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4D, 9017 BUDGET — AGENDA TODAY

= Budget Oversight and Governance

= Annual Assessment
= Budget 2011 versus Budget 2016

= Strategic Planning Guidance update
= Annual Assessment overview

= Development Fund
= New Machinery and Equipment Fund
= Replacement Reserve Fund

= Operating Fund
= Surplus in members equity
= Rates and Fees
= Revenues Costs and resulting Net Operating Result Loss

= Board Action — 2017 Budget Approval

Board Meeting 10/7/2016
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A\ BUDCET OVERSIGHT

= Governance
= Federal State Local agencies
= Laws and regulations
= Sales tax audits, property tax audits, income tax audits

= Governing Documents

= DUTY OF CARE (Due Diligence; Duty to Investigate)
= DUTY OF LOYALTY (No Self-Dealing)

Board

Finance Committee

Members

Management

Internal Controls
= Authorization Levels

Financial Reporting
= Daily Weekly Monthly

= Annual Report and Annual Audit

Board Meeting 10/7/2016
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http://www.tahoedonner.com/board/fiduciary-responsibility/
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A COVERNANCE

[ I £ AT 2 N3Gterlin@ Acta®sith@tiaddress reserves require Disclosures and a Reserve Study to
be performed every 3 years, updated annually. No specific funding levels or fund balances are
required by law. However, the law does require the Board to act wilkiciary Duty

Fiduciary Duty. The director must remain focused on thmst interests of the corporation

Loyalty to the corporation means subordinating personal objectives and needs to the financial
requirements of the association. In this regard, Civil Code Section 1366 explicitly provides that
the homeowners association shall levy regular and special assessments sufficient to perform its
obligations under the governing documents and the D&tisling Act, California Civil Code

Section 1350.

Budget must be communicated to members not less than 45 days and no more than 60 days prior to

start of new year (DSA ByLawsXll, Section 5).

Board Meeting 10/7/2016 @



A\ BUDCET 2011 VERSU

Budget 2011 to Budget 2016 Annual Assessment
Change of $570 over 5 Years (7% CAGR)

DGET 2016
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er Changes*10

* Amount excludes Workers Compensation costs, which is listed seperately for entire company. Workers compensation insurance increase driven primarily by California regulatory impacts.
(c) change driven by Board policy to improve the percent funded in reserves for existing assets depreciating over time, with now over $45 million in current replacement costs components.
(d) change driven primarily by drought lack of snow impact on revenue expectations in budget and California minimum wage increases.

(h) change driven by various items, see subschedule page 3

Board Meeting 10/7/20%hange driven primarily by summer volume growth Average Home Prices, Truckee, CAGR 5.5% (source Zillo\




TAHOE DONNER"

BUDGET 2011 VERSUS BUDGET 2016

Tahoe Donner Association
Change in Annual Assessment B'11 to B'16, HOA Departments subschedule

$ 114 HOA Departments change Comments
35 General expense costsavings e across all depe), 95 Inourance, 53 SaW
16 Administration $13 S&W = 3.7% CAGR
20 Communications $16 S&W = 8.0% CAGR, added Full Time Position; service driven
14 Member Services $11 S&W = 8.9% CAGR, added Full Time Position; service driven
o Achitectural Standards Office. 23358 00/, s et o st
18 Information Technology $13 S&W = 6.6% CAGR, added Full Time Position; tech needs growth
15 Accounting $11 S&W = 3.2% CAGR, expense savings of $2
2 Human Resources $5 S&W = 4.8% CAGR, added Part Time position, expense savings of
4 Facility Administration Director of Capital Projects added, offset by allocation out to RRF and D

(5) Forestry

(13) Maintenance

Board Meeting 10/7/2016

Trails included in Foresty in '11, Forestry portion essentially flat B2B

$18 S&W =5.4% CAGR CMW/Market pressures. Less $34 credit Veh
Maint reorg

S&W = Salaries and Wages aka Payroll Direct
CMW = California Minimum Wage impact
CAGR = Compounded Annual Growth Rate
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2017 BUDGET - BOARD STRATEGIC PLANNING GUIDANCE

10.

a.
b. Transfer Operating Funds of $ to Development Fund

C.

