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TO ALL SUDDEN VALLEY LOT OWNERS

September 25, 2007

The Board of Directors is pleased to provide you with this voting packet for the 2007 Annual General Meeting. It
contains information about SVCA’s financial status, the recommended dues nerease, the recommended 2008
Operating Budget and recommended resolutions for your approval. Also included are voting instructions.

The Board of Directors is unanimously recommending a dues increase for 2008. I the recommended dues
increase is NOT approved, the Association will be required to revert, in accordance with state law, to the last
member-ratified budget {2007). If this occurs, SVCA will need to mmmediately reduce 2007 service levels by 25%
(approximately §300,000) in order to balance the budget. If this does occur. it will cripple SVCA aperations.

It has been six years since the last dues increase. It is time to provide the funding to support higher quality
services and create a {inancially sustainable future for Sudden Valley, The recommended 2008 total annual dues
for a developed lot are $907.84/year (a $27.07/month increase) and $822.96/year for undeveloped lots (a

$26.33/month increase).

Casting a “YES” vote to increase dues will fund new strategies to raise the quality of services. The key benefits of

the dues increase are:
* TFunding to improve safety, security and traffic/taw enforcement

* Funding improvements in maintenance services and road repairs
* Funding development of critical revenue generating projects to help offset future dues increases
* Funding to strengthen recreational programs and improve facilities, parks and trails

® Funding to strengthen administration and financial services

The anticipated negative consequences of NOT approving the dues increase include:
®* Significant reduction in safety, security, traffic control and rules enforcement
* Major reductions in maintenance, property upkeep and storm response
®* Reductions in golf and recreation staff, programs and services plus facility closures
* Reduction in Architectural Contro! services and rules enforcement
* Curtailment of capital improvements and revenue-generating projects due to lack of staff
* Increased fees for special services, recreational activities and events
* Likely increase in disorderly houses and iliegal or disruptive behavior
* Likely decline in property values and neighborhood quality of life
= Probable LOSS of key staff essential to running SVCA

In summary, Sudden Valley is at a critical crossroad. Our current financial situation is not sustainable. We have
the vision, the leadership and an excellent opportunity to continue moving ahead in a positive direction. What is

needed is vour support.

Y our Board of Directors unanimously recommends voting “YES” on: 1, the recommended dues increase
(Measure #5); 2. the recommended 2008 budget (Measure #6); and 3. all of the proposed resolutions

(Measures #1-4).
Respectfully,

Sudden Valley Board of Directors

4 CLUBHOUSE CIRCLE / BELLINGHAM, WA 88220 / (360) 7346430 / FAX: (360)734-1915



Sudden Valley Community Association
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sudden Valleyy.

NOTICE OF ANNUAL GENERAL MEETING - Nov. 3, 2007 — 1:60 PM — Dance Barn

Notice is hareby given that the Apnual Meeting of the Sudden Valley Community Association, hereinafier referred
to as SVCA, will be held at the Dance Bam located within Sudden Valley on Saturday, the 3™ of November, 2007 at

1:00 p.m., the purpose of which shall be to conduct association business.

AGENDA
i Call 10 Order
I Intreduction of Parliamentarian
1. Certificate of Quorum

Iv. Proof of Notice of Annual Meeting

V. Election of the Board of Directors
a. Introduction of Candidates with Two-Minute Presentations

b.  Voting Process

VI. Nominations & Election of the N & E Commuittee Members
a. Nominations from the Floor
b.  Voting Process

Vil New Business
1. Measure No. 1: Authorize the Adoption of IRC 118 for 2008 and Revenue Ruling 70-

604 Tax Election for 2007 for the Purpose of Minimizing 2007-8 Taxable
Member Net Income for Federal Income Tax Purposes

a. Discussion®

b.  Voting Process

Measure No. 2: Ratification of Deposit of Net Proceeds of the Sale of the Byron Tract
into the Emergency Capital Reserve Fund

a. Discussion*

b.  Voting Process

[

Measure No. 3: Having Reached Its Density Reduction Goal of 1,400 Lots, the Board of
Directors 1s Authorized to Sell or Trade, at Fair Market Value, Unrestricted
Lots which are Not Needed for Density Reduction or Qther Association
Purposes

a. Discussion®

b. Voting Process

(WS

Continued on other side




VIIL

X

X,

XI.

XIL

XIII

XIV,

4. Measure No. 4: Transfer Excess Density Reduction Funds Obtained from Lot Sales to a
Capital Reserve Account to Fund Capital Improvements in the Valley
a. Discussion*
b. Voting Process

wn

General Manager, Dave Wareing — Proposed Budget Presentation

&, Measure No. 5; Approve that the Total Annual Dues Be Set at $907.84
for Developed Lots and at $822.96 for Undeveloped Lots for 2008

a. Discussion®*
b, Voting Process

7. Measure No. 6; Approve a Balanced 2008 Net Operating Budget of §1,874.234 which is
Based on Approval of Measure #5 — Dues Increase.

a. Discussion *
b.  Voting Process

Commitiee Reports

President’s Report

Treasurer’'s Report

General Manager’s Report
Property Owners Comments *
Announcements/Election Results

Adjournment

* In order to give all members who wish to speak an opportunity 1o do so, individual commenis may be limited by

the Presiding Officer to 2-3 minutes in duration.




