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inorder to provide prospective purchasers with current Association financial
statements.

. AVAILABILITY OF 2009/2010 PRO FORMA

OPERATING BUDGET

The 2009/2010 pro forma operating budget is available at
the Association’s administrative offices. A copy will be provided
atAssociation expense to amember upon request. If any member
requests a copy of the 2009/2010 Pro Forma Operating Budget
be mailed to the member, the Association shall provide the copy
to the member by first-class United States mail at Association
expense. Delivery by mail shall be within five days of receipt
of request.

Il. APPROVED ASSESSMENT FOR THE
2009/2010 FISCAL YEAR

The Canyon Lake Property Owners Association Board of Directors
has established the annual charges for 2009-2010 to be $1,637.08 per lot
for the operating expenses and $822.92 per lot for contributions to capital
which consists of a community facilities development fund and reserve
accounts set aside for major repair and replacement of Association assets
including for a total sum of $2,460.00 per lot. The Board of Directors has
determined that the assessment amount of $2,460.00 will be sufficient for
the fiscal year 2009-2010, and does not anticipate a special assessment to
repair, replace, or restore any major component.

Property owners have the option of paying the 2009-2010 annual
assessment in monthly installments plus a per month fee. A coupon pay-
ment book will be provided to each member. The Association will mail
monthly statements for all accounts with charges owing including past
due assessments.

1. AVAILABILITY OF MINUTES OF BOARD OF
DIRECTORS MEETINGS

The minutes, minutes proposed for adoption that are marked to indicate
draft status, or a summary of the minutes, of any meeting of the Board of
Directors, other than an executive session, shall be available to members
within 30 days of the meeting. The minutes, proposed minutes, or summary
minutes (if any) shall be distributed to any member of the Association upon
request and upon reimbursement of (or an agreement to reimburse) the As-
sociation's costs for making that distribution. Requests for minutes may be
submitted to the Association, in writing, at the Association's administration
office and the minutes will be produced or distributed to the member, as
appropriate, at a reasonable time.

IV. RESERVES AND COMMUNITY FACILITIES
DEVELOPMENT FUND

The Association has established reserve accounts to fund the future
repair or replacement of the assets the Association is obligated to maintain
and a Community Facilities Development Fund for projects by the Board
of Directors, consisting primarily of Park and Recreation facilities. The
reserve accounts (Repair Replacement Reserve and the Road Reserve) are
outlined below separately, followed by a summary of the combined totals of
the funds. This section also contains a brief description of the Community
Facilities Development Fund.

NOTE: The financial representations set forth in this section are
based on the best estimates of the preparer at that time. The estimates are
subject to change.

A. REPAIR REPLACEMENT RESERVE

The Association has a Repair Replacement reserve study prepared at
least every three years toestimate the timing and cost of future repairs and
replacements for Association property andequipment, excluding common
area streets maintained by the Association. The reserve study is updated
annually. (The Association performs a separate reserve study for the streets,
see Section IV.B below.) The most recent Repair-Replacement reserve study
was completed in September of 2008. The study is updated annually and
expects that to occur in September of 2009.

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
is $6,427,243 at the end of the current fiscal year, based in whole or in part
on the last reserve study prepared by Felix Reserve Group as of September
2008. The projected reserves fund cash balance at the end of the current fiscal
year is $4,650,000, resulting in reserves being 72% funded at this date. If
an alternate, but generally accepted, method of calculation is also used, the

required reserve amount is N/A. (no alternate method considered).

Based on the method of calculation in paragraph (4) of subdivision (b)
of Section 1365.2.5 of the Civil Code, the estimated amount required in the
reserve fund at the end of each of the next five budgeted years is:

Estimated  Projected reserve Projected reserve fund

Year amount  fundcashbalance %  cashbalance ifreserve %
Ending requiredinthe  based on2008 reserve funding plan approved reserve
30-Apr reservefund  reserve study*  funding by POAis implemented*™* funding

112010 | 7,280,262 5,546,157 | 76% 5,941,541 82%

2| 2011 | 7,698,958 5971,953 | 78% 6,717,341 87%

3| 2012 | 7,994 457 6,241,384 | 78% 7,336,776 92%

412013 | 8,505,267 6,685952 | 79% 8,131,349 96%

512014 | 8,660,898 6,744,753 | 78% 8,540,154 99%

* Since the Assessments are approved on an annual basis this cash
balance asumes funding at the same level as approved for 2010.

