Meadow Creek
0.8 (952) 935-9565
Condominiums Fax (952) 935-9269

823 Old Settlers Trail, Suite 101 « Hopkins, MN 55343  E-mail: office@meadowcreekcondos.com

November 10, 2009

To: Association Members
From: Board of Directors
Re: 2010 Operating Budget

Included with this are the following items:

The 2010 budget with a comparison to the 2009 budget and to the income and expenses
for 2009 broken down as follows: (a) actual income and expenses for January through
September, 2009, (b) projected income and expenses for October through December,
2009, and (c) total income and expenses for 2009 (the total of (a) and (b)).

Two schedules of total member dues for 2010, reflecting a 0.0% increase in dues. The
first schedule breaks down the dues between Utilities, Casualty Insurance,
Replacement Reserve and Operations. Operations comprises the 112 line items in the
budget other than Ultilities, Casualty Insurance and Replacement Reserve. The other
schedule shows how the 2010 dues are calculated using a 0.0% increase.

Detailed notes to the budget, which explain how the figures in the budget were arrived at.

The 2010 operating plan which summarizes the major objectives of the Board for the
management and operations of Meadow Creek in the coming year.

The 2010 budget was approved by the Board at our meeting on October 28, 2009, and we
recommend that you, our fellow Association members, approve it at our annual meeting on
Saturday, December 5, 2009.

In presenting the budget to you, we would like to make a number of comments. Specifically:
Development of the Budget

The Board discussed the 2010 budget at length during two meetings in October. The staff of
Dunbar Strandness spent considerable time analyzing and re-analyzing what our actual income
and expenses have been over the last twelve months, over the last 3 years, and over the last 10
years, and projecting what our income and expenses should be for the remainder of 2009 and for
2010.

We started the budget process with the conclusion that 2010 was not the year for a dues increase,
and that elements of the budget would need to be adjusted to avoid a dues increase. We made a
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variety of adjustments to the 2010 operating budget in order to accomplish this. Management
helped with the effort to avoid a dues increase. Doug Strandness proposed that there be no
increase in the management fee for 2010, and that there be no staff pay increases, except very
modest increases for the two Building Technicians who started this year and the Assistant Site
Manager. The Board, of course, accepted Mr. Strandness’ proposal.

One significant change in the 2010 operating budget is the approach that the Board took to the
Replacement Reserve. While the annual payments to the Reserve have been substantial in prior
years, the annual budgets called for contributions to be made to the Reserve, but also planned for
funds to be withdrawn during the year for specific projects. For 2010, the $36,000 contribution
to the Reserve should be the net contribution for the year.

The following are the items that would have been paid for by withdrawals from the Reserve in
prior years, but for 2010 they are included in the operating budget:

Software updates $2.500
Snow removal equipment 1,500
Security camera equipment 6.000
Parking lots:
* Major repairs to Lots 1, 4 and 9 25,000
* Skim paving and seal coating of Lots 1, 6, 7, 8 and 9 45,000
Reconstruction of the retaining wall in front of 942/944 5.000
Replacement of the next section of the path through the property 8.000
$93.000

Risk Factors

We have been somewhat aggressive in budgeting for several items. By being aggressive in
budgeting for these line items, we have introduced a number of risk factors into the budget.
While in our judgment, these are reasonable risks to take, those risk factors are:

1. Operating Contingency. The percentage factor for the Operating Contingency has been
maintained at 2.00% for 2010 after having been reduced from 2.75% for 2009. This
limits our ability to absorb unanticipated costs. It also does not address the Association’s
lack of working capital.

2. Collections from Former Owners. The budgeted amount is $20.000. This will require
us to be very aggressive in pursuing former owners who still owe the Association.

3. Natural Gas. The budgeted amount for 2010 represents a decrease of $43,860 from the
2009 budget. The 2010 gas budget is based on CenterPoint Energy’s price forecast
issued October 1% for the period November 2009 through October 2010. The amount
budgeted for 2010 is the lowest amount that we have budgeted since 2003. While there is






