CAUGHLIN RANCH HOMEOWNERS ASSOCIATION
2010 APPROVED BUDGET
FOOTNOTES

Summary of the 2009 Budget

The amount of residential membership dues estinfatettie 2009 budget was $2,004,792. The amouwjéepred
to be received, based on actual receipts througjugt009, is $2,004,482. The amount used in @46 Draft
Budget for 2009 Actual is $1,994,792. This amadsaronsistent with the assumption of Bad Debt usdte
Approved 2009 Budget. The number of membershipgpted for the calculation of Membership Asseste
in the Approved 2009 Budget was 2,168 membershijpe actual number of residential memberships aséich
for 2009 is 2,168. The number of residential uhis been consistent for the past 4 years asshé of the
delay in the Canyon Edge Project, which has notestaonstruction, and the lack of sales in the3fyiiing
Pines subdivision.

It was estimated that the amount of non-resideasabssments (commercial dues) for the Approvefl Bddget
was to be $131,322. The actual amount of non-easial assessments billed in 2009 will be $131,514.

It is estimated using actual expenses through A2RE0 that th& EAR END BALANCE for 2009 will be a
surplus of $85,907Line 121. The 2009 Budget included $39,000 fiaqpriovements to the Alum Creek channel.
This project was not completed, and has been iediii the 2010 budget.

Overview of the 2010 Budget

The active projects in 2010 will be Canyon Edge Wftdspering Pines. However, at this time, theltota
residential memberships estimated for the end 2026 2,168 memberships. The 2010 Budget illustrate
membership assessments in accordance with acarml@ting. CRHA staff no longer estimate how the
guarterly assessments will be received each morttle. accrual accounting method requires that thiedpfor
each quarter be spread equally over the three mamthe quarterThe 2010 budget illustrates a deficit of
($51,011) on Line 121; however, $39,000 of the 20d€¥icit is for the improvements to the Alum Creek
channel, which were originally approved in the 200®udget, but not completed this year, the funds
budgeted for 2009 were carried over to 2010.

Line 5. There is no increase in annual assessmamtder the membership projections of 2,168 memberd

is estimated that the amount of membership assessmegjuired to balance the budge$2s004,788 The
residential membership assessments proposed titidakib illustrated a$167,066per month for 12 months. The
2010 Proposed Budget would result idedicit of ($51,011)under the current assessment structure, Line 121.

Line 6. There is no increase in annual assessmédat the non-residential members (commercial
membership classification).The amount of commercial membership assessmeqiged to balance the budget
is $131,988 The commercial membership assessments proposediitidnl as$10,999per month. The accrual
accounting method requires that the billing be agrequally over the 12 months.

Line 33. The Board has adopted an evaluation procedurthéoGeneral Manager, and a new policy for salaries
and bonuses, which was implemented this yearomfiocmance with the Board’ new salary policy, ali@oyees
whose salaries are at or exceed th&dcentile for the range (approved for that salarg eligible for a wage
increase equal to a cost of living increase, baseithe Consumer Price Index (CPI) Western Urbame CPI for
January 2009 to July 2009 was 1.6%; however, tHec@lPulated for the past 12 months is -0.3%. Adowly,

the Board will need to evaluated the CPI in Jan2&40 to determine the CPI for 2009. If the 2009 IER..6%,

the General Manager’s salary is proposed to inerfasn $108,672 to $110,411; this amount may besteg.
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Line 34. In conformance with the Board’ new salary polialf,employees whose salaries are at or exceedsthe
percentile for the range (approved for that salarg)eligible for a wage increase equal to a cbktinog

increase, based on the Consumer Price Index (CEB$tékh Urban. Accordingly, the Administrative
Assistant/Bookkeeper’s salary is proposed to ireedeom $54,041to $54,900; this amount may be &efjus

Line 35. In conformance with the Board’ new salary polialf,employees whose salaries are at or exceedsthe
percentile for the range (approved for that salarg)eligible for a wage increase equal to a cbiéting

increase, based on the Consumer Price Index (CBtékh Urban. Accordingly, the Secretary/Assisteanges
are proposed to increase from $37,800 to $38,4@5amount may be adjusted.

Line 36. In conformance with the Board’ new salary polialf,employees whose salaries are between the media
and the 28 percentile for the range (approved for that salarg eligible for a wage increase of 6%.
Accordingly, the Assistant Manager’s salary is megd to increase from $45,000 to $47,700.

Line 37. There isa reduction of $50 per monthincluded in the 2010 budget for Office Rent basedhe new
lease agreement with the landlord. The new amisusit,842/month.

