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exception of Pasta and Crazy Eight Nights this year). No menu price increases are planned for
2012 at this time.

5. The “Allowance” for Bad Debt was increased from $50,000 to $65,000 in 2011 and that level is
being forecast again for 2012, reflecting the current level of bad debt from homeowners who are
delinquent on assessment payments and foreclosures on some homes this year.

6. Net operating expense for the Association has increased just $74,845 (or §1.87 per homeowner
per month) for 2012. Savings were determined in several areas, including salaries, medical
insurance expenses and 401(k) match contributions. Additionally, Recreation ($5,000 overall
savings), Landscaping ($100,000 savings due to reduction of Landscape Extras — Low Water
planting funds) and other “line item” savings.

7. The planned member contribution funding for Reserves for 2012 was decreased from $1,567,500
in 2011 to $1,326,850 in 2012. However, the Board has elected to earmark $2.00 per
homeowner per month (total of $79,848) of additional funds to the Capital Improvement Fund.
The Board also transferred $200,000 from Repair and Maintenance Reserves to the Capital
Improvement Fund. This will add $279,848 to the Capital Improvement Fund in 2012 in
addition to the funds that flow in from home resales. The renovation of the Main Clubhouse front
and rear exteriors will be the main beneficiary of these funds.

The “Ending Balance” of Reserves in 2011 is projected to be approximately $8,534,319 (up from 2010°s
$7,685,563). The 2012 year-end Reserve Fund balance is projected to be 85% (up from 74% in 2011) of
the “Theoretically Ideal Ending Balance”, an amount considered very healthy for a large scale
development, such as Sun Lakes.

The 2012 budget incorporates all of the anticipated operating expenses necessary to continue the same
levels of service as are presently provided to the membership, including adding one additional Property
Services employee who will focus upon additional clerjcal duties necessitated by new legal requirements
for code enforcement.

The Board believes that the enclosed documents accurately reflect the financial needs of the Association
over the next fiscal year.

A copy of the summary pro forma 2012 operating budget (including a summary of the golf and food and
beverage operating budgets) is attached for your review along with a copy of the Association’s reserve
study executive summary and California Disclosure Summary. If you would like a copy of the complete
monthly pro forma operating budget you may pick one up at the Administration Office or request a copy
be mailed to you and it will be provided at no expense to the requesting party.

Also enclosed are copies of the Association’s Assessment and Billing Collection Policy (including the
fines and fees for delinquent payment), Alternative and Internal Dispute Resolution Policies,
Assessments and Foreclosure Policy, Reserve Study Disclosure, Rules Enforcement/Due Process
Procedures (which includes fines) and a summary of the Association’s insurance coverage. As part of



the annual disclosures we are also providing you with a copy of the requirements for association
approval of physical changes to your property (Civil Code § 1378 (c)).

Additionally, California Civil Code Section 1363 provides that any member of the Association has the
right to obtain copies of the minutes of the regular meetings of the Board of Directors. These minutes
are kept in the administration office next to the pro shop and are available for review during normal
business hours Monday through Friday. California Civil Code Section 1367.1(k) requires all
associations to advise their members of each owner’s right to submit a secondary address to the
association for the purpose of assessment collection, provided that the request is made in writing and
mailed to the association in a manner that shall indicate that the association has received the request.

The Board of Directors wishes to express its sincere appreciation for the thoughtful advice and counsel
provided by the members of the District Delegate Assembly, the Financial Advisory Committee and
members at large, who participated in the various public budget meetings. Suggestions and comments
received during the process were carefully considered in developing the budget to enhance and preserve
the assets of the Association and the Sun Lakes lifestyle that we all enjoy.

Sincerely,

By Direction of the Board of Directors

Mdry @nes, President John @lark, Treasurer




Sun Lakes Country Club Homeowners Association

2012 Master HOA Budget Summary

Adopted October 19, 2011

3327

2011 MO. BUDGET 2012 Variance
BUDGET COST ANNUAL MO/AMT | MO/COST Prev Yr
$ 218.00 NET HOMEOWNER ASSESSMENT $ 220.00 $ 2.00
8,906,261 TOTAL INCOME 8,981,106 748,426 224.96 0.9%

EXPENSES
336,250 8.42 | [COMMERCIAL FOOD & BEVERAGE 336,035 28,003 8.42 0.00
1,281,875 32.11 | |COMMERCIAL GOLF OPERATION 1,353,513 112,793 33.90 1.79
1,155,409 28.94 | |ADMINISTRATIVE 1,218,965 101,580 30.53 1.59
199,126 4,99 | |PROPERTY SERVICES 216,553 18,046 5.42 0.43
429,820 10.77 | |[RECREATION 424,708 35,392 10.64 (0.13)
576,387 14.44 | [LANDSCAPE 476,026 39,669 11.92 (2.52)
745,231 18.67 | [MAINTENANCE 699,048 58,254 17.51 (1.16)
589,296 14.76 | [PROPERTY PROTECTION 591,416 49,285 14.81 0.05
2,025,358 50.73 | |HOA UTILITIES 2,058,143 171,512 51.55 0.82
1,567,509 39.26 | [RESERVES 1,606,699 133,892 40.24 0.98
8,906,261| 223.08 | |TOTAL EXPENSES 8,981,107 748,426 224.96 1.88
(202,819) (5.08)| |(LESS) NON ASSESSMENT INCOME (197,767) (16,481) (4.96) 0.12
8,703,442 $218.00 | [NET HOMEOWNER ASSESSMENT 8,783,340 731,945| $ 220.00 $ 199

NOTE: This is a Summary of the Budget. The complete budget is available for review at the business office

of the Association. Copies of the complete budget will be provided upon request at no charge to

homeowners within (5) days of the request.

