008, Board meeting were approved as amended.
The minutes from the April 14, 2008, Board meeting were approved as amended.
The minutes from the April 28, 2008, Board meeting were approved as amended.
The minutes from the May 5, 2008, Board meeting were approved as submitted.

IX. COMMITTEE REPORTS:
1. Finance:
Chair Barbara Audley asked Sudden Valley Controller Andy Schwartz to discuss
the Year-to-Date and May financials.
MOTION
Barbara Audley made a motion that the Board authorize the purchase of 100+ cluster box
units for a sum not to exceed $122,500 from the Mail Box Reserve. These boxes will be
used in Gates 3, 9 and 13. The motion was seconded. A discussion followed.
MOTION CARRIED UNANIMOUSLY

MOTION
Barbara Audley made a motion that the Board authorize the purchase of a new data back-
up system in the amount of $1,500 from the Major Repair & Replacement (MR&R)
Reserve. This purchase would be applied against the existing contingency amount of the
2008 Capital Purchase budget. The motion was seconded. A discussion followed.
MOTION CARRIED UNANIMOUSLY
2. Communications Outreach:
Chair Curt Casey reported on the monthly activities of the Committee and
commended volunteers Audrey Schwartz and Elizabeth Huthert for their efforts
thus far. He also would like to nominate two people to the Committee, Grace
Shaffner and Sue Harbor and eliminate from the Committee, Curry Miles and
Karen Skillern.
MOTION
Barbara Audley made a motion that the Board appoint Grace Shaffner and Sue Harver to
the Communications Outreach Committee. The motion was seconded.
MOTION CARRIED UNANIMOUSLY
3. Disaster Preparedness:
Chair Barbara Audley reported on the monthly activities of the Committee. She
brought forth discussion regarding the Committee’s Communications Tower
Business Plan, detailing the acquisition of the old AT&T tower south of Sudden
Valley. She noted that access will be leased from the Department of Natural
Resources (DNR) for another eight (8) years, to end in February of 2015. She
noted that the proposal is not financially based and presents a minor cost to the
Association, approximately $3,500 per year, with a majority of that being the
lease to DNR. Its purpose is to improve emergency communication to and from
the Valley in times of disaster.
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MOTION

Barbara Audley made a motion that the Board accept the transfer/sale of the
Communications Tower and related items from AT&T and/or its predecessors, effective
July 1, 2008, and enter into the lease assignment with DNR and issue checks in the
amount of $10.00 and $1.00 to cover the transfer fees. The motion was seconded. A
discussion followed.

MOTION PASSED WITH 3 YES VOTES AND 1 NO VOTE

4.

5.

ACC:

Chair John Gordon reported on the monthly activities of the Committee.

N&E:

Chair Dee Spreitzer reported on the monthly activities of the Committee. She
further discussed the progress with the upcoming Special General Meeting in
June, and noted the need for Board and Finance Committee applicants.

Long Range Planning:

Chair Barbara Audley announced that the Committee is up and running. They are
meeting first and third Tuesdays of the month at 8am. Current tasks include
developing and implementing the community survey.

X. GENERAL MANAGER’S REPORT:

General Manager Dave Wareing presented on the operational activities for the month of
May. Items included the Lake Whatcom Water & Sewer District and City of Bellingham
merger, completion of the Mailbox Project, Disorderly Houses enforcement, Spring
Cleanup for brush (dates and times will be published in the June edition of the Views),

and a review of the Flag Raising Ceremony held on Friday, May 16, 2008.

XI. OLD BUSINESS:
1. Sunshine MOA Affirmation:
General Manager Dave Wareing reviewed the 2008 Memorandum of Agreement with
the Board. He discussed the modifications made to the document as well as announced
the opening and operation of the Sunshine Room. Ben Brigham also provided the
Board with some insight as to its current status and wanted to ensure that no
exclusionary rights exist when the room is in use by the Cooperative.
MOTION

Ben Brigham made a motion that the Board approve the Memorandum of Agreement

between the Sudden Valley Community Association and the Sunshine Parent
Cooperative. The motion was seconded. A discussion followed.