% The expected balances reported in this column also assumes fund-
ing continues at the same level as approved for 2010. The difference in the
expected fund balances described in column 3 largely arise from the early
cancellation of the dredge project.

B. ROAD RESERVE

A separate study was conducted by a licensed engineer to estimate the
timing and cost of future repairs and replacements for 36 miles of 2-way
common streets within the Association.

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
is $14,172,300 at the end of the current fiscal year, based in whole or in
part on the last reserve study prepared by Albert A. Webb and Associates as
of September of 2006 and updated in May of 2008. The projected reserves
fund cash balance at the end of the current fiscal year is $3,900,000, result-
ing in reserves being 28% funded at this date. If an alternate, but generally
accepted, method of calculation is also used, the required reserve amount
is N/A. (no alternate method considered).

Based on the method of calculation in paragraph (4) of subdivision (b)
of Section 1365.2.5 of the Civil Code, the estimated amount required in the
reserve fund at the end of each of the next five budgeted years is:

Estimated  Projected reserve Projected reserve fund
Year amount  fund cashbalance % cash balance ifreserve %
Ending requiredinthe  based on2006 reserve funding plan approved reserve
30-Apr reservefund  reserve study*  funding by POAIs implemented™ funding
112010 | 14,908,324 3,100,000 21% 1,163,750 8%
2 | 2011 | 10,816,635 2,300,000 21% 2,938,750 21%
3| 2012 | 11,311,275 3,950,000 35% 4,713,750 42%
4 12013 | 11,886,376 4,650,000 39% 5,627,236 47%
5 | 2014 | 11,354,591 6,300,000 55% 7,402,236 65%

* Since the Assessments are approved on an annual basis this cash
balance assumes funding at the same level as approved for 2010.

** The expected balances reported in this column also assumes fund-
ing continues at the same level as approved for 2010. The difference in the
expected fund balances described in column 3 largely arise from a timing
difference in the scheduled repairs.

C. ASSESSMENT AND RESERVE FUNDING
DISCLOSURE SUMMARY

(1) The current assessment per unit is $2,460.00 per year.

(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:

None

(3) Based upon 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 repair and/or replacement of major components during the
30 years?

Yes

(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?

N/A

(5) All major components are in included in the reserve studies and
are included in its calculations.

(6) Based on the method of calculation in paragraph (4) of subdivi-
sion (b) of Section 1365.2.5, the estimated amount required in the reserve
fund at the end of the current fiscal year is $20,599,543, based in whole or
in part on the last reserve studies and updates (Repair Replacement reserve
study prepared by Felix Reserve Group in September of 2008; Road Re-
serve prepared by Albert A. Webb and Associates as of September of 2006,
last updated in May of 2008). The projected reserves fund cash balance at
the end of the current fiscal year is $8,550,000, resulting in reserves being
42% funded at this date. If an alternate, but generally accepted, method of
calculation is also used, the required reserve amount is N/A. (no alternate
method considered).

(7) Based on the method of calculation in paragraph (4) of subdivi-
sion (b) of Section 1365.2.5 of the Civil Code, the estimated combined
amount required in the reserve funds at the end of each of the next five
budgeted years is:

Estimated  Projected reserve
Year amount  fund cash balance %
Ending required in the based on 2006/2008 reserve

Projected reserve fund
cash balance if reserve %
funding plan approved reserve

30-Apr reserve fund  reserve studies* funding by POA is implemented* funding
112010 | 22,188,586 8,646,157 39% 7,105,291 32%
2| 2011 | 18,515,594 8,271,953 | 45% 9,656,091 52%
3| 2012 | 19,305,732 10,191,384 | 53% 12,050,526 62%
412013 | 20,391,644 11,335,952 | 56% 13,758,585 67%
5| 2014 | 20,015,489 13,044,753 | 65% 15,942,390 80%

* Since the Assessments are approved on an annual basis this cash
balance assumes funding at the same level as approved for 2010.