2007 VOTING INSTRUCTIONS for the Annual

/\‘} Meeting of the Sudden Valley Community Association to be
' held Saturday, November 3, 2007 at 1 PM in the Sudden
Valley Dance Barn

Please read carefully. If you have questicns contact Kiry French at (360} 734-6430 or email to kitvliZsuddenvalisy.com

Ways of Voting in the Sudden Valley Election

{by ballot tvpe)

Ar Registration

At the Board
Meeting

Absentee Ballot

Designated Agent
Proxy

Common Proxy

Board of Directors

Board of Directors

The Measures

The Measures

Board of Direciors

Board of Directors

Board of Directors

The Measures

The Measures

N & E Committes N & E Committee

Members Members
Optional “floor Optional “floor
issues” issues”

Key things to remember:

W

In-person voters must register in the Association office between 9AM and 12:30 PM on the day of

the election.
In person voters MAY NOT use the ballots included in this packet. You will be issued new ones.

Absentee, DA and Common Proxy votes must arrive in the Association office before 5 PM,
November 2, 2007

Lach SVCA member is entitied to vote if all annual dues, assessments and associated charges are
current through December 31, 2007. (Payment for the last gquarter must be received before the
Annual Meeting begins at 1 PM on the day of the meeting.)

Wheo can vote?

‘What if I have unpaid fines?

Fines do not affect your right to vote.

How many votes do [ get?

One vote for each ot or condominium owned may be cast,

Can | vote in person?

Yes, there are 2 different ways to vote in person; at registration or at the Annual Meeting itself. In
either case, you MUST register in person at the Nominations and Elections (N&E) Committee’s
location downstairs in the administration building November 3, 2007 between @ AM and 12:30
PM. Please amrive earty and allow enough time for registration and the issuing of voting cards.
Do not bring any ballots that are in this envelope with you.

Can I vote absentee? | Yes, there are three different ways to vote absentee: Absentee, Common Proxy and Designated

Apgent

How do I vote “absentee™?

By law, Absentee Ballots only allow voting for the Board candidates. To insure that the ballot
will be counted, see directions on pages 7 and 3. If you own more than one lot, each ballot
miust be sealed in 1ts own small white envelope marked "Absentee Ballot Only".

How does the Designated

The Designated Agent, seiected by the SVCA, serves as your proxy, but cannot vots without
vour instructions. The N&E Committee registers yvour DA Proxy and ¢allies your votes.
Votes are tallied “blind” and kept confidential even from the DA, who will be given only the

totals on voting cards on the day of the meeting,

Agent Proxy work?

What i @ Common Proxy?

A Common Proxy is a person you select to vote in your place. You must write in the name of
your agent {the person who will act as your attorney-in-fact). This proxy must be registered by
you in the Association office before 5 PM Friday, November 2, 2007. This individual may attend
the meeting and vote instead of vou on all matters authorized by vour proxy.

More important information on back and next sheet

9/10/2007 1



What does the person [ have
named as my Common Proxy

The named Common Proxy must check with the N&E Committee prior to the meeting to

need to do? | voided after the commencement of the meeting.

How does the Common Proxy

Notify the persen you have named as your agent that you have sent a proxy bearing his/her name to
the N&E Committee and issue any voting instructions directly to the individual. He/she is
responsihle for picking up the voting cards during registration. DO NOT send your proxy to the
person you named; it will not be registered unless it is returned to the N&E Committee in the

enclosed envelope by the dus date.

work?

How do I change my proxy, if

a second officially numbered proxy from the SVCA office, and you must notify the second
individual. The later dated proxy is the one that will be counted.

I need to?

“See page2 and 3 for. diréctions on castmu vour ‘Common’ Pruxv ballot.

Where do 1

To be valid, vou must return your proxy and/or absentee baliet directly to the SVCA oﬂace sealed in the enclosed

mail or deliver | blue return envelope addressed to the N&E Commmittee.  ALL absentee bailots and proxies must ammive at the
myv balots? | Association office before 5 PM on Friday, November 2, 2007,

How is mv vote registered?
(First Time In-Person Voters: Please Read Carefully)

When voting in person:

Artive at Registration (Downstairs in the Administration Building) between 9 a.m. and 12:30 p.m. on
the day of the election. Upon giving your name, your dues status will be verified. If'your dues are
paid in full, you will be registered as an eligible voter and given the voting cards, one for each
Measure on the agenda, as well as one for the Board of Directors.

If your dues are paid in full for more than one property, your registration wiil show how many votes
you have, and each voting card will be marked accordingly, e.g., the cards will be marked 2 (2
property paid dues), 3 (3 property paid dues), efc.

If you have not paid your dues, you will be given only one voting card, which will allow you to vote
on the budget {Measure 6) only.

When votine by Desienated Agent Proxy:

Complete the back of the Designated Agent proxy form, by indicating your decision on the 6
measures and the board candidates. The Designated Agent will cast your vote exactly as you
have instructed them.

Complete the envelope with your division and lot number and your signature.

Return the Designated Agent Proxy in the N&E Committee self-addressed envelope,

If you are eligible to vote for more than one property, the proxy will be marked accordingly,

e.g., 2 votes for 2 properties, 3 for 3, etc.
g prop

When voting by Common Proxy:

Return the Common Proxy in the N&E Committee self-addressed envelope, and complete the back
with your division and lot aumber and your signature. This information must be provided.

Tell that person s/he holds your proxy and ask him/her te pick up the voting cards at registration.
(The N&E Committee wilt call the person you named to verity that he/she will pick up your voting cards.)

If vou want to select the candidates for the Board of Directors personally, please use the absentee
ballot and place it in the absentee ballot envelope. Seal the envelope and include that envelope
with the Common Proxy in the N&E self-addressed envelope.