W:\1 New Files\Budgets\2012\2012 Sunlakes Budget Summary-Final HOA




Sun Lakes Country Club Homeowners Association

2012 Restaurant & Lounge Budget Summary

Adopted October 19, 2011

3327
2011 MO. BUDGET 2012 Variance
BUDGET COST ANNUAL MO/AMT MO/COST Prev Yr
INCOME
1,066,200| 26.71 RESTAURANT INCOME 1,132,400 94,367 28.36 1.66
282,762 7.08 BAR & LOUNGE INCOME 293,202 24,434 7.34 0.26
1,348,962 33.79 TOTAL FOOD & BEVERAGE INCOME 1,425,602 118,800 35.71 1.92
EXPENSES
1,458,414 36.53 FOOD, LABOR AND EXPENSES 1,516,167 126,347 37.98 1.45
224,198 5.62 BAR BEVERAGES, LABOR AND EXPENSES 245,471 20,456 6.15 0.53
1,682,612 42.15 TOTAL EXPENSES 1,761,638 146,803 44.12 1.98
(333,650)| (8.36)] |NET INCOME (EXPENSE) (336,035) (28,003) (8.42) 0.06
Sun Lakes Country Club Homeowners Association
2012 Golf Course & Golf Shop Budget Summary
Adopted October 19, 2011
2011 BUDGET 2012
BUDGET ANNUAL MO/AMT MO/COST
INCOME
1,395,254| 34.95 GOLF COURSE INCOME 1,358,770 113,231 34.03 (0.91)
143,975 3.61 GOLF SHOP INCOME 150,675 12,556 3.77 0.17
1,539,229 38.55 TOTAL INCOME 1,509,445 125,787 37.81 (0.75)
EXPENSES
2,403,723 60.21 GOLF COURSE MAINTENANCE 2,436,190 203,016 61.02 0.81
120,505 3.02 GOLF SHOP 126,515 10,543 3.17 0.15
296,875 7.44 GOLF OPERATIONS 300,253 25,021 7.52 0.08
2,821,103| 70.66 2,862,958 238,580 71.71 1.05
(1,281,874) (32.11)] |[NET INCOME (EXPENSE) (1,353,513)|  (112,793) (33.90) 1.79

NOTE: This is a Summary of the Budget. The complete budget is available for review at the business office

of the Association. Copies of the complete budget will be provided upon request at no charge to

homeowners within (5) days of the request.

W:\1 New Files\Budgets\2012\2012 Sunlakes Budget Summary-Final F&B-GOLF




Sun Lakes Country Club Homeowners Association
Budgeted Operating Expenses 2012

COMMERCIAL FOOD &
BEVERAGE, 336,035, 4%

COMMERCIAL GOLF
OPERATION, 1,353,513,

RESERVES, 1,606,699, ~ 15%
18%

R

- e ADMINISTRATIVE,

e

HOA UTILITIES, 2,058,143,
23% t

PROPERTY SERVICES,
216,553, 2%

RECREATION, 424,708, 5%

y

LANDSCAPE, 476,026, 5%

PROPERTY PROTECTION, MAINTENANCE, 699,048,
591,416, 7% 8%



SUN LAKES COUNTRY CLUB HOMEOWNERS ASSOCIATION
Assessment and Billing Collection Policy

Prompt payment of Assessments by all owners is critical to the financial health of the Association, and to the
enhancement of the property values of our homes. Your Board of Directors takes very seriously its obligation
under the Declaration of Covenants, Conditions and Restrictions (CC&R’s) and the California Civil Code to
enforce the members’ obligation to pay assessments. The policies and practices outlined shall remain in
effect until such time as they may be changed, modified, or amended by a duly adopted resolution of the
Board of Directors. Therefore, pursuant to the CC&R’s and Civil Code Section 1365 (d), the following are the
Association’s assessment practices and policies:

1.

Regular monthly assessments are due and payable on the first day of each month. A courtesy
billing statement is sent each month to the billing address on record with the Association. However, it is
the owner of record's responsibility to pay each assessment in full each month regardless of the
receipt of a statement. All other assessments, including special assessments, are due and payable on
the date specified by the Board on the Notice of Assessment which date will not be less than thirty (30)
days after the date of notice of the special assessment.

Assessments, late charges, interest and collection costs, including any attorney fees, are the personal
obligation of the owner of the property at the time the assessment or other sums are levied (Civil Code
Section 1367(a); Civil Code Section 1367.1(a).

Assessments not received within fifteen (15) days of the stated due date are delinquent and shall be
subject to a late charge of ten dollars ($10.00) for each delinquent assessment per unit.

Any payments made shall be first applied to assessments owed, and only after the assessments owed are
paid in full, shall such payments be applied to late charges, interest, and collection expenses, including
attorneys’ fees, unless the owner and the Association enter into an agreement providing for payments to
be applied in a different manner.

A first notice of past due assessment will be prepared and mailed on assessments not received within
thirty (30) days of the stated due date. A twenty five-dollar ($25.00) charge for the late letter will be
made against the delinquent member’s account. Additionally, an interest charge at the rate of 12% per
annum will be assessed against any outstanding balance including delinquent assessments, late
charges, and cost of collection, which may include attorney fees. Such interest charges shall continue to
be assessed each month until the account is brought current.

If an assessment is not received within forty-five (45) days of the stated due date, the Association will
send a pre-lien letter to the owner as required by Civil Code Section 1367.1(a), by certified and first class
mail, to the owner's mailing address of record advising of the delinquent status of the account and
impending collection action. The owner will be charged a one-hundred dollar ($100.00) fee for the pre-
lien letter. In addition, the owner will also be charged a thirty-five dollar ($35.00) fee for each title
check requested and a fifty-dollar ($50.00) fee for the resolution.

If an owner fails to pay the amounts set forth in the pre-lien letter within thirty (30) days of the date of that
letter, a lien for the amount of any delinquent assessments, late charges, interest and/or costs of
collection including attorneys' fees may be assessed against the owner’s property. The owner will be
charged a two-hundred dollar ($200.00) fee for the preparation and recordation of the lien. After the
expiration of thirty (30) days following recordation of the lien, the lien may be enforced in any manner
permitted by law, including, without limitation, judicial or non-judicial foreclosure (Civil Code Section 1367
(e); Civil Code Section 1367.1(g)), subject to the limitations set forth below under “Additional Provisions to
Conform to Law” and as otherwise provided by law.

If the balance due is not paid within thirty (30) days of recordation of the lien, the matter may be
turned over to an attorney for legal action, including an action to foreclose the assessment lien

Revised delinquency policy effective January 1, 2012.
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and/or for a money judgment. The owner will be charged two-hundred fifty dollars ($250.00) for
preparing the matter to be sent to counsel.

9. An owner is entitled to inspect the Association’s accounting books and records to verify the amounts owed
pursuant to Corporations Code Section 8333.

10. In the event it is determined that the owner has paid the assessments on time, the owner will not be liable
to pay the charges, interest, and costs of collection associated with the collection of those assessments.

11. Any owner who is unable to pay assessments will be entitled to make a written request for a payment plan
to be considered by the Board of Directors. An owner may also request to meet with the Board in
executive session to discuss a payment plan. The Board will consider payment plan requests on a case-
by-case basis and is under no obligation to grant payment plan requests.

12. Nothing herein limits or otherwise affects the Association’s rights to proceed in any lawful manner to
collect any delinquent sums owed to the Association.

13. Prior to the release of any lien, or dismissal of any legal action, all assessments, late charges, interest,
and legal fees must be paid in full to the Association.

14. The delinquent owner will be responsible for all costs of collection, including attorneys’ fees, incurred by
the Association to collect any delinquent sums (Civil Code Section 1366 (e)).

15. All charges listed herein are subject to change without notice.
Additional Provisions to Conform to Law

Prior to the recording of a lien, homeowners that are delinquent will be sent a “pre-lien” letter. The pre-lien
letter will include an offer by the association to engage in informal dispute resolution upon receipt of a written
request within thirty (30) days of the pre-lien letter, pursuant to the association’s meet and confer program
required by Civil Code Section 1363.810, et seq.