In December 2016, as part of 2017 Budget Assumptions:

Transfer Operating Funds of $ to Replacement Reserve Fund

Hold in Operating Fund $ or Decrease 2017 OPFd AA

No increase in 2017 Annual Assessment (AA), which may require more aggressive
revenue assumptions and or cost control service level impacts

With ~25% Funded Reserve, hold Replacement Reserve portion of AA

Strategic plan priorities are still valid

Development Fund values time over increasing funding level

Identify Replacement Reserve major improvement plans for Board validation
No modification to calendar fiscal year

No Change for 2017: Transfer Fee, Recreation Fee, or Daily Member Guest $6/$8

Public Amenities — target Public prices for greater increases, minimize Member prices
increases where practical

Private Amenities — minimize Member price increases where practical

Finance Committee
recommends no
transfer at this time

9/30/2016 @




A\ INNUAL ESSESSMENT PER OWNER

Operating Fund Replacement Reserve Fund
2,000
Development Fund New Equipment Fund
1,800
Development held flat for 6 years
- 2011to 2016
1,400 rm%uH
1,200
1,000
800
600
‘.Z/" 7
200

$1505 - $1600 - $1800 - $1900 - $1900 -
2010 2011 2012 2013 2014 2015 2016 2017
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A\ ENNUAL ASSESSMENT PER OWNER

Compounded Annual Growth Rates (CAGR)

5 Year 10 Year

2012>2017 2007>2017
Total AA 6.7% 5.6%
Operating 7.5% 4.9%
Reserve 8.3% 6.5%
Development 1.9% 7.1%
New Equipment 0.0% 3.2%

Talking Points:

15 Year 20 Year
2002>2017 1997>2017
7.9% 6.3%
4.8% 4.9%
11.7% 7.2%
18.8% na
2.7% 0.7%

Looking long term, under-funding of reserves and more operations
Looking near term, drought impacts and regulatory cost pressures

Board Meeting 10/7/2016
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01T BUDGET - DE

Forecast 12/31/2016 Balance

2017 Assessment Contribution
Vs B'16, increase of $162,000 ($250 to $275/0)

Operating Fund Transfer IN
2017 Expenditures:

360,000

1,780,000

Mailbox Clusters, Planning

25,000

Association Master Plan (started in '16, complete in'17)

12,000

Downhill Ski - Daylodge/SkierServices/Lifts, Planning

50,000

Trout Creek Recreation Facility, Remodel Planning Cost

50,000

Permanent Storage Facility, Planning

10,000

Trails, new trail(s) per trails master plan

67,000

Open Space - Glacier Way Trailhead, planning

20,000

Open Space - two warming huts (yurts or other)

50,000

Land Acquisition, Other Projects, Cost Allocation, Contingency

70,000

Cost Allocation

180,000

Board Meeting 10/7/2016

TL Spend
Interest Income/BDEXxp/Taxes

Budget 12/31/2017 Balance

534,000

(5,000)

$ 1,601,000

The General Plan Committee is currently working developing an Association Master Plan (AMP).
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A 2017 BUDGET — NEW EQUIPMENT FUND

TAHOE DONNER"

2017 Budget

Forecast 12/31/2016 Balance$ 50,000

2017 Assessment Contribution 194,000
2017 Expenditures:

Currently idenified items 127,000

Contingency 53,000

TL Spend 180,000

Budget 12/31/2017 Balance$ 64,000

Board Meeting 10/7/2016
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file://tda/dfs/Users/msalmon/Desktop/Presentations/G04  NME Schedule.pdf