MOTION CARRIED UNANIMOUSLY

2. Nuisance Dog Rule Adoption:

There are several problems with dogs at large (loose dogs) around the Valley. Section
six (6) of the Rules and Regulations in our current Documents stipulate owner
requirements for pets; the new rule, following legal advisement from the SVCA
attorney, is proposed to provide additional regulation for nuisance/repetitive-problem
dogs and to exclude them from the Community if the ongoing problem(s) are not
remedied.

MOTION

Curt Casey made a motion that the Board adopt the Nuisance Dog Rules as presented by
the General Manager. The motion was seconded.

MOTION CARRIED UNANIMOUSLY
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3. Condo Mailbox Reconciliation — Deer Creek & Lake Louise condos:
General Manager Dave Wareing updated the Board on the status of the
abovementioned condos. The Condo Association Boards have agreed to sell, to
Sudden Valley, their delivery boxes for the agreed upon amount of $1200.00 (per
Condo Association). This is due to the fact that the Condos own their mailboxes and
were being charged the mailbox assessment fee in addition, since they too are Valley
lot owners.
MOTION

Curt Casey made a motion that the Board approve the agreements for Deer Creek
Condos’ and Lake Louise Condos’ mailboxes as written and submitted by the General
Manager, with funding to come from the Mailbox Reserve.

MOTION CARRIED UNANIMOUSLY

XIl.  NEW BUSINESS:
1. Rule & Regulation Change (5.8.1) Adult Center Rentals:
General Manager Dave Wareing proposed an exception to the Rule to provide access
to those under twenty-one (21) during facility rentals at the Adult Center. The pool
area will be available to minors, however the pool itself will not. The amendment will
be made to Rules and Regulation 5.8.1.
MOTION
Curt Casey made a motion that the Board adopt the amended rule as follows: “No one
under twenty-one (21) years of age is allowed inside the Adult Center or the Adult Center
pool area, except during an authorized facility rental event or Association event with
appropriate adult supervision, during which they may be permitted to attend said event
inside the facility and onto patio and lawn, but may not use the pool or access the
immediate pool apron area, except as authorized by the Board.” The motion was
seconded.
MOTION CARRIED UNANIMOUSLY
2. Completion Funding for Mailbox Project:
General Manager Dave Wareing updated the Board on the current status of the
mailbox funding issue. The four year special assessment (added to Member’s dues)
took effect in 2006 and lasts through 2009. The money is needed this year to get the
mailboxes in, which will ideally happen by the end of July; hence, the Association is
short funds due to the remaining year of assessments. Money to complete the
installation will need to be borrowed from another fund in order to meet the deadline
and ensure that the mail service is not contracted outside of the USPS. The remaining
assessment money received through 2009 will be used to repay that borrowed debt.
MOTION
Barbara Audley made a motion that the Board borrow up to $175,000 as needed from the
Emergency Operations Reserve to transfer to the Mailbox Reserve to fund the installation
of cluster boxes in Gates 3, 9 and 13, to be paid back monthly as mailbox funds are
received from members. The motion was seconded. A discussion followed.
MOTION CARRIED UNANIMOUSLY
General Manager Dave Wareing discussed five (5) proposed locations within the
abovementioned Gates for installation of the cluster mailboxes.
MOTION
Barbara Audley made a motion that the Board authorize the five (5) sites as presented by
the General Manager, for cluster mailboxes. The motion was seconded.
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MOTION CARRIED UNANIMOUSLY
3. Disorderly House Rule Modification:
Modification to Rules and Regulation 1.11.4 (a) (1) will be as follows: “Penalties-
shat-begin-after-the-expiration-of a-10-day-graceperiod The implementation of
penalties may be delayed for a period up to 10 days by the General Manager, or
his/her designee, upon a showing of a substantial effort to comply with the corrective
or necessary action orders for houses or structures, or 5 days for vehicles, starting the

dav followmq the final date by which correctlve action was to have been completed

MOTION
Curt Casey made a motion that the Board accept the modifications to the Disorderly

House Rules regarding the grace period as presented by the General Manager. The
motion was seconded. A discussion followed.

MOTION CARRIED UNANIMOUSLY
4. Pools:

Ben Brigham presented the current status of the pools with regard to operation costs
and feasibility to open them for the 2008 summer.