If you are eligible to vote for more than one property, contact Administration and request more
absentee ballots. Each baliot will count as one vote and MUST be returned in a SEPARATE
absentee ballot envelope. Note: [f more than one ballot is found in a ballot envelope on the day of vote counting,

these ballots will only be counted as one vote.
If you include absentee baliot(s), your Common Proxy agent will NOT vote on the Board of

Directors for you. If you include other information in the ballot envelope, that information will not be used.

9/16/2007 2

receive an estimate of the number of proxies registered to them. Unclaimed voting cards will be

You may change your agent by issuing a new Common Proxy to another person, but you must obtain




This ballot has many parts—all are important. We have
worked hard to be as clear as possible. Caill Kitty French

in Admin {734-6430) or Lee Langdon, N &E chair, ( 738-
4010) for more informasion.

» Read the Cover Letier, the Agenda, the voting
Instructions and the biographies of the 4

candidates
» Take some time to review the entire packet

Voting Packet
(white}

| Measure #1 * Read letter from Board Treasurer regarding

i Minimize Resolution of the SVCA IRC Section 118 &
Taxation Revenue Ruling #70-604
{white) = Read the Reference Material for Measure #1

= Read the resoluticn
= Decide to aceept or reject the Measure

« Read each Measure
« Decide to accept or reject each Measure

Measures
#2 -4
(white}

Reference material {buff) for Measure 5 also explains
Measure 6.

« Read Measure #5. Read 8-page reference
material {buff) to understand the reasons
behind the proposed dues mcrease.

« Decide to accept or rei_ect Measure #5

Measure # 3:
Proposed
Increase in
Dues (':vhite)

Measure #6:
2008 SVCA
Operating

Budget
(white)

Designated

; This is one issue that members NOT m good standing can

« Review the budget
voie on; call Kitty French (360-734-6430) for directions.

» Decide to accept or reject Measure # 6, the
Budget

Put the proxy in Biue Envelope; stamp

Complete both sides IF you are voting
v Complete Back Side of the envelope (Your name, lot

Agent absentee and you want to vote on Board of

Proxy Directors, Budget and Measures and division number of all eligible lots)

Form = The proxy must be signed and dated to be = Mail; it must be received by 5 PM, Nov. 2, 2007
valid

[ (pink)

Tell the person you have given them your proxy
e Put the yellow Proxy form in the Blue Envelope; stamp
» Complete Back Side of the envelope (Your name, lot
and division number of all eligible lots)

Mail; it must be reeeived by 3 PM, Nov. 2, 2007

Complete TF you want to vote absentee and

you want someone you name to vote for

you—their choices

* Place the name of the person you want fo vote
for you on the Yellow Form

» The proxy must be signed and dated to be

valid

Common
] Proxy Form
{ (yellow)

« Putinto White Absentee Ballot envelope

*Note for multiple lot owners: Each Abseniee Ballot

must be sealed in its own small white envelope marked

" Absentee Ballot Only”

= Put Absentee Baliot envelope(s) into Blue Envelope;
stamp

» Complete Back Side of the envelope, (Your name, lot
and division number of all eligible lots)

» Mail; it must be received by 5 PM, Nov, 2, 2007

Complete TF vou want to vote absentee for the
Board of Directors, but not on the 6 Measures,
meluding the budget .

Absentee
Bailot
J {biue)

"
3
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Board of Director Candidate Biographies

Curt Casey
Curt Casey had more than 27 vears of success 1n
marketing and operations in the aerospace
industry, after a military career. He wants to
establish collaboration and assist the Board and
General Manager to develop plans to bring about
the future vision for Sudden Valley, as
articulated by the membership. Casey wants to
bring to fruition Sudden Valley amenities and
assets, while maintaining a safe community,
protecting the environment, keeping the
community lifestvle and ensuring the welfare of

its members.

Arthur M. (Mac) Carter
I am a husband, father, son, a good friend, an
aging athlete, an ocean kayaker, and an
entreprencur. My background includes a Masters
Degree in Business and 30 years experience as
an organization development consultant working
with leaders in the U.S., Canada and Europe to
develop healthy, effective, sustainable
organizations. | have also held management
roles in business and in volunteer organizations.
[ believe in the power of open, honest, and direct
communication; personal accountability; trust
and teamwork, learning from mistakes and

driving for excelience.

Laura Weide
[ have lived in Gate 3 for 6 years. As a hard-
working single parent, T chose the Valley for
affordable housing and the feeling of
community. As a computer analyst, [ create

change implementations daily.

We need positive changes in our Valley. Every
gate has unique issues, buf routinely the highest
voter turn-out comes from Gates 1 and 2. [ want

to provide an avenue and a voice for other

(Fates.

Ben Brigham
Ben Brigham recently earned his Master of
Marine Affairs degree from the University of
Washington, where he studied tourism
destination recovery. He eammed B.S. degrees in
Informatics and Forest Resources from UW in
2004. Ben spent most of the past 15 years in
entreprencurial ventures and has recently
worked as a Lecturer for UW. He has authored
a chapter on Tourism Recovery for a book
pubiished by the UN World Tourism
Organization and feature articles for YTI

Magazine on Volunteerism and Web 2.0

technologies.

There are 4 positions open; there are four candidates. The candidates with the most votes will
serve three-year terms; the one with the fewest votes will serve a one-year term.
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Reference Material for Measure #1

Minimize Taxation of Member Net Income

To the Membership of the Sudden Valley Community Association:

Attached vou will find a Resolution, for your approval, which enables the Association to
allocate Dues on your 2008 Member Dues Quarterly Statements from Operations Dues to
Capital Dues, at the discretion of the Board of Directors, in order to minimize the taxable
2008 member net income. This authorization in no way affects the total amount of dues
you will be paying for 2008, nor does it allow the Directors to apply less than the
members approved 2008 Capital Dues amount to Capital.

