Star Valley Ranch Association’s
“Feasibility Study”

Star Valley Ranch Association
Status Quo Funding Option

Definition of Status Quo
Under this option, the SVRA would continue operations under the current, or reformulated DCCRs. The

purpose for doing this would be to preserve the self-government the Association and its Members have experienced
for more than 30 years.

Position Statement

The Status Quo Committee asserts that by creating proper checks and balances in current operations and
developing organizational integrity between elected officials and professional staff the status quo can be maintained
and SVRA can define its own destiny. In the past year, the SVRA hired a competent Manager and retained a staff of
professional and well-trained employees. A workable budget was created and strictly adhered to. Expenses were
controlled and efficiencies were created which produced a net surplus by year end. The SVRA debt structure was
renegotiated, and a line of credit was established. All current debt was paid. A nearly new tractor for snow blowing
and road maintenance was purchased.

The Organization of Star Valley Ranch

The SVRA has an organizational structure and a chain of command that is subject to the SVRA covenants
(DCCRs) and illustrated in the organizational chart below. The standing committees and the relationship between the
Board and the Manager are also shown. The Members elect the Board and the Board makes decisions on the

prrrnmemeeeeeeeeees ( Board of Directors )

Accounting Staff

Assistant General Manager
(AGM)
Office Manager (OM)

Clerical Staff

T

General Manager (GM) )—(Golf Pro Contracted Service)

Housekeeping

Facilities Department

Golf Course

Security Department
Head

Utilities Supervisor
Chief Water Operator

Greens \\ Security Road
Assistant Guards Maintenance

Greens
Mechanics

Superintendent

Facilities
Assistant

Back-up Water

Lifeguards Operator

Pool Attendants Greens Keepers

Utility Laborers

Events
Coordinator

Equipment
Mechanics




What funding options are available through the DCCRs?

1. An annual assessment is the prime source of SVRA funding. It is linked to the consumer price index and
increases each year by approximately 2%. Assessments are billed in the first quarter of the year. Late charges
can be levied for delinquent payment. Membership is fixed, which has the effect of challenging the Ranch to fund
operations and support growth of new homes with inadequate resources. For instance, there are 1970 lots for
assessment. Many of these lots are undeveloped and the assessment is adequate to maintain them. But when a
home is built on the lot and water, roads and utilities must be provided, the assessment is inadequate to cover the
cost. The Association does not have the right to charge water user fees. (See #7, Recreational Fees, below)

2. A special assessment, sometimes referred to as a capital assessment, must be used for a specific designated
purpose and approved by a vote of 2/3 of the Membership. In the history of SVRA only one special assessment
has been passed and four others have failed.

3. An additional increase in the annual assessment requires a vote by 2/3 of the Member-ship. It must be
requested in December and implemented in January. This assessment, if passed, is easy to collect because the
additional amount is added to the annual billing, the payment of which is due in March.

4. Annual donations come in intermittently and the amounts are not consistent from year to year. The Membership
has donated about $35,000 annually in 2002 and 2003. These donations were received after the SVRA informed
the Membership that their annual assessments were not adequate to service our growth, water infrastructure, and
our golf course irrigation loan.

5. To_pledge assets as collateral on a loan is a Board decision. It is used to provide for emergencies and
unplanned opportunities. There is now one outstanding loan, which was used to repair culinary water breaks and
replace the golf course water system on the Cedar Creek Course. The SVRA's line of credit is secured by
pledging other assets. The Ranch is limited by both the value of the assets and the ability to repay a loan.

6. To sell assets like the golf courses and/or the SVRA water system requires a 2/3 vote of the Membership. The
Board of Directors can approve sales of other assets, which would include any existing equipment of value. This
has not been done in order to maintain control of SVRA'’s major assets. Because of the fully depreciated
equipment there would be little value received in equipment sales.

7. Recreational fees are charged for services offered by the SVRA. The DCCRs provide for recreational fees.
Supply and demand determines the prices paid for these services. Several SVRA committees help determine the
prices and rates, but the Board of Directors makes the final decision. The Board made an attempt to charge user
fees for water in 1999 by levying a $180 annual “service” assessment on all property owners who used the
culinary water system. This “service” assessment was approved by a lower court but over-turned on appeal in the
Wyoming Supreme Court. It was ruled the action was beyond the authority of the SVRA Board of Directors.

What are the costs associated with maintaining the status quo?

The costs associated with an infrastructure that is now approximately 40 years of age is the major concern.
The longer SVRA waits to repair, maintain and replace deteriorating systems and roads, the more expensive it
becomes. Water quality is being challenged and Member safety is being compromised on the Ranch roadways.
Maintaining the status quo will only allow piece-meal improvements each and every year, which will be difficult with
SVRA'’s assessment limitations and may cause greater debt. The total cost to replace the culinary water system and
bring the roadways up to county standard will be very expensive. Estimates have been as high as five million dollars.
Without large sums of money, it will take a long time.
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If SVRA experiences major emergency breaks in the water system, it will be forced to borrow to make repairs.
With more debt, and more assets pledged, it will become increasingly difficult to make annual loan commitments. If
the water system, and/or the golf courses are sold to outside parties, fees outside of the Member’s control can be
charged for their use.