Line 38. The 2009 budget for Office expenses were redtroea the 2008 budgeted amount of $61,920 to
$52,346. The actual expenses in 2008 were $53,48%ever, due to the change to the lockbox systeene
were added office expenses for a new computeryvaaétand technical support in 2009. The 2009 Adtua
estimated to be $58,834. The draft 2010 budgdtdles a reduction in office expense to $48,00&nitcipation
of savings created by the one way email commumicaind the change to the annual coupon bookle¢sers
sending the billing statements on a quarterly basis

Line 39. The Board previously requested that all elecéimpenses be separated from office expenses. The
amount budgeted for the Election of the Board i8,820. There are no special elections anticipat@d10.

Line 40. The Board budgeted $12,000 for telephone expdns@909. The actual amount was slightly higher
due to the monthly fee for Randy’s IPhone and #he telephone system required for the office. Tiewnt
proposed for telephones for 2010 is $12,360.

Line 41. Past budgets have included the private gateheftepfees. The Association’s current budget ségsra
private gate expensed, excluding the telephone tive Reserve Account Expenses . A new line itasdeen
added for Private Gate Telephones because itaparating expense. The amount proposed for Prizate
Telephones for 2010 is $1,573.

Line 42. The Board has adopted a new policy for salamesbamnuses. The Board reduced the amount budgeted
for 2009 from $26,145 to $10,000; however, no besusere approved by the Board. Based on the Boaei
policy, bonuses should not exceed $10,000 in angjear, unless extraordinary circumstances exist.

Line 43. The Board budgeted $64,416 for Legal expense2dd®. The actual amount has been significantly
lower. Based on the reduction in Legal Fees irb2€te amount proposed for Legal Fees for 201615996.

Line 44. The Board budgeted $20,100 for Accounting expefme2009; however, the Board requested more
services be provided by the Association’s accountdihe amount proposed for Accounting Fees fol0261
$21,600.

Line 45. The Association’s budgets have always includedmaes for membership assessments based on the
number of recorded lots which have been sold tord party. The owner of the property is respolesfbr the
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annual assessments. Due to the state of the ahtiate and local economies, the Associatiorerpsrienced a
number of foreclosures in the past 2 years. PosWyothe Association could expect to recover thiegdmount of
delinquent assessments. However, with the cuaemomic conditions, the Association can expectesom
foreclosures to occur and the possibility of nanhgdully reimbursed by the Bank or purchaser, wttenfinal
action of the foreclosure is concluded. Accordmghe Board has included a line item for Bad Delihe
amount of Bad Debt budgeted for 2009 was $10,000,45. The amount of Bad Debt budgeted for 2810 i
$10,000. With the passage of Assembly Bill 204, Alssociation can now collect 9 months of delinquen
assessments under the super priority lien stalowed by Chapter 116 of the Nevada Revised Statutes

Line 46. The Board requested that Management Consultiragiied to the 2009 budget. The amount budgeted
is $2,000, plus $500 for each strategic plannisgis@. The same amount is budgeted for 2010.

Line 47. The Board requested that expenses be added 20@®ebudget for the publication expenses of the
Caughlin Rancher. The amount budgeted is $2,000, $500 per quanpellication. The same amount is
budgeted for 2010.

Line 48. The Association’s Liability Insurance policy waviewed last year and a significant savings resluty
getting competitive bids. The Association’s insur@ policy is currently written under Philadelpliaurance,
and is considered to be one of the most competititiee industry. The manager has requested bias ¥arious
insurance companies. Based on the Philadelphimanse policy, $22,280; $3,686 for the $4,000,000nella
policy; and, the CNA policy for Directors and Offis Liability coverage of $5,978, the Associationiability
Insurance premium was budgeted to be $31,944 iA.200e budget for 2010 is $32,108.

Line 49. The Board budgeted $22,409 for the Taxes/Licelisestem in 2009. An amount of $10,000 was
budgeted for federal income taxes for EIG Stock.sdlhe actual amount paid for federal income taxethe
EIG stock sale was $3,920. The amount budgetethéoT axes/Licenses line item in 2010 is $11,498.

Line 50. The amount for PCE Fees remain the same basedual egpenses. The amount budgeted for 2010 is
$5,800.

Line 52. In conformance with the Board’ new salary polialf,employees whose salaries are at or exceedsthe
percentile for the range (approved for that salarg)eligible for a wage increase equal to a cbkting

increase, based on the Consumer Price Index (CEB$tékh Urban. Accordingly, the Landscape Supergiso
salary is proposed to increase from $72,792 to%73,this amount may be adjusted.