** The expected balances reported in this column also assumes fund-
ing continues at the same level as approved for 2010. The difference in the
expected fund balances described in column 3 largely arise from the early
cancellation of the dredge project.

D. COMMUNITY FACILITIES DEVELOPMENT FUND

The Community Facilities Development Fund was established to fund
projects designated by the Board of Directors, consisting primarily of Parks
and Recreation facilities. The estimated cash balance of the fund available
for expenditures is expected to be $1,400,000 as of May 1, 2009.

V. OUTSTANDING LOANS

The Association has one outstanding loan which is in relation to the
land and building located at 31512 Railroad Canyon Road, Canyon Lake
CA92587. The note holders include HUB Enterprises, Mr. and Mrs. Ronald
Hartley and Mr. and Mrs. Steve Gibson. The original note was taken on
December 28, 2004 in the amount of $950,000 at 6.75% and the payments
were based on a 15 year term, however the note comes due for either a
renewal or refinance on December 28, 2012. The monthly amount due is
$8,406.64 or $100,879.68 per year. The current amount outstanding as of
May 01, 2009 will be $765,586.73.

VI. MEMBER IN GOOD STANDING POLICY

The Board of Directors of the Canyon Lake Property Owners As-
sociation adopted a Resolution defining aMember in Good Standing and
providing for future membership privileges which shall be restricted,limited
and/or suspended (following notice and a hearing) as they relate to members
who are not in “good standing.” In summary, a Member in Good Standing
is a member who does not have any unpaid fines orpast due assessments
(annual charges and special assessments), late charges, horse boarding fees,
lotclearing charges, or any other charges against any of his/her properties.
Suspended privileges mayinclude any or all use of the Association facilities
(i.e., golf course, boating, pool use.).

VII. DELINQUENT ASSESSMENT
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 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, con-
sistent and effective manner. The following are the Association’s assessment
collection practices and policies, pursuant to Civil Code (“CC”) §1365(e),
and payment plan standards consistent with CC §1367.1(c)(3):

1) Due Dates: Regular annual assessments are due and payable on
May 1 of each year. It is the owner’s responsibility to timely pay each assess-
ment regardless of whether a statement is received. All other assessments,
including special assessments, are due and payable on the date specified in
the notice of assessment.

2) Installment Option: Each owner who does not pay his or her annual
assessment in full by May 15th will automatically be put on a 12-month
payment plan, with one twelfth of the annual assessment due on the first day
of each month, commencing on May 1, and such owners will be billed an
installment charge of $5.00 for the use of the Associations Automatic Pay-
ment Service or $10.00 per month for conventional payment methods (i.e.
cash, check, money order, credit card) to cover the administrative expenses
related to the processing.

3) Obligation to Pay: Assessments, installment charges, late charges,
interest, reasonable collection costs, and reasonable attorneys’ fees, if any, are
the personal obligation of the owner of the subject property (the "Property")
at the time the assessment or other sums are levied. (CC §1367.1(a))

4) Late Charges: Unpaid assessments/installments are delinquent 15
days after they are due. (CC §1366(e)) A late charge of 10% will be charged
for any assessment/installment which is not paid in full within 15 days of
the due date. (CC §1366(e)(2))

5) Interest: Interest on the balance due will accrue at the rate of 12%
per annum commencing thirty (30) days after the assessment or installment
becomes due. (CC §1366(e)(3))

6) Application of Payments: Any payments received will be applied
first to assessments owed, and, only after the assessments owed are paid
in full will the payments be applied to fees and costs of collection, late
charges and/or interest. Payments will be applied to assessments so that the
oldest assessment arrearages are retired first, unless the payment indicates
that it shall be otherwise applied. A late charge may accrue if payment is
not sufficient to satisty all delinquent assessments, and the current month's
assessment.