Prior to recording of a lien, the Board of Directors will approve the recording of the lien in open session at a
regular or special board meeting.

The association may not foreclose unless delinquent assessments are greater than $1,800 or greater than
one year in arrears.

Prior to commencing foreclosure, the association will offer to engage in informal dispute resolution upon
receipt of a written request within thirty (30) days of the offer of such informal dispute resolution, pursuant to
the association’s meet and confer program required by Civil Code Section 1363.810, et seq. and will also offer
to engage in formal alternative dispute resolution with a neutral third party pursuant to Civil code section
1369.510, et seq.

Prior to commencement of foreclosure, the Board of Directors will approve the foreclosure in executive
session and note the approval in the regular minutes of the association without identification of the name of
the individual.

All foreclosures shall be subject to a ninety (90) day right of redemption.

Revised delinquency policy effective January 1, 2012.
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The following charges may be assessed in accordance with the Association’s Assessment and Billing

Collection Policy:

Fee and Penalty Procedures

Late Charge $10.00

Late Letter Fee $25.00
Pre-Lien Letter $100.00
Additional Pre-Lien Letters $50.00 each
Title Check Fee $35.00 each
Resolution to Record Lien $50.00

Lien Fee $200.00
Additional Lien mailings $50.00 each
Lien Release $85.00
Payment Plan Admin. Fee — $25.00
monthly fee

Attorney Package Preparation $250.00

& Monthly Monitoring

Returned Check Fee $25.00

In addition to the above, if a matter is sent to counsel for legal action, or to a collection service for foreclosure
or other action, the owner will be responsible for any attorneys’ fees and costs incurred by such action.

The mailing address for overnight payment of assessments is:

C/O PCM

23726 Birtcher Dr.
Lake Forest, Ca 92630

Revised delinquency policy effective January 1, 2012.

Page 3 of 3



SUMMARY REQUIRED BY CIVIL CODE SECTION 1363.850 - INTERNAL DISPUTE RESOLUTION
AND
SUMMARY REQUIRED BY CIVIL CODE SECTION 1369.590 (a) - ALTERNATIVE DISPUTE RESOLUTION

Pursuant to the requirements of California Civil Code Section 1363.850, the Association hereby provides you with
notice and a summary of the following Internal Dispute Resolution (“IDR”) and Alternative Dispute Resolution (“ADR”)
procedures, as stated in California Civil Code Section 1363.840 as follows:

INTERNAL DISPUTE RESOLUTION:
Either party to a dispute within the scope of Civil Code Section 1363.810-1363.850 may invoke the following

procedure:

1. The party may request the other party to meet and confer in an effort to resolve the dispute. The request shall
be in writing.

2. A member of the Association may refuse a request to meet and confer. The Association may not refuse a
request to meet and confer.

3. The Association’s board of directors shall designate a member of the board to meet and confer.

4. The parties shall meet promptly at a mutually convenient time and place, explain their positions to each other,
and confer in good faith in an effort to resolve the dispute.

5. A resolution of the dispute agreed to by the parties shall be memorialized in writing and signed by the parties,

including the board designee on behalf of the Association.

An agreement reached under those sections binds the parties and is judicially enforceable if both of the following
conditions are satisfied:

1. The agreement is not in conflict with law or the governing documents of the Association.

2. The agreement is either consistent with the authority granted by the board of directors to its designee or the
agreement is ratified by the board of directors.

A member of the Association may not be charged a fee to participate in the IDR process.

ALTERNATIVE DISPUTE RESOLUTION:

Under certain circumstances, all California community associations and their individual members are to offer to
participate in some form of Alternative Dispute Resolution (“ADR?”) prior to initiating certain types of lawsuits pursuant to
California Civil Code Section 1363.590.

Please be advised that Civil Code Sections 1363.840 and 1363.590 could be subject to different interpretations, as
the statutory language has not yet been interpreted by any court. Each homeowner should consult with his/her own attorney
regarding appropriate compliance with the statute.

l. SCOPE OF STATUTE:

Civil Code Section 1369.510 (a) defines “Alternative Dispute Resolution” as mediation, arbitration, conciliation,
or other nonjudicial procedure that involves a neutral party in the decision making process. The form of ADR chosen may
be binding or non-binding with the voluntary consent of the parties. Civil Code Section 1369.510 (b) defines “Enforcement
Action” as a civil action or proceeding, other than a cross-complaint, filed by either individual homeowners or community
associations, for any of the following purposes:

A. Enforcement of the Davis-Stirling Common Interest Development Act, Civil Code Section 1350, et seq.

B. Enforcement of the California Nonprofit Mutual Benefit Corporation Law (commencing with Section
7110 of the Corporations Code).

C. Enforcement of the governing documents of the common interest development.

The Association or an owner or member of the Association may not file an Enforcement Action in the superior
court unless the parties have endeavored to submit their dispute to ADR pursuant to Civil Code Section 1369.510.

Civil Code Section 1369.510 only applies to an Enforcement Action that is solely for declaratory relief, injunctive
relief, or writ relief, or for that relief in conjunction with a claim for monetary damages not in excess of five thousand
dollars ($5,000). This section does not apply to a small claims action and except as otherwise provided by law, this section
does not apply to an assessment dispute.

. COMPLIANCE PROCEDURES:
The ADR process is initiated by one party serving all other parties with a “Request for Resolution,” which shall
include all of the following:




A A brief description of the dispute between the parties.

B. A request for alternative dispute resolution.

C. A notice that the party receiving the Request for Resolution is required to respond within 30 days of
receipt or the request will be deemed rejected.

D. If the party on whom the request is served is the owner of a separate interest, a copy of Civil Code

Sections 1369.510-1369.590.

Service of the Request for Resolution shall be by personal delivery, first-class mail, express mail, facsimile
transmission, or other means reasonably calculated to provide the party on whom the request is served actual notice of the
Request.

The party on whom a Request for Resolution is served has 30 days following service to accept or reject the
Request. If the party does not accept the Request within that period, the Request is deemed rejected by that party. If the
party, on whom a Request for Resolution is served, accepts the Request, the parties shall complete the ADR within 90 days
after the party initiating the Request received the acceptance, unless this time period is extended by written stipulation
signed by both parties. The costs of the Alternative Dispute Resolution shall be borne by the parties.

Statements, negotiations and documents made or created at, or in connection with, ADR (except for arbitration)
are confidential.

If a Request for Resolution is served before the end of the applicable time limitation for commencing an
Enforcement Action, the time limitation is tolled during the following periods:

A The period provided in Civil Code Section 1369.530 for response to a Request for Resolution.

B If the Request for Resolution is accepted, the period provided by Civil Code Section 1369.540 for
completion of ADR, including any extension of time stipulated to by the parties pursuant to Section 1369.540.