The Resolution also allows any 2007 member income in excess of member expenses, as
defined by the Internal Revenue Service Code, to be carried forward to the next fiscal

year without requiring the payment of income taxes on these funds for 2007.

Your Board of Directors recommends approval of the Resolution to lower and /or defer
the income tax liability of the Association.

Sincerely,

Al

Andrew M. Schwartz
Treasurer




MEASURE #1

Resolution of the Sudden Valiey Community Association IRC Section 118
& Revenue Ruling #70-604

WHEREAS, the Sudden Valley Community Association is a Washington Corporation
duly organized and existing under the laws of the State of Washington; and

WHEREAS, the members desire that this corporation shall act in full accordance with
the rulings and regulations of the Internal Revenue Service.

NOW THEREFORE, the members hereby adopt the following resolutions by and on
behalf of the Sudden Valley Community Association:

RESOLVED, that the Association may atlocate Dues on Member’s 2008 Quarterly Dues
Statement from Operations Dues to Capital Dues as provided by the guidelines
established by IRC Section 118, at the discretion of the Board of Directors, 1n order to
minimize the Association’s 2008 taxable net member income. Any amounts so allocated
to capital replacement funds shall be allocated to the various components at the discretion

of the Board of Directors
RESOLVED FURTHER, that any excess of membership income over membership

expenses for the year ended December 31, 2007, shall be applied against the subsequent
tax year member assessments as provided by IRS Revenue Ruling #70-604.

This resolution is adopted and made a part of the minutes of the Annual General
Meeting of the Sudden Valley Community Association held on November 3, 2007.

Bw: Attested:

Russ Harlan
President

Chuck McGroddy
Acting Secretary



MEASURE #2

Ratification of Deposit of Net Proceeds of the Sale of the Byron Tract
Into the Emergency Capital Reserve Fund

History:

At the 1993 AGM the members approved the sale of the Byron Tract and directed that the
proceeds of the sale be deposited in a “special reserve account to be used solely for the purchase
of vacant lots.” The Byron Tract was sold in 1997 and the funds were placed in the Emergency

Capital Reserve Fund where they have remained.

Since we have completed our density reduction program, the Board of Directors recommends the
ratification of the 1997 Board’s action by adoption of the following resolution.

Resolution:

Resolved that the 1997 deposit of the proceeds of the sale of the Byron Tract in the
Emergency Capital Reserve Fund is ratified.



MEASURE #3

Having Reached Its Density Reduction Geal of 1,400 Lots, the Board of Directors is
Authorized to Sell or Trade, at Fair Market Value, Unrestricted Lots which are Not
Needed for Density Reduction or Other Association Purposes

History:

At the 1993 AGM the members adopted a density reduction plan and directed that lots acquired
hy the SVCA be either held as permanent greenspace or sold to adjacent owners and merged.
This resolution was not specifically limited to the density reduction lots. The fact that SVCA has
been selling unrestricted lots on the open market since 1993 makes 1t clear that it was intended
that the requirements for the Jots to be sold to adjacent owners or held as greenspace applied only
to the density reduction lots. The Strategic Plan adopted in 1999 provided for the use of the
proceeds of the sale of lots to replace the dues lost when properties were foreclesed or donated to

the Association.

To clarify the situation with respect to sale of lots owned by the SVCA other than restricted iots
held for density reduction purposes the following resolution is proposed.

Resolution:
Resolved that having reached its density reduction goal of 1,400 lots, the Board of
Directors is authorized to sell or trade, at fair market value, unrestricted lots which
are not needed for density reduction or other association purposes. The proceeds
from the sale of such lots shall be placed in the appropriate capital account and shall

be expended for capital purposes only.



MEASURE #4

Transfer Excess Density Reduction Funds Obtained from Lot Sales to a Capital Reserve
Account fo Fund Capital Improvements in the Valley

Historv:

At the 1993 AGM the members initiated a density reduction plan by approving five resolutions.
The plan provided that the lot(s) acquired shouid be sold to adjacent lot owners to be merged
with their existing lot(s) or held by the Association as permanent greenspace. Resolution 5
adopted at that meeting approved the sale of the Byron Tract and directed that the proceeds be
placed in a special capital account to be used only for the purchase of lots or other vacant land.

The Byron Tract was sold in 1997 and the proceeds of $497,000 were placed in the Emergency
Capital Reserve Fund.
The density reduction program has now surpassed its goal of 1400 lots. 800 of those lots are now

owned by SVCA while the rest have been sold to adjacent owners and merged. We now have
approximately $1,000,000 in the Density Reduction Reserve Fund which includes sale proceeds

and interest.

Since we have completed the Density Reduction Program, the Board of Directors recommends
the approval of the following resolution.

Resolution:

Resolved that the funds now on deposit in the Density Reduction Reserve Fund in
excess of $100,000 be transferred to the Board Capital Reserve Fund to be expended

for capital improvements only.
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Reference Material For Measure 5 And Measure 6

sutten Valley.
AT A CROSSROAD...

Protecting Our Investment and Lifestyle

MISSION
Sudden Valley is a diverse communiry, with many
parks and recreational facilities, dedicated to securing
l the highest possible quality of life for our members
| while preserving our abundant narural resources and
| the quality of the Lake Whatcom watershed.