7)Delinquency Notice: If any assessment becomes delinquent, the
Association will send a notice

regarding the delinquency, and demanding payment thereof, to the
owner at his/her address or addresses on file with the Association. The
owner will be charged a fee for such delinquency notice. If the amount set
forth in the delinquency notice is not received before the due date set forth
therein, the matter may be turned over to a collection agent or an attorney
for further action, including legal action, or the Association may take such

(CONTINUED ON THE NEXT PAGE)
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other collection action as it deems appropriate.

8) Right to Submit Secondary Address: Owners may submita written
request to the Association to use a secondary address for purposes of col-
lection notices. Any such request must be mailed to the Association (at the
address indicated below) in a manner that shall indicate that the Association
has received it (e.g., via certified mail). (CC §1367.1(k)) The Association
will send notices to the indicated secondary address only from and after the
point that the Association receives any such request. Nothing herein shall
require the Association to re-send or duplicate any notice sent to the owner
prior to the date that a request for a secondary address is received.

9) Suspension of Privileges: Without prejudice to its right to continue
with and/or take other collection action, in the event an assessment is not paid
within 15 days of its due date, an owner’s membership rights, including, but
not limited to voting rights, or rights of use and enjoyment of the recreational
common areas and common facilities may be suspended after notice and a
hearing pursuantto CC §1363(h) and Corporations Code §7341. The Associa-
tion will not deny an owner or occupant physical access to his or her separate
interest by way of any such suspension of privileges. (CC §1361.5)

10) Pre-Lien Notice: Prior to recording a lien for delinquent assess-
ments, the Association, its collection agent or attorney will send a pre-lien
letter to the record owner as required by CC §1367.1(a), by certified and
first class mail to the owner’s address of record with the Association. The
owner will be charged a fee for such pre-lien letter. The Association may
obtain a vesting report from a title company in connection with preparation
of a pre-lien letter. If a vesting report is obtained, the owner will be charged
a fee for the report.

11) Opportunity to Meet and Confer: An owner may dispute the debt
noticed in the pre-lien letter by submitting to the board a written request to
meet and confer with a designated director of the Association pursuant to
the Association's Internal Dispute Resolution Policy adopted pursuant to CC
1363.810.(CC §1367.1(a)(5)) 12) Right to Request a Payment Plan: Owners
may submit a written request to meet with the board to discuss a payment
plan. If such request is mailed within 15 days of the postmark of the pre-lien
notice, the board will meet with the owner, in executive session, within 45
days of the postmark of such request, unless there is no regularly-scheduled
meeting of the board within that period of time, in which case the board
may designate a committee of one or more directors to meet with the owner.
(CC §1367.1(c)(3)) In addition to the foregoing procedure for requesting a
payment plan, an owner may negotiate a payment plan with the Association's
managing agent, attorney or authorized collection agent.

13) Standards for Payment Plans: Payment plans will be considered
on a case-by-case basis. Generally, no payment plan may exceed six (6)
months in duration. Fees and/or costs may be charged for the administration
of any payment plan, and may vary based upon the duration of the payment
plan. Any request for a payment plan which exceeds six months in duration
must be accompanied by a written explanation of the reason for the request,
whichincludes documentation of the owner's special circumstances, financial
hardship, and ability to make the payments requested. If a lien has not been
recorded prior to the time that any payment plan is entered into, one may
be recorded during the repayment period to secure the debt while the pay-
ment plan is pending. Payment plans must provide for full payment of the
delinquent amounts, in addition to the amounts which will accrue during
the repayment period, including any regular and/or special assessments,
and any fees and/or costs related to the administration of the payment plan
and/or for the recording and/or release of any lien. Once a payment plan is
entered into, additional late charges will not accrue for so long as the owner
complies with the terms of the payment plan. In the event of a default in any
payment agreement, the Association will resume collection efforts from the
time prior to entering into the payment plan. (CC §1367.1(c)(3))