MOTION
Ben Brigham made a motion that the Board authorize the Community Partnerships and
Improvements Commission (CPIC) to initiate a fundraising/membership sales pledge
drive, in which community members could pledge funds for a household seasonal
membership for a minimum of $100 (they could pledge more). If the Commission is
successful in raising at least $40,000, the Board would reconvene for the purpose of
directing the General Manager to open the pools. Funds pledged would be paid to SVCA
only in the event that the Board authorizes the General Manager to open the pools. The
motion was seconded. A discussion followed.

MOTION CARRIED UNANIMOUSLY
5. Multipurpose Room:

MOTION
Ben Brigham made a motion that the Board authorize the use of the loft and billiards
room in the Community Center, on a non-exclusive basis for the development of a
recreation area, to be staffed by volunteers under the direction of the Recreation
Manager; and that the Board authorize the CPIC to begin recruiting volunteers to
supervise the area, including after-school drop-in-use; and that the Board authorize the
Community Partnerships and Improvements Commission to begin filling the space with
age-appropriate activities in collaboration with the Recreation Manager. The motion was
seconded. A discussion followed.

MOTION CARRIED UNANIMOUSLY
6. Skate Park:

MOTION
Ben Brigham made a motion that the Board authorize the CPIC to work with
Administration to investigate the options and costs for developing the first barn into an
indoor or covered skate park, that could be used for other purposes, and bring back a
proposal or report of findings in June. The motion was seconded.

MOTION CARRIED UNANIMOUSLY

XIl. PROPERTY OWNER COMMENTS:







revenue to measure real growth in output, and the CPI is used to adjust income
and expenditures for changes in the cost of living. In brief, the CPI includes
services, imports, and sales taxes, whereas the PPI excludes them. Distribution
costs are included in the CPI, but not in the PPI. Finally, the PPI includes capital
equipment and the CPI does not. (http://www.bls.gov/ppi/ppifaq.htm#4)

In addition to the basic price indices, the BLS Employment Cost Index (ECI) is used to
measure the annual changes in wages and salaries, a major component of SVCA
operations expenses.

The Employment Cost Index (ECI) is a quarterly measure of changes in labor
costs. It is one of the principal economic indicators used by the Federal Reserve
Bank. The data show changes in wages and salaries and benefit costs, as well as
changes in total compensation. (http://www.bls.gov/ncs/summary.htm#ECT)

All-Item CPlIs are computed for the entire U.S., as well as for regions and metropolitan
areas. For the comparison below, the urban-area all-item CPI (CPIlu) for the U.S., for the
Western region (CPlu-West), and for the Seattle Metro Area (CPlu-Seattle) are used.
Annual values given in TABLE | are 12-month percentage changes for the given year.

As there is no PPl computed that exactly measures the price changes in the operations of
SVCA, a “composed” (weighted average) PPI (hereafter PPI-Com) was constructed using
the ECI for the western region (ECI-West), the PPI for fuels and related items (PPI-
Fuels), and the PPI for finished goods (PPI-FinGds). The values in TABLE 1 for PPI-
Com, also expressed as percent per year, are weighted averages of the percent per year
figures for ECI-West, PPI-FinGds, and PPI-Fuels, using the approximate fraction of each
in the 2008 SVCA Operations Budget as weights.

THE ESCALATION PROCESS

The BLS publishes a lengthy “Escalation Guide for Contracting Parties”
(nttp://146.142.4.22/ppi/ppiescalation.htm), which details the purpose and process of using PPI
measures for annual cost escalation. To clarify the process used for the numerical
calculations below, a few definitions are provided here. For the two amounts to be
escalated in this example—Operations Dues (each year, on a quarterly basis) and annual
Dues Revenue—an initial value is used for the reference base. In TABLE I below,
hypothetical values of year 2000 Dues Revenue of $2,000,000 and of the year 2000
Operations Dues of $88.25 per quarter are used as initial bases. Calculating subsequent
values for each of the measures requires that each year the prior year’s reference base is
multiplied by (1 + .01 x Index Value). For example, the 2002 projected value for
Operations Dues uses the 2001 base and the 2002 PPI-Com annual increase of 1.57%.
Thus, the value of $92.99 is the product of $91.55 and (1 + .0157). All Operations Dues
and Dues Revenue table values are calculated in a similar way.
