SUDDEN VALLEY SNAPSHOT

|
J

| Sudde Sufloy

SVCA formed in 1970; took over managing 1576 acre
development from bankrupt developer

37 years old with 2484 developed lots: 5500+ residents:
4th largest community in Whatcom County

» $2.3 million annual operating budget (2007); 55 miles of
roads, 13 buildings (100,000 sq. ft.), 835 acres of parks
& common areas, 6 miles of trails & paths, 88 boat
marina, 2 pools, 5 tennis courts, RV/Boat storage, 3
beaches, clubhouse restaurant, 18-hole championship
goif course & new Health & Fitness Center

Most stringent, “state of the art” environmental &
architectural community practices in Whatcom County

A\
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AT

|
;
|
|
|
|
i
l
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|
|
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Reference Material For Measure 5 And Measure 6

i LEVELS OF SERVICE
Suusder Valley - jm -

THE
TODAY GOAL

«—® (3 W3 (2) (55—

LEVEL ONE LEVEL TWQ) LEVEL THREE LEVEL FOUR LEVEL FIVE
« ‘Barc Bones” operabom; < Basic servicy heads are +  Commihity Bahite Heods +  Mambars snioy high «  Richiy appoinisd
sarvices provided offer margnaby mel &8 (8t quatity services, fatitias, oMLY whee wall
ithe of no waiue + Stafis uncer-sidked, - Buaffis ompetant and mimenities and DORIBMS. wgzrwd staff pr‘o:rizﬁc
* S@fl percsived 38 inapt Vioerpaald & baroly CommUINites bitsctvely v Staff ks well pained, Righly bighly pellshad “resor”
and incompeten sopont with FRmBers zaspansive; expectations Javsi services.
- Staf-mamber interlace is + Smfi-member naitace < Propery & faclity are anticipated and «  Member sxpectations am
o Bocepiabie, bt sarvce is maimenance is proaotive d  high
+  Lack of meintenance & brated & acxzptable » Funding & reeerves gre +  Fasiliez, amenites anc
security 5 vislbie + Wainienance s minmat & + Same fnancial rererees sufficient for growth and programs ere of the.
Funding for aperBachs 5 sacive: Goos FTE open 10 suppart growth, mprovemend “‘9“"9; :"3”“7 & “madel
ot adsguate & Rghts o0, bu! kil elsa upgtage sarvices, + Property valyes and community.
Cepitol t + *Snovstring Budgat’; entwncy tasiitios and fitestyfe she snhanced + Sanse of sbuntance,
Caplnl resarvas 63 o ot e . oo mprcrvs programs. . Strong senss of qunity and desn faencla:
+ Communiy peraption SO ROL BOEQURID 10 « Property values & lifastyla eomiTrenity Spirt. sirangth
¥ = Support mpRYOthants £ supnoried safisfacton Bnd pride + Net only is every
asgE .+ Viimatsuppon and + sembars are seisfed - Members valus queity of Bxpoctation mel, many
- Dissstisfaction is high b fa it smevics fevalt sonvice, Mciites & arn often axcesded
»  {atasraphic Gecine i programs and are happy + Wembets an deeply
pronaey value srd commenly « SUSTAINABLE to bve nere. satisfied
Efastyie is mevitaie. + Gradual dedino m ]
CATASTOPHIC || Bumme " VERY + EXTREMELY
. f:
i t SUSTAINABLE SUSTAINABLE
- NOT
SUSTAINABLE

GOOD, BAD & UGLY

i Surkion Valiey

THE GOOD:
*  Beautiful NW iake environment & recreation opportunities

*  Friendly, relaxed community lifestyle
= Strong environmental & architectural controls
« |mproved community image & rising property values
v New GM with strategic, results-oriented business focus
= Stronger refationships with city, county & school district
= Many improvements over last 5 years

v Community pian fo guids strategy & decision-making
New “Health & Fithess™ Center (revenue source)
New video security cameras & monitoring system
Major swimming pools & showers upgrades
Numerous goif course enhancements

Extensive frails upgrades
improved planning, budgeting & financial controls

N N T




Reference Material For Measure 5 And Measure 6

GOOD, BAD & UGLY

I
J[ Suilden Virley
|

THE BAD:

6 years of inflation & escalating cost of operations
Spending “operating” reserves (not capital) to pay
operating costs due to inadequate revenue
Inadequate “capital” reserves since inception in 1970
Limited recreational programs

Roads deteriorating faster than we can afford to repair
{now 12 months behind schedule)

Increased vandalism, speeding & traffic violations,
criminal activity and disorderly houses

Insufficient staff to provide adequate security, good
maintenance, rules enforcement and gquality services

| Sutiden Yoty

GOOD, BAD & UGLY

THE UGLY:

SVCA is now at a critical financial crossroad

2007 operating costs exceed our revenue; current
levels of service are NOT sustainable

Underpaid & under-trained security staff results in
high turnover and dangsrously inadequate service
Many years of minimal maintenance have left us with
fired, worn and deteriorating facilities

Either we increase revenue in 2008 OR we reduce
current service levels by at least 25% {$300,000 +/-)
If this situation does not change, the value of our
property and the guaiity of life in Sudden Valley will
rapidly and substantially decline beginning in 2008




Reference Material For Measure 5 And Measure 6

St Yol

FORECASTED OPERATING LOSS
WITHOUT DUES INCREASE

—

KEY ASSUMPTIONS:
. 2008 based on 2007 service isvels plus projected revenue & cost adjusiments

+ 2005-12 based on 3.5% inflation rate over prior year

2007 2008 2009 2013 20651 2012

$100,080

50 4
-$700,005 4
-5200,008 -+
300,000 -
-5400,009 4

«£300,000 4

-5600,000 4

St Valfoy

WHAT DO MEMBERS WANT?