14) Lien: If an owner to whom a pre-lien letter is sent fails to pay the
amounts demanded therein within thirty (30) days from the date such pre-lien
letter is mailed, 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. (CC §1367.1(d)) The owner will
be charged a fee for such lien. No lien will be recorded unless a majority of
the members of the board of directors approves the decision to record the
lien at an open board meeting. (CC §1367.1(b)(2))

15) Notice of Recordation of Lien: A copy of the lien will be sent
to every person whose name is shown as an owner of the Property in the
Association's records, via certified mail, within ten (10) calendar days of
recordation of the lien. (CC §1367.1(d))

16) Dispute Resolution: Prior to initiating foreclosure of any lien,
the association shall offer to the owner of the Property, and if so requested
by the owner, shall participate in dispute resolution in accordance with the
Association's Internal Dispute Resolution Policy, or in alternative dispute
resolution with a neutral third party pursuant to CC §1369.510 et seq.
The decision to pursue internal dispute resolution or a particular type of
alternative dispute resolution shall be the choice of the owner, except that
binding arbitration shall not be available if the Association intends to pursue
judicial foreclosure.

17) Foreclosure of Lien: The Association will not seek to foreclose
any lien through judicial or nonjudicial foreclosure unless and until the
amount of delinquent assessments secured thereby reaches $1,800.00, or
until the assessments are at least twelve (12) months delinquent. The deci-
sion to initiate foreclosure of any lien shall be made by a majority vote of
the board members, in executive session.

18) Notice to Owner of Decision to Foreclose: If the board of
directors decides to initiate foreclosure of a lien, it shall provide notice
of such decision to the owner pursuant to CC §1367.4(c)(3). Such notice
will be by personal service to an owner who occupies the Property or to
the owner's legal representative. The board shall provide written notice to
an owner of Property who does not occupy the Property by firstclass mail,
to the most current address shown on the books of the Association. In the
absence of written notification by the owner to the Association, the address
of the owner's Property shall be treated as the owner's mailing address.
(CC §1367.4(c)(3))

19) Release of Lien Upon Satisfaction of Debt: Within 21 days of
receipt of full payment to satisfy a lien, the Association will record a release
of lien, and provide a copy thereof to the owner. (CC §1367.1(d))

20) Right to Inspect Records: Owners have the right to inspect
certain Association records pursuant to Corporations Code §8333 to verify
the debt.

21) Association's Addresses: Any payments, including overnight
payments, notices or requests sent to the Association should be delivered
to 31512 Railroad Canyon Road, Canyon Lake, CA 92587

22) Association's Right to Collect by Any Lawful Means: 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 reserves the right to change the amount of any collection
fee or charge, without notice, and reserves the right to modify or amend this
collection policy at any time.

VIIl. DISPUTE RESOLUTION

Under certain circumstances, the Association or a member is required
to offer to participate in a form of Alternative Dispute Resolution ("ADR")
prior to initiating an “Enforcement Action” (Civil Code §1369.520). The
Association or a member may also invoke, in certain circumstances, the
Internal Dispute Resolution ("IDR") procedures of Civil Code § 1363.840.
Homeowners should consult with their attorney regarding appropriate
compliance with these statutes.

A. ALTERNATIVE DISPUTE RESOLUTION (“ADR”)

The term Enforcement Action is defined as a civil action or proceeding
(other than a cross-complaint) filed by a homeowner or the Association:

(1) To enforce the provisions of the Davis-Stirling Act (Civil Code §
1350, et seq.), the Nonprofit Mutual Benefit Corporation Law of the California
Corporations Code or the Association's governing documents; and

(2) Where the action 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 of the small claims court stated at Sections
116.220 and 116.221 of the Code of Civil Procedure.

