DATE: November 2023

TO: The Membership - SAMLARC
FROM: The Board of Directors
RE: 2024 Budget — Effective January 1, 2024

Each year the Association’s volunteer Board of Directors performs a very careful review of the
past year’s expenses and income to best project the amount to collect from each member in the
upcoming fiscal year. When reviewing the budget, the Board considers several factors such as
recurring contract costs, inflation, utility usage and rates, insurance, necessary operational costs
for landscape and amenities, and appropriate reserve contributions (savings) each month to pay
for repair, restoration and/or replacement of common area components as needed. As a result
of this review, the Board has determined that assessments will not increase in the upcoming
fiscal year of January 1 to December 31, 2024. The monthly assessment will continue to
be $81.00 per unit per month for the next fiscal year.

What Is Included in This Budget Packet?
State law and the Association’s governing documents require the Board of Directors to distribute

the following documents to each member:

e 2024 Pro Forma Budget Summary
e Assessment and Reserve Funding Disclosure Summary
e Executive Summary — 2024 Reserve Study
e Delinquency Policy and Disclosures as follows:
o Delinquent Assessment Collection Policy
¢ Notice of Assessments and Foreclosure
e Assessments and Foreclosure
e Payments
e Meetings and Payment Plans
e Assignment of Rents
e Alternative Dispute Resolution (ADR) procedure
e Internal Dispute Resolution (IDR) procedure
e Insurance Notification
e Annual Policy Statement
e Architectural Review Process and Submittal Requirements
e Discipline Policy with Relation to Enforcement Process

In lieu of distribution of the full 2024 Pro Forma Operating Budget, the attached 2024 Pro Forma
Operating Budget Summary is provided. A copy of the full 2024 Pro Forma Operating
Budget is available upon request at samlarc.org/homeowners.
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About the Reserve Study
California law requires the Association's Board of Directors to “cause to be conducted” a Reserve

Study with an onsite inspection at least once every three years. To ensure that the Association’s
major components were appropriately identified, the Board hired a professional Reserve Analyst
for these services.* California law also requires the Board of Directors to make the following
disclosures regarding the Association’s reserve funds:

1) In the upcoming year, the Association will fund Reserves using the following sources:

Type of Funding

X Regular Assessments
[ ]| Special Assessments
'[] | Borrowing
[ ] [Use of Other Assets
| X | Deferral of Repairs
[] | Alternate Mechanisms

2) The Association had a total of $9,199,676 in actual accumulated Reserve funds
as of September 30, 2023. The Board anticipates that the amount will increase
to $9,295,876 by the end of the current fiscal year. According to the Reserve
Analyst, the total replacement cost for all major components is $17,117,618. The
Reserve fund amount at September 30, 2023 represents approximately 53% of
the projected total replacement cost. Although this number usually seems low, the
Legislature requires the Board to disclose (in boldface type) how much it would cost the
Association to rebuild all of its major common area components if they were replaced all at
once.

3) According to the Reserve Analyst, at the start of the upcoming fiscal year, the Association is
anticipated to be 94% funded to the “ideal funding level”. That number represents the
amount the Association is anticipated to have on hand to repair or replace major components
when they are scheduled to be repaired or replaced.

4) Some Reserve components scheduled for 2023 repair and replacement were deemed to
have additional remaining life. The Board of Directors, therefore, determined to defer or not
undertake the repairs or replacement of the following components with a remaining life of
30 years or less (as identified in the Reserve Study as having zero estimated remaining life).

Reason for Deferral or Decision

Item Item Description to Not
# Undertake
Repairs/Replacement

1. |Backboards (Mesa Linda Park) Defer to 2024/Extended Use of life
2. |Backstop Repairs Defer to 2024/Extended Use of life
3. |Baseball - Benches (Canada Vista Park) Defer to 2025/Extended Use of life
4. |Baseball - Benches (Tijeras Creek Park) Defer to 2025/Extended Use of life
5. |Baseball - CL Fencing - Field #1 (Arroyo Vista Park) Defer to 2028/Extended Use of life
6. |Concrete Benches (Estrella Vista Park) Defer to 2026/Extended Use of life
7. |Mastic (Beach Club) Defer to 2026/Extended Use of life
8. |Event Banquet Tables and Chairs (Beach Club) Defer to 2024/Extended Use of life
9. |Ext. Ceiling Fixtures (Beach Club) Defer to 2024/Extended Use of life
10. |Golf Cart (Beach Club) Defer to 2026/Extended Use of life
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11.|Lagoon - Carbon Dioxide Feeder Defer to 2024/Extended Use of life
12.|Lagoon - Pump/Motor #1 Defer to 2026/Extended Use of life
13.|Lagoon - Pump/Motor #2 Defer to 2026/Extended Use of life
14.|Metal Doors - Replace (Canada Vista Park) Defer to 2024/Extended Use of life
15.|Metal Fencing - Ph. 2 Replace and Repair Defer to 2025/Extended Use of life
16. |Paint - Tubular Steel Fencing (Canada Vista Park) Defer to 2025/Extended Use of life
17.|Paint / Repairs - Bldg. Int. (Beach Club) Defer to 2024/Extended Use of life
18. |Performance Center (Refurbish) (Altisima Park) Defer to 2024/Extended Use of life
19.|Phone System - Replace (Beach Club) Defer to 2024/Extended Use of life
20.|Pool Area - Resurface (Altisima Park) Defer to 2024/Extended Use of life
21.|Pool Bldg. Wood Surfaces - Replace (Altisima Park) Defer to 2024/Extended Use of life
22.|Pool Bldg. Wood Surfaces - Replace (Solana Park) Defer to 2024/Extended Use of life
23.|Power Pedestals /- Annual Contingency Defer to 2024/Extended Use of life
24. |River Rock Seating Wall - Contingency (Bluff Top Trail)|Defer to 2024/Extended Use of life
25.|RR Epoxy Floor - Top Coat (Monte Vista Park) Defer to 2024/Extended Use of life
26.|Safety Net Fields 1-3 (Tijeras Creek Park) Defer to 2026/Extended Use of life
27.|Snack Bar - Freezer (Beach Club) Defer to 2024/Extended Use of life
28.|Sunscreen Field #3 (Tijeras Creek Park) Defer to 2024/Extended Use of life
29.|T-Cts - Chain Link Fence (Mesa Linda Park) Defer to 2028/Extended Use of life
30.|V-Ball Cts - Sand Replenish (Beach Club) Defer to 2024/Extended Use of life
31.|V-Ball Cts - Sand Replenish (Arroyo Vista Park) Defer to 2024/Extended Use of life
32.|Vinyl Fence (Estrella Vista Park) Defer to 2025/Extended Use of life
33.|Vinyl Fence (Mesa Linda Park) Defer to 2025/Extended Use of life
34.|Wader - Pump (Solana Park) Defer to 2024/Extended Use of life
35.|Wader - Resurface (Altisima Park) Defer to 2024/Extended Use of life
36.|Wall Fixtures - Pool Bldg. (Arroyo Vista Park) Defer to 2026/Extended Use of life
37.|Windscreens (Altisima Park) Defer to 2024/Extended Use of life
38. |Windscreens (Arroyo Vista Park) Defer to 2024/Extended Use of life
39. |Windscreens (Cielo Vista Park) Defer to 2024/Extended Use of life
40.|Windscreens (Mesa Linda Park) Defer to 2024/Extended Use of life
Insurance Information

The Association carries General Liability insurance in the amount of $16 million per occurrence
and $17 million annual aggregate, which exceeds the minimum amount specified in California
law to ensure that owners are only individually liable for their proportionate share of special or
regular assessments levied to pay any judgments against the Association which exceed the limits
of the Association’s insurance. Additional disclosures about the Association’s insurance policies
can be found within this packet, including the name(s) of the insurer(s), the types of insurance,
the policy limits, and the amount of deductibles (if any).

Other Disclosures

The Board of Directors does not anticipate that any special assessment will be required during
the 2024 fiscal year to repair, replace and/or restore any major components or to provide
adequate reserves.