Unaudited

Balance 12/31/07
Dues Received
Interest Income
Sale of Assets
Loan To (From)
Expenditures
Transfer to Ops

Current Balance

6/20/2008
9:30 AM

Sudden Valley Community Association

Reserve Balances & Activity
Four Months ended May 31,2008

Whole $
Member Reserves Board Reserves
Density Emergency Density
MR&R Reduction Roads Mailbox Ops Reduction Undesignated
$383,631 $535,277 $61,515 $128,895 $354,659 $1,222,986 $186,673
152,218 10,721 154,101 53,700 0 0 31,926
1,419 10,520 0 0 125 15,223 0
1,100
100,000 (100,000)
(80,757) (5,000) (2,694) 0 0 (9,635) (4,364)
(97,512)
$457,611 $551,518 $312,922 $182,595 $254,784 $1,228,574 $116,723




Sudden Valley Community Association

2008 Capital Budget Expenditure Recap

Non-
Budgeted Budgeted Total Indiv Under
Budgeted Board  Committed / Committed / Committed/  (Over)
Month Item Description Dept Amount  Approved Actual Cost * Actual Cost Actual Cost  Budget
2007 |Com Ctr Remodel Recr/Gym 8,125 8,125 8,125| ¢ 8,125 0
2007 |Surveillance Equip Secr 44,240 44,240 44,240| ¢ 44,240 0
2007 |Floor Tile in Admin Admin 476 476 476 | ¢ 476 0
2007 [Utility Pole - Area Z Maint 3,000 3,000 3,000 | ¢ 3,000 0
2007 |Water Heaters (2) Admin Admin 15,000 15,000 15,000 | ¢ 15,000 0
Jan-08 |Rekeying of all Bldgs Secr 16,500 16,500 16,500 | ¢ 16,500 0
Jan-08 [Air Handler - Clubhouse Admin 0 5,500 c 5,500 5,500 (5,500)
Feb-08 |Water Heater for CC Cmty Ctr 0 9,000 c 9,000 9,000 (9,000)
Feb-08 [GIS Computer AC 4,500 3,500 3,500 | ¢ 3,500 1,000
Feb-08 [Recumbent Exerc Bike Health Ctr 1,408 1,408 1,408 | ¢ 1,408 0
Feb-08 |Laminate Flooring Cmty Ctr 0 4,500 c 4,500 4,500 (4,500)
Mar-08 |Fire Code Update - Barns Cmty Ctr 0 15,000 c 15,000 15,000 (15,000)
Apr-08 |Golf Safety Net Golf 5,000 6,500 c 6,500 6,500 (1,500)
May-08 [Data Backup Admin 1,500 c 1,500 1,500 (1,500)
Total 90,124 126,124 84,124 42,000 126,124 (36,000)
Approved Budget 245,641 39,359
Remaining Budget ltems 155,517 (2,641)
Reserve Projection
MR&R Assessment Cash at 12/31/07 383,631
Less approved budgeted items (84,124)
Less approved nonbudgeted items (42,000)
Less Remaining 2008 Budgeted Items (155,517)
Expected 2008 Cap Assessment Collection 285,000
Projected Ending Balance