1. Provide minimum of “LEVEL 3” services
Substantial improvement in safety & security
Better maintenance of roads, facilities, parks,

W

trails & common areas (especially snow plowing)
Focus on developing revenue generating projects
Expand recreational programs for all age groups

Eiimination of the “Recreational Use Feg”
Retter enforcement of rules and regulations
More positive, friendly customer service

© o N Do

of SVCA funds & a balanced budget
10. Expand volunteer participation

Prudent planning, effective financial stewardship




Reference Material For Measure 5 And Measure 6

‘l ~ 2-PART BUSINESS STRATEGY

sudden Yalluy.

INCREASE DUES IN 2008 IN ORDER TO...
1. Upgrade existing service levels in all depariments,

|

|

g

J 2. Develop new revenue generating projects that provide
] services members want and decrease dependency on
|

|

|

|

future dues Increases:
v" New Health & Fitness Center
Marina Dock Upgrade
New, expanded Boat & RV storage
New commercial-style dry storage facility
New “Village" commaercial services center

Other?

COED s

|
|
|
|
|

BENEFITS OF DUES INCREASE

Snrfiten Yalluy

I B o

J Additional revenue in 2008 will enable SVCA to continue
our positive direction and achieve our goal of providing
consistent “LEVEL 3” services by 2009. Plans include:

1. Upgrade level of security services
* Pay for enhanced staff & better training
»  Greater coverage and faster response time
*  Better fraffic control & speed enforcement
*  Effective utilization of new video security system

2. Upgrade ievel of maintenance services
*  Hire Project Manager to manage development of revenus
generating projects (e.g., Health & Fitness Center)
* Hire staff with more specialized skills to provide more cost
effective routine and preventative maintenance
« Faster storm response - snow, rain, flooding, trees, etc.
*  Greater funding for road maintenance & repairs
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2 BENEFITS OF DUES INCREASE

Sutl Vi, {cont.)

3. Betier architectural control & enforcement
«  Hire staff to support high voiume of member reguests
*  Better enforcement of architectural regulations
= Develop GIS database (essential data storage on lots, roads,
uiities, properiy lines, easements, etc.)
4, Enhance racreation programs & services
*  Elimination of “Recreational Use Fee”
= Better programs for aduits, youngsters & {eens
= Continue parks & trails improvements
«  Continue supporting golf course fmprovements
5. Strengthen administration & finance services
«  Faster response to questions & requests
= Friendly and more efficient administrative ofilce
«  Betier trained staff; more effective management

RECOMMENDED
2008 ANNUAL DUES INCREASE

Soden Yaltay .

Sudden Valiey Commutity Asscociation
2008 Proposed Annual Dues”
DEVELOPED LOTS ( UNDEVELOPED LOTS
2008 Current Change | 2608 Current Thangs
! i
OPERATIONS §644.52 $353.00 26152 ¢ §558.84 $277.00 $282.64
CAPITAL: ‘
+ Major Repairs & !
Replacemanis $85.0C $95.08 50.00 § $85.00 585.08 $0.00
« Roads $133.32 $100.400 $33.32 § $133.32 $100.00 833.32
» Mailboxas™ 53500 $35.00 $0.00 | §35.00 535.00 $6.00
TOTAL ANNUAL DUES $907.84 $583.00 | |$324.84 | $822,96; | $507.00] | $315.96
Monthly Dues increase | $527-87 Monthly Dues increase | 526,33
Notes:
~ Based an 3000 Dues Payers
* Special mailbox project assessment: last bitling is 4ih Qir, 2009
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2008 PROPOSED DUES USEAGE
(Where Does Our Money Go?)

Sudden Vailey Comnusnity Association

Net Cost by Category

% of
OPERATIONS DUES S Dues
« Azcounding $190,264 T 1%
- Administration 413,238 15.5%
» Architeciural Controt 120,567 4.5%
» Common cosls 97 881 7%
= Maintenance 575,681 21.6%
* Recreation 91,044 34%
+ Spcusity 407,625 15.3%
« ol {22,028) -0.8%
Subtstal $1,874,234 70.3%
CAPITAL
= Major Repairs &

Replacements 285,000 10.7%
= Roads 400,000 15.0%
+ MailBoxes 105.009 4.0%

Subtotal 5780000 20.7%
TOTAL NET COST 52,664,234 100.0%

UNDERSTARDING HOW DUES ARE MANAGED

 SVLCA must be extremely carsfuf aboul properiy
aceounling for dues money,

- Federsl tax law for commusity associalions
requires that member dues by separated into
o categories for lax pUpeses -
OPERATIONS and GAPITAL

+  Operating dues are to be used for nomal
business operating costs (safariet, benefis,
gasoling, supplies, willies, vendor services,
insutance, taxes. eic.)

- Capital ques are atlowed 10 be used gpiv for
scguisilion or repair of “fixed” 2ssets fvehices,
computers, printers, phone system,
mailenance equipment. naw roof, major poot
repais, goif course Tmprovernsnis, security
cameras, Mness cenrer equipment, iz, )

- The Faderat tax consequences for using Capial
gues 1o pay for Operating Costs are severs,

H

!
J

| Suafzf!zgli'ﬁiiﬂg..

