%at Dove Mountain

MEMORANDUM

Date: July 14, 2008
To: Board of Directors
From: Jeff Ziegler, General Manager

Subject: Renovation Update

At this point in this project so much of the Clubhouse is torn up that is best described as
organized chaos since we are working on so many fronts simultaneously. The Tortolita Room, east
restroom and the new administrative offices have passed inspection and will be occupied by the end of
this week. When that transition takes place, the lobby will close for demolition and renovation. The
kitchen has progressed to the point that Arizona Restaurant Supply is installing equipment. | have never
seen so much shiny new stainless steel in one place. It is unfortunate that residents will not see the most
dramatic changeover in the entire project behind the kitchen doors. We will plan to offer tours to
residents in the Fall when all the kinks are worked out.

The patio has taken on a life of its own. There is so much being built on the patio that | would
characterize the patio as being built as more of a building without an outside wall. A full roof built on
top of the current steel, natural gas under the ceiling, electrical, water, and radiant heaters, misting
system — are all components of ®&tio on the GreenThen there is a beautiful grill and prep station
being constructed outside on the west end. We initially thought the patio might open before the Grill, but
the magnitude of construction and the Health Department nixed that plan. Now we believe it is more
realistic to think the patio will open in mid —August at the earliest or simultaneous to the Grill and bar.

Contractors are making significant progress in the Ballroom where primarily the electricians are
working above the ceiling grid. Since we do not have our first scheduled event in the Ballroom until
August 30, this gives us a little breathing room. We have added more incandescent can lighting in the
ceiling to eliminate the dark spots that have hampered our banquets since we opened in 1997. Moreover,
to address the acoustics in the Ballroom and Grill, we have upgraded the drop-in ceiling tile to a
significantly higher acoustical rating.

Our biggest challenges of late are addressing the unknowns of renovating an old building. The
former as-built drawings do not always reflect what contractors find inside the walls and ceilings. Some
new restaurant equipment has different electrical requirements causing us to increase breaker panels anc
move switches. And then with building code changes for plumbing hook ups, we find that we need more
internal backflow preventors, including stainless steel backflows for the 4 new soda stations in the Grill.
Ceiling tiles replacement through out the building is increasing our cost as well. Initial thoughts for the
Clubhouse were to reuse ceiling tile. But we have found that the mix and match approach was leaving
rooms with an unfinished look. Moreover, even though the existing kitchen roof was replaced last year,
the number of new roof penetrations cut due to the moving of equipment within the renovated kitchen
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have forced us to replace the existing kitchen roof again within one year at a cost of $16,272.37. These
area examples of issues that are creating change orders that are cutting into our contingency line items
on our budget. For your information the Phase Il Shell & Patio approved project change orders as of
7/2/08 total $31,751.00. The change orders for the Phase Il tenant improvement project through
7/09/08 total $41,741.40 with over $26,000 of that amount assigned to upgrades in acoustical ceiling
tile. The Executive Team is closely monitoring change orders, since between the two phases we have
$120,000 allocated for C.O.s.

| personally am spending considerable time evaluating new furniture, fixtures and equipment
(FFE) needs. We are prioritizing the purchases that we feel we will need first in the Grill, and the
Ballroom. The entire restaurant furniture will ship the week of Julya2idl the Ballroom tables and
chairs are scheduled to arrive on August. 1Window treatments for the restaurant and Clubhouse were
ordered this past Monday. Since the $341,000 provided in the budget for FFE is significant, | have
attached a breakdown budget allocation that supports that number to which we track our expenditures.
While decisions in this regard are being made weekly, we also continue to dispose of old furniture with
limited success. Just last week 12 restaurant tables and 48 chairs were sold and headed for San Carlos,
Mexico, from our posting on “Craig’s List”. | anticipate that much of our old furniture that has not been
sold by September will head to an auction house for liquidation.

Below you will find our current costs to dalehe change orders are being tracked but in the attached
June 30 Budget Summary they are still imbedded in the original costs for both Phase Il and Phase llI.
That will be corrected over the next month.

March Budget Costs to Date
Phase | — Fitness Center $ 375,812 $ 378,097
Phase Il — Kitchen Shell. Storage Shell, Patio 272,671 88,886
Phase Ill — Clubhouse Tenant Improvement 1,951,542 305,699
Consultants & Additions 176,850 141,250
TOTAL: $2,776,875 $ 913,933
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