The Association or member may not file an Enforcement Action unless
the party endeavored to submit the dispute to ADR pursuant to Civil Code
§ 1369.510. This requirement does not apply to a small claims action and,
except as otherwise provided by law, to an assessment dispute. The ADR
process is initiated by one party to a dispute serving all other parties to the
dispute with a "Request for Resolution" that includes 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; and

(4) If the party on whom the request is served is the owner of a separate
interest, a copy of Civil Code §§ 1369.510 -1369.590.

If the party on whom a Request for Resolution is served accepts the
request, the parties shall complete the ADR within 90 days unless the 90 day
period is extended by written stipulation signed by both parties. The costs
of the alternative dispute resolution shall be borne by the parties. Failure of
a member of the Association to comply with the alternative dispute resolu-
tion requirements of § 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 or the applicable law.
The court, in the process of determining the amount of an attorneys' fees
award, may consider whether a party’s refusal to participate in ADR before
commencement of the action was reasonable.

B. INTERNAL DISPUTE RESOLUTION (“IDR”)

As a supplement to the pre-litigation ADR requirements discussed
above, the Association also intends to make available and utilize the Internal
Dispute Resolution ("IDR") procedure of Civil Code § 1363.840.

That procedure and the process for invoking it are as follows:

(1) Either the Association or a member 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) Aresolution of the dispute agreed to by the parties shall be memo-
rialized in writing and signed by the parties, including the board designee
on behalf of the association.

An agreement reached under this process 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 docu-
ments of the Association; and

(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.

IX. NOTICE - ASSESSMENTS AND
FORECLOSURE

This notice outlines some of the rights and respon-
sibilities 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 foreclo-
sure to enforce that lien if the amount of the delinquent
assessments or dues, exclusive of any accelerated as-
sessments, 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 associa-
tion 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)

Inajudicial ornonjudicial 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 col-
lect 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 notrecord alien on the owner's
property until it has satisfied those requirements. Any ad-

\\
ditional 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)

If a lien is recorded against an owner's property in
error, the person whorecorded the lienis required torecord
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
requestareceipt, and the associationis required to provide
it. Onthereceipt, 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)

Anownermay, butis not obligated to, pay under pro-
testany disputed charge or sum levied by the association,
including, butnot 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 sub-
mitting 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 alterna-
tive 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 assess-
ment was paid properly on time. (Section 1367.1 of the
Civil Code)

MEETINGS AND PAYMENT PLANS

Anowner of a separate interest that is not a timeshare
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 to the payment plan standards of the association,
if they exist. (Section 1367.1 of the Civil Code)

X. LIMITS OF INSURANCE

The Association maintains one or more policies of insurance, which
include coverage for (1) general liability of the Association, and (2) indi-
vidual liability of officers and directors of the Association for negligent
acts or omissions of those persons acting in their capacity as directors and
officers. Pursuant to California Civil Code Section 1365(f), members are
hereby notified that the Association carries insurance policies in the fol-
lowing amounts and types:

(a) Policy Type: General Liability Policy

Policy Limits: $2 Million General Aggregate
Policy Carrier New Hampshire Insurance Co.
Policy Deductible: None or $0

(b) Policy Type: Umbrella Liability Policy
Policy Limits: $10 Million Ea Occurrence/Aggregate
Policy Carrier: New Hampshire Insurance Co.
Policy Deductible: $10,000

(c) Policy Type: Directors’ and Officers’ Liability Policy
Policy Limits: $2 Million
Policy Carrier: Greenwich Insurance Company
Policy Deductible: $25,000 ea D&O Claim

$35,000 ea Employment Practice Claim
$75,000 ea Employment Practice 3rd Party Claim
This summary of the association’s policies of insurance

provides only certain information, as required by subdivision (f)
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 as-
sociation’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 this 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.
Evenif aloss is covered, you may nevertheless be responsible for
paying all or a portion of any deductible that applies. Associa-
tion members should consult their individual insurance broker
or agent for appropriate additional coverage.