Pursuant to Civil Code Section 1369.560 (a), at the time of commencement of an Enforcement Action, the party
commencing the action shall file with the initial pleading a certificate stating that one or more of the following conditions is
satisfied:

A ADR has been completed in compliance with this Civil Code Section 1369.510, et seq.
B. One of the other parties to the dispute did not accept the terms offered for ADR.
C. Preliminary or temporary injunctive relief is necessary.

Failure to file a certificate pursuant to Civil Code Section 1369.560 (a) is grounds for a demurrer or a motion to
strike unless the court finds that dismissal of the action for failure to comply with this article would result in substantial
prejudice to one of the parties.

Civil Code Section 1369.570 (a) provides that after an Enforcement Action is commenced, on written stipulation
of the parties, the matter may be referred to ADR. The referred action is stayed. During the stay, the action is not subject
to the rules implementing subdivision (c) of Section 68603 of the Government Code.

I"l. FAILURE TO PARTICIPATE IN SOME FORM OF ADR:

In an Enforcement Action, in which fees and costs may be awarded pursuant to Civil Code Section 1354(c), the
court, in determining the amount of an award of attorneys fees and costs, may consider whether a party’s refusal to
participate in ADR before commencement of the action was reasonable.

In accordance with California Civil Code Section 1369.590, the Board of Directors of the Association hereby
advises you of the following:

Failure by a member of the Association to comply with the alternative dispute resolution requirements of

Section 1369.520 of the Civil Code may result in the loss of your right to sue the Association or another

member of the Association regarding enforcement of the governing documents of the applicable law.

V. NO EFFECT ON VOLUNTARY PARTICIPATION IN ADR:

The parties may still agree, in writing, to refer any dispute involving enforcement of the Association’s Governing
Documents, California Corporations Code Section 7110, et seq., or the Davis-Stirling Common Interest Development Act,
Civil Code Section 1350, et seq. to some form of IDR/ADR, even in those disputes which may be technically outside of the
IDR/ADR statutes.




NOTICE ASSESSMENTS AND FORECLOSURE
(Required by Civil Code Section 1365.1)

Effective date: January 1, 2009

This notice outlines some of the rights and responsibilities of owners of property in common
interest developments and the associations that manage them. Please refer to the sections of the
Civil Code indicated for further information. A portion of the information in this notice applies
only to liens recorded on or after January 1, 2003. You may wish to consult a lawyer if you
dispute an assessment.

ASSESSMENTS AND FORECLOSURE

Assessments become delinquent 15 days after they are due, unless the governing documents
provide for a longer time. The failure to pay association assessments may result in the loss of an
owner's property through foreclosure. Foreclosure may occur either as a result of a court action,
known as judicial foreclosure or without court action, often referred to as nonjudicial
foreclosure. For liens recorded on and after January 1, 2006, an association may not use judicial
or nonjudicial foreclosure to enforce that lien if the amount of the delinquent assessments or
dues, exclusive of any accelerated assessments, late charges, fees, attorney's fees, interest, and
costs of collection, is less than one thousand eight hundred dollars ($1,800). For delinquent
assessments or dues in excess of one thousand eight hundred dollars ($1,800) or more than 12
months delinquent, an association may use judicial or nonjudicial foreclosure subject to the
conditions set forth in Section 1367.4 of the Civil Code. When using judicial or nonjudicial
foreclosure, the association records a lien on the owner's property. The owner's property may be
sold to satisfy the lien if the amounts secured by the lien are not paid.

(Sections 1366, 1367.1, and 1367.4 of the Civil Code.)

In a judicial or nonjudicial foreclosure, the association may recover assessments, reasonable
costs of collection, reasonable attorney's fees, late charges, and interest. The association may not
use nonjudicial foreclosure to collect fines or penalties, except for costs to repair common areas
damaged by a member or a member's guests, if the governing documents provide for this.
(Sections 1366 and 1367.1 of the Civil Code.)

The association must comply with the requirements of Section 1367.1 of the Civil Code when
collecting delinquent assessments. If the association fails to follow these requirements, it may
not record a lien on the owner's property until it has satisfied those requirements. Any additional
costs that result from satisfying the requirements are the responsibility of the association.
(Section 1367.1 of the Civil Code.)

At least 30 days prior to recording a lien on an owner's separate interest, the association must
provide the owner of record with certain documents by certified mail, including a description of
its collection and lien enforcement procedures and the method of calculating the amount. It must
also provide an itemized statement of the charges owed by the owner. An owner has a right to
review the association's records to verify the debt.

(Section 1367.1 of the Civil Code.)

Form Prepared Per SB 137 Notice Of Assessments & Foreclosure Effective Jan. 2009



If a lien is recorded against an owner's property in error, the person who recorded the lien is
required to record a lien release within 21 days, and to provide an owner certain documents in
this regard.

(Section 1367.1 of the Civil Code.)

The collection practices of the association may be governed by state and federal laws regarding
fair debt collection. Penalties can be imposed for debt collection practices that violate these laws.

PAYMENTS

When an owner makes a payment, he or she may request a receipt, and the association is
required to provide it. On the receipt, the association must indicate the date of payment and the
person who received it. The association must inform owners of a mailing address for overnight
payments.

(Section 1367.1 of the Civil Code.)

An owner may, but is not obligated to pay, under protest any disputed charge or sum levied by
the association, including, but not limited to, an assessment, fine, penalty, late fee, collection
cost, or monetary penalty imposed as a disciplinary measure, and by doing so, specifically
reserve the right to contest the disputed charge or sum in court or otherwise.

An owner may dispute an assessment debt by submitting a written request for dispute resolution
to the association as set forth in Article 5 (commencing with Section 1368.810) of Chapter 4 of
Title 6 of Division 2 of the Civil Code. In addition, an association may not initiate a foreclosure
without participating in alternative dispute resolution with a neutral third party as set forth in
Article 2 (commencing with Section 1369.510) of Chapter 7 of Title 6 of Division 2 of the Civil
Code), if so requested by the owner. Binding arbitration shall not be available if the association
intends to initiate a judicial foreclosure. An owner is not liable for charges, interest, and costs of
collection, if it is established that the assessment was paid properly on time.

(Section 1367.1 of the Civil Code.)

An owner is not liable for charges, interest, and costs of collection, if it is established that the
assessment was paid properly on time.
(Section 1367.1 of the Civil Code.)

MEETINGS AND PAYMENT PLANS

An owner of a separate interest that is not a time-share may request the association to consider a
payment plan to satisfy a delinquent assessment. The association must inform owners of the
standards for payment plans, if any exist.

(Section 1367.1 of the Civil Code.)

The board of directors must meet with an owner who makes a proper written request for a
meeting to discuss a payment plan when the owner has received a notice of a delinquent
assessment. These payment plans must conform with the payment plan standards of the
association, if they exist.

(Section 1367.1 of the Civil Code.)