Copies of approved Board meeting minutes are available on samlarc.org/homeowners and upon

request throughout the year. Approved minutes are available thirty days following the meeting
date and any charges involved for copying and postage for those minutes are the responsibility
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of the requesting owner. If the minutes are not approved by the Board within the thirty-day
period of the request, draft minutes will be provided.

Please contact Community Executive Officer, George Blair, at 949-709-0015 or via e-mail at
George.Blair@fsresidential.com, should you have any questions or if you would like a copy of
the complete Pro Forma Operating Budget provided to you at the Association’s expense. This
document is also available on samlarc.org/homeowners and for review by appointment at
22342A Avenida Empresa, Suite 102-A, Rancho Santa Margarita, CA 92688.

* The Association’s Board of Directors has relied on information, opinions, reports and
statements presented to it by vendors, contractors, Reserve Study specialists, CPA’s and/or
other professionals and is relying upon this information, financial data and reports pursuant
to the California Corporations Code in providing the Association membership the information
contained in the Assessment Reserve Funding Disclosure Summary. The information
contained within the Reserve Study includes assumptions regarding future events based on
information supplied to the Association’s Board of Directors from said professionals. Some
assumptions inevitably will not materialize and unanticipated events and circumstances may
occur subsequent to the date of this Disclosure Summary. Therefore, the actual replacement
cost and remaining life may vary from the Reserve Study and the variation may be significant.
Additionally, inflation and other economic events may impact the reserve study, particularly
over a 30-year period of time which could impact the accuracy of the Reserve Study and the
funds available to meet the Association’s obligation for repair and/or replacement of major
components during the next 30 years. Furthermore, severe weather conditions, earthquakes,
floods, or other acts of nature the occurrence of vandalism and other events that are difficult
to anticipate cannot be accounted for and are excluded when assessing life expectancy of
the components. The Reserve Study only includes items that the Association has a clear and
express responsibility to maintain pursuant to the Association’s CC&Rs.
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2024 PRO FORMA OPERATING BUDGET SUMMARY

Revenue Budget Unit/Month
Assessment Revenue $13,263,912 $81.00
Ancillary Sources $580,176 $3.55
Total Revenue $13,844,088 $84.55
Reserves

Reserve Contribution $1,686,012 $10.30
Operating Expenses

Lake/Lakeshore $486,199 $2.97
Beach Club/Lagoon $592,888 $3.62
SAMLARC Business Office $136,118 $0.83
Community Parks $2,654,916 $16.21
Community Pools $330,160 $2.02
Streetscapes/Trails & Open Space $3,767,095 $23.01
Community Programs $356,698 $2.18
Administration - Insurance, Legal, Mgmt, etc... $1,744,158 $10.65
Staff Expense w/ taxes and benefits $2,242,125 $13.69
Total Operating Expenses: $12,310,357 $75.18
Total Reserves and Operating Expenses: $13,996,369 $85.48
Net Gain/(Loss):

Before Discretionary Expenses ($152,281) (30.93)
Discretionary Expenses

Projects — Capital $0 $0
Total Discretionary Expenses: $0 $0
Total Reserve, Operating and Discretionary Expenses: $13,996,369 $85.48
Projected Net Gain/(Loss): ($152,281) ($0.93)
Projected Cash Balance at Year End: $2,515,821

A copy of the full 2024 Pro Forma Operating budget is available upon request at

samlarc.org/homeowners.



ASSESSMENT AND RESERVE FUNDING DISCLOSURE SUMMARY

The reserve funding program reflects assumptions about future events based on manufacturer's
specifications, information from subcontractors, construction pricing, scheduling manuals, and the
experience of the reserve company. The amounts quoted in the Reserve Study prepared in 2023,
for year 2024, were used to calculate and establish the ongoing reserve amounts needed to defray
future repairs, replacement, or additions to the components that the corporation is obligated to
maintain.

SAMLARC currently has a total of $9,199,676 accumulated reserve funds as of September 30,
2023 and anticipates that the total will increase to $9,295,876 by fiscal year end. This amount
represents approximately 53% of the total current cost of replacement for all those components
being funded, and 94% of the ideal reserves. SAMLARC’s 90% Target Funding Model is projected
to maintain the accumulated reserve funds at 90% of the ideal reserves at 2024 fiscal year end.
The Board of Directors reviews funding models annually and does not anticipate that a special
assessment will be required to repair, replace, or restore any major components or to provide
adequate reserves.

2024 Reserves for Repair and Replacement

California Civil Code §5565 and §5570 call for required disclosures to make to the association
membership to detail SAMLARC's reservation for the future periodic repair and replacement of
major components of real property owned and maintained by the Corporation. These disclosures
are below.



Reserve Funding Disclosure Report SAMLARC
CA Civil Code §5570 Units: 13,645 | Start Date: 1/1/2024

..
(a) Assessment and Reserve Funding Disclosure Summary for the Fiscal Year Ending 12/31/2024

1. The current average regular Assessment per ownership interest is: $81.00 per month.

Note: If Assessments vary by the size or type of unit, the assessment applicable to this unit may be found on attached pages, to be provided by Board or
Management.

2. Additional assessments that have already been scheduled to be imposed or charged, regardless of the purpose, if they have been
approved by the board and/or members:

Date Assessment is Due Average Amount Per Unit Purpose Of Assessment

Note: If Assessments vary by the size or type of unit, the assessment applicable to this unit may be found on attached pages, to be provided by Board or
Management.

3. Based on the most recent reserve study 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 X Yes No
repair and/or replacement of major components during the next 30 years?

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?

Approximate date assessment will be due Amount of Assessment Amount Per Unit

Note: Indicates the first year of a deficit based on the Adopted Funding Plan. The additional assessment amount indicates what will be required in that year to
assure the reserve balance for the remaining years of the report will be above zero. Actual assessments may vary from year to year.

5. All major components are included in the reserve study and are included in its calculations (Note below the status of components with a
30+ yr. remaining life).

Component Name Status

Wood Trellis (Pool Area) - Replace (MVP) Included in Reserve Analysis

6. Based on the method of calculation in paragraph (4) of subdivision (b) of section 5570, the estimated amount required in the reserve fund
at the end of the current fiscal year is $9,601,628, based in whole or in part on the last reserve study or update prepared by Eric
Rosenkrantz as of 2023-10-24. The projected reserve fund cash Balance at the beginning of the current fiscal year is $8,900,000,
resulting in reserves being 93% at this date.

7. Based on the method of calculation in paragraph (4) of subdivision (b) of Section 5570 of the Civil Code, the estimated amount required
in the reserve fund at the end of each of the next 5 budget years found in column E, and the projected reserve fund cash balance in each
of those years, taking into account only assessments already approved and other known revenues, found in column D, leaving the
reserve at percent funding found in column F. Please see the projected five-year funding plan below that has been implemented and
approved by the association.

Year Annual Reserve  Monthly Reserve Anticipated  Ending Reserve Fully Funded Reserve  Percent Funded
Contributions Contributions  Expenditures Balance Balance
(Avg. Per Unit)
A B C D E F
2024 $1,417,000 $8.65 $1,283,732 $9,302,267 $10,335,819 90%
2025 $1,787,804 $10.92 $1,422,689 $9,951,926 $11,022,794 90%
2026 $1,859,317 $11.36 $1,946,212 $10,162,285 $11,263,463 90%
2027 $1,933,689 $11.81 $1,886,108 $10,515,448 $11,649,797 90%
2028 $2,011,037 $12.28 $2,307,670 $10,529,829 $11,689,662 90%

Note: The financial representations set forth in this summary are based on the best estimates of the preparer at that time. The estimates are subject to change.
At the time this summary was prepared, the assumed long-term interest rate earned on reserve funds was 3.00% per year, and the assumed long-term inflation
rate to be applied to major component repair and replacement costs was 4.00% per year.