S
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CANYON LAKE PROPERTY OWNERS ASSOCIATION

XI. Pro Forma Operating Budget by Department

For the Fiscal Year May 1, 2009 through April 30, 2010

OTHER TOTAL TOTAL PER UNIT
# DEPARTMENT ASSESSMENT REVENUES REVENUE EXPENDITURES ~ ASSESSMENT
11 ACCOUNEING .eveiieiiiiie e (121,625) 824,300 702,675 702,675 (25.34)
12 COrporate .....cccueeeveeeiiiiieee e 1,161,552 10,000 1,171,552 1,171,552 241.99
13 Lake Operations .........cccccoeeveeiiiieeinieeenne. 1,060,544 402,896 1,463,440 1,463,440 220.95
15 Human RESOUICES .......coovvvvvnieiieiieeeeeeeen 210,037 - 210,037 210,037 43.76
18 LOAGE v 145,420 - 145,420 145,420 30.30
19 SenIor CeNtEr ......veveiieeeeeee e 9,795 - 9,795 9,795 2.04
20 Operations .........ccceeviieeeeniiiee e 2,119,490 1,200 2,120,690 2,120,690 441.56
21 Parks & Beaches ........cccccoviiiiiiiiiieeee, 214,500 2,700 217,200 217,200 44.69
22 COMMON Ar€aS ....cceiviiieiiiiieeeiiiieeeeeeee e 126,170 150 126,320 126,320 26.29
23 Gault Field ... 62,330 12,000 74,330 74,330 12.99
24 Tennis COUMS .......ooeeiiiieeeiiiee e 37,500 1,800 39,300 39,300 7.81
30 Member ServiCes .........ccoevviieeeeiiiiiiieee e (46,175) 430,450 384,275 384,275 (9.62)
BTACC e 72,880 270,000 342,880 342,880 15.18
40 Community Patrol ..........ccccoooiiiiiieiiie. 1,216,500 102,000 1,318,500 1,318,500 253.44
50 ACHIVItIES ..veeeeiiie e 120,970 17,900 138,870 138,870 25.20
52 Equestrian Center ............cooeeviiiiiiiiiiiiieeee, 113,062 146,185 259,247 259,247 23.55
53 Campground ..........ccccveiiiiiiieiiiee e 44,340 206,000 250,340 250,340 9.24
54 POOI oo 229,690 16,400 246,090 246,090 47.85
60 GOIf COUrSe ...covvieieiiiieeeciee e 858,650 665,650 1,524,300 1,524,300 178.89
70 LighthouSe .....ooooiiiiiiiiieiee e 11,086 95,300 106,386 106,386 2.31
80 Country ClUb ......cooiiiiiiiiiiie e 211,284 576,600 787,884 787,884 44.02
TOTALS oo 7,858,000 3,781,531 11,639,531 11,639,531 1,637.08
CANYON LAKE PROPERTY CANYON LAKE PROPERTY
OWNERS ASSOCIATION OWNERS ASSOCIATION

XII. Pro Forma Summary of Annual Charges

XIIl. Pro Forma Rate Schedule - Payment Options

For the Fiscal Year May 1, 2009 through April 30, 2010

Total Total per Lot
REGULAR ASSESSMENT
Operating 7,858,000 1,637.08
CONTRIBUTIONS TO CAPITA
Repair Replacement Reserve 1,400,000 291.67
Road Reserve 1,700,000 354.17
Community Facilities Development 850,000 177.08
Total 11,808,000 2,460.00

MONTHLY PAYMENT OPTION

For the Fiscal Year May 1, 2009 through April 30, 2010

ANNUAL PAYMENT OPTION

One Payment applied as follows
Regular Assessment

Operating 1,637.08
Contribution to Capital 822.92
Total Payment 2,460.00

12 Monthly payments as follows per month, due on the
1st day of each month commencing on May 1st.

Using CLPOA

Regular Assessment Standard  APS Program
Operating 136.42 136.42
Contribution to Capital 68.58 68.58
Installment Fee 10.00 5.00
Total Monthly Payment 215.00 210.00

S




