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Dear Northgate Highlands Neighbors,

Another year is upon us in Northgate Highlands, and that brings us to another budget for our HOA. In this packet
you will find a copy of the 2008 Budget approved by the Board of Directors. The Board would like to provide a
some background for the budget figures and some detail about the financial direction of the HOA. Also, there are
some major positive changes happening in 2008 of which we wanted to make everyone aware.

Dues Increase

Dues will increase $5 per quarter, from $57 to $62. We are carrying over a negative balance from 2007 to the
2008 budget. This is primarily due to common ground maintenance (sprinkler repair) being higher than
expected. Part of the dues increase goes to the prior year carry-over and the rest goes toward ensuring that the
2008 budget does not fall short in the same area. There are other changes noted below.

Elimination of Management Company

As of January 1, 2008, Northgate Highlands HOA will no longer be contracting with PCMS for management
services. The Board decided to hire two part time contractors to handle bookkeeping and covenant enforcement.
Please contact the Board at 866-984-6464 if you are interested. The self-management model works well for other
HOAs, and the financial savings are projected to be about $10,000 per year. PCMS is working closely and
cooperatively with the Board to ensure a smooth transition. Additional information on this topic will follow in
the weeks to come. In the Q1 2008 billing there will be a new address for dues payments, and our new voice
mail number for questions is 866-984-6464. We are also increasing the use of the web site and -email for
communication. (We highly recommend that you sign up to receive email at the HOA web site:
www.northgatehighlands.org if you have not already done so.)

Capital Improvement Fund and Special Assessment

In the past two years since the HOA became homeowner-controlled, it has become clear that several of the
common areas managed by the HOA are in need of improvement beyond just standard maintenance. When some
of the HOA-maintained areas are not up to the same standards as required of homeowners, something has to be
done. However, the budget for the HOA never included funds to bring common areas up to this standard. This is
where the new Capital Improvement Fund plays an important role. The savings from the management contract
(810,000) will be used in 2008 to provide an ongoing funding mechanism for the Capital Improvement Fund.

There is currently a backlog of projects that need immediate attention and cannot wait several vears for funds to
accrue. Therefore, after much discussion and debate the Board included in the 2008 budget, a Special
Assessment of $100 per home to provide seed funding for the Capital Improvement Fund. Although budgeted
for 2008, this special assessment will need to be voted on by the HOA membership, which is planned for the
next annual meeting (February 2008). This will generate $32,100 in addition to the $10,000 in management
contract savings for a total of $42,100 to be used specifically for Capital Improvement. Some of the projects that
will be addressed with these funds are:

e Front Entrance — We are working very aggressively with the City and its contractor to get their work
completed and cleaned up after the traffic light installation. We are also trying to get the sidewalk
installation completed on the East side of the street. HOA work on the front entrance is currently
pending the completion of the City's work.

e Narrowleaf & Voyager — There is an empty grass triangle that has had continual problems with
watering due to battery operated timers, etc. In addition, the plan there is to provide a much more
ascetically pleasing area than just the grass that is there now. Landscaping with trees, bushes, and a
sitting area are part of the plan for that area.
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