SAMLARC
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Reserve Funding Disclosure Report SAMLARC

CA Civil Code §5570 Units: 13,645 | Start Date: 1/1/2024
- |

(b) For the purposes of preparing a summary pursuant to this section:

(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 Section 5550. Components with an estimated remaining useful life of more than 30 years may be included in a
study as a capital asset or disregarded from the reserve calculation, so long as the decision is revealed in the reserve study report and reported in the Assessment
and Reserve Funding Disclosure Summary.

(3) The form set out in subdivision (a) shall accompany each annual budget report or summary thereof that is delivered pursuant to Section 5300. The form may be
supplemented or modified to clarify the information delivered, so long as the minimum information set out in subdivision (a) is provided.

(4) For the purpose of the report and summary, the amount of reserves needed to be accumulated for a component at a given time shall be 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 shall
not be construed to require the board to fund reserves in accordance with this calculation.

The preparer of this form will be indemnified and held harmless against all losses, claims, actions, damages, expenses or liabilities, including reasonable attorneys’
fees, to which we may become subject in connection with this engagement, because of any false, misleading or incomplete information which has been relied
upon by others, or which may result from any improper use or reliance on the disclosure by you or a third party.

The reserve study report completed and reviewed for the purposes of completing the enclosed summary was finalized based on approval from the Board of
Directors. Therefore, the final decisions for implementation, updating or revising the information obtained in this report, for any changes in assumptions, is the sole
right and responsibility of the Board of Directors. This report and the numbers generated herein are for use only for the year it was developed. The preparer of this
form is not responsible for the use of the Assessment and Reserve Disclosure Summary in any subsequent year, or in updating the summary in any subsequent year,
or in updating the summary for events and circumstances occurring after the date of this report.
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Summary of Association Reserves SAMLARC
CA Civil Code §5565 Units: 13,645 | Start Date: 1/1/2024

Property Description Financial Summary

Property Name: SAMLARC Starting Reserve Balance: $8,900,000

Location: Rancho Santa Margarita, CA Fully Funded Reserve Balance: $9,601,628

Project Type: Master Association Percent Funded: 93%

Number of Units: 13645 Current Replacement Cost: $17,117,670

Age of Project: 37 Year(s) Deficit/Surplus vs. Fully Funded (§701,628) or ($51.42) Per Unit Avg
Reserve:

Funding Note: Board policy to maintain 90-100% funding for the duration of the report (30 years).

Adopted Funding Plan

Year Annual Reserve Monthly Reserve Anticipated Ending Reserve Fully Funded Reserve Percent Funded
Contributions Contributions Expenditures Balance Balance
(Avg. Per Unit)

2024 $1,417,000 $8.65 $1,283,732 $9,302,267 $10,335,819 90%
2025 $1,787,804 $10.92 $1,422,689 $9,951,926 $11,022,794 90%
2026 $1,859,317 $11.36 $1,946,212 $10,162,285 $11,263,463 90%
2027 $1,933,689 $11.81 $1,886,108 $10,515,448 $11,649,797 90%
2028 $2,011,037 $12.28 $2,307,670 $10,529,829 $11,689,662 90%
2029 $2,091,478 $12.77 $1,569,011 $11,376,029 $12,578,920 90%
2030 $2,175,137 $13.28 $2,213,572 $11,678,299 $12,916,213 90%
2031 $2,262,143 $13.82 $2,102,938 $12,190,241 $13,468,210 91%
2032 $2,352,629 $14.37 $1,787,460 $13,129,594 $14,460,018 91%
2033 $2,446,734 $14.94 $2,477,507 $13,492,247 $14,867,108 91%
2034 $2,544,603 $15.54 $2,769,875 $13,668,363 $15,083,444 91%
2035 $2,646,387 $16.16 $2,790,151 $13,932,494 $15,388,295 91%
2036 $2,752,243 $16.81 $2,987,704 $14,111,475 $15,604,913 90%
2037 $2,862,332 $17.48 $3,134,927 $14,258,136 $15,786,359 90%
2038 $2,976,826 $18.18 $3,711,218 $13,940,472 $15,489,413 90%
2039 $3,087,851 $18.86 $2,962,324 $14,486,096 $16,077,730 90%
2040 $3,211,365 $19.61 $3,494,835 $14,632,957 $16,258,841 90%
2041 $3,336,270 $20.38 $1,951,759 $16,477,224 $18,180,047 91%
2042 $3,469,720 $21.19 $3,260,004 $17,184,403 $18,950,756 91%
2043 $3,608,509 $22.04 $2,945,634 $18,372,753 $20,217,859 91%
2044 $3,752,850 $22.92 $2,557,380 $20,137,337 $22,083,659 91%
2045 $3,902,964 $23.84 $2,900,852 $21,758,601 $23,816,942 91%
2046 $4,059,082 $24.79 $5,321,955 $21,129,542 $23,257,746 91%
2047 $4,221,445 $25.78 $3,958,844 $22,029,969 $24,256,271 91%
2048 $4,390,303 $26.81 $5,743,322 $21,317,554 $23,607,909 90%
2049 $4,565,915 $27.89 $4,271,731 $22,255,678 $24,639,938 90%
2050 $4,748,552 $29.00 $5,546,494 $22,113,437 $24,570,486 90%
2051 $4,938,494 $30.16 $3,355,475 $24,383,605 $26,967,314 90%
2052 $5,136,034 $31.37 $3,676,021 $26,597,026 $29,324,755 91%
2053 $5,341,475 $32.62 $4,080,210 $28,675,121 $31,562,268 91%
SAMLARC
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Summary of Association Reserves

CA Civil Code 5565

Component Summary by Category

Altisima Park
Ama Daisy Trail
Arroyo Vista Park
Beach Club

Bluff Top Trail
Business Office
Canada Vista Park
Central Park
Cielo Vista Park
Estrella Vista Park
Florecita Trail
Lagoon

Lake

Lake Shore
Landscaping

Los Abanicos

Los Paseos

Mesa Linda Park
Miscellaneous
Monte Vista Park

Security & Fire Systems

Solana Park
Streetscape

Tijeras Creek Park
Trabuco Mesa Park
Urban Trail East
Urban Trail West

Vereda Laguna Trail

Vista Verde Park

UL

2-36
25-28
2-36
3-36
10-25
4-10
3-35
3-30
3-30
10-25
25-28
2-30
5-25
3-28
1-15
8-28
8-25
3-35
1-40
3-36
10-10
2-36
20-25
2-36
2-36
8-28
8-28
28-28
2-25

RUL

0-23
10-19
0-29
0-25
1-13
3-8
0-25
0-20
0-17
1-13
10-19
0-19
0-19
0-18
0-11
1-17
0-15
0-29
0-24
0-33
8-8
0-23
10-13
0-24
0-28
3-19
7-19
19-19
1-13

Totals

Current
Replacement
Cost
$1,599,288
$15,924
$1,206,891
$1,529,302
$158,418
$65,149
$688,610
$634,418
$284,830
$302,023
$13,012
$589,467
$339,220
$326,991
$752,253
$102,807
$73,598
$299,376
$3,823,823
$1,053,574
$77,280
$1,386,536
$86,028
$553,941
$818,804
$94,846
$9,144
$15,150
$216,970
$17,117,670

Accumulated
Reserve
Balance

$734,551
$5,205
$542,192
$654,463
$107,054
$13,827
$266,328
$384,100
$178,547
$239,246
$4,107
$313,953
$228,689
$156,144
$450,821
$75,356
$39,761
$189,037
$2,101,784
$526,472
$14,327
$768,512
$38,038
$314,019
$342,206
$57,689
$2,948
$4,514
$146,111
$8,900,000

SAMLARC

Units: 13,645 | Start Date: 1/1/2024

Annual Fully
Funded
Requirement
$125,288
$576
$107,671
$113,844
$10,667
$8,287
$45,545
$38,991
$22,984
$19,631
$469
$62,577
$32,420
$20,254
$251,470
$6,848
$5,241
$24,113
$390,525
$89,159
$7,728
$104,731
$3,864
$43,839
$59,404
$5,810
$450
$541
$16,982
$1,619,911

