LAKE MISSION VIEJO ASSOCIATION
BOARD OF DIRECTORS MEETING
December 11,2007

MEETING: Uponnotice duly given and received, this meeting of the Lake Mission
Vigjo Assodation Board of Directorswas hdd at thelake offices. The meeting was
called to order by Fred Mellenbruch at 7:12 PM.

Board MembersPresent:  Fred Mdlenbruch, President
Jane Chadbum, Vice President
Jeff Miklaus Vice President
DianeLincoln, Secretary

Sid Wittenbeg, Treasurer is absent.

Staff Members Present: Howard Sandler, General Manager
Dave Kerr, Administrative Manager
Chris Graham, OperationsManager

OthersPresent: A. Cook, J. Sperber, M. Ziegler, T. Musolino, R. Simenz, A. Glasky,
B. Thom N. Schmidt, A. Waugh T. Hoadwonic, J. Millikin, M. Bende, K. Abde,

P. Krinett, D. Gingold, K. Kriz.

Minutes. Motionduly madeby Jane Chadbum and seconded by Diane Lincoln to
approvethe minutes of the November Board Meeting. Vote carried: 4-0-1 (Jeff Miklaus
absent at the November Mesting).

MembersOForum: None

Delegate@ Report: Art Cook expressed congratulationsto the Board and Staff for their
outstanding performance during 2007, and added a special compliment regarding the
qudity of meeting minutes provided each month.

Special Presentation: None

Director@ Report: None

Treasurer@Report: Thefinanda statements for month ending November 30, 2007
were distributed. Thefinanda information discussed was contained in the statements.

Jeff Miklausreported: Actud revenueof $6,021,754
Gross Income of 5,828227
Actud opeating expenses of 5257871
Capital Expenditures 36,760
Net Income 533597
Budgeed Net Income (39,039
Total Investments 5816564
Total Operating cash on hand 120404
Interest Income 249622
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Eleven monthsinto theyear, our budge is working as designel. There are no expense
trendsindicating any problems.

Committee Report: Jane Chadbum stated tha the Long Term Planning Committee met
on November 29" to review facility improvement projects. Topics of discussion induded
status updde pertaining to Shade Structure Project, Maintenance Building Club Room
design modification options conceptud future design for interior of existing Admin
Building and recommended current modification of Dock and Sales Office/Lobbylayout
which will be broughtup for a motion tonight. Shealso noted tha the next Committee
Meeting is scheduled to behdd onayet to bedeermined date in Januay.

Manage & Reports:

GENERAL MANAGER® REPORT

FINANCIAL (Revenue &Cost 4Reserve 8Audit)

*  November month end close completed. Net Income = $93K versus Budgeted $47K. Y TD bottom
line thru 11 months @ $573K Qo the goodOversus Plan.

»  November @7 boat rentals up 16.9% (377 boats) from November @6....Electric boats up 26%/416
boats; but offset by decreases in tandems, pedal and sail boat activity.

* Lessirrigation water usage billed in past 2 monthly statements compared to same period last year.
Do not yet know if thistrend isaresult of Smart Timer Controller install ation/performance; but
after such adry year, thisis an encouraging sign. 2 month savingsimpact at current rate per cubic
foot = $2,053.

HR/LABORTOPICS
e 25less QActive PaysOin November @7 than in November @6E. Part time headcount is down by
24. Despite $3,000 worth of merit and COLA increases (vs. Nov M6), part time payroll was
$11,400 less than same month of @6.
*  Reviewed Group Insurance (medical, dental, etc) optionsfor 2008. 17.67% ($67K) premium rate
increase quoted by incumbent provider (Health Net) forced a move to Blue Shield plan which is
very similar to our 2007 plan (POS), and within budget guidelines.

MEMBER /COMMUNITY RELATIONS

e Met with Tony Musolino and Rod Simenz on 11/16. They arein the process of growing the Y acht
Club® personal fleet, have researched insurance requirements, have identified an independent
policy, and are asking LMV A® support with annua premium payments. Topic to be addressed
under New Business.

* Received call from Mallorcaresident who was very concerned with volume and frequency of PA
announcements being made since start of Trout Season.

e Received inquiry from adirector of Mission Viejo Environmental Association (MV EA) board
interested in exploring potential of seeking management services arrangement with LMVA.
MV EA currently contracts for needed services with an outside firm. Call was just for purpose of
fact finding.