IMPACT OF NO DUES INCREASE

Without & significant increase in revenue, our forward

momentum will be lost and a 25% reduction in OPERATING
costs will be required in 2008 ($300,000 +/-). This witl cripple
SVCA operations and reduce services o LEVEL 2 or lower:

» Significant reduction in safety & security
*  Reduced staff, fewer areas patrolled & slower response
= Higher turnover, lower skilled officers
*  Less traffic confrol & security enforcement

» Major reduction in maintenance services
*  Reduced staff, hours & routine maistenance
«  Eliminate virfuaily ali preventative maintenance
= Major reduction in ability to clear storm damage (ex: snow

plowing on major roadways only)

* Continued detericration of parks, faciiities and grounds
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Suthien Vollzy -

IMPACT OF NO DUES INCREASE

{cont.}

> Major reductions in golf & recreation programs, services & facilities

»  Cut back on golf course staff, services & maintenance {eliminate
top dressing, ionger mowing intervals, reduce storm damage
response, marketing & customer service]

= Close Main & Adult pools

»  Eliminate all non-sustaining youngster, teen & adull programs

> Reduction in Architectural Control services & enforcement leading to

increase in issues & complaints regarding AC rule violafions

» Severely curiail capital improvements & developing revenus-

generating projects due to ack of staff

»  Reduce front office hours, staff & services genarating increase in

member requests & complainis

» Increased fees for special services, activities and events

Reduced communication (SV newspaper, Channel 10, 3V website,
bulletin boards, announcement signs, etc.)

~ Probable oss of KEY_STAFFE essential to run SVCA

Saneirhen Yalley

IN SUMMARY

SVCA is at a critical crossroad:

>

v/

SVCA expenses exceed revenue - current levels of
service are NOT sustainable

The dues increase will enable SVCA io provide the
higher levels of service needed to protect the value
of our property and sustain our lifestyie

WITHOUT the dues increase, a 25% reduction in
operating costs ($300,000) will be required. This will
cripple operations, undermine property values and
iower the quality of life in Sudden Valley

We have an excellent opportunity to move ahead in
a positive direction, but YOUR VOTE is needed!

VOTE “YES” ON THE RECOMMENDED DUES




W 5ien Viley

MEASURE #5

Approve that the Total Annual Dues Be Set at $907.84 for Developed Lots and at
$822.96 for Undeveloped Lots for 2008 (This is a monthly increase of $27.07/1ot for
developed lots and $26.33/lot for undeveloped lots.)

Reference Material for Measure #5

The information below describes how the dues are applied to Operations and Capital,
and how 2008 dues compare to current 2007 dues.

The amount of dues for developed and undeveloped lot owners was determined by a
department-by-department analysis of SVCA revenue & expenses by the Finance
Committee. The final determination for Developed and Undeveloped dues 1s based on
actual benefits received from each SVCA department. For more detail, see Measure

#6 for 2008 Recommended Annual Budget and benefit analysis.

Sudden Valley Community Association
2008 Recommended Annual Dues*

DEVELOPED LOTS

UNDEVELODPED LOTS

2008 Current Changs 2008 Currgnt Change
OPERATIONS §644.52 $353.00 5281852 355064 327700 $252.64
CAPITAL:
Mapr Repairs &
Replacemants $95480 385.08 50.60 $95.00 SEE.00 $0.00
* Roads 513332 $:00.00 E3332 §133.32 §100.00 F33.32
Maiboxas™” 33500 53500 30.00 $35.00 535.00 30.00
TOTAL ANKUAL DUES 5807.84 $583.00 S8Z2.96 §507.00 £315.88

Monthiy Dugs Increass

§324.84
£27.07

Monthly Dues Increase 526.33]

Notes:
* Based on 3000 Dues Payers
** Special mailboxprojeci assessment last biling is 4 Qtr, 2008




This page was intentionally left biank.



Approve a Balanced 2008 Net Operating Budget of $1,874,234 which is Based on

MEASURE #6

Approval of Measure #5 — Dues Increase

Reference Material for Measure #6

The information below is 2 summary of the total 2008 Annual Operating Budget by
department. It includes anticipated Revenue and Expenses by department as well as

projected Member Operating Dues. For more detail, see “2008 Recommended

Operating Budget” attached.

Sudden Valley Community Association
2008 Recommended Annual Budget

]
NET SURPLUS BENEFTS
DEPARTMENT REVENLIE EXPENSES" 7ILOSS) RECEVED™
Architectural Contrad §64 8OO 5208.367 (320,567 Egual
Accounting 38,000 226,454 {180.264) Eguaf
Adminizraton 78,862 588,881 [541.089) Egual
Maintenancs 28,3100 545761 {575,667 Equal
Fecregtion 22580 207,870 (1954207  Dewveloped Oniy
25,000 432625 1407 8253 Equal
Subtota! 3257032 12,257 668 {$2,000,636) f
Ravenue Ganargting Projects ™™ 251,145 166,730 104,376 Equal l
Gaolf 774,655 757,628 22028 Equal
Nzt Operating Budget §1,327 802 53,202,036 {1,874,234)
Member Oparating Dues™" 1,874,234 1,874,234 l
$0 |
!

TOTAL 2008 BUDGET

; $3.202,836  $3.202,036

NOTES
" Eeponses axclde doeprocintien

T Berefis for Devebped vs. Undevelnped o
T Revenue genoraing projects intlude: Maring, Health & Fitnsss Demer and Fazifty Romals

" Based on 3.000 Ducs Fayers

|
|
|
E
} 2ourity
_r
|
|
f

|
|
|
|
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Office or N & E Use
Cerfified No. Lots:

VOTING INSTRUCTIONS FOR THE DESIGNATED AGENT

I hereby authorize my attorney-in-fact to vote on the following matters according to my marked mnstructions.