Fully Funded
Reserve
Balance

$792,459
$5,615
$584,935
$706,057
$115,494
$14,917
$287,324
$414,381
$192,623
$258,107
$4,431
$338,703
$246,718
$168,453
$486,361
$81,297
$42,896
$203,940
$2,267,477
$567,976
$15,456
$829,097
$41,037
$338,775
$369,183
$62,237
$3,181
$4,870
$157,630
$9,601,628

Annual
Reserve
Contribution
$109,595
$504
$94,184
$99,584
$9,331
$7,249
$39,840
$34,107
$20,105
$17,172
$410
$54,739
$28,359
$17,717
$219,970
$5,990
$4,585
$21,093
$341,608
$77,991
$6,760
$91,613
$3,380
$38,348
$51,963
$5,082
$394
$473
$14,855
$1,417,000

SAMLARC
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RANCHO SANTA MARGARITA LANDSCAPE AND RECREATION CORPORATION

DELINQUENT ASSESSMENT COLLECTION POLICY

Effective: JANUARY 2024

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 Association. Your Board of Directors takes
very seriously its obligation under the CC&R’s and the California Civil Code to enforce the
members’ obligation to pay assessments. The Board has adopted this Collection Policy in an
effort to discharge that obligation in a fair, consistent, and effective manner. Therefore, pursuant
to the CC&R'’s and Civil Code, the following are the Association’s assessment collection practices
and policies:

Regular monthly assessments are due and payable on the 15 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 whether a statement is received.

All other assessments, including, but not limited to, Special Assessments,
Reimbursement Assessments, Reconstruction Assessments, and Capital Improvement
Assessments are due and payable on the date specified by the Board in the notice of
assessment.

Regular monthly assessments and all other assessments (as defined in Paragraph 2) are
collectively referred to herein as “Assessments”.

Assessments, late charges, interest and collection costs, including any attorneys’ fees,
are the personal obligation of the owner of the property at the time the Assessment or
other sums are levied. If an Assessment to be paid by an Apartment Owner becomes
delinquent, SAMLARC will recover costs, late charges and interest to the maximum
amount allowed under applicable law, separately for each Apartment Unit ("Residence").

Unpaid Assessments are delinquent 16 days after they are due.

A late charge of $10.00 or 10%, whichever is greater, will be charged for any Assessment
that is not received on or before the 16th day of the month, prior to the close of business.
As applied to Apartment Owners, a separate late fee will be charged for each Apartment
Unit (“Residence”).

Interest on the balance due will accrue at a rate not to exceed 12% per annum;
commencing thirty (30) days after the Assessment becomes due.

When an Assessment becomes more than sixty (60) days past due, the Association will
send a validation notice to the billing address on record with the association. The owner
will be charged a fee for the notice, as well as all costs to complete the transmittal of the
notice. If an owner writes to dispute the amount owed or to request “original creditor”
information within the validation period set forth in the notice, then the Association will
cease collection of the debt, or any disputed portion of the debt, until the Association
responds appropriately as required by law (see applicable consumer protection laws).

At fifteen (15) days past due, the association may invite owner(s) to a hearing for the
purpose of revoking membership privileges. Those privileges can include access to
common areas or facilities, services paid for by the association, and/or the member’s
right to vote in association elections.
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When an Assessment becomes more than ninety-five (95) days past due, the Association
will send a pre-lien letter to each owner, as required by the Civil Code, by certified mail to
the owner’s address of record. The owner will be charged $250.00 for the pre-lien letter,
as well as title check fees and all costs to complete the transmittal of the letters.

If the owner fails to pay the amounts set forth in the pre-lien letter within 30 days of
receipt 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 recorded against the
owner’s property. The owner will be charged $275.00 for the lien as well as any
processing fees and costs. A copy of the lien will be sent to each owner at his/her
address of record via certified mail within ten (10) days of recordation thereof. After the
expiration of thirty (30) days following recordation of the lien, the lien may be enforced in
any manner permitted by law.

o Prior to the recording of a Board authorized lien for delinquent Assessments, a
owner that is delinquent has the right to participate in internal dispute resolution
(“IDR”) pursuant to the “meet and confer” program in accordance with California
Civil Code. Prior to recording a lien, the Board of Directors will approve such
action by a majority vote of the Board of Directors.

0 Upon receipt of payment in full, that includes any late fees, interest, collection
costs and/or attorneys’ fees, a Release of Lien will be recorded. Copies of the
Release of Lien will be sent to all owners of record. A charge of $165.00 for this
release will be levied against the owners account. A $50 recording service will be
charged for the recording of the Release of Lien with the County Recorder Office.
All county recording fees are charged as applicable and as counties may charge
from time to time. Such fees will be charged to the delinquent owner’s account.

If an owner is delinquent for thirty (30) additional days after the Notice of Delinquent
Assessment (Lien) has been recorded, the Assessment collection matter will be referred
to the Association’s attorney or collection agent, and the lien may be enforced by judicial
or non-judicial foreclosure sale, or by money judgment at the Association’s option. An
actual foreclosure sale of an owner’s property will not be conducted unless or until either;
(a) the delinquent assessment amount totals One Thousand, Eight Hundred Dollars
($1,800) or more, excluding accelerated assessments and specified late charges and/or
fees; or (b) the assessments are delinquent for more than twelve (12) months. [You
could lose ownership of your property if a foreclosure action is completed. You will be
responsible for significant additional fees and costs, including attorneys’ fees, if a
foreclosure action is commenced against your property.] The decision to foreclose on a
lien must be made by a majority of the Board of Directors in an Executive Session
meeting and the Board of Directors must record their votes in the Minutes of the next
open session Meeting of the Board. The Board must maintain the confidentiality of the
delinquent owner(s) by identifying the matter in the Minutes by only the parcel number of
the owner’s property. Prior to initiating any foreclosure sale on a recorded lien, the
Association shall offer delinquent owners the option of participating in IDR or Alternative
Dispute Resolution (“ADR?”).

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

The Association will charge a processing fee to the owner for a returned check.

A $50 recording service will be charged for the recording of the Notice of Delinquent
Assessment (Lien) with the County Recorder Office. All county recording fees are
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charged as applicable and as counties may charge from time to time. Such fees will be
charged to the delinquent owner’s account.

e Any owner who is unable to pay Assessments will be entitled to submit a written request
for a payment plan to be considered by the Board of Directors. The Board of Directors is
not required to approve a payment plan. If a payment plan is approved, the Board of
Directors may establish the terms of the payment plan. A payment plan request or
approved payment plan will not impede the Board’s ability to vote for and record a lien.

The mailing address for overnight payment of assessments is:

FirstService Residential California, LLC
15241 Laguna Canyon Rd
Irvine, CA 92618

NOTICE ASSESSMENTS AND FORECLOSURE

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 Article 3 (commencing with Section 5700) of Chapter 8 of
Part 5 of Division 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 5700 through 5720 of the Civil
Code, inclusive)

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
area damaged by a member or a member’s guests, if the governing documents provide for this.
(Section 5725 of the Civil Code)

The association must comply with the requirements of Article 2 (commencing with Section 5650)
of Chapter 8 of Part 5 of Division 4 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
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property until it has satisfied those requirements. Any additional costs that result from satisfying
the requirements are the responsibility of the association. (Section 5675 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 5660 of the Civil Code)

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 5685 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, the owner 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 5655 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 so doing, 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 2 (commencing with Section 5900) of Chapter 10 of Part
5 of Division 4 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 3
(commencing with Section 5925) of Chapter 10 of Part 5 of Division 4 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 5685 of the Civil Code)

MEETINGS AND PAYMENT PLANS

An owner of a separate interest that is not a time-share interest 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 exists. (Section 5665 of the Civil Code)

The board 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 to the payment plan standards of the association, if they
exist. (Section 5665 of the Civil Code).