SAFETY & HEAL TH (Incidents al nspections 4Etc)
e Quarterly Safety Raffle held on 11/14, recognizing safety performance success that is being
realized in 2007.

MAJOR PROJECTS/INITIATIVES
* Interior painting currently in progressin Admin Building as can be seen by new look of Board
Room. (Y acht) Club Room in Maintenance Building has also been painted. Wall and door framing
work in progress to provide additional functional office space and better area utilization.
*  Quotes solicited to replace Admin Building carpeting in order to continue necessary facelift of
office space. Topic to be addressed under New Business.




CONTRACTUAL (BidsaCompliance aEtc)
e General Liability Insurance policy coverage and term has been taken to market and reviewed with
Broker (Randy Hughes). Topic to be addressed under New Business.

ADMINISTRATIVE MANAGER® REPORT

BILLING/MEMBERSHIP DEPARTMENT

*  Assessment billsfor the January-June, 2008 assessment period totaling $2,617,935 were prepared
and mailed to the members by December 5th.

e 318 account files were forwarded to our collections attorney in early November for further
communication with delinquent members.

e  Membership counselors processed 2 new voluntary memberships during November.

e 2008 boat registration stickers are available in the Membership Office. Staff is preparing the
annual audit of the lakefront and dry storage boats for insurance and current registration
validation.

ACCOUNTING DEPARTMENT

* Interest ratesfor CDs continue to fall with the probability that the Federal Reserve will lower the
overnight lending rate at next Fed meeting in December. The 10 year bond is below 4%, with
high demand for Treasury bills driving lower rates.

* Enclosed in your packet is acopy of the current investment portfolio at Comerica Securities.

* Apped letter sent to Post Office after application requesting postage rate discount related to bulk
mailing of Noticia and Discovery publications was denied. Annualized impact of discount would
be $29K.

MEMBER /COMMUNITY RELATIONS
«  Along with Howard, attended Q_egisl ative ChangeOluncheon meeting sponsored by Rich Neuland
and firm. Counterparts from other associationsin attendance.
*  The December/January Noticiaand Winter Discovery was mailed to member homes on 11/29 with
information regarding the Parade of Lights, trout fishing and Y acht Club sage, Audrey SimenzO
recap of the sailing season.

SPECIAL EVENTS & RECREATION
e Thefirst trout fishing tournament in the 2007-08 Angler of the Y ear series was held on 12/1 with
50+ participants. The event was a big success. Once again Shimano American and Okuma Fishing
Products are graciously sponsoring the tournament series with donations of gear.

WEBSITE
*  Website statistics for November are enclosed in your packet. Year over year site visitsfor the
month are down 9% from November, 2006. The Lake® website has experienced 1,138,407 visits
since it debuted in 1999.

FACILITIES/EQUIPMENT (R&M &Etc)
*  Power outage on 10/20 from 9AM-4PM. No lights, phones, computers, etc while So Ca Edison
was making local infrastructure improvements.

CONTRACTUAL (BidsaCompliance aEtc)
* Received an 8.67% ($3,500+) rate increase request from Securitas (overnight security) for 2008
services. 4.59% increase was budgeted. Rate increase was negotiated down to 4.5%.

OPERATIONS MANAGER'S REPORT
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SPECIAL PRESENTATIONS/MEMBER-EMPLOYEE/COMMUNITY RELATIONS
e  Trout Opener held on 11/17....All renta (fishing) boats were out and on the lake by 6:25 AM.
e TheLMV Yacht Club hosted it Turkey Regattaon 11/9.
¢ 6 Clubhouse functions booked for November; 3 for December with another 2 pending.
+  Although somewhat impacted by rain, the 29" Annual Parade of Lights and Santa@ Arrival was a
success on 12/8.

LIFEGUARDS/SAFETY & HEALTH (Incidents alnspections 4Etc)

e TheLMV Patrol and Rescue Department was rated in compliance with USLA recommended
guidelines for advanced open water lifeguard agencies, and has agreed to maintain these standards
in the future, thereby demonstrating a commitment to providing a superior level of public safety in
the open water environment. Certification was approved by the USLA Board of Directorsin
November, 2007 and is effective through November, 2010.

