The Phase 5 Lagoon Committee is pleased to present the following update on
Lagoon Reconstruction work.

Thanks go to the following for their input and support throughout a long and
difficult process:
Phase 5 Neighborhood Representatives:
Bill Mitchell -- Aster Fields
Rich Barton -- Basket Walk
Don Olexa — Murray Hill
Janet Bolno — Water Lily Cove

Thanks also to the residents of Phase 5 for their perseverance and assistance.
And very special thanks to civil engineers Tim Doyle and Ray Koenig, both Sun

City residents, for their sound input and professional advice to the Phase 5
Lagoon Committee and invaluable assistance to all residents of Phase 5.

THE PHASE 5 LAGOON COMMITTEE:

Rick McCollough, Chairman

Aster Fields Basket Walk Murray Hill Water Lily Cove
John Ott Howard Johnson Don Cammerata Bob Ferrante
Warren Peluso Bill Abel Dick Williams Rocky Hughes
Bruce Reid Jim and Alice Lee

Vince Russo

Dick Beckert

Ken Hodge

Ron Baranowski
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Introduction

During the past three years, the Phase 5 Lagoon Committee, including members
of the Aster Fields Grounds Committee, has worked in support of residents to get
Pulte Homes to fix the severe problems with lagoons and storm water drainage in
Sun City Hilton Head's Phase 5 neighborhoods (Aster Fields, Basket Walk,
Murray Hill and Water Lily Cove). The purpose of this report is to provide a
summary of the status of the situation by answering the following questions:
How serious were the problems with lagoons in Phase 5; what work has been
done to address the problems; who paid for the work; and how much did it cost ?

In a December 11, 2009 newsletter from Clifford Hudsick, Sun City Board
Member and Secretary, Mr. Hudsick answers a question about these problems
from a resident:

“Who is paying for all the deepening and repair work that has been going
on in several of the newer lagoons that were improperly built? Secondly,
who is paying for all the landscape repair and re-sod work that has to been
done to repair the damage done by the heavy equipment during the lagoon
restoration work? | notice CAM trucks and crews repairing the damage
along the Red Dam road lagoons that were recently repaired so | wondered
whether CAM or Pulte is footing the bill.”

Mr. Hudsick responded by saying, “After requesting information from the
developer Pulte, | responded by indicating that Pulte is paying 100 percent
of all lagoon work, as well as all landscape repairs.”

For a long time, Pulte had refused to acknowledge the need for much of the
corrective work on the Phase 5 lagoons. But the Phase 5 Lagoon Committee,
working hand-in-hand with residents, and the support and assistance of
neighborhood representatives from Phase 5, continued to push hard for a
resolution to the issues. The Committee spent an extensive amount of time
gathering input from residents and experts to clearly define the problems and
what was needed to solve them.

Residents were concerned with the condition of nearly two-thirds of the 32
lagoons in Phase 5. Many of these conditions were the result of construction
deficiencies. Key concerns included shallow pond bottoms and low water levels
that were inconsistent with the development plans approved by the South
Carolina Department of Health and Environmental Control (DHEC) in 2005, and
resulted in the unsightly appearance of many lagoons. Among a variety of other
problems were leaking water level control structures, premature overflow of
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certain lagoons during rain events and the lack of embankments to protect
adjacent wetlands.

Homeowners were worried that these problems would have a negative effect on
property values, and that residents would end up paying for the necessary
repairs through increases in annual Community Association (CA) fees. These
problems should also have been a concern for all residents of Sun City Hilton
Head. Because of the interconnected nature of lagoons as a major component
of the storm water drainage system throughout Sun City, any poorly built lagoons
weaken the capacity of the system to handle storm water drainage and protect
our homes.

Finally, the Phase 5 Lagoon Committee won agreement from the South Carolina
Department of Health and Environmental Control (DHEC) to hold a Public
Hearing on the matter. During the January 20, 2009 Public Hearing, attended by
a capacity crowd of 540 residents at Magnolia Hall, Pulte agreed to complete the
construction and correct the problems.

After the Public Hearing, meetings with Pulte and DHEC continued to more
clearly define the needed work. From April to December 2009, the Phase 5
Lagoon Committee worked with Pulte and DHEC to closely monitor the corrective
work for each lagoon on a daily basis and ensure that it was completed.

Thanks to the successful efforts of the Phase 5 Lag  oon Committee, Pulte
also agreed to pay for the work. As a result, Sun City residents do not__
have to pay.

Pulte began work on the project in April 2009. Except for a short “punch list,”
construction work to bring the storm water drainage system into compliance with
the plans approved by DHEC in 2005 is now substantially complete.