ASSIGNMENT OF RENTS
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In the event that the Association files any action against an Owner for unpaid Assessments on
Owner’s Unit, and said Unit is or becomes rented or leased at any time during the pendency of
the action, the Association shall have the right, upon ex parte notice and application, to request
that the Court order Owner to assign all rents due from the renter/lessor of said Unit to the
Association until such time as all Assessment delinquencies are cured.

ALTERNATIVE DISPUTE RESOLUTION

5925. As used in this article: (a) "Alternative dispute resolution” means mediation, arbitration,
conciliation, or other non-judicial procedure that involves a neutral party in the decision making
process. The form of alternative dispute resolution chosen pursuant to this article may be
binding or nonbinding, with the voluntary consent of the parties.

(b) "Enforcement action” means a civil action or proceeding, other than a cross-complaint, for
any of the following purposes:

(1) Enforcement of this title.

(2) Enforcement of the Nonprofit Mutual Benefit Corporation Law (Part 3 commencing with
Section 7110) of Division 2 of Title 1 of the Corporations Code).

(3) Enforcement of the governing documents of a common interest development.

5930. (a) An association or an owner or a member of a common interest development may not
file an enforcement action in the superior court unless the parties have endeavored to submit
their dispute to alternative dispute resolution pursuant to this article.

(b) This section applies only to an enforcement action that is solely for declaratory, injunctive, or
writ relief, or for that relief in conjunction with a claim for monetary damages not in excess of the
jurisdictional limits stated in the Code of Civil.

(c) This section does not apply to a small claims action.

(d) Except as otherwise provided by law, this section does not apply to an assessment dispute.

5935. (a) Any party to a dispute may initiate the process required by serving on all other parties
to the dispute a Request for Resolution. The Request for Resolution shall include all of the
following:

(1) A brief description of the dispute between the parties.

(2) A request for alternative dispute resolution.

(3) 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.

(4) If the party on whom the request is served is the owner of a separate interest, a copy of this
article.

(b) 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.

(c) A party on whom a Request for Resolution is served has 30 days following service to accept
or reject the request. If a party does not accept the request within that period, the request is
deemed rejected by the party.

5940. (a) If the party on whom a Request for Resolution is served accepts the request, the
parties shall complete the alternative dispute resolution within 90 days after the party initiating
the request receives the acceptance, unless this period is extended by written stipulation signed
by both parties.

(b) Chapter 2 (commencing with Section 1115) of Division 9 of the Evidence Code applies to
any form of alternative dispute resolution initiated by a Request for Resolution under this article,
other than arbitration.

(c) The costs of the alternative dispute resolution shall be borne by the parties.
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5945. 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 Section 5935 for response to a Request for Resolution.

(b) If the Request for Resolution is accepted, the period provided by Section 5940 for
completion of alternative dispute resolution, including any extension of time stipulated to by the
parties pursuant to Section 5940.

5950. (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:

(1) Alternative dispute resolution has been completed in compliance with this article.

(2) One of the other parties to the dispute did not accept the terms offered for alternative dispute
resolution.

(3) Preliminary or temporary injunctive relief is necessary.

(b) Failure to file a certificate pursuant to subdivision (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.

5955. (a) After an enforcement action is commenced, on written stipulation of the parties, the
matter may be referred to alternative dispute resolution. 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.

(b) The costs of the alternative dispute resolution shall be borne by the parties.

5960. In an enforcement action in which fees and costs may be awarded pursuant to
subdivision (c) of the court, in determining the amount of the award, may consider whether a
party's refusal to participate in alternative dispute resolution before commencement of the action
was reasonable.

5965. (a) An association shall annually provide its members a summary of the provisions of this
article that specifically references this article. The summary shall include the following
language:

"Failure of a member of the association to comply with the alternative dispute resolution
requirements 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 or the
applicable law."

(b) The summary shall be provided either at the time the pro forma budget is distributed or in the
manner prescribed in Section 5016 of the Corporations Code. The summary shall include a
description of the association's internal dispute resolution process.

INTERNAL DISPUTE RESOLUTION

5915. Statutory Dispute Resolution Procedure

(a) This section applies in an association that does not otherwise provide a fair, reasonable,
and expeditious dispute resolution procedure. The procedure provided in this section is fair,
reasonable, and expeditious, within the meaning of this article.

(b) Either party to a dispute within the scope of this article 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 an association may refuse a request to meet and confer. The association may
not refuse a request to meet and confer.
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(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. The parties
may be assisted by an attorney or another person at their own cost when conferring.

(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.

(c) A written agreement reached under this section binds the parties and is judicially enforceable
if it is signed by both parties and both of the following conditions are satisfied:

(1) The agreement is not in conflict with law or the governing documents of the common interest
development or 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.

(d) A member of the association may not be charged a fee to participate in the process.
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INSURANCE INFORMATION FOR COMMUNITY RESIDENTS 2023-2024

This letter contains important information regarding the coverage of the Corporation’s Master
Insurance Policy and the individual coverage needs of each community resident.

Corporation Master Policy includes:

a. Common Area Buildings and Structures
Landscaping

Liability for Common Areas

Earthquake Coverage

Flood Coverage

©Cooo

Covered Perils Include: Fire, theft, vandalism, windstorm, hail, & explosion (“All Risk” coverage form
subject to exclusions)

Resident Responsibility:

SAMLARC’s master policies do not provide any coverage for residential units. Please consult
with your sub-association for your individual insurance requirements and any coverages they
may provide.

Lenders/ Mortgage Companies

If your Lender needs verification of insurance for the Corporation please have them fax or email
their request to Brown & Brown:

Fax: 503-914-5430 Email: coi@bbrown.com

Claim Reporting
We ask that all claims be reported to FirstService Residential. They will forward to our agency for
reporting as needed.



Annual Policy Statement (Civ. Code §5310)

Effective January 1, 2014, the board is required to distribute an annual policy statement that
provides the association members with information about its policies.

1.

Statement of Name and Address of Person Designated to Receive Official
Communications to Association (Civ. Code §4035)

The name and address of the person designated to receive official communications to the
association is the Community Executive Officer on behalf of SAMLARC c/o FirstService
Residential Management, 22342A Avenida Empresa, Suite 102-A, Rancho Santa Margarita, CA
92688.

Statement of Member’s Ability to Have Notices Sent to Up to Two Different

Addresses (Civ. Code §4040)
Members may submit a request to the address noted above to have notices sent to up to

two different specified addresses.

. Statement of the Posting Location for General Notices (Civ. Code §4045)

Civil Code permits the association to provide General Notices to the membership via
newsletter, billing statement messages, or posting in a prominent location. If the association
chooses to post notices, they will be located at the SAMLARC Beach Club at 21472 Ave. De
los Fundadores, Rancho Santa Margarita, CA 92688 and the SAMLARC Business Office located
at 22342A — Avenida Empresa, Suite 102A, Rancho Santa Margarita, CA 92688.

Notice of Member’s Right to Receive General Notices by Individual Delivery
(Civ. Code §5730)

If you would like all notices, including general notices, to be sent to you by individual delivery,
please notify the association’s Manager in writing.

Notice of Member’s Right to Minutes (Civ. Code §4950)

Copies of board meeting minutes for meetings that are open to the membership are available
on SAMLARC.org and upon written request throughout the year. Minutes are available thirty
days following the meeting date and any charges involved for copying and postage for those
minutes are the responsibility of the requesting owner. If the minutes are not approved by
the Board within the 30-day period of the request, draft minutes will be provided to you.

Statement of Assessment Collection Policies (Civ. Code §5730)

Notice Assessments and Foreclosure

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 Article 3 (commencing with Section 5700) of
Chapter 8 of Part 5 of Division 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 5700
through 5720 of the Civil Code, inclusive)

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
area damaged by a member or a member’s guests, if the governing documents provide for
this. (Section 5725 of the Civil Code)

The association must comply with the requirements of Article 2 (commencing with Section
5650) of Chapter 8 of Part 5 of Division 4 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 5675 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 5660 of the Civil Code)

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 5685 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.