Form Prepared Per SB 137 Notice Of Assessments & Foreclosure Effective Jan. 2009



Sun Lakes Country Club Homeowners Association
Assessment and Reserve Funding Disclosure Summary

For the fiscal year ending 12/31/12
(“Disclosure Summary™)

The notes at the end of this Disclosure Summary should
be read in conjunction with the information provided.

(1) The regular assessment for the 2012 fiscal year per ownership interest is $_220.00  per
month.

Note: If assessments vary by the size or type of ownership interest, the assessment applicable to this
ownership interest may be found on page of the attached report.

(2) Additional regular or special assessments that have already been scheduled to be imposed or
charged, regardless of the purpose, if they have been approved by the association’s Board of
Directors (the “Board”) and/or members:

Date assessment | Amount per ownership Purpose of the assessment:
will be due: interest per month or year
(If assessments are
variable, see note
immediately below):

N.A.

Total:

Note: If assessments vary by the size or type of ownership interest, the assessment applicable to this
ownership interest may be found on page of the attached report.

(3) Based upon the most recent reserve study, dated 10/10/11, and other information available to the
Board of Directors, will currently projected reserve account balances be sufficient at the end of each
year to meet the association's obligation for repair and/or replacement of major components during
the next 30 years?

Yes X No

(4) If the answer to #3 is “no,” what additional assessments or other contributions to reserves would
be necessary to ensure that sufficient reserve funds will be available each year during the next 30
years that have not been approved by the Board or the members?

Approximate date assessment will be due: | Amount per ownership
interest per month or year:

N.A.

Total:
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Sun Lakes Country Club Homeowners Association
Assessment and Reserve Funding Disclosure Summary

For the fiscal year ending 12/31/12
(“Disclosure Summary™)

(5) All major components are included in the reserve study and are included in its calculations.
However, the following major assets are excluded from the reserve study calculations for the
following reasons:

Major asset: Reason this major asset was not included:
Offices — Furniture & Equipment Requested by association

Clubhouses — Tile Roofs Indeterminate life and cost

Lighting - Floods Covered by operating budget

(6) Based on the method of calculation in paragraph (4) of subdivision (b) of Section 1365.2.5, the
estimated amount required in the reserve fund at the end of the current fiscal year is $9,853,286,
based in whole or in part on the last reserve study or update prepared by Advanced Reserve
Solutions, Inc. as of 1/1/12. The projected reserve fund cash balance at the end of the current fiscal
year is $8,534,319, resulting in reserves being 86.61% funded at this date. The current deficiency in
the reserve fund represents $396 per ownership interest.

(7) Reserve Funding Plan — See attached projections. The assumed long-term before-tax interest
rate earned on reserve funds is 2.6% per year and the assumed long-term inflation rate applied to
major component repair and replacement costs is 2% per year. Full reserve study available upon
request.

NOTES:

(A) The financial representations set forth in this summary are based on the best estimates of the preparer and
the Board at that time. The estimates are subject to change. (B) For the purposes of understanding this
Disclosure Summary: (1) "Estimated remaining useful life" means the time reasonably calculated to remain
before a major component will require replacement. (2) "Major component" has the meaning used in California
Civil Code Section 1365.5. (3) The amount of reserves needed to be accumulated for a component at a given
time has been computed as the current cost of replacement or repair multiplied by the number of years the
component has been in service divided by the useful life of the component. This should not be construed to
require the Board to fund reserves in accordance with this calculation. (4) Based on reserve studies or the
occurrence of one or more unanticipated events, the Board could increase regular assessments and/or levy
special assessments, consistent with the provisions of the CC&Rs and applicable law, to fund additional
reserves as it deems necessary. For example, the information contained in this Disclosure Summary includes
(i) estimates of replacement value and life expectancies of the components and (ii) assumptions regarding
future events. Estimates are projections of a future event based on information currently available and are not
necessarily indicative of the actual future outcome. The longer the time period between the estimate and the
estimated event, the more likely the possibility of error and/or discrepancy. For example, some assumptions
inevitably will not materialize and unanticipated events and circumstances may occur subsequent to the
preparation of this Disclosure Summary. Therefore, the actual replacement cost and remaining life may vary
from this report and summary and the variation may be significant. Additionally, inflation and other economic
events may impact this report and summary, particularly over an extended period of time (such as thirty (30)
years) and those events could have a significant and negative impact on the accuracy of this Disclosure
Summary and, further, the funds available to meet the association’s obligation for repair and/or replacement of
major components during their estimated useful life. Furthermore, the occurrence of vandalism, severe
weather conditions, earthquakes, floods, acts of nature or other unforeseen events cannot be predicted and/or
accounted for and are excluded when assessing life expectancy, repair costs and/or replacement costs of the
components.
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Sun Lakes Country Club Homeowners Association

Executive Summary
Directed Cash Flow Calculation Method

Client Information: Global Parameters:

Account Number 03732 Inflation Rate 2.00%
Version Number 3 Annual Contribution Increase 3.00%
Analysis Date 10/10/2011 Investment Rate 2.60%
Fiscal Year 1/1/2012 to 12/31/2012 Taxes on Investments 30.00%
Number of Units 3,327

Phasing 23 of 23 Contingency 0.00%

Community Profile:
Sun Lakes Country Club Homeowners Association was constructed from approximately 1987 through 2004.

Please see the "General Comments" located at the beginning of the detail section of this report for specific information
on the aging of the various districts throughout the community.

ARS visual inspections conducted: July 15, 2010, August 20, 2008, September 1, 2006, August 22, 2003, August 28,
2001 & July 1, 1999

Adequacy of Reserves as of January 1, 2012:

Anticipated Reserve Balance $8,534,319.00
Theoretically Ideal Reserve Balance $9,853,285.67

Percent Funded 86.61%

Per Unit
Recommended Funding for the 2012 Fiscal Year: Annual Monthly Per Month

Member Contribution $1,326,850 $110,570.83 $33.23
Interest Contribution $134,439 $11,203.21 $3.37

Total Contribution $1,461,289 $121,774.04 $36.60

10.10.2011(3) 1 ADVANCED RESERVE SOLUTIONS, INC.



Sun Lakes Country Club Homeowners Association

Membership Disclosure Summary
Sorted by Category

Current Assigned Remaining Useful
Major Reserve Components Cost Reserves Life Range Life Range
010 Streets $5,922,281 $1,914,187 0-19 4-20
020 RV Lot $545,945 $329,907 0-10 4-25
040 Main Club $3,121,957 $1,327,867 0-24 3-30
050 South Club $749,455 $337,603 0-19 3-25
070 North Club $747,953 $398,654 0-19 4-30
090 Grounds $3,561,029 $1,833,086 0-21 3-30
100 Golf $3,939,387 $2,331,199 0-17 5-31
130 Landscape $161,684 $61,816 0-9 12-25
Contingency n.a. $0 n.a. n.a.
Total $18,749,690 $8,534,319 0-24 3-31
10.10.2011(3) 2 ADVANCED RESERVE SOLUTIONS, INC.