Line 53. The line item for the Landscape Employees ismklination of the Fulltime Employees. The 2010
budget is proposing a 4.1% increase in hourly waféise Fulltime Employees based on the exceptional
appearance of the Ranch this year and the accdmpaists of the Fulltime Employees. These wage as&e
include an increase during the months over-tintedgsiired for the weekend cleanup of the VillagedarBark.

Line 54. In 2007, 2008 and 2009, the Board increased thaer of Seasonal Employees from 13 to 17. This
was extremely beneficial to assist in the numbeeqgtiests for removal of dead plant material, gamssdebris
creating concerns for fire danger. There are B&&wal Employees proposed for 2010. The Boardapgdran
increase for Seasonal Employees of 6% in the 20@gdt based on the exceptional appearance of thehRast
year and the accomplishments of the CRHA Seasanpldyees. However, the Association was unableapk
many of the Association’s trained Seasonal Emplsyaed many new Seasonal Employees were addegktris
Accordingly, there is no increase proposed for lihis item in the 2010 budget.
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Line 56. The Association’s Group Medical Insurance is ently through Hometown Health Plan. In 2009 the
Board increased this line item by 10% above the82lual expenses for the 2009 budget. Howeverattual
increase for 2009 for medical insurance was mughdri The amount budgeted for 2010 is $86,004s ifh
based on the assurance by the Association’s ins@rearrier that there will not be an increase enpums for
2010 above the actual increase in the premiumgelan 2009.

Line 57. Funds have been added for payroll taxes basétegproposed increases in salaries and wages.

Line 58. The Association has been able to reduce its Wsrki®mpensation insurance over the past two years.
The amount budgeted for 2009 was $15,907, compar®ti7,081 charged to the Association in 2008. The
amount budgeted for 2010 is $14,964, based on $sedation’s current policy with Work Care Northies

Line 59. The SEP IRA funded by the Association is avaédablthe Association’s full-time employees after th
initial probationary period. The SEP IRA is eqt@ll0% of the employee’s wage and is invested iitingan
Stanley. Several of the landscape employees beebgitde for the SEP IRA program in 2004. Adjusimts are
made to this line item as employees become eligiblee Board has approved a Committee to review the
Association’s benefit package for CRHA staff in 201

Line 61. The Association pays 2 fees to the Steamboatl@adarrigation Company (Steamboat Ditch). The
first fee is based on 5 shares of stock in the @mpand the shareholder’s annual expenses obthpany’'s
previous operating costs. The second fee is bas¢lde Maintenance Agreement. The Association pefiat
rate of $1,000 for the Maintenance Agreement fBiee amount budgeted for 2010 is $8,500 for SteatriDiveh.
The Association pays a separate fee to the Fedéatdr Master. The total amount budgeted for 281%8i600.

Lines 62 to 72: The Board requested that lines items relatedriddcape maintenance be budgeted at a rate
consistent with past budgets based on the Boaedieatll level of service for maintenance of the Aggmn’s
common areas.

Line 65. Plant Material and Replacement includes the oegpleent of trees and shrubs that die throughout
Caughlin Ranch (a portion of which is replaced egadr), and the annual flower program of $16,5Q0year.
The total amount budgeted for 2010 is $25,500.

Line 72. The Board continued its water conservation mtsje The estimated costs of the projects for 20€0
$11,100. In addition, $39,000 was budgeted foiirirovements to the Alum Creek channel in the 200dget.
These improvements were not completed in 2009 emdheluded in the 2010 budget.

\Water Conservation Projects

(1) Bitteroot Road grass planters $2,500

(2) Castleridge planters $1,000

(3) Whispering Pines planters $1,100.00
(4) Caughlin Creek planters $4,500.00
(5) Pond at Caughlin Ranch Entrance $2,000.00
Total Water Conservation Projects $11,100.00

Lines 87 to 146: Chapter 116 of the Nevada Revised Statutes (NB$reéquires the Association to maintain a
reserve fund for the repair, replacement and rastor of the major components of the common ar8ée
Association has several reserve accounts, as eehjoyr state law. The approximate balance of theméiation’s
reserve accounts are illustratedlones 133, 137, 139 and 141.
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Line 135. The funds in the CRHA Park Tax Account are restagated from membership dues. In the past, it has
been funded by park tax refunds received from Wa<aunty, per the agreement between Washoe Condty a
the Association. The funds in this account haventset aside for emergency purposes for the rapkaae

repair or restoration of the Alum Creek Channehe Tepairs made by the Association resulting froen'®7

New Year Flood and the 2006 New Year's Eve FlooceHzeen made with funds from this account. Otreawi

the Board would have needed to request a Specssadment for these repairs.