7. Statement of Association’s Policies and Practices in Enforcing Lien Rights, etc.

(Civ Code §5730)
For the Association's Collection Policy, see Payments and Meetings and Payment Plans

8. Statement of Association’s Discipline Policy and Schedule of Penalties (Civ.
Code §5850) Discipline Policy
Section VI of Adopted 2023 SAMLARC Policies & Guidelines
A. Standard Enforcement Process

1.

In the event that the SAMLARC Covenant Committee observes that an apparent

violation of the Governing Documents and/or rules of SAMLARC has taken place, or

receives a Rules and Violation Report, which has been signed by two or more

Residents, the Committee will act as follows:

a) Place a Courtesy Tag on garage door of residence in Level 1 Violations e.g.
trash can left out, weeds in front yard, basketball hoop left on street or
sidewalk, etc.

b) Send a violation letter stating the violation and the date by which such
violation is to be cured to avoid further enforcement efforts.

c) If the violation continues, send a second letter with a notice to the Member
advising of the Member’s right to appear and discuss the violation with the
Covenant Committee. The hearing date will normally be set not less than
fifteen days (15) or more than sixty (60) days from date of written notice of
the hearing.

d) A Member is present either in person, or by written response to the alleged
violation, at a hearing before the Committee. The Committee has seven (7)
business days after hearing to deliver written decision to the Member.

e) If the decision is to impose a fine, the Fine Schedule will apply.

At any point the Committee may determine to continue fines, use the legal system

or cause correction of the violation by SAMLARC to resolve the matter. The Member

is responsible for legal fees and/or reimbursement of costs incurred by SAMLARC
in enforcement activity.

Properties in Violation - When a property is in violation of the Governing Documents

due to lack of repair/maintenance and the Owner chooses a remedy that requires

prior Architectural Review Committee approval, Owners will have thirty (30) days
from the Architectural Review Committee approval date to commence construction
or the execution of the remedy, then an additional thirty (30) days (60 days from

Architectural Review Committee approval date) to complete the remedy. The

Covenant Committee may, on its own, extend the date of completion as the

Committee deems warranted by the extent and nature of the remedy or, a

reasonable extension may be issued by the Covenant Committee subject to an

Owner's request in writing. Dates of commencement and completion will NOT be

suspended or extended while the Covenant Committee considers a request to

extend any date.

Statute of Limitations - If the violation is discovered, or in the exercise of reasonable

diligence should have been discovered by SAMLARC, more than five (5) years

before legal action can be commenced by SAMLARC against the violator for breach
of a restriction, then SAMLARC, generally, and the absence of fraud, shall not



commence legal action against the violating owner for violation of a restriction. The
burden of proof is on the violating owner to prove that the statute of limitations
has run. This directive is based upon California Code of Civil Procedure § 336 which
states the statute of limitations for actions for violation of a restriction is five (5)
years.

5. All Level 1 Violations shall be initiated by a courtesy notification tag which will be
issued prior to first violation letters.

6. A courtesy letter may be sent first on special circumstances.

7. When a Level 3 Violation accumulates a total of $500 in fines, the next violation
letter is to be sent Certified Mail.

8. The exterior of all SAMLARC violation letter envelopes will be stamped in red ink
with the phrase “Compliance Required.”

9. Rescission of fines will be considered by the Covenant Committee and/or the Board
of Directors on a case-by-case basis.

10. In the event a homeowner repeats the same infraction within six (6) months for a
Level 1 violation previously resolved, the violation will be reopened at the status
and fine schedule in which it was previously closed. In the event a homeowner
repeats the same infraction within twelve (12) months for all Level 2 and 3 violations
previously resolved, the violation will be reopened at the status and the schedule
in which it was previously closed.

Note: Refer to Article XIX, Section 19.01 of the CC&Rs for specific language regarding
SAMLARC's Right of Enforcement.

B. SAMLARC Right of Entry to Take Corrective Action

Entry may be made upon any Residence in connection with any exterior maintenance,

repair or construction in the exercise of the powers and duties of SAMLARC after approval

by two-thirds (2/3) vote of the Board. [Bylaws, Section 6.02 (j)(iii)]. Prior to entry by

SAMLARC upon a Residence to correct or repair, the Board shall specify a date for

completion of the work to be performed by the Owner. [Bylaws, Section 10.03(d)]. If the

corrective work is not completed within the specified time, the Board or its Covenant

Committee may cause such corrective work to be accomplished. In causing the corrective

work to be accomplished, the Board or its Covenant Committee shall:

1. Provide the Owner with no more than ten (10) days following receipt thereby of said
written notice of election in which to select a day or days upon which such corrective
work shall be accomplished.

2. The date which said Owner selects shall be not less than ten (10) days nor more than
thirty (30) days following the last day of the ten (10) day period specified in such
notice of election;

3. If said Owner does not select such day or days within the ten (10) day period specified
in such notice of election, or, if the work is not completed by the date selected by the
Owner, SAMLARC will not need Owner approval or agreement to perform corrective
work and the Board or such committee may elect a day or days upon which such
corrective work may be accomplished which shall be not less than twenty-five (25)
nor more than fifty-five (55) days from the last day of the ten (10 day period specified
in such notice of election; [Bylaws, Section 10.03 (d)]; and



4.

5.

Such entry may be made only after not less than three (3) days’ notice has been given
to the Owner. [Bylaws, Section 6.01(j)(iii)]

Unless the Owner and the Board otherwise agree, such corrective work shall take place
only during daylight hours on any day, Monday through Friday, excluding holidays.
[Bylaws Section 10.03 (d)]

The following shall apply to all “self-help” with entry upon any Residence:

a) All work must be completed in one day.

b) Photographs shall be taken before and after.

c) A member of SAMLARC staff shall verify the violation exists at the beginning
of work.

d) An unarmed bonded security guard will be present at all times at the place of
work, regardless of whether the Owner is cooperative or not;

e) A member of SAMLARC staff shall verify the following at the conclusion of
work:

1.  No tools, equipment, debris of parts remain at the Residence.
2.  No trenches, holes, or depressions remain.

3. Damage check.

4.  Photos taken (Letter b above)

f) If there is any form of confrontation, or actual or threatened harm to persons
or property, all work shall cease immediately and all workers, security guard
and SAMLARC representatives shall remove themselves from the Residence.

g) Owner shall be responsible for all costs and expenses incurred by SAMLARC
for any work performed by SAMLARC to correct a violation.

C. Dumping or Discharge of Any Debris or Detritus Material on Samlarc Community
Property

1.

SAMLARC staff shall investigate all reports of dumping or discharge of detritus
material on SAMLARC Community Property.

Staff shall verify that dumping or discharge has occurred.

Staff shall take steps to verify that the dumping or discharge was not by vendors
of SAMLARC.

If Staff receives a report of dumping or discharge, the person making the report
shall be advised to call the Sheriff's Department. Staff shall then also contact the
Sheriff's Department and provide a report of the information received.

Staff shall make every effort to determine who dumped or discharged the debris.
If it is an Owner, then SAMLARC staff shall send a notice of violation to the
offending Resident/Owner and process the violation in the same manner as all
other violations are processed.

Staff shall make arrangements for cleaning the dumped or discharged detritus
material and asses the cost to Owner identified in #5 above by charging the Owner
with a Special “"Reimbursement” Assessment (as provided in the CC&Rs, Article
VI), in addition to any other remedies, fines, or disciplinary measures imposed.

If the Special “"Reimbursement” Assessment is not paid within the time required,
then a lien for the unpaid amount shall be processed in the same manner as a
lien is processed for non-payment of regular assessments.



D. Rules And Violation Report
There must be two (2) Members representing two different Residences of the Master
Association to pursue violations that cannot be viewed during an inspection of the
community (i.e., barking dog, noise nuisance, garage storage, etc.) Please be as specific
as possible to allow the Covenant Committee to expedite the process in a timely manner.
Include specific times and locations. All alleged violations will be evaluated to ensure they
are considered an infraction as defined by the Master Association's legal documents.