Sun Lakes Country Club Homeowners Association
Projections
Directed Cash Flow Calculation Method

Theoretically

Fiscal Beginning Member Interest Ending Ideal Ending Percent
Year Balance Contribution Contribution  Expenditures Balance Balance Funded
2012 $8,534,319 $1,326,850 $134,439 $1,815,146 $8,180,462 $9,674,630 85%
2013 $8,180,462 $1,366,656 $124,331 $2,030,238 $7,641,210 $9,284,356 82%
2014 $7,641,210 $1,407,655 $131,970 $1,093,468 $8,087,367 $9,864,493 82%
2015 $8,087,367 $1,449,885 $135,929 $1,343,161 $8,330,020 $10,242,176 81%
2016 $8,330,020 $1,493,381 $139,309 $1,421,544 $8,541,167 $10,614,239 80%
2017 $8,541,167 $1,538,183 $151,350 $997,083 $9,233,616 $11,492,639 80%
2018 $9,233,616 $1,584,328 $151,682 $1,692,518 $9,277,108 $11,775,024 79%
2019 $9,277,108 $1,631,858 $150,828 $1,804,244 $9,255,550 $11,986,421 77%
2020 $9,255,550 $1,680,814 $166,527 $949,653 $10,153,237 $13,109,166 77%
2021 $10,153,237 $1,731,238 $139,687 $3,332,836 $8,691,326 $11,870,043 73%
2022 $8,691,326 $1,783,175 $141,361 $1,803,448 $8,812,415 $12,203,986 72%
2023 $8,812,415 $1,836,671 $156,049 $1,148,613 $9,656,521 $13,251,201 73%
2024 $9,656,521 $1,891,771 $157,913 $1,916,340 $9,789,865 $13,576,635 72%
2025 $9,789,865 $1,948,524 $171,555 $1,332,299 $10,577,645 $14,544,499 73%
2026 $10,577,645 $2,006,980 $167,479 $2,368,857 $10,383,247 $14,515,302 72%
2027 $10,383,247 $2,067,189 $172,247 $1,942,153 $10,680,530 $14,962,500 71%
2028 $10,680,530 $2,129,205 $176,434 $2,039,609 $10,946,561 $15,360,435 71%
2029 $10,946,561 $2,193,081 $147,671 $3,902,079 $9,385,234 $13,906,751 67%
2030 $9,385,234 $2,258,873 $150,228 $2,231,497 $9,562,838 $14,172,299 67%
2031 $9,562,838 $2,326,640 $143,497 $2,806,807 $9,226,168 $13,900,049 66%
2032 $9,226,168 $2,396,439 $158,708 $1,673,233 $10,108,081 $14,824,744 68%
2033 $10,108,081 $2,468,332 $137,703 $3,732,496 $8,981,620 $13,714,334 65%
2034 $8,981,620 $2,542,382 $138,013 $2,622,965 $9,039,049 $13,761,442 66%
2035 $9,039,049 $2,618,653 $164,857 $1,252,551 $10,570,008 $15,256,209 69%
2036 $10,570,008 $2,697,213 $166,192 $2,746,645 $10,686,769 $15,306,833 70%
2037 $10,686,769 $2,778,129 $183,249 $1,970,974 $11,677,174 $16,200,596 72%
2038 $11,677,174 $2,861,473 $210,015 $1,541,011 $13,207,651 $17,602,757 75%
2039 $13,207,651 $2,947,317 $223,696 $2,365,267 $14,013,398 $18,245,219 77%
2040 $14,013,398 $3,035,737 $245,558 $2,020,165 $15,274,528 $19,306,595 79%
2041 $15,274,528 $3,126,809 $247,939 $3,193,208 $15,456,067 $19,247,834 80%

NOTE: In some cases, the projected Ending Balance may exceed the Theoretically Ideal Ending Balance in years following high
Expenditures. This is a result of the provision for contingency in this analysis, which in these projections is never expended. The
contingency is continually adjusted according to need and any excess is redistributed among all components included.

10.10.2011(3)

ADVANCED RESERVE SOLUTIONS, INC.



Sun Lakes Country Club HOA
INSURANCE SUMMARY DISCLOSURE

Pursuant to Section 1365(e) of the California Civil Code, the Association is providing you with the following
information regarding its insurance policies. Pursuant to Civil Code Section 1365(e), this summary is being

distributed not less than 30 days nor more than 90 days preceding the beginning of the Association’s fiscal year.

I. GENERAL LIABILITY INSURANCE

A. Name of insurer: Philadelphia Indemnity Insurance Company
B. Policy limits: $1,000,000 each occurrence and $2,000,000 aggregate.
C. Amount of deductible (if any): None
D. Umbrella Coverage, if applicable: $15,000,000 with St. Paul Fire & Marine Insurance Company
E. Policy dates: 12/31/11 - 12/31/12
II. PROPERTY INSURANCE
A. Name of insurer: Philadelphia Indemnity Insurance Company
B. Policy limits: $8,879,525
C. Amount of deductible: $5,000
D. Policy dates: 12/31/11 - 12/31/12
III. EARTHQUAKE INSURANCE
A. Name of insurer: QBE Insurance Company
B. Policy limits: $8,979,525
C. Amount of deductible: 25% of TIV per unit of insurance subject to $25,000 minimum/occurrence
D. Policy dates: 12/31/11 - 12/31/12
IV. FLOOD INSURANCE
A. Name of insurer: None
B. Policy limits: None
C. Amount of deductible: None
D. Policy dates: None
V. FIDELITY BOND
A. Name of insurer: Travelers Insurance and AIG
B. Policy limits: $11,000,000
C. Policy dates: 12/31/11 - 12/31/12

This summary of the Association’s policies of insurance provides only certain information, as required by
subdivision (e) of Section 1365 of the Civil Code, and should not be considered a substitute for the complete
policy terms and conditions contained in the actual policies of insurance. Any Association member may,
upon request and provision of reasonable notice, review the Association’s insurance policies and, upon
request and payment of reasonable duplication charges, obtain copies of those policies. Although the
Association maintains the policies of insurance specified in the summary, the Association’s policies of
insurance may not cover your property, including personal property or, real property improvements to or
around your dwelling, or personal injuries or other losses that occur within or around your dwelling. Even if
a loss is covered, you may nevertheless be responsible for paying all or a portion of any deductible that
applies. Association members should consult with their individual insurance broker or agent for appropriate
additional coverage.

The Association will notify you as soon as reasonably practical if any of these policies are canceled and not
immediately replaced. If a policy is renewed or a policy is issued to replace a policy and there is no lapse in

coverage, the Association will notify you in its next available mailing to members.