NRS 116 MANDATED RESERVES

Pursuant to Chapter 116 of the Nevada Revisedt8safNRS 116), the Association must conduct a Reser
Study for the replacement of capital items and megonponents of the Association’s common areae Th
Association will no longer use loans for the pusmthaf capital items and repairs and replacememtagdr
components of the Association’s common areas. Adseciation will collect the required funds as atipm of
membership dues and will spend the reserve fungsogected by the Reserve Study.

These Reserve Studies were updated in 2005 andwegabwith the 2006 Budget. There were significant
increases in the monthly transfers.

The Board have included all Capital Equipment amagomcomponents of the common areas in a Resendy St
to comply with Chapter 116 of NRS: Sections NRS.3165, NRS 116.31151 and NRS 116.31152. The
Reserve Study approved by the Board with the 208fgBt includes monthly transfer of $19,006 for NHS
Reserve Account $6,955 for the Class “C” reserno®ait and, $2,206 for the Class “D” reserve account

It is required by State Law that these Reserve Studs are updated every five years, and reviewed eyer
year. The Caughlin Ranch 2005 Reserve Study incled the following items and assumptions which
created an increase in the monthly transfer The Board reviews these assumptions annually.

THE ANNUAL INTEREST RATE

The interest return used for the 2000 reserve didyn the reserve funds was 5.7%. At the tingerdserve
study was approved in 2000, interest rates werleehigin 2001 the legislature required that thedfube kept in
a FDIC insured account. During 2003, 2004, andb208terest rates ranged from as low as 0.8% to%.2bthe
Morgan Stanley Accounts used by Caughlin Ranch.

The problem was created by using an interest tatedighest current level is an assumption thatéturn on
the reserve funds over a 30-year period at theehigdte will be compounded. This creates an egfieat of
future revenues that is not realistic. Accordinglghough the current reserve studies use arestteate 1.25%
and an inflation rate of 2.5%, both of these figuaee conservative. Accordingly, revenue fromregeearned
over 30 years will not be over-stated and the itmsease for ongoing replacement, repair and rastor of the
major components of the common elements won't laerestimated.

There are no changes recommend for the interest rator the inflation rate.

EXPECTED LIFE FOR THE ASSOCIATION'S TRUCK FLEET

The expected life for the Associations trucks useitie 2000 reserve study was 15 years. Thishfeectance
was changed to 10 years with the approval of tlts Reserve Study. The estimated replacement ctst éitne
of the 2000 reserve study was based on the valtiedfuck, in most cases $17,000-$18,000. CRHX st
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requested that the trucks purchased by the Assarcibé 4-wheel drive vehicles not 2 wheel drivéne Board
agreed. The vehicle replacement cost approve@06 %vas $24,000-$25,000. This amount is adjustedly in
the reserve study to account for inflation.

There are no changes proposed

CURRENT EQUIPMENT NOT ON THE 2005 LIST

The 2007 equipment acquisition for the NRS 116 Resmcluded 2 small riding mowers in lieu of oaege
tractor mower. The 2009 equipment acquisitiontfier NRS 116 Reserve included a Sod Cutter and a new
telephone system. The sod cutter was not previausthe list of equipment and the phone systemneas
previously on the list of equipment.

There are no other changes proposed.

INCREASE IN THE RESERVE TRANSFER DUE TO THE OIL INNEASE

After CRHA staff completed the initial update t@tB005 Reserve Study, CRHA staff contacted the
Association’s vendor for the pathway sealing. We manager, | was concerned that the default valtre
reserve study program of $0.48 square foot footheinch overlay for the asphalt for the paths teadow.

The amount allocated for the paths 124,743 squateof 1-inch asphalt was $62,733. However, aftatacting
the Association’s vendor and 2 other asphalt cotdra, CRHA staff was told that due to oil increggsbe cost
for a one-inch overlay of asphalt would cost inesscof $1.00 per square foot, if the work was saleedin the
next 30 days and completed in 2005. In fact, ndragtor would quote the Association a price fa tiverlay
work scheduled for 2006.

After consulting with various sources, a value b2 for a one-inch asphalt overlay in 2006. Asslt, this
one item increased from $62,733 to $163,915. Intadici the Board double all other oil-based produgsed in
sealing, repair or restoration of the Associatiqgrashs and private streets.