E. Fine Schedule

1.

Letter inviting Member to first hearing. Follow-up letter with first fine plus legal fees,

as applicable, following the scheduled hearing.

Letter inviting Member to second hearing. Follow-up letter with second fine, plus legal

fees, as applicable, following the scheduled hearing.

Letter inviting Owner to third hearing. Follow-up letter with third fine, plus legal fees,

as applicable, following the scheduled hearing.

The Covenant Committee may take action including but not limited to: change the

ongoing rate of fines; use the legal system; or, correct the violation to resolve the

matter. The Member is responsible for legal fees and/or reimbursement of costs
incurred by SAMLARC in enforcement activity.

If the violation continues following the third notice of hearing and fine, continuing

enforcement may proceed, which may include a combination of the following options:

a. Seek remedy by use of Internal Dispute Resolution (IDR) to provide a fair,
reasonable and expeditious procedure for resolving a dispute between SAMLARC
(the Association) and a Member involving the parties’ rights, duties, or liabilities
under the Davis-Sterling Common Interest Development Act. The IDR process
may be begun by either the Association or the Member (the “requesting party”)
requesting the same, in writing, and serving the other party (the “responding
party”) with a copy of the written request (“the Request”) by certified mail. If
the process is invoked by a Member, the Association shall participate. If the
process is invoked by the Association, the Member may elect not to participate
in the procedure. Should the Member elect not to participate in the procedure,
however, the Member shall thereby waive any right to appeal or ask the Board
of Directors to reconsider any decision it may make regarding the dispute.

b. Suspend or condition the Owner's right to use any recreation facilities that
SAMLARC owns, after Notice of Hearing and suspend the Owner's voting
privileges as a Member.

¢. Forward to legal counsel for further enforcement.

d. Seek remedy by use of Alternative Dispute Resolution (ADR) such as mediation
or arbitration.

e. Enter upon Owner's Lot to remove the violation, make the necessary repairs, or
perform maintenance, which is the responsibility of the Owner.

Fine amounts are categorized into levels according to the severity of the violation,

based on a number of factors including, but not limited to, the violations impact on

the neighborhood, cooperation of the Owner in resolving current and prior violations,
multiple violations, repeated offenses, etc.



LEVELS OF FINE PROGRESSION
1st Fine 2nd Fine 3rd Fine and
On Going*
Level 1: $150 $200 $250
Level 2: $200 $250 $300
Level 3: $250 $300 $350

* Fines increase in $50 increments.

Violation Standard Fine
Level*
Holiday Lighting Level 1
Garage Usage Level 1
Nuisance Level 1
Portable Basketball Backboards Level 1
Commercial and Inoperable Vehicles Level 2
Trash Cans Level 1
Unsightly Items Level 1
Home Maintenance Level 2
Landscape Maintenance Level 2
Signs Level 2
Vehicle Repairs Level 2
Window Coverings Level 2
Non-Submittal of Plans Level 3
Business conducted from Residence Level 3
Parking: Recreational / Vehicles Level 3
Temporary Structures Level 3

* May be modified by the Covenant Committee for specific circumstances and

facts, (e.g. history of violation, cooperation, multiple violations).

Any fines not paid will result in legal action per SAMLARC's legal documents. The Board
of Directors will determine the time frame for curing the offenses for each violator

consistent with previously reported similar violations, as applicable.

SPECIAL NOTE: Should a violation occur which imposes financial obligation upon
SAMLARC, then the party responsible for said violation shall reimburse SAMLARC, by way
of Special Assessment, for this financial obligation. Example: If an Owner, or an Owner's
tenant, guest, family Member or other invitee causes damage to a fence, tree, or any
other Community Property, the repair and replacement costs together with the cost of
administrative time involved in securing the repair, locating the violator, etc. will be

charged to the responsible party.




9. Summary of Association’s Dispute Resolution Procedures (ADR and IDR) (Civ.
Code §5920 and §5965)
Alternative Dispute Resolution

5925 - As used in this article:

(a)

(b)

5930

(a)

(b)

(©
(d)

5935

@)

(b)

(c)

"Alternative dispute resolution" means mediation, arbitration, conciliation, or other non-

judicial procedure that involves a neutral party in the decision-making process. The form

of alternative dispute resolution chosen pursuant to this article may be binding or

nonbinding, with the voluntary consent of the parties.

"Enforcement action" means a civil action or proceeding, other than a cross-complaint,

for any of the following purposes:

(1) Enforcement of this title.

(2) Enforcement of the Nonprofit Mutual Benefit Corporation Law (Part 3 commencing
with Section 7110) of Division 2 of Title 1 of the Corporations Code). (3)
Enforcement of the governing documents of a common interest development.

An association or an owner or a member of a common interest development may not
file an enforcement action in the superior court unless the parties have endeavored to
submit their dispute to alternative dispute resolution pursuant to this article.

This section applies only to an enforcement action that is solely for declaratory,
injunctive, or writ relief, or for that relief in conjunction with a claim for monetary
damages not in excess of the jurisdictional limits stated in the Code of Civil.

This section does not apply to a small claims action.

Except as otherwise provided by law, this section does not apply to an assessment
dispute.

Any party to a dispute may initiate the process required by serving on all other parties

to the dispute a Request for Resolution. The Request for Resolution shall include all of

the following:

(1) A brief description of the dispute between the parties.

(2) A request for alternative dispute resolution.

(3) 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.

(4) If the party on whom the request is served is the owner of a separate interest, a
copy of this article.

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.

A party on whom a Request for Resolution is served has 30 days following service to

accept or reject the request. If a party does not accept the request within that period,

the request is deemed rejected by the party.



5940

(@) If the party on whom a Request for Resolution is served accepts the request, the parties
shall complete the alternative dispute resolution within 90 days after the party initiating
the request receives the acceptance, unless this period is extended by written stipulation
signed by both parties.

(b) Chapter 2 (commencing with Section 1115) of Division 9 of the Evidence Code applies
to any form of alternative dispute resolution initiated by a Request for Resolution under
this article, other than arbitration.

(c) The costs of the alternative dispute resolution shall be borne by the parties.

5945

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:

(@) The period provided in Section 5935 for response to a Request for Resolution.

(b) If the Request for Resolution is accepted, the period provided by Section 5940 for
completion of alternative dispute resolution, including any extension of time
stipulated to by the parties pursuant to Section 5940.

5950
(@) 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:
(1) Alternative dispute resolution has been completed in compliance with this
article.
(2) One of the other parties to the dispute did not accept the terms offered for
alternative dispute resolution.
(3) Preliminary or temporary injunctive relief is necessary.
(b) Failure to file a certificate pursuant to subdivision (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.

5955

(a) After an enforcement action is commenced, on written stipulation of the parties, the
matter may be referred to alternative dispute resolution. 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.

(b) The costs of the alternative dispute resolution shall be borne by the parties.

5960

In an enforcement action in which fees and costs may be awarded pursuant to subdivision
(c) of the court, in determining the amount of the award, may consider whether a party's
refusal to participate in alternative dispute resolution before commencement of the action
was reasonable.



5965

(a)

(b)

Internal
5915

(a)

(b)

An association shall annually provide its members a summary of the provisions of
this article that specifically references this article. The summary shall include the
following language:

"Failure of a member of the association to comply with the alternative dispute
resolution requirements 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 or the applicable law."

The summary shall be provided either at the time the pro forma budget is distributed
or in the manner prescribed in Section 5016 of the Corporations Code. The summary
shall include a description of the association's internal dispute resolution process.

Dispute Resolution

- Statutory Dispute Resolution Procedure

This section applies in an association that does not otherwise provide a fair,

reasonable, and expeditious dispute resolution procedure. The procedure provided

in this section is fair, reasonable, and expeditious, within the meaning of this article.