A\ 2017 BUDGET — REPLACEMENT RESERVE FUND

2016 Budget 2017 Budget
Operating Fund Transfer IN - FC recommends no transfer in in 2(
Beginning Balance (A% 7,000,000 7,500,000

with No Transfer In

Current Replacement Cost 44,925,000 48,103,000
Fully Funded study value (B) 26,204,000 28,188,000
ratio to CRC 58% 59%
Percent Funded (A/B) 26.7% 26.6%
Policy Link Resolution 2013-3, Replacement Reserve Fund -

policy establishes a % funded minimum of 25%

For 2017 Budget, a full reserve study (including physical inspections) was completed (every 3 years), not just an update

Board Meeting 10/7/2016
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AA 2017 BUDGET — REPLACEMENT RESERVE FUND

Resolution 2013-3, Replacement Reserve Fund
Minimum Balance Test

Total Property & Equipment$ 71,078,947 *

Less Land and Land improvements (8,680,240) *

Net Replc Reserve Assets policy test amount 62,398,707
policy test % 10%

Policy minimum balance in Repl Reserve Fuid 6,239,871

Forecasted Balance 12/31/20165 7,500,000 above policy Minimum

Forecasted Balance 12/31/2017, per 2017 Budget Dré&ft 7,400,000 above policy Minimum

*per Audit Report 12/31/2015, footnote 4.

Board Meeting 10/7/2016
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A\ 2017 BUDGET — REPLACEMENT RESERVE FUND

2016 Budget 2016 Forecast 2017 Budget
(F) Beginning Balances 7,000,000 $ 6,859,483 $ 7,500,000
Assessment Contribution 3,534,000 3,534,000 3,852,000

Operating Fund Transfer IN - -

Expenditures (3,553,000) (2,953,483) (3,701,000)
Disposal of Assets proceeds 30,000 30,000 30,000
Interest Income/BDExp/Taxes 5,000 30,000 41,000
Budget YE Balances 7,016,000 $ 7,500,000 $ 7,722,000

(F) the beginning balance is Forecasted in fall of preceding year during budget cycle.
For the 2016 Forecast, the actual beginning balance is used.

For Zé’éa:’rg‘ﬂiﬂe%‘?fn S. fldl},f/iﬁt?léve study (including physical inspections) was completed (every 3 years), not just an update
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A\ \DERETING FUND — MEMBERS EQUITY SURPLUS

= Surplus drivers: loss recovery success and record Summer 2015, December 2015 record
results, and record revenues every month of 2016.  cannot count revenue twice.

= Currently YID August NOR is favorable $1.8 million
= Which places ME balance at $3.75 million

Finance
Committee
Recommendation

= Minimum $500,000 balance, per policy
= Currently ME is above target 10% of Revenues or $920,000 by $2,847,000

= Options —
= Make no transfers in 2016, hold in Operating Fund, until Association Master Plan is completed
= in 2016, transfer $500,000 to Replacement Reserve Fund

in 2016, transfer $1,000,000 to Replacement Reserve Fund

in 2016, transfer $1,300,000 to Development Fund, due to snowmaking recent spend
Revise target 10% to 15%, bolstering contingency in OpFd by ~ $500,0000
Other

Board Meeting 10/7/2016
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file://tda/dfs/Users/msalmon/Desktop/Fd-Operating-Fund-Balance-Membership-Equity 20160227 Board Mtg.pdf
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OPERATING FUND - METHODOLOGY

= Top Down and Bottom Up Drivers
= Normalization starting point, 3-Year Average adjusted for known Baseline changes

= Drivers for 2017 (change drivers impacting Revenue and Costs, by Department)
= Pricing changes — revenues and costs
= Capital impacts -
= Merit impacts — isolate this driver, capped
= Strategic
= Regulatory
= Other

Board Meeting 10/7/2016
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£\ OPERATING FUND - OPERATING FUND POR’
= ANNUAL ASSESSMENT AND OPERATII
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1074 10,427,000
9,620,000 00
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éi O P E R Q T I N G in Operating Costs are Greater than
TAHOE DONNER" NG Q enues......

