REPORT OF COMMUNITY WORKING MEETING
REGARDING RESERVE FUNDS

This community meeting was held at the Huffman Residence (lot 7), Thursdaly2@pri
2011, at 6:00 PM. Our thanks to the Huffmans for the use of their home.

The meeting was attended by Eileen Ahearn, Harry Huffman, Wanda Hyfioa
Alberti, Greg Briner, Carl Gander, Gary Thomas, Russ Christopher, Wolf Hdlt, a
Nadine Holt.

The group addressed three important questions regarding Reserve Funds and makes the
following report and recommendations to the Association for further discussion, and to
the Board of Directors for consideration of action. This report is a sumrhtrg o
discussion, is not a comprehensive recounting of all opinions expressed, and does not
represent any vote or policy decision. It is an opening for further discourse.

|. Does the Association want/need a Reserve Fund?

The consensus is that the Association would prefer to have a Reserve Fund, even though
it is not required under AZ law. The reasons include:

1. Itis desirable to maintain the Common Area and Association Assets in goodgvorki
condition and to replace such as needed.

2. Having a Reserve Fund with regular annual contributions allows for timely

completion of needed repairs and replacements, eliminates delays of agzainsg a

special assessment and reduces the need for collecting special astsessme

Il. What would the Reserve Fund be used for?

Traditionally, Associations use Reserve Accounts to pay for periodicsepal timely
replacement of Common Area assets. The majority of the group felt that dizelian

is desirable as it provides disclosure and accountability of expenditures frétasbe/e
Fund.

1. The Reserve Fund would be used to provide needed major repairs to the roads
dictated by public safety concerns or where regular grading fails to keepadhe

roads passable or whenever the Road Committee, in consultation with our road engineer,
determines that such major repairs create a favorable cost/benefit rati

2. Other uses of Reserve Funds would include, but are not limited to, the windmill and
its mechanisms, water tanks, trough, front entry gate, signs, fences, and othesestsch as
of the Common Areas for maintenance and replacement.

lll. Do we want a Reserve Study?

A Reserve Study lists all of the assets of the Association, provides a po&sstimate

of the repair needs and costs, useful life, and replacement expenses and themcreat
amortization schedule that recommends amounts of funding to accomplish at regular
intervals up to 20 years in the future and reveals how much the annual contribution to the
Reserve Fund should be.

1. Recommend changing to read: It is not known if anyone in our Association has the
expertise to complete a reserve study or render a professional opinion.



2. Without a Reserve Study the Association runs a higher risk of not includassets
in the Reserve Plan and of becoming underfunded.

3. Likewise the Reserve Study reduces the arbitrary nature of coor@nbutions and
protects the Association from unnecessary contributions.

4. A Reserve Study assists the Board in meeting its fiduciary respibysibihe
Association.

5. A good Reserve Study makes professional recommendations for periodianepai
maintenance of assets that may prolong useful life.

6. Reserve Studies consist of a “do it yourself” kit where the Association e@spl
information about its assets and sends it to a Reserve Study company thasuses thi
information to provide a study; or by a formal Reserve Engineering Stud \rghan
on-site inspection of our assets by a professional.

A few caveats applicable to Reserve Funds that are common practice amiogigst ot
HOAs:

1. Under “emergency” circumstances, alteration to the Reserve Plan canitibéby

the Board. For example bills could be paid for Operating Expenses if the i@gerat
Budget was expended.

2. Additional funds could be established by the Board or Association for suchagems
legal fees or construction of new structures in the Common Area. Such accoyibis ma
funded by the regular annual assessment (dues) or by Special Assessmehts or bot

3. A successful Reserve Study is only as good as the competence of the pagdn doi
An incompetent study could not only be a waste of money but also cause inadequate
repair of our assets and failure to be appropriately funded.

4. HLR CCR, paragraphs 7.5, 7.8 and 7.11 govern assessments, funds and use of those
funds.

Thank you to the participants of this working meetingwould be significant reward of
our efforts if other Property Owners give feedback with their opinions to thel Barar
further discussion at the next Board meetinthis Community meeting process is very
helpful by providing our Board with the ideas and desires of the Membership.



High Lonesome Ranch Estates
@ Property Owners Association Board of Directors Megt @
Saturday, 9 April 2011
Lot 126/ 6463 Reata Pass, HLR, Gleeson, AZ

Minutes(approved 9 June 2011)

- Call to Order: 11AM. Board members attending included Harry H, Jo G and Eileen A.
Property owners in attendance included Judy and Tony Rossbach (16-17), WandanHudjfm
Carl and Gail Gander (21), GL and Nadine Holt (20B) and Russ Christopher (101-103)

- Pledge of Allegiance: Recited

- Review/Approval of 02/19/11 Board meeting minutes: Eileen A motioned for appsoval a
published since no corrections had been sent in, Jo G seconded and the motion carried.

- President’'s Message: N/A

- Treasurer Report: Jo G presented Feb 11 budget update noting that to date owncoflecti
dues in 2011 were slower/less than in 2010. Eileen A motioned to accept the treaguosy’s re
Jo G seconded and the motion carried.