11/04/11



SUN LAKES COUNTRY CLUB HOMEOWNERS ASSOCIAITON
Annual Notice
Requirements for Approval Of Physical Changes to Property

California Civil Code § 1378 (c) requires that homeowners be notified annually with notice of any requirements for
association approval of physical changes to property. The notice shall describe the types of changes that require
association approval and shall include a copy of the procedures used to review and approve or disapprove a
proposed change.

ARTICLEI

OVERVIEW

These Architectural Standards have been adopted by the Board of Directors in accordance with its
authority under Article VII, Section 7.03 of the Declaration of Covenants, Conditions and Restrictions,
and Reservation of Easements for Sun Lakes Country Club ("CC&Rs"). The purpose of the Architectural
Standards is to provide guidelines to protect, preserve and maintain the aesthetics and the property
values of the residences at Sun Lakes Country Club. The Architectural Standards serve to augment the
Association’'s CC&Rs (in particular, Article VII of the same) by addressing typical proposed
improvements to residences. The Architectural Standards further provide owners with a basic
understanding of the function of the Master Architectural Committee, the architectural approval process,
and the enforcement procedures.

All owners and residents within Sun Lakes Country Club should be familiar with and are obligated to
comply with the CC&Rs and other governing documents. If the Architectural Standards are in conflict
with the CC&Rs and By-laws, the CC&Rs and By-laws take precedence over the Architectural Standards.

ARTICLE II
REQUIRED APPROVAL

21 Prior Approval Required. No Improvement of any kind shall be built, constructed, erected,
installed, modified, altered or planted by any owner or resident on any lot within Sun Lakes Country
Club until the plans and specifications have been submitted to and approved, in writing, by the
Master Architectural Committee.

Unapproved construction, installation, alteration or removal of an Improvement is a violation of the
governing documents. Failure to comply with the governing documents may result in enforcement
action, including, but not limited to, imposition of a fine, assessment and/or other penalty, and/or
legal action.

2.2 "Improvement" Defined. The term "Improvement" includes, but is not limited to, any structure
and any appurtenance thereto, including a building, walkway, irrigation system, garage, gazebo, storage
shed, controlled access facility, recreational facility, road, driveway, parking area, fence, wall, awning,
stairs, deck, landscaping and planting, hardscape, softscape, planter, doghouse, dog run, gutter,
downspout, lighting, antennae, windbreak, the exterior surface of any visible structure and the paint on
such surface, pole, sign, exterior air conditioning, water-softener fixture or equipment, permanent or
built-in barbecue, patio cover, arch, swimming pool, spa, fountain, exterior ornament, lawn ornament,
statue, screen doors, window bars, water feature, pond, and solar energy system as well as any changes,
alterations or other modifications to the exterior of any existing Improvements, any variance, and any
similar structure or feature discussed in these Architectural Standards.

2.3 Neighbor Agreements-No Substitute. Agreements between neighbors will not, under any
circumstances, circumvent the Architectural Standards or replace the requirement for prior approval
from the Master Architectural Committee.




24 Prospective Owners. Prospective owners in Sun Lakes Country Club intending to make
Improvements on any portion of the land and/or building(s) to be acquired may submit and obtain
advance approval(s) by the Master Architectural Committee prior to closing title. Advanced approval is
subject to the requirement that the application for said Improvements must be signed by both the current
owner and the prospective owner and that all of the other requirements of the application and processing
procedure must also be complied with in full. No construction or installation of any Improvement may
be made prior to both receiving a Home Improvement Permit from the Master Architectural Committee
and the close of escrow. Nothing shall preclude the prospective owner from first closing title on the
property before submitting an application for the proposed Improvements in accordance with all of the
requirements as set forth in this document.

ARTICLE III
REVIEW CRITERIA

The Master Architectural Committee will review each proposed Improvement on its individual merit.
This includes a consideration of many factors, including, but not limited to, the proposed overall design,
the characteristics of the housing type of the applicant's residence, whether the proposed Improvement
will be detrimental to the appearance of the development, whether the appearance of the proposed
Improvement will be in harmony with surrounding structures, whether the construction of the proposed
Improvement will detract from the attractiveness of the development, whether the upkeep or
maintenance of the proposed Improvement will become a burden to the Association, and whether the
proposed Improvement meets or complies with the Architectural Standards and the provisions of any
Master Association governing document, as the same may be revised and amended.

The Master Association is not responsible for and does not review applications for or make any decision
regarding the application's compliance with building codes or other laws. Master Association approval
does not relieve the owner of any duties to obtain city permit(s) nor does Master Association approval
reflect compliance with any other public agency requirements. If an applicant contends that any
provision of law mandates or requires the installation of all or any part of any proposed Improvement,
the applicant must specify, in writing, to the Master Architectural Committee what provision of law
applies and what components of the proposed Improvement are required by law.

ARTICLE IV
APPLICATION PROCEDURE
41 Required Submittals. In order to seek approval for a proposed Improvement, an owner or
resident must submit the following materials to the Master Architectural Committee:
(a) A Home Improvement Application (available at the Sun Lakes Country Club
Administrative Office);
(b) Complete plans and specifications for any and all proposed Improvements, including, as

appropriate, elevations, scale drawings, engineering reports, architect's renderings, plot
plans and the like, showing the nature, kind, shape, height, width, color, materials and
location of the proposed Improvement, the relation of the proposed Improvement to
surrounding Improvements, as well as any other pertinent information regarding the
Improvement or any other information required by these Architectural Standards or
other governing documents; and

(c) Recommendation. When a contractor is being used, the association
recommends the homeowner obtain copies of (i) the contractor’s insurance, (ii)
business license, and (iii) California State Contractor’s license. The association
does not require copies be submitted with the application.



4.2 Incomplete Applications. The Master Architectural Committee may reject an application for
approval if the application is incomplete. The Master Architectural Committee may also require
submission of additional materials before it will consider an application.

4.3 Neighbor Awareness. The Neighbor Awareness section on the Home Improvement Application
requires the owner of each residence bordering your property to sign your application prior to you
submitting it to the Master Architectural Committee. This includes owners on all sides as well as across
the street and behind your property. The signatures of your neighbor owners on your application only
signify that they are aware that you are proposing to construct and/or install the Improvement(s) you
have listed on the application. Their signatures are not an approval of any kind. Although neighbor
owners sign a Home Improvement Application, one or more may be opposed to the proposal. Neighbor
owners who wish to express their opposition may make an objection, in writing, to the Master
Architectural Committee through the Administrative Office.

44 Application Processing. After the Master Architectural Committee has received your complete
Home Improvement Application, including all of the required attachments, the Master Architectural
Committee will communicate a decision regarding your application to you within 60 days of the date on
which the Master Architectural Committee received your application.

4.5 Appeal. If the proposed application is disapproved, the decision will include an explanation for
the disapproval. If the proposed application is disapproved, the owner may appeal the disapproval to
the Board of Directors by sending the Association a written request for an appeal within 30 days of the
date of the disapproval. The Board of Directors will hear such an appeal within 60 days of the date the
request for an appeal is received, or at such other date as is agreed upon between the Association and the
owner.