if both grow at 3%, Costs growth in Dollars is
greater than the Revenue growth in Dollars
$-9,000,000x3% = $ 270,000 rev

$16,000,000 x 3% = $ 480,000 cost
$17,273,000 $ 210,000 net cost

N

$18,000,000-
$16,000,000- A
$14,000,000- <:
$12,000,000- $10

/ $9,200,000 = 2011B
$10,000,000- /

m 2016 B v

$8,000,000-

/ = 2017 B OR%OC
$6,000,000- / 66% B’11
$4,000,000 57% B’16

/ 63% B’17
$2,000,000-

$0 |

Operating Revenue Operating Costs @




4\ (PERATING FUND - REVENUE

= $ 9,442,000 Three Year simple average (2014 Actual, 2015 Actual, 2016 Forecast)
472,000 + past years pricing changes impact of ~5%

28,000 + net other misc. adjustments for know trends/changes
$ 9,942,000 = Baseline for 2017 before Drivers [Budget 2016 $9,200,000]

220,000 Pricing changes 2.2% overall impact (notables DHSKi, XCSki,Aquatics,Daycamps, Equine)

373,000 Capital impacts (Downnill Ski beyond Baseline for Snowmaking investment)

82,000 Capital impacts ($60,000 xCSki, $7,000 Bikeworks)

123,000 Strategic impacts ($18,000 DayCamps, $9k Equestrian, $7k Golf, $81,000 EE Housing, -$6k ASO, $12,000 DHSki)

60,000 Regulatory impacts ($30,000 at Lodge, $7,000 Pizza, $10,000 ACCafe, $13,000 SmrF&B

= $10,800,000 = Budget2017 Operating Revenue

Board Meeting 10/7/2016
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OPERATING FUND — RATES AND FEES

= No increase in $270 Recreation Fee
= No increase in $6 Member and $8 Guest daily entry fees
= Pricing changes more aggressive on Public than Member, where possible

= Aquatics and Day Camps have increases due to program changes, market analysis,
and operating cost increases

= Winter Season pass and program rates previously approved

= Golf rates to be approved in February 2017

Board Meeting 10/7/2016
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file://tda/dfs/Users/msalmon/Desktop/Presentations/G07  Operating  2017 Rates 20160929 draft.pdf

4. (PERETING FUND — PAYROLL DIRECT

- $ 8,655,000
- (.410,000)
- $ 8,245,000

- 227,000

- 7,000
- 133,000
- 115,000
- $ 8,727,000

Board Meeting 10/7/2016

2016 Forecast

-adjust for baseline revenue & known changes/vacancies etc. by department

= Baseline for 2017 before Drivers [Budget 2016 $8,220,000]

Merit increases 3.0%, net overall 2.8%

Capital impacts

Strategic iImpacts ($45k Trout, $24k IT, $14k DayCamp, $5k MbrSvc, $20k Trails, $15k DHSKi®, $5k Equine, $3k Aquatics, $2k Marina)

Regulatory impacts (FED OT/Exempt, CA MinWage, and ACA ripple)

= Budget 2017 Payroll Direct

o



A

TAHOE DONNER"

Payroll Taxes
Workers Comp
Health Insurance
Retirement

Total Pay Burden

Payroll Direct
PT%
WC%
HI1%
RM%
TL PB%

Board Meeting 10/7/2016

2015 2016 2016 2017
Actual Budget Forecast Budget

$ 754,495 $ 830,000 $ 920,000 $ 950,000
601,048 820,000 915,000 750,000
533,972 890,000 690,000 1,050,000
149,544 130,000 145,000 150,000

$ 2,039,059 $ 2,670,000 $ 2,670,000 $ 2,900,000
$ 7,304,614 $ 8,220,000 $ 8,654,800 $ 8,727,000
10.3% 10.1% 10.6% 10.9%
8.2% 10.0% 10.6% 8.6%
7.3% 10.8% 8.0% 12.0%
2.0% 1.6% 1.7% 1.7%
27.9% 32.5% 30.8% 33.2%