*  BrendaJo Puepke, Hazardous Waste Specialist with the County of Orange Health Care Agency
conducted onsite inspection on 11/29. Zero violations observed.

BIOLOGY /LAKE INFORMATION (High 701.15 BLow 700.00 Operating Range)

Lake Elevation 700.44 feet above sealevel
Surface Water Temperature 61-63 degrees
Secchi Visibility 34 feet

September  October November 2007 Totd 07-08 Rain Season Total
(Jantodate)  (duly 1,07 Bduly 1, 08)

Purchased Water: 56.5 af 20.1af 30.4 & 3334 o
Actual Rainfall: 0.320 0.220 2.020 4.800 2.560
Usual Average Rain 0.140 0.750 1.200 13.650 2.170

¢ Onthetrout stocking days, the lake will be open to fishing until the stocking takes place. Once
the stocking is completed, fishing will not be alowed for the rest of the day.

Trout Stockings November 13, 2007 9,000 Ibs (Chaulk Mound Trout Ranch, NE)
November 27, 2007 4,000 Ibs (Mt Lassen Trout Farm, CA)
December 11, 2007 4,000 Ibs (Mt Lassen Trout Farm CA) 100 tagged
December 27, 2007 4,000 Ibs (Chaulk Mound Trout Ranch, NE)

MAINTENANCE / BOAT RENTALS/LANDSCAPE / FACILITIES/ TRAINING
*  November, 2007 Boat Rental Statistics and Landscape updates are included in your packet.
e  Administration Building interior painting work began 11/28.

SECURITY ISSUES

e OC Sheriff Department was on site on 11/21 in response to recovery of stolen fishing tackle which
was taken on 8/30E. Property was identified in possession of ateenager. Sheriff intervened,
coordinated return of property to owner, and released suspect to his mother.

*  With seasonal increase in fishing activity, lifeguards have been busy checking ID Cards, and
responding accordingly in instances where individuals were unable to produce proper
identification. (Jeff Miklaus stated that he would like to see count detail regarding fishing guests
who gain lake entrance without obtaining afishing pass. Chris Graham responded that information
tracked/maintained would be reviewed and provided).

CONTRACTUAL (Bids &Compliance 4Etc)
+  Received 3.0% ($437 per month) rate increase request from OGonnell Landscape for 2008
services. 3.0% increase was budgeted.
* Along with Howard, met with Mike Khamis Sr to coordinate beverage & snack service to be
offered at Santa@ Arrival/Parade of Lights Event. Also reviewed equipment replacement needs in
connection with Reserve Study schedule.
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OLD BUSINESS

Proposed Triathlon

Chris Graham stated that terms and conditions, as presented to BOD for proposed triathlon, have been
forwarded on to Bill Leach. He initially expressed some concern regarding the fee structure, but indicated
that his organization was, in fact, ready to move forward with signing a contract. After Pelican Coast
Events meets in December with the City, and if they receive Council approval, then we will draft LMV A
agreement for review.

USMC Appreciation Day Proposal Update
Dave Kerr stated that, to this point, Daniel Dobbs has still not yet firmed up plansfor this event. Staff will
provide the Board an update if and when adate is booked.

Handheld Scanner Purchase for Gate/Event Check-1n

Dave Kerr stated that earlier this year, the Board approved the purchase of stationery barcode readers for
installation of an upgraded Gate Access V erification System. In connection with that purchase, handheld
scanning equipment, to check in walk-in traffic, has also been researched. In an effort toward continuing
the upgrade of LMV A gate security aswell as to capture more accurate attendance/visit counts, | am
requesting approval to spend an amount not to exceed $2,500 for purchase of three (3) handheld barcode
readers, with funds coming from Capital Expenditure Account #6000. Diane Lincoln made a motion to
approve purchase of the handheld scanners. Second, Jane Chadburn. Vote carried: 4-0-0.