If Pulte had continued to resist doing the work, the severe problems with
improperly built lagoons would still need to be corrected. Our Sun City
Community Association (CA) would then have had to c arry out and pay for
the project using funds from our homeowner assessme nt fees. In other
words, if Pulte had not done the work, each Sun Cit  y resident, whether they
live on a lagoon or not, and whether they live in P hase 5 or not, would have
been paying the very substantial costs of the corre ctive work. This could
have resulted in further increases in annual assessment fees, delaying
other needed maintenance work in Sun City, or both.
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Cost Estimate for Lagoon Correction s

Although it is not known exactly how much Pulte and its contractors spent during
2009 to complete the work, the Phase 5 Lagoon Committee, with the assistance
of professional engineering consultants, has compiled a summary of major work
items completed and the cost of each.

Examples of work items included dredging of 12 lagoons, rebuilding and
repairing leaks in 12 (water level) control structures, rebuilding lagoon
embankments for 7 lagoons, improving wetland drainage in certain areas and
providing landscaping to restore disturbed areas. Other major work included
installation of nine 30-to-36-inch pipes under Red Dam Road and two other
locations to improve wetland and storm water drainage, and repair leaks in the
storm drain system to allow water levels in 7 lagoons to rise to the required levels
in the 2005 DHEC-approved plans.

The cost estimate presented in this report is based on the fact that if Pulte had
not done the work, the severe problems with improperly built lagoons would still
need to be corrected, and our CA would have to be responsible for the work.

The estimate outlines the cost of the project, in today's dollars, assuming o ur
CA had to contract for the work and pay for it. Since our CA is equipped to
focus on maintenance rather than construction work, this would have been a
significant, and difficult, job for the organization to undertake. For this reason, it
is likely that the cost of the work would have been higher if the CA had to
undertake the project. In addition, given the magnitude and cost of the work, it
would have very likely delayed other much needed maintenance work in Sun
City. Additional figures are also provided that show the effects of inflation on
these costs if completion of the corrective work by the CA was delayed 5 years or
10 years.

The important thing for Sun City residents is that since the Phase 5 Lagoon
Committee and Aster Fields Grounds Committee were s  uccessful in getting
Pulte to pay for the work now, homeowners will not ___ incur the cost for this
project. The very substantial cost savings for each rooftop in S un City are
also indicated in the estimate.

Thanks go to Pulte for agreeing to make the repairs, and providing a strong effort
to address the deficiencies with the lagoons in Phase 5.
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Cost Estimate Details

The following cost estimate details should give homeowners a pretty good idea of
the scope of the work involved in this project. Admittedly, the work got off to a
slow start. It took awhile for the heavy equipment operators to learn how to
effectively maneuver the equipment in gumbo (a.k.a., muck). However, once
they “got up the learning curve” the work began to progress very well. By the
time they neared the end of the project, they had significantly reduced the time it
took to dredge each lagoon. The estimates reflect the cost impact to all SCHH
Homeowners if Pulte Homes had not undertaken the Phase 5
Lagoons/Stormwater Drainage System Reconstruction Project.

The Baseline (Year 2009) is the Phase 5 Lagoon Committee’s estimate of what
the project would have cost each SCHH household if our Community Association
had to undertake the project on its own this year, using homeowner assessment
fees. Due to the high costs involved, this could have even included a special
assessment for each Sun City rooftop.

Since Pulte Homes did finally undertake and fund the project, the cost estimates
below reflect the probable range of cost savings for each SCHH rooftop.

The +5 Years Out and +10 Years Out costs, shown only in the “Summary”
worksheet, reflect the cost impact if we did not do the project in 2009 but then, at
some point in time, had to do the corrective work because of worsening drainage
problems and/or the community was mandated to fix the lagoons by DHEC-
OCRM or some other government agency.

The range of cost savings per rooftop would be $394 to $756 based on when the
project started and the actual negotiated contract cost.
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Estimate of Project Cost
(at today's prices)

Description Low Est. High Est.