- Committee:
-- ARC: No ARRs submitted. Russ C/ARC to check on the status of ARRs expiring and
contact POs (lot 28).
-- CCR: N/A
-- Windmill: N/A
-- Road: Greg B presented a synopsis of the March Working Meeting’s repbdemdl

electronic version for posting). Eileen motioned to accept the RC’s report andmendation
for a B grading w/ modifications, Jo seconded and the motion carried. Road Conomtteet t
with Double F Contracting concerning road repairs. Eileen also motioned to apprasted ro
repair at north end of Saddlebag prior to the monsoon with an expenditure limit of $4K, Jo
seconded and the motion carried. RC also looking for two more members.

-- Community Response Committee:

-- Nominations: Eileen motioned to ask the Nominating Committee to look at HLR
Election procedures and make recommendations as needed prior to the Oct Boag] dweeti
seconded and the motion carried.

-- DRC: Harry H nominated GL Holt to replace him as chair of the DRCnEilee
motioned to defer a decision until the next board meeting, Jo seconded and the mo#dn carri

- New Business:

-- 2011 Board meeting locations: Eileen motioned to defer a decision until the next board
meeting, Jo seconded and the motion carried.

-- FY11 Budget: Eileen motioned to defer a decision until the next board meeting, Jo
seconded and the motion carried.

-- Reimbursement: Eileen motioned to reimburse Jo G for printing, mailing and web cost
($287.06), Harry seconded, and the motion carried (Jo G abstained from voting). Jo motioned to



reimburse Eileen A for printing/mailing and welding repair cost ($273.70)yldaconded and the
motion carried (Eileen abstained from voting).

-- Reserve Study: Harry H to host a working meeting on the HLR Rese®if 28
April, Thursday, at 6PM at 10790 Old Adobe Lane (lot 7). The purpose of the meeting will be t
get PO input on the purpose of HLR’s reserve fund, how much HLR needs, whether we need a
reserve study. All PO are welcome to attend. Bring chairs and dreks feeather.

-Old Business Items:
-- Annual Meeting Date & LocatioBileen motioned to plan the next annual meeting for
Saturday, 3VARCH 2012in Elfrida, AZ, Jo seconded and the motion carried.

- Next Board Meeting: 11 June at 11AM at 10790 Old Adobe Lane (lot 7). All PO are veelcom
to attend. Bring chairs and dress for the weather.
- Call to the Membership:*

-- Carl G asked about the status of old complaints concerning CCR Enforcement (lot 134
and lot 41). Jo G to check with the County on ownership and lien status for lot 41. Eileen to
prepare board letter for lot 134.

-- Eileen shared announcement of Gleeson Jail Abiversary Social/Potluck and
Community Swap Meet sale on Saturday, 30 April from 9AM to 2PM. Check details at
http://www.gleesonarizona.com/

- Review of Action items:

--Russ C/ARC to check on the status of ARRs expiring and contact POs.

-- Greg B/RC to email electronic version of RC meeting notes for posting

-- Jo G and Road Committee to meet with Double F Contracting and coordinatefepair
Saddlebag NLT monsoon 2011.

-- Eileen A to send PO concerns’ on 2011 Election Procedures to Nominating Committee.

-- Russ C/NC to host NC meeting and prepare recommendations NLT Oct 2011.

-- Harry H to host a working meeting on the HLR Reserve Fund on 28 April

-- Jo G to check with the County on ownership and lien status for lot 41.

-- Eileen to prepare board letter for lot 134.

-- Eileen A to prepare minutes and update HLR Webpage.

- Executive Session:
- Reopen Meeting
- Adjournment

* This is the time for the Membership to commentssues that confront a member or the Ranch as Eewlation taken as a result of
Members' comments will be limited to a referrattie Board of Directors in order to study the mattesponse to any criticism or scheduling the
matter for further consideration and decision kter date.
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#&



HLR Road Committee Meeting May 4, 2011

Attendees

Jo Green
Eileen Ahearn
George Barton
Jim Browning
Greg Briner
Frank Flanders

Topics Covered

Repair on Saddlebag, first wash off Stagecoach Pass
Current road conditions & future repairs
Saddlebag Repair
o Discussed installing culverts
After further review of area and on-going maintenance required was
agreed culvert wasn't the best viable option
o Discussed with Frank the stone/post/wire approach to troubled area
Frank suggested extending the rock and wrapping stone in wire to hold
back further erosion during rains
o Discussed current price of repair
Asked Frank about pricing since he quoted repair sometime ago, Frank
said he would get back to the Committee on total cost of repair
o0 Road Conditions & Future Repairs
We drove and viewed other roads needing repair
Legend — exiting Ranch
o Frank to create a few cut ins to re-direct water flow
Legend — turn by Bill/Barbara Brown
Take some of the turn away to re-direct water flow off main road
Okay to add turn outs on HLR roads/common areas to reduce wash outs due to heavy
rain runoff
Summary
o Road Committee agreed to have Frank quote a new price for repairs on Saddlebag
o Frank to provide price for additional cut ins on Legend and for work on Legend
impacting the Brown'’s property
Once a price was received Greg Briner agreed to talk with the Brown’s to
confirm they were OK with the work
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- Call to the Membership:*
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-- Russ C/NC to host NC meeting and prepare recommendations NLT Oct 2011.

-- Harry H to host a working meeting on the HLR Reserve Fund on 28 April
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-- Eileen A to prepare minutes and update HLR Webpage.

- Adjournment: The meeting adjourned at 1: 13PM.

* This is the time for the Membership to commentssues that confront a member or the Ranch as Eewlation taken as a result of
Members' comments will be limited to a referrattie Board of Directors in order to study the mattesponse to any criticism or scheduling the
matter for further consideration and decision kter date.