OPERATING FUND — PAYROLL BURDEN

< favorable renewal
< FED ACA impa

< favorable renewal
< FED ACA impa

o



£\ OPERATING FUND - WORKERS COMPENSATION

TAHOE DONNER"

1,000,000 14%
900,000 -\
i 0
mm WC Costs 12 /0
800,000 |
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material
savings of ~
$175

%

- 4%

- 2%

500,000 -
400,000 -
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200,000 -
100,000 -

. - 0%
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2016 2017
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A OPERATING FUND — cRroup HEALTH INSURANCE

= Board authorized full time year-round benefited positions
= 2015 — 71 employees, consistent for several years

= 2016B - 85 employees, added 15 due to Federal Affordable Care Act impact
= 2016F — 91 employees, with current ACA calculations, 21p currently qualify

= 2016 Budget
= Assumed 67ee enrolled of 71ee Authorized (94% enrollment rate)

= 2016 Forecast
= Averaging ~50ee enrolled (vacancies, turnover, turndowns, other)

= YTD savings $215,000/36% to Budget

= 2017 Budget
= Assumes 82 participants, 82/91= 90% enrollment rate

= Known, Premium renewal increase 9.9% Medical; 8% Dental & 0% Vision
= No change in 75% Employer/ 25% Employee premiums cost split
= Contingency is at a medium to high level for this cost component for 2017 (used Workcomp savings)

Board Meeting 10/7/2016
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OPER{TIw

Utilities

R&M BIdg/Grnds/Equip
Insurance (GL/PropCas)
Forestry Contract Work
Taxes, Property/Incom
Staff Expenses

Credit Card Fees
Advertising

Janitorial Svcs/Supplies
Printing, TDNews/Brochu
License Fees Permits
Fuel & Oil

R&M Golf Course
Employee Housing

All Other

2015
Actual

$ 789,742 21%

406,320 11%

401,718 11%
325,327 9%
211,638 6%
194,365 5%
162,625 4%
152,466 4%
152,466 4%
147,389 4%
108,236 3%
81,807 2%
62,993 2%
- 0%

537,356 14%

2016
Budget

$ 837,000 21%
467,000 12%
411,000 10%
276,000 7%
242,000 6%
260,000 6%
180,000 4%
137,000 3%
131,000 3%
147,000 4%
100,000 2%
166,000 4%

72,000 2%
- 0%
630,000 16%

Total Op Expenses

2017 Budget variance

Board Meeting 10/7/2016

556,552
15%

235,000
6%

r

r

2016

Forecast

927,000 21%
521,000 12%
436,000 10%
270,000 6%
238,000 5%
263,000 6%
250,000 6%
143,000 3%
176,000 4%
152,000 4%
110,000 3%
141,000 3%
65,000 2%
5,000 0%
633,000 15%

16 FUND — EXPENSES

2017
Budget

$ 995,000 23%
500,000 12%
411,000 10%
230,000 5%
240,000 6%
260,000 6%
216,000 5%
135,000 3%
121,000 3%
150,000 3%
110,000 3%
135,000 3%

65,000 2%

Rent

$88,000

$56,000

586,000 14%

$ 3,734,448100% $ 4,056,000100% $ 4,330,000100% $ 4,291,000 100%

(39,000)
-1%

Revenue of

Net Cost of

o



éﬁ 2017 BUDGET — BOARD APPROVAL

= Operating Fund
= Excess Members Equity Transfer(s): None in 2016 or Budget 2017
= Rates and Fees
= Revenues, Cogs
= Costs — Payroll, Payroll Burden, Expenses

= Replacement Reserve Fund
= Development Fund

= New Equipment Fund

= Annual Assessment

- Other minor adjustment to & between departments allowed between 10/7 and final details/Budget Report. Examples

include another change from Nonexmept(NE) to Exempt(E) due to ACA, Payroll Burden refinement between NE/E and or
between departments.
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