Equipment and vehicles at SVRA are outdated and fully depreciated. They are constantly being repaired to
work in a growing environment. Costs to repair used equipment is high. When equipment “dies” SVRA is forced to
buy less expensive used assets and the costly repair process starts anew. Safety concerns are a constant issue and
insurance costs are rising.

Property values have lagged behind comparable values in other parts of Star Valley the past two years.
Currently there are at least 26 homes for sale, and there are 38 new residences under construction. The environment
is changing and it is imperative to be flexible and maintain the ability to look for new and better ways to accomplish
the tasks facing Star Valley Ranch. Specifically to identify and obtain sources of revenue to make needed
infrastructure improvements.

Financial Forecasting

A detailed forecasting model (See page 4) has been prepared providing estimates of revenue, expense and
real estate development as it applies to future demand on water resources. The estimates are projected to the year
2010. Figures are based upon historical financial information, including current trends identified by the SVRA auditor
and growth estimates as they apply to future demand on water resources.

Summary Statement

The model reflects the Jorgenson Report, which indicates we will have 1200 homes on the ranch in 2010. In
our current status quo position, we can only support approximately 760 homes with our current water system. To
increase our capacity the SVRA will have to dig more wells and produce more storage facilities. The model also
verifies that we have only the ability to continue the status quo with current financial obligations. This means that
enhancements to our water systems and the up grading of our roadways will come slowly through special
assessments and controlled debt financing.

While these conditions provide challenges, they are not impossible to overcome — they are manageable. The
key word here is manageable. In the status quo every property owner in the Association must have an affect on that
manageability:

» The SVRA Members taking an active role in electing responsible Board members and providing positive
suggestions and recommendations;

* The Board members providing leadership within the scope of their authority;

* The Management and staff creating greater efficiencies in service and holding down costs.
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Projection of Revenue and Expense for 2004-2010

[ ACTUAL | Est. [ BUDGET | PROJECTED

DESCRIPTION 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
REVENUES
ASSESSMENTS 726,800 761,700 728,300 738,150 759,716 778,709 798,177 818,132 838,585 859,549
ADMINISTRATION 17,600 48,600 55200 41,000 72,233 81225 90,726 106,488 118,261 120,543
FACILITIES 9400 11,400 18,200 14,500 14,935 15,383 15,845 16,320 16,809 17,314
RECREATION 313,200 304,000 388,750 428,075 478,274 525270 586,298 642,197 688,095 764,480
UTILITIES 164,700 205,000 194,400 212,000 237,250 264,613 292,093 319,698 322433 325304
DONATIONS 1,800 32,200 43900 21,000 25000 20,000 15,000 10,000 5,000 0

TOTAL REVENUES 1,233,500 1,362,000 1,428,750 1,454,725 1,587,408 1,685,199 1,798,139 1,912,834 1,989,182 2,087,191

(a) (a) (a)

EXPENSES
ADMINISTRATION 338,400 426,800 347,800 403,100 417,047 427,008 432,125 442,402 452,843 458,454
FACILITIES 98,300 89,000 72,900 109,100 123,082 128,449 134,061 139,929 146,066 152,483
RECREATION 266,500 272,500 252,600 289,200 297,876 306,812 316,017 325497 335262 345320
SECURITY 51,400 41,200 19,700 30,000 44,002 45322 46,681 48,082 49,524 51,010
UTILITIES 401,900 354,500 330,900 354,700 327,185 407,662 430,870 466,512 492,155 531,020

TOTAL EXPENSES 1,156,500 1,184,000 1,023,900 1,187,000 1,209,191 1,315,253 1,359,754 1,422,422 1,475,850 1,538,287

(a) (a) (a)

NET OPERATING INC. 77,000 178,900 404,850 267,725 378217 369,946 438,385 490,413 513,332 548,905
NON-OPERATING

DEPRECIATION 110,000 144,000 170,000 170,000 170,000 170,000 170,000 170,000 170,000 170,000
SALE OF SECURITIES
NET INCOME 33,000 34,900 234,850 97,725 208217 199,946 268,385 320,413 343332 378,905
a) NO BAR/LOUNGE
PROJECTION DATA | 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
ASSESSABLE LOTS 1,087 1,087 1,087 1,087 1,087 1,087 1,987 1,987 1,087 1,087
ASSESSMENT RATE 348 358 364 373 382 392 402 412 422 433
HOMES 650 700 750 800 850 900 950 1,000 1,050 1,200
BUILDING PERMITS 45 71 60 50 50 50 50 50 50 50
TRANSFER FEE 27 120 137 120 140 150 160 170 180 190

GOLF |

ANNUAL MEMBERSHIPS 301 267 255 265 280 300 315 325 335 350
ANNUAL TRAIL FEES 284 280 273 288 306 324 342 360 378 432
DAILY RDS OF GOLF 4,400 3,600 5,400 4,800 5,100 5,400 5,700 6,000 6,300 7,200
DAILY CART RENTALS 2,444 2,256 2,338 2,480 2,635 2,790 2,945 3,100 3,255 3,720
NEW WATER TAPS 30 66 67 50 50 50 50 50 50 50
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