Cast your vote on all issues and for the Board of Directors below:

MEASURE #1

Resolution of the SVCA for IRC 118
& Revenue Ruling 70-604

Vote For: Vole Against:

MEASURE #2

Ratification of Deposit of Net Proceeds of the
Sale of the Byron Tract Into the Emergency Capital
Reserve Fund

Vaote For: Vote Against:

MEASURE #3

Having Reached Its Density Reduction Goal of 1,400
Lots, the Beard of Directors is Authorized fo Sell or
Trade, at Fair Market Vahie, Unrestricted Lots
which are Not Needed for Density Reduction or
Other Association Purposes

Vote For: Voie Against: _

MEASURE #4

Transfer Excess Density Reduction Funds
Obtained from Lot Sales to a Capital Reserve
Account to Fund Capital Improvements in
the Valley

Vote For: Vote Against:

MEASURE #5

Approve that the Total Annual Dues Be Set at
$907.84 for Developed Lots and at $822.96 for
Undeveloped Lots for 2008

Vote For: Vote Against:

MEASURE #6

Approve a Balanced 2008 Nef Operating Budget
of $1,874,234 which is Based on Approval of
Measure #5 - Dues Increase

Vole For: Vote Agamst:

ELECTION TO THE
BOARD OF DIRECTORS

3 - THREE YEAR TERMS
I - ONE YEAR TERM

MARK [X] IN BOX

Vote for up to four (4) candidates.

The candidates with the highest number of votes win
the longest terms,

1 CURTIS CASEY
[ LAURA WEIDE

1 ARTHUR “MAC” CARTER
3 BENJAMIN BRIGHAM




|

COMMON PROXY FOR SVCA 2007

Annual Meeting of November 3, 2007

, OwWner or contract

L
{print your own name here)
purchaser of Division , Lot(s) , or condominjum
bis do hereb i d mi:
# ¢ nereby constitute and appomt:

(print the name of the person vou are appoiniing)
7 . ip g

as my attorney-in-fact and agent for me and in my name, place and stead to vote as my proxy on each matter submitted to a vote
of the members of the Sudden Valley Community Association, a non-profit Washingion Corporation, at the Annual Meeting of
the members to be held at the Sudden Valiey Dance Bam on November 3, 2007 at 1:00 p.m., or any adjournment thereof,
Granting and acceptance of this proxy shall be subject to and limited by Article 11, Sections 7 & 8§ of the SVCA Bylaws.

DATE SIGNED

_________ Sudden Valley.
COMMON PROXY FOR SVCA 2007

Annual Meeting of November 3, 2007

. OWner or contract

I,

(print your own name here)
purchaser of Division , Lot(s) , OF condominitm
# do hereby constitute and appoint;

(print the name of the person you are appointing)

as my attorney-in-fact and agent for me and in my name, place and stead to vote as my proxy on each matter submitted to 2 vote
of the members of the Sudden Valley Community Association, a non-profit Washington Corporation, at the Annual Meeting of
the members o be held at the Sudden Valley Dance Barn on November 3, 2007 at 1:00 p.m., or any adjournment thereof.
Granting and acceptance of this proxy shall be subject to and lmited by Article I1, Sections 7 & 8 of the SVCA Bylaws.

DATE SIGNED

D ki ———_— -




SUDDEN VALLEY SUDDEN VALLEY

COMMUNITY ASSOCIATION COMMUNITY ASSOCIATION
NOV. 3, 2007 NOV. 3, 2007
* * * OFFICIAL BALLOT * * * * ¥ * OFFICIAL BALLOT * * =*
Election to the Board of Directors Election to the Board of Directors
3 - THREE YEAR TERMS 3 - THREE YEAR TERMS
1- ONE YEAR TERM 1- ONE YEAR TERM
MARK X1 IN BOX MARK [X] IN BOX
Vote for up to four (4) candidates. Vote for up to four {4) candidates.
The candidates with the highast number The candidates with the highest number
of votes win the longest terms. of votes win the longest terms.
1 CURTIS CASEY 1 CURTIS CASEY
L7 LAURA WEIDE 1 LAURAWEIDE
[T J ARTHUR "MAC” CARTER ] ARTHUR “MAC" CARTER
1 BENJAMIN BRIGHAM [T BENJAMIN BRIGHAM
ABSENTEE BALLOT ABSENTEE BALLOT
fb J—
SUDDEN VALLEY SUDDEN VALLEY
COMMUNITY ASSOCIATION COMMUNITY ASSOCIATION
NOV. 3, 2007 NOV. 3, 2007
* * * OFFICIAL BALLOT * * * * * * OFFICIAL BALLOT * * *
Election to the Board of Directors Election to the Board of Directors
3 - THREE YEAR TERMS 3 - THREE YEAR TERMS
1~ ONE YEAR TERM 1-0ONE YEAR TERM
MARK (X1 IN BOX MARK X IN BOX
Vote for up to four (4} candidates, Vote for up to four (4) candidates.
The candidates with the highest numbar The candidates with the highest number
of votes win the longest terms. of votes win the longest terms,
1 CURTIS CASEY 1 CURTIS CASEY
L LAURA WEIDE 1 LAURA WEIDE
T ARTHUR “MAC" CARTER [ ARTHUR “MAC” CARTER
[T BENJAMIN BRIGHAM 1 BENJAMIN BRIGHAM

ABSENTEE BALLOT ABSENTEE BALLOT