6/13/2008
10:41 AM

* C = Committed Value

A = Actual completed cost

386,990

2008_Capital_Exp_Recap 053108




6/20/2008
9:40 AM

Sudden Valley Community Association

Operations - By Department
Current Month / Year To Date

May 31, 2008
UNAUDITED Whole $
CURRENT MONTH
Actual
Revenue Actual Salary / Benefits Actual Other Exp Net Net
Actual Better / (Worse) Salary Better / (Worse) Other Better / (Worse) Income / Better / (Worse)
Department Revenue Than Spending PI Benefits Than Spending PI Expense * Than Spending PI (Loss) Than Spending PI
AC $11,548 ($3,602) $7,610 $781 $914 $194 $3,024 ($2,627)
Accounting 2,200 (800) 10,952 4,006 744 11,435 (9,496) 14,641
Administration 764 (880) 15,363 185 13,496 4,418 (28,095) 3,723
Maintenance 539 331 16,276 2,232 12,569 (2,539) (28,306) 24
Security 974 (1,276) 18,270 312 4,831 1,198 (22,127) 234
Subtotal 16,025 (6,227) 68,471 7,516 32,554 14,706 (85,000) 15,995
Golf 77,359 4,029 44,423 3,528 17,845 4,878 15,091 12,435
Community Ctr 68 68 (208) 208 (71) 71 347 347
Health Club 8,264 (3,388) 9,506 (2,460) 3,165 3,667 (4,407) (2,181)
Marina 237 174 743 0 646 367 (1,152) 541
Facility Rentals 1,413 (454) 495 0 347 204 571 (250)
Subtotal 103,366 (5,798) 123,430 8,792 54,486 23,893 (74,550) 26,887
Ops Dues 85,304 85,304
Current Mth Net Bad Debts 7,275 7,275
Total Dues 92,579 7,579 92,579 7,579
Net Operations $195,945 $1,781 $123,430 $8,792 $54,486 $23,893 $18,029 $34,466
YEAR TO DATE
Actual
Revenue Actual Salary / Benefits Actual Other Exp Net Net
Actual Better / (Worse) Salary Better / (Worse) Other Better / (Worse) Income / Better / (Worse)
Department Revenue Than Spending PI Benefits Than Spending PI Expense * Than Spending PI (Loss) Than Spending PI
AC $36,963 ($8,953) $40,626 $1,329 $2,648 $931 ($6,311) ($6,693)
Accounting 8,399 (6,601) 67,973 10,951 11,750 7,448 (71,324) 11,798
Administration 8,050 (170) 111,352 (4,522) 84,546 1,331 (187,848) (3,361)
Maintenance 9,767 (875) 87,917 20,830 51,313 (184) (129,463) 19,771
Security 6,893 (1,357) 103,062 270 21,236 62 (117,405) (1,025)
Subtotal 70,072 (17,956) 410,930 28,858 171,493 9,588 (512,351) 20,490
Golf 373,972 (33,658) 176,790 8,719 89,758 3,370 107,424 (21,569)
Community Ctr 5,053 4,773 15,606 1,110 12,619 (372) (23,172) 5,511
Health Club 44,792 (4,794) 42,305 (10,265) 16,288 10,847 (13,801) (4,212)
Marina 111,650 (19,755) 3,715 0 7,158 1,198 100,777 (18,557)
Facility Rentals 4,544 (3,227) 2,475 0 7,729 (5,386) (5,660) (8,613)
Subtotal 610,083 (74,617) 651,821 28,422 305,045 19,245 (346,783) (26,950)
Ops Dues 489,837 489,837
Current Year NetBad Debts (55,380 (55,380
Subtotal Dues 434,457 23,852 434,457 23,852
1st Qtr UDR Funding 88,908 0 88,908 0
Total "Dues" 523,365 23,852 523,365 23,852
Net Operations $1,133,448 ($50,765) $651,821 $28,422 $305,045 $19,245 $176,582 ($3,098)
* Excludes Depreciation
Year to Date Major Variances Explanations ($ in Thousands
ACC - Revenue down due to lower than planned new construction applications ($9)
Accounting -
Title Transfer Fees shortfall due to slow down in real estate market ($7)
Salaries/Benefits better than budget due to cut back in hours 10
Audit Fee payment delayed due to later start on 2007 annual audit 9
Total $12
Administration - Higher than planned legal fees ($4)
Maintenance - Lower than plan Salaries/Benefits - Mgr position not filled - $21
Golf -
Lower than planned Annual Green Fees sales ($24)
Lower than planned sales of new Discount Greens Fee Card (10)
Cut back in staff hours due to lower revenue 9
Total ($25)
Health Club - Lower than planned startup revenue ($5)
Higher staff level offset by lower than planned expenses 1
Total ($4)
Marina - Revenue overstated in annual Plan, have some dry spaces not rented as of yet ($19)
Facility Rentals -
Lower than planned winter facility rentals ($3)
Prior year utility billing adjustment not in plan 5
Total ($8)