Dredge 12 Phase 5 Lagoons - #150, 153, 154,
157,164,172, 174,175,176,178,182,183 $ 1,200,000 |$ 1,375,000
(Estimate $100K to $125K per lagoon)
Repair 12 Control Structures
(Estimate $1500 to $2000 per Control Structure) $ 18,000/ $ 24,000
Rebuild/Complete construction of lagoon
edge/embankments adjacent to wetlands on 7 $ 175,000 |$ 350,000
lagoons. (Estimate $25K to $50K per lagoon)
Install nine 30-to-36-inch pipes under roadways in $ 60.000$ 80,000
three locations to correct/improve wetland drainage.
Perform maintenance of logging ditches in several
locations to facilitate wetland drainage $ 5000/ % 10,000
Repair leak in curb inlet weir near lagoon #159 to
allow water levels in 7 lagoons to rise to the required |$ 7,500 $ 12,000
levels.
Cost of work by consultants, including Thomas &
Hutton Engineering, Sligh Environmental, surveyors |$ 500,000 | $ 750,000
and other firms.
Cost of recovering fish from lagoons that had to be
drained prior to dredging. (Estate Mgmt. Services) $ 5000/ % 10,000
Landscaping - including sod installation,
hydroseeding, other seeding, Enkamat materials;
replacement of damaged shrubs/plants; also, repair off $ 75,000 $ 125,000
irrigation systems to restore areas damaged by
construction activities.
Project Management resources including contracting
and staff support applied to project. (estimate 2.5 $ 234,375 | $ 281,250
people for 10 mos.)
Miscellaneous/Unexpected Expenses $ 150,000 |$ 250,000
Estimated Project Expenses = $ 2,429,875 | $ 3,267,250
15% Profit Margin (Contractors/Consultants only) $ 329,325 | $ 447,900
Total Estimated Project Cost $ 2,759,200 | $ 3,715,150

Based on 7000 rooftops in SCHH: $ 304$ 531

Estimated cost of this work for each rooftop =
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SUMMARY: Baseline, 5Yr & 10Yr Out Estimates

Timing of Proiect: Baseline +5 Yrs Out | +10 Years Out
9 ject. (Year 2009) | (Year 2014) | (Year 2019)
Number of Rooftops Involved: 7000 7500 8000
Cost impact of waiting to do this work 0 0
(Assuming a 5% Yearly Inflation Rate) 0 28% 63%
Estimated Cost (Low Range) $ 2,759,200 | $ 3,521,516| $ 4,494,446
Estimated Cost/Rooftop
(Low Range) $ 394 $ 470 $ 562
Estimated Cost (High Range) $ 3,715,150 | $ 4,741,577 $ 6,051,588
Estimated Cost/Rooftop $ 531 $ 632 $ 756

(High Range)
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The following bar chart displays the “Cost Estimate s/Rooftop” data from the preceding
Summary Chart in a more visual format.

Range of Cost Estimates/Rooftop
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What Were Residents Complaining About?

Presented below are a series of before-and-after photos _that clearly illustrate
the severity of the problems with lagoons in Phase 5 that residents and the
Phase 5 Lagoon Committee have been complaining about since 2006. The
examples show the condition of several lagoons after the ponds were drained
and prior to dredging. What was discovered was worse than anyone expected.
A number of lagoons were only "half-dug” or "half-constructed" with large
portions of the ponds that were only a few inches deep. Residents were clearly
justified in complaining about these poorly built lagoons for which they had paid a
substantial lot premium. The photos clearly speak for themselves.
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Additional Construction Photos

The additional photos below show some other aspects of the reconstruction project.
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Other Sources of Phase 5 Lagoon Information

1. www.myschh.com/lagoons
This website provides access to several relevant items:

a. “Phase 5 Lagoons Reconstruction Update”, Decembe r 2009
A copy of this report by the SCHH Phase 5 Lagoon Committee is included on
this website.

b. “Phase 5 Lagoon Committee Report”, January 2009

This extensive 45-page report documents a myriad of information concerning our
efforts to have the Phase 5 Lagoons that we knew had problems reconstructed
by Pulte.

The report is stored in both low-resolution (small file size) and high-resolution
(large file size) versions. The low-resolution version will download faster than the
high-resolution version. Download time will depend upon your computer and
your contracted ISP (Internet Service Provider) download speed.

c. Civil Engineers Report, Tim Doyle
Mr. Doyle’s report is a supplement to the “Phase 5 Lagoon Committee Report”
and contains relevant technical details that were instrumental in achieving a
successful outcome for this project.

d. Lagoons Maintenance Iltems Map
A map of the Phase 5 lagoons and their locations

e. Lagoons Maintenance Items List
This list, titled - “Del Webb Phase 5 Lagoon Maintenance Items December
18, 2008” shows what Pulte Corp committed to doing at that point in time.

f. US Army Corps of Engineers, Charleston District
Directs you to the website of the USACOE district that is responsible for covering
our area of the country.

2. www.schhphase5lagoons.blogspot.com
This site provided a current (usually daily) status of the reconstruction work on the
Phase 5 lagoons. It was intended to serve as a repository for a two-way exchange of
relevant information from all interested parties regarding the work being done. Refer to
the Post of May 26, 2009 describing the “Background, Goal, and Mission” of the site.

3. www.scdhec.gov/environment/ocrm
Takes you to the DHEC Office of Ocean and Coastal Resource Management website.
DHEC-OCRM is responsible for protecting and enhancing our State's coastal resources
by preserving sensitive and fragile areas while promoting responsible development in
the eight coastal counties of South Carolina.

End Of Report
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