Either party to a dispute within the scope of this article 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 an 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. The parties may be assisted by an attorney or another
person at their own cost when conferring.

(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.

(c) A written agreement reached under this section binds the parties and is
judicially enforceable if it is signed by both parties and both of the following
conditions are satisfied:

(1) The agreement is not in conflict with law or the governing documents of
the common interest development or 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.

(d) A member of the association may not be charged a fee to participate in the
process.



10.

Summary of Procedures for Architectural Review (Civ. Code §4765)

Architectural Review Process and Submittal Requirements

Before work may begin, owners must present a complete architectural modification
request to the Architectural Review Committee (ARC) for any proposed improvement(s),
modification(s) or alteration(s) to the Lot, (excluding rear and side yard landscape and
hardscape that is below the fence height), before work may begin. General maintenance,
repairs and/or touch-ups do not need to go through the SAMLARC architectural review
process. Color changes, finish changes and/or material changes are required to go through
the SAMLARC architectural review process.

All drawings shall be prepared in accordance with the requirements of the City of Rancho
Santa Margarita Building Department. Approval by the City of Rancho Santa Margarita in
no way constitutes SAMLARC architectural approval.

Once an Owner receives written approval from the ARC and all required governmental
agencies, construction may commence. Upon completion of the approved
Improvement(s), a SAMLARC Notice of Completion must be forwarded to the SAMLARC
Architectural Review Committee.

If proposed improvements require access over the Community Property or Covered
Property for the purposes of transporting labor or materials, written permission for such
access shall be required from SAMLARC. Any such requests must be filed with the ARC
prior to the commencement of construction. No Owner shall alter any landscaping, and/or
otherwise change any Community Property, owned and maintained by SAMLARC.

All work must be performed in @ manner consistent with the construction standards of the
Dwelling, and with the design and appearance of the community. All work considered to
be of an unsightly finished nature, or of lesser quality than the prevailing community
standards, shall be reworked to an acceptable appearance at the Owner's expense.

Member Review Process

1. Plans — will be reviewed by the ARC no less than once per month. The date and time
of the meetings shall be set by the Members of the Committee.

2. Architectural Review Committee — shall review and approve or disapprove all plans
and specifications submitted to it for any proposed Improvement solely on the basis
of compliance with the Architectural Standards, aesthetic considerations and the
overall benefit or detriment which would result to the immediate vicinity and the
Development generally. The Architectural Review Committee shall take into
consideration the aesthetic aspects of the architectural designs, placement of
buildings, landscaping, Color Schemes, exterior finishes, materials, and similar
features.

3. Architectural Review Committee — shall approve plans and specifications submitted
for its approval only if it deems that the proposed Improvement will not be
detrimental to the appearance of the Development as a whole; that the Improvement
complies with the Architectural Standards; that the appearance of any Improvements




will be in harmony with the surrounding structures; and that the construction of any

Improvement will not detract from the beauty and attractiveness of the Development.

Guidelines — It is important that these Guidelines be carefully read before submitting

plans. Architectural modification requests along with the documentation pertinent to

the request must be submitted through the SAMLARC Resident Portal. Submittal

forms are available upon request at the SAMLARC Business Office. Members of a

Subordinate Maintenance Corporation must receive written unconditional approval

from the Subordinate Maintenance Corporation prior to any requests to SAMLARC.

An architectural modification request received without proper approval from a

Subordinate Maintenance Corporation will be deemed incomplete. Plan Submittal

Requirement Check List may include:

a. Subordinate Maintenance Corporation Unconditional Approval signed by the
appropriate entity (if applicable).

b. SAMLARC Neighbor Notification Statement Form signed by impacted
homeowners.

Cc. SAMLARC Painting Submittal Requirements Form (if applicable) complete with
color names and paint codes.

d. Color photographs of the front elevation of home and all areas applicable for
submittal.

e. One (1) set of plans should include a site plan, detailed specifications;
dimensions; materials; elevation drawings; plant list; color brochure, color
photos.

f.  $50.00 or $250 Application fee (make checks payable to: SAMLARC or paid
electronically through the SAMLARC Resident Portal).

g. Completion notice and color photos must be submitted 30 days after completion.

Architectural Review Committee — shall give final written approval or disapproval of

the request within thirty (30) days from receipt of a complete architectural

modification request (including all the required supporting information and
documentation). In the event the ARC fails to respond within thirty (30) days from
receipt of the complete, request, the request shall be deemed to be approved.

Improvements — No Improvement shall be constructed, installed, expanded, made,

planted, commenced or erected except in compliance with plans and specifications

therefore which have been first submitted to, and approved by, the ARC. If written
approval from the ARC is not obtained, construction shall constitute a violation of the

CC&R's, and the unauthorized Improvement may have to be modified or removed at

the Owner's expense.

Application Fee — (payable to SAMLARC)

Payment of a $50 fee to SAMLARC will be required to cover the cost of review on all

Improvements, with the exception of Room Additions and Second Story Balconies

which require a $250 application fee.

Proposed Construction Schedule — Indicate start date and estimated completion date.

From the date a plan request is approved, Owners whose property is not in any type

of violation will have six (6) months to begin construction. Once a project has begun,

Owners will have one hundred twenty (120) days to complete the project or what the

Building Permit allows.




9. Properties in Violation — When a property is in violation of the CC&R'’s due to lack of
repair/maintenance and the Owner chooses a remedy that requires prior ARC
approval, Owners will have thirty (30) days from the ARC approval date to commence
construction or the execution of the remedy, then an additional thirty (30) days (60
days from ARC approval date) to complete the remedy. The Covenant Committee
may, on its own, set to extend the date of completion as the Committee deems
warranted by the extent and nature of the remedy or, a reasonable extension may
be issued by the Covenant Committee subject to an Owner's request in writing.
Dates of commencement and completion will NOT be suspended or extended while
the Covenant Committee's considers a request to extend any date.

10. Allowed Construction Hours — (as per the City of Rancho Santa Margarita's Municipal
Code) The following hours must be adhered to:

a. 7 a.m. - 8 p.m. Monday through Saturday.
b. No construction access on Sundays or Federal Holidays.

11. Architectural modification requests are submitted through the SAMLARC Resident
Portal or to the SAMLARC Business Office by request. The SAMLARC Resident Portal
can be accessed by visiting SAMLARC.org.

Architectural Submittals Delivery

Architectural Submittals may be filed online through SAMLARC.org for convenience and
reduction of paper waste. Members who wish to file a paper application may submit the
application to:

SAMLARC Architectural Review Committee
22342A Avenida Empresa, Suite 102A
Rancho Santa Margarita, CA 92688

Architectural Appeals Process

In the event plans and specifications submitted to the ARC are disapproved, the Owner
filing such application may appeal in writing to the ARC. The Homeowner in their written
appeal may request to speak before the ARC. If the matter cannot be resolved at that
level, the homeowner may appeal to the Board of Directors. The appeal must be received
by the Board of Directors not more than fifteen (15) days following the final decision of
the ARC.

Within forty-five (45) days following receipt of the request for appeal, the Board shall
render its written decision. The Board may agree with the ARC and uphold the disapproval,
or the Board may disagree with the ARC and approve the plans. The failure of the Board
to render a decision within said forty-five (45) day period shall be deemed a decision in
favor of the Owner.

Any request for reconsideration/appeal to the Board must be accompanied by a copy of
the plans you submitted and the disapproval worksheet, and must be submitted in writing
to the Board of Directors, addressed as follows:



SAMLARC Board of Directors
Rancho Santa Margarita Landscape and Recreation Corporation (SAMLARC)
22342A Avenida Empresa, Suite 102-A
Rancho Santa Margarita, CA 92688

11. Statement of Address for Overnight Payment of Assessments (Civ. Code
§5655)

The mailing address for overnight payment of assessments is:

Rancho Santa Margarita Landscape and Recreation Corporation
c/o: FirstService Residential California, LLC
15241 Laguna Canyon Rd
Irvine, CA 92618