NEW BUSINESS

2007 Operating Income Surplus Allocation

Howard Sandler stated that the Board must take action to all ocate surplus operating income prior to the
close of 2007 financial books. Projected surplus at year-end will be $620,000+. Allocation options include
replenishment of Contingency Reserve Account #2047 to $250,000, funding of Long Term Reserve
Account #2046 and/or funding of Capital Expansion A ccount #2045. After general discussion, Jane
Chadburn made a motion to allocate surplus income from Fiscal Y ear 2007 to the Balance Sheet as follows:
Contingency Reserve Account #2047 brought back to $250,000 balance; $175,000 allocated to Long Term
Reserve Account #2046; ba ance of surplus allocated to Capital Expansion Account #2045. Second, Diane
Lincoln. Vote carried: 3-1-0.

Admin Building & Club Room Carpet Replacement

Chris Graham stated that the existing life of the Admin Building carpet has been extended 13 years beyond
itsorigina life expectancy. The carpet, at almost 20 yearsold, is dated. Its condition is extremely poor with
seams splitting, and stains resurfacing within aweek of every professional cleaning. In order to compliment
freshly painted walls and ceilings, further present a professional office image, and show that thisfacility is
being properly maintained, Mr. Graham requested approval to purchase and have installed commercial
grade carpeting, pad and cove base in this building aswell asin the Y acht Club Room of the Maintenance
Building at cost of $6,632.39 and $1,879.50 respectively. An additional cost of $1,400 covers the move-out
and return of furniture, file cabinets, etc. Total cost including the moving will be $9,911.89. Mr. Graham
asked that an additional $1,088.11 be made available if needed for atotal not to exceed $11,000. Thereis
currently $22,640.15 in reserve for this project. Purchase and project work coded to Long Term Reserve
Account #2046 would be awarded to Perfect Floors. Diane Lincoln made amotion to approve and proceed
with the recommended carpet replacement. Second, Jane Chadburn. Vote carried: 4-0-0.

Boat Rental/Retail Sales Concept Modifications

Howard Sandler stated that pursuant to project discussions regarding Boat Rental and Retail Sales
Operations enhancements, improved customer service and labor cost containing efficiency opportunities,
the Long Term Planning Committee is recommending minor construction work be initiated in the Sales
Office/Lobby aswell as on the Boat Dock. In summary, the first compartment of the Dock House would be
modified to accommodate boat rental transactionsin close proximity to the boats, retail merchandise
display fixtures and sales activity would be built out and relocated into the Reception Lobby for increased
visibility as well as accessibility, and the existing Sales Office would be converted into needed office space
for Sales and Recreation personnel.




Projected results of this plan include dock-side rental convenience for members, increased retail sales
potential, and cross-utilization of rental/dock staff as well as sales/recreation staff. Newly gained
efficiencies thru reduced staffing needs are projected to result in approximate labor cost savings of at least
$43K annualy at current rates. Mr. Sandler stated that the Committee recommends that Boat Dock
modification at an estimated cost not to exceed $35,000 and Retail Merchandise Operation build-out and
office conversion at an estimated cost not to exceed $30,000 for atotal estimated project cost not to exceed
$65,000, subject to competitive bids, be approved in order for all work to be completed by April @8 in time
for al affected departments to efficiently gear up for summer activity. Monies are requested from Capital
Expansion Account #2045. Jane Chadburn made a motion to approve and proceed with the recommended
modifications to the Dock and Retail Operations, with Staff directed to secure competitive bids to meet
project target dates. Second, Diane Lincoln. Vote carried: 4-0-0.

General Liability Insurance Term Re-Write

Dave Kerr stated that a cancel/re-write with Gemini Insurance Company (incumbent) or switchover to
Resort Guard for general liability coverage has been in the works to establish a new effective term start
date of 12/15. This term will be much more consistent with budget/fiscal year timing, and will, at very
least, alow LMVA to take advantage of premium rates without an increase for 21 months (past 9 months +
another 12). In fact, annua premium will be reduced by almost $8K. As such, Mr. Kerr recommended that
the Board approve terms with Resort Guard (improved coverage) at this time rather than waiting for
another April start date at which time rates may increase, and policy year would continue to remain out of
sync with fiscal year. Jeff Miklaus made a motion to approve and proceed with the recommended policy
change. Second, Jane Chadburn. Vote carried: 4-0-0.