There are currently no changes proposed FOR THE NR$16 RESERVE ACCOUNT by the manager.
Although gas prices have dropped in recent webksAtsociation must assume that oil prices willaeniigh,
especially during the summer months when the wodompleted. Gas and oil-based products, likeadsphill
remain high and the assumptions used for incrasssxin the 2005 Reserve Study should not charlgssin
drastic long-term changes in oil prices are expeee.

APPROVAL OF RESERVE STUDY FOR CRHA 2005-2010 with Bbcat
The Board approved the 2005 reserve study witloghien to purchase a bobcat. The monthly trarfsfethe
NRS 116 Reserve Account was approved as $19,006.

WITH THE INCREASE IN MEMBERSHIP ASSESSMENTS OF 10% IN 2008, THE BOARD
PROPOSED THAT THE TRANSFER FOR THE NRS 116 RESERVEACCOUNT BE INCREASED BY
10% TO $20,907. THERE ARE NO OTHER CHANGES PROPOSP.

RESERVE STUDY FOR CAUGHLIN CREEK/DEERCREEK CLASS “C " 2005-2010

The original reserve study was prepared by Statewispection Services for SilverStar Developmenttie
Deercreek area of Caughlin Creek. CRHA staff ubedsame reserve study figures for Caughlin Creek t
calculate the monthly transfer fee of $2,990.

Several items needed to be added to the resemi fetiuthe 2005 update and the two (2) areas (Qau@hneek

and Deercreek) were combined into one report. ilitrease in the monthly Class “C” reserve trangfas from
$2,990 to $6,955, due to the increase in oil apthals related products.
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WITH THE INCREASE IN MEMBERSHIP ASSESSMENTS OF 10% IN 2008, THE BOARD
PROPOSED THAT THE TRANSFER FOR THE CLASS C RESERVEACCOUNT BE INCREASED IN
2008 BY 10% TO $7,651. THERE ARE NO OTHER CHANGES ROPOSED.

RESERVE STUDY FOR MOUNTAINSHYRE CLASS “D” 2005-2010

The original reserve study was prepared by StateWigpection Services for the MountainShyre aeBRHA
staff used the same reserve study figures for Mon8hyre to calculate the monthly transfer fee3#4500.
Several items needed to be added to the resemi fetiuthe 2005 update and the two (2) areas wemdbmned
into one report. The increase in the monthly Ct&8seserve transfer was from $974.00 to $2,206menth,
due to the increase in oil and asphalt relatedymrisd

WITH THE INCREASE IN MEMBERSHIP ASSESSMENTS OF 10% IN 2008, THE BOARD
PROPOSED THAT THE TRANSFER FOR THE CLASS D RESERVEACCOUNT BE INCREASED IN
2008 BY 10% TO $2,427. THERE ARE NO OTHER CHANGES ROPOSED.

The Association will need to complete the asphalealing of the trails and streets in Caughlin Ranch,
Caughlin Creek/DeerCreek and MountainShyre as thewre identified in the Reserve Studies. The
following is a list of items to be restored, repaied and/or replaced:

Iltems Expensed for 2010 for the NRS 116 Reserve Acmt:

Equipment Village Green Park

48" Walk behind mower $ 4,349 Tennis Court Nets $ 302

Cushman #2 $23,233 Tennis Court Posts $ 725

Blowers $ 966

Weed eaters #3 $ 3,020 Eastridge Park

Trailer #2 $ 1,742 Replace Park Equipment $35,035

Paint Rig $ 4,108

Power Washer $ 1,742 Path Sealing Section #1

Vehicle Path Sealing Section #2 $23,233

Ford 4x4 Truck $28,957 Hot rubber for cracks $ 6,273
AJC patch $ 8,712

Office Equipment Tack $ 3,943

Computer and software #1 $ 2,904

Printer #4 $ 1,060 NRS 116 Account Total: $156,374

Iltems Expensed for 2010 for the Class “C” Reservedtount **

Irrigation System Perimeter Fence

Replace Backflow Devices $ 3,775 Fence Posts 6"x 6” $24,279
Fence Planks $39,229

Private Street Lights

Replace Lights Unit 1 $ 383 Unit 5 Private Street

Replace Lights Unit 2A $ 2,300 Slurry Seal Streets $10,594
Paving Tar Cracks $ 2,649
Class “C” Total $ 83,209

Iltems Expensed for 2010 for the Class “D” Reservedsount
Private Gates

Gate Motor and Equipment $23,233

Class “D” Total $23,233
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