4.6 Variances. The Master Architectural Committee must also review all requests for variances from
the Architectural Standards. In the event you are requesting a variance from the Architectural Standards,
you must submit the following materials:

(@) A written request for a variance;
(b) Complete plans and specifications for the requested variance showing the nature, kind,
shape, height, width, color, materials and location of the proposed variance;
(o) A written statement of the special circumstances that justify the proposed variance in
accordance with Section 7.03(b) of the CC&Rs; and
(d) Neighbor awareness signatures.
4.7 Contractors. The owner of the residence is the party responsible for obtaining Master

Architectural Committee approval for a proposed Improvement. However, a contractor may submit a
completed Home Improvement Application on an owner's behalf.



RULES ENFORCEMENT/DUE PROCESS PROCEDURES

Sun Lakes Country Club Homeowners Associations (hereinafter “Association™) enforcement procedures generally follow the process
set for below. Some violations may warrant handling in a different manner; in which case, one of more of the following steps below
may be repeated or omitted, depending upon the circumstances. Owners may report violations to the management company of the
Board of Directors by submitting a written complaint describing the violation. The Board of Directors, management company or
committee appointed by the Board may also note any violations discovered during drive-or walk-through or by personal knowledge of
any of its members or representatives. At the time a violation is noted or reported, actions will generally be taken as follows:

1. A warning/courtesy letter is sent.

2. A letter is sent inviting the owner to attend a hearing before the Board of Directors, at which hearing the Board will consider
imposition of a fine or other disciplinary action. If a decision is made to impose a fine of other disciplinary action, the owner
will be sent written notice of the same following the hearing.

3. If the initial fine or fines were not successful in gaining compliance, the owner may be invited to further hearings before the
Board to discuss imposition of additional fines or other disciplinary action.

4. The initial fine amount generally considered by the Board is $50.00 (see the Fine Schedule below), but the Board may
consider imposing a fine in a greater or lesser amount. For continuing or repeated occurrences, the Board may impose a fine
of $100.00 or other amount deemed appropriate. For continuous violation, the Board may impose a daily, weekly, or
monthly fine (i.e. $100.00 a week until cured).

5. As contemplated by the Internal Dispute Resolution (or “IDR”) requirements of Civil Code Section 1363.840, the Board may
request an owner meet and confer with a designated member of the Board of Directors in an attempt to resolve a dispute. The
Association will participate in any member-requested IDR pursuant to Section 1363.840.

6. Atany point, the Board may refer a matter to Association legal counsel for legal enforcement proceedings.

7. All notices shall be sent to the record owner of the property at the last address provided to the Association for receipt of
notices. The Association also may, but is not required to, send copies of the notices to the record owner of the property at
additional addresses as it deems appropriate. The Association also may, at its discretion, send copies of the notices to the
tenant/residents of the property and to any other person of entity who appears to have a right, title of interest in the property.

Nothing in this policy shall be construed to limit the Association’s right to enforce the Association’s governing documents, at any
point, by any and all appropriate means, including, but not limited to, the filing of a legal action. In such a legal action, owners may
be responsible for attorneys’ fee and costs incurred by the Association in enforcing the Association’s governing documents pursuant to
California Civil Code Section 1354(c).

Fine Schedule

Violations of any of the Association’s governing documents (including the Articles of Incorporation, the CC&Rs, the By-Laws, the
Rules and Regulations, and any resolutions or policies adopted by the Board of Directors) may result in the imposition of fines, the
suspension of membership rights, such as the right to use the common area or vote, or other discipline, and legal action. Before the
Board imposes a fine of other discipline, owners will be provided notice and opportunity to attend a hearing and address the Board.
The Board shall meet in executive session if requested by the owner.

If the Board of Directors elects to impose fines for violation, fines will be imposed in amounts no greater than reflected on the
following schedule:

Description Amount
First Violation $50.00
Second Violation $100.00
Third Violation $200.00
Fourth and Following Violations $300.00 each

Apart from the fine and penalty procedure set forth above, after notice and hearing, owners may be charged a Compliance Assessment
to cover the costs associated with repairing or replacing any Association property damaged by an owner, tenant, guest or invitee, etc.,
of such owner or any cost for curing a violation of the governing documents by any owner, tenant, guest or invitee, etc., of such
owner. (CC&Rs, Art. IX, Sec. 9.13.)



Notice of Right to Minutes of Board Meetings Civil Code §1363.05(¢)

Members have the right to receive copies of the minutes from board of directors’ meetings
(which does not include executive session meeting minutes).

Members have the right to receive approved minutes, an unapproved draft, or a summary of the
minutes within thirty (30) days of a board meeting upon member’s written request to the Board
of Directors (850 Country Club Drive, Banning, CA 92220) and upon reimbursement of
association’s costs to distribute those minutes.

Secondary Addresses Provided by Owners Civil Code §1367.1(k)

Owners have the right to submit secondary addresses to the association for purposes of
collection notices. Upon receipt of a written request by an owner identifying a secondary
address for purposes of collection notices, the association will send additional copies of any
notices required by Section 1367.1 of the California Civil Code to the secondary address
provided.

The owner’s request shall be in writing and shall be mailed to the association (850 Country
Club Drive, Banning, CA 92220) in a manner that shall indicate that the association has
received it. The owner may identify or change a secondary address at any time, provided that,
if a secondary address is identified or changed during the collection process, the association
shall only be required to send notices to the requested secondary address from the point that the
association receives the request

Notice of Document Request Costs Civil Code 81365.2(c)(4)

The association may bill the requesting member for the direct and actual cost of copying and
mailing requested documents. The association must inform the member of the amount of the
copying and mailing costs (2011 costs = $0.15 per page for copying plus the current US Postal
Service costs for the desired mailing method). The member must agree to pay those costs,
before the association copies and sends the requested documents.

SECURITY DISCLAIMER. We hope that our security systems and community patrol
provide some deterrence to crime. However, no matter what steps we take, the association can
never be completely safe and secure. For example, it is possible for someone to enter the
property under false pretenses to commit crimes, for residents to commit crimes against their
own neighbors, for guests of residents to commit crimes, and for employees to commit crimes.
As a result, the association is not and can never be free of crime and we cannot guarantee your
safety or security. Accordingly, you should NOT rely on the association to protect you from
loss or harm. Instead, you should provide for your own security by taking common sense
precautions such as carrying insurance against loss; keeping your doors locked; refusing to
open your door to strangers; asking workmen for identification; installing a security system;
locking your car; etc. Additionally, the duties of the contracted community patrol personnel
are ONLY to staff the assigned entry gates and to observe and report on service calls,
suspicious activities or violations of the Association’s Rules and Regulations, where
applicable.
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