 November 26, 2007

To all Prairie Crossing Residents:

Enclosed is a draft of the 2008 Budget of the Prairie Crossing Homeowners Association.  We are sending it to you in accordance with the Covenants of Prairie Crossing and the By-Laws of the Association.   The Board sought and received comments about the budget from a number of residents and incorporated their suggestions in the budget you are now seeing. 

The budget gives information about the sources of Association income in the coming year, and about how that income is applied to paying for the Association’s 2008 operating and maintenance expenses, and funding the capital reserves.  The reserves provide the funds for the periodic replacements and improvements of Association assets that become necessary even with proper annual maintenance.    

The Board will adopt the budget in its meeting on January 3, 2008.

Please note that the proposed budget calls for a $10 per month increase of Association fees from $80 to $90 per month, or from $240 per calendar quarter to $270 per quarter.  The increase will raise the Association’s income by about $45,000 per year.  The last time we recommended an Assessment increase was two years ago.  The increase was $10 per month and allowed us to increase the funding of reserves from $35,000 in 2005 to $65,000 in 2006.

About one half of the 2008 added income will be devoted to improving the maintenance of our amenities, infrastructure, common areas, and the lake and ponds.  The spending increases in those categories in the 2008 budget, when compared with 2007 and 2006 actual expenses, arise out of the Board’s sense that more maintenance is required to maintain the value of our assets.  The recent survey of Prairie Crossing Guiding Principles conducted for us among homeowners by Prairie Crossing Institute (Linda Wiens) told us that environmental protection and enhancement, a healthy life style, a sense of place, and a sense of community rate very high in importance among respondents.  The 2008 budget responds to those notions, and also to some cost increases we face in the maintenance expense categories.  

The other half of the increased income will be devoted to further increasing the funding of reserves, the fiscally prudent set-aside from current income to fund future repairs and replacements.  The need to increase this funding is the result of a re-examination in mid-2007 of our long-term (over a 30 year period) reserve funding plan by Reserve Advisors, the consultants who have been working with the Board for some years. 

The Reserve Advisor’s recent analysis suggests that our reserve funding to date has been adequate.  Looking ahead to the next five years, 2008 through 2012, the analysis envisions withdrawals of about $285,000 from reserves to finance anticipated major replacements and improvements.  In order to maintain an adequate reserve balance at the end of 2012, about $500,000 of new funds ($100,000 per year, on average) will have to be added to reserves in those five years.  These details suggest that the proposed 2008 budget provision of $91,500 for reserve funding is appropriate and that annual funding requirements in the coming five year period will likely not see any further material increase.  For information about the balances held in the Association’s reserve fund, please refer to the summary on the lower half of page three of the budget presentation. 
We trust that the background given in this memorandum will be helpful to your understanding the details contained in the budget numbers.

The Board of Directors of PCHOA

John Breen

Bob Lee

Douglas Nerge

Bill Pogson

Klaus Wisiol
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