Office Furniture/Cabinet Purchase

Dave K err stated that in order to further improve the appearance of LMVA® Administrative Offices, and
provide staff with appropriate furniture, anumber of desks, chairs, storage units, etc are in serious need of
replacement. Very nice pre-owned furniture can usually be purchased from warehouse outlets at afraction
of new retail cost. With year-end approaching, $5,309 of 2007 budgeted Capital Expenditure A ccount
#6000 funds have not been earmarked for a specific purchase/project and remains unspent. To address
office needs, and inasmuch as this expense has aready been projected into year-end numbers and resulting
surplus, Mr. Kerr requested approval to spend same amount not to exceed $5,309 on furnishings to
continue the upgrade of the Association® office image. Diane Lincoln made a motion to approve and
proceed with this furniture expenditure. Second, Jeff Miklaus. VVote carried: 4-0-0.

Flatbed Utility Truck

Chris Graham stated that LMV AG existing Flatbed Truck is in need of replacement. Mr. Graham indicated
that the best available replacement option would be a T-Mag X C Utility Truck with an extended Cab, and
requested approval for this vehicle to be purchased from Mag International for a cost not to exceed
$12,100.00 with funds coming from Long Term Reserve Account #2046. Jeff Miklaus made a motion to
approve purchase of the vehicle. Second, Diane Lincoln. Vote carried: 4-0-0.

Back Up Party Boat Motor

Chris Graham stated that this past summer, a back-up party boat motor purchased in November, 2005 was
placed in permanent service. Assuch, Mr. Graham requested approval to purchase one system 200, 2.5
HP, 36 volt GE Motor along with a 36 volt charger for a cost not to exceed $4,655.00. Motor will be
purchased from Ray Electric Motors with funds to come from Long Term Reserve Account #2046. Jeff
Miklaus made a motion to approve purchase of the back-up motor. Second, Diane Lincoln. Vote carried:
4-0-0.

2008 Snack Bar Contract

Howard Sandler stated that immediately after the summer, Mike Khamis Jr of Tony® Sea L anding asked to
be placed on the October Board Meeting agenda to seek an agreement to operate LMVA® Snack Bars
again in 2008. At that point, he was advised that the facilities had not yet been fully cleaned up, that a
review/debrief of the 2007 operating season would need to take place and that terms would need to be
discussed before this topic could be agendized. To this point in time, he has not yet asked again to stand
before the Board for approva to operate in 2008. Mr. Sandler indicated that while ample time still existsto
reach an agreement, it is advisable for Staff and Board to initiate internal dialogue pertaining to the
structure of future contract terms and conditions.




Mr. Sandler further stated that, at Association expense, LMV A staff is actively involved in getting the
Snack Bars up and running each year as well as properly shut down after the season. Numerous repair
expenses are paid for by LMV A during the season to keep foodservice equipment operating. Equipment
repairs during the 2007 summer operation cost $2,364, while facility maintenance costs before and after the
season totaled another $3,000 in labor and supplies. Additionally, $2,427 was spent on equipment
purchases. To this point, LMV A has foot the cost of each of these bills, and has not asked for
reimbursement or sales commissionsin return. Consistent with the norm in the contract foodservice
industry, Mr. Sandler recommended that LMV A proceed in determining an equitable commission rate to be
applied to total F& B Sales, net of sales tax. In order to properly evaluate what commission level isfair for
both the operator and LMV A, F&B Salesrecords will need to be tracked, maintained and shared with
LMVA on an ongoing basis. Maintenance and review of such data should also help identify opportunities
for the foodservice operator to grow their revenues and profits.

Asthistopicisjust informational at this time, no action is required; however Mr. Sandler asked if anyone
has input pertaining to this matter. A brief discussion then ensued and consensus was that, going forward,
LMV A should receive a monetary return from contracted foodservice activity. As such, the Board directed
Staff to compare terms with other similar seasonal operations, and then negotiate the 2008 agreement
accordingly.

Y acht Club Insurance Policy

Fred Mellenbruch initiated discussion regarding providing financial support by LMV A, consistent with past
practice, to the Yacht Club to help subsidize LMVY C operational expenses. Jeff Miklaus made a motion to
allocate funds not to exceed $3,600 for such purpose. Second, Jane Chadburn. Vote carried: 4-0-0.

Adjournment: There being no further busness, this meeting of the Lake Misson Vigo
Assodation was adjoumed at 8:30 PM.

Attest: Secretary




