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2009/2010 ANNUAL DISCLOSURE CHECKLIST

30 - 90 Days Prior to Beginning of the Association’s Fiscal Year

Unless your Association’s governing documents impose more stringent
requirements, the following must be distributed to all members:

a A pro forma operating budget, which must include: [Civil Code § 1365(a)]
o Estimated revenue and expenses on an accrual basis

° Summary of the Association's reserves based upon the most recent reserve
study, based only on assets held in cash or cash equivalents, printed in
boldface type, which must include the following:

. For each major component, its current estimated replacement cost,
estimated remaining life and estimated useful life.

. Estimate of the amount of cash reserves necessary to repair, replace,
restore, or maintain the major components.

. Amount of cash reserves actually set aside for that purpose and the
percentage of the estimated amount this represents.

. If a compensatory damage award or settlement is received in

connection with a construction or design defect case, the expenditure
or disposition of such funds (if the Association is required to have a
CPA review its financial statement, this information may instead be
included in the review).

. The current deficiency in reserve funding expressed on a per unit
basis calculated by subtracting the current amount of accumulated
cash reserves actually set aside to repair, replace and restore major
components from the current estimate of the amount of cash reserves
necessary for that purpose and then dividing the result by the number
of separate interests within the Association. (However, if the
assessments of the Association are calculated by size, type of
ownership or some other calculation, then the same equations should
be used.)
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° Whether the Board of Directors of the Association has determined to defer
repairs or replacement of any major component with a remaining life of thirty
(30) years or less, including a justification for the deferral.

° Whether the Association has any outstanding loans with an original term of
more than one year, including the payee, interest rate, amount outstanding,
annual payment, and when the loan is scheduled to be retired.

° Statement as to whether the Board has determined or anticipates levying a
special assessment(s) to repair, replace, or restore any major component or
to provide adequate reserves therefor. If such special assessment is
anticipated, the estimated amount, commencement date, and duration of the
assessment.

o Statement as to the mechanism(s) by which the board of directors will fund
reserves to repair or replace major components, including assessments,
borrowing, use of assets, deferral of selected replacement or repairs, or
alternative mechanisms.

o General statement of procedures used to calculate and establish reserves.
The report shall include reserve calculations made using the formula
described in paragraph 4 of subdivisions (b) of Section 1365.2.5, and may
not assume a rate of return on cash reserves in excess of 2 percent above
the discount rate published by the Federal Reserve Bank of San Francisco
at the time the calculation was made.

NOTE: Although not required by law, due to the continuing problem of
delinquencies which confronts associations in this economic climate, we
strongly advise adding a line item to the budget stating the association’s
losses from “bad” or uncollectible debt from the previous year. This will
greatly assist the association and members in realistically estimating the
association’s needs during the upcoming year.

Notwithstanding a contrary provision in the governing documents, a copy of the
operating budget shall be annually distributed not less than 30 days nor more than 90 days
prior to the beginning of the association’s fiscal year.

In lieu of the pro forma operating budget, the Association may distribute a summary
of the budget with a written notice (in at least 10-point boldface type) that the pro forma
operating budget is available for review (if a member requests a copy, it must be provided,
at the Association’s expense, within 5 days). [Civil Code § 1365(c)]

NOTE: If the pro forma operating budget (or summary thereof) is not distributed
within the 30-90 day period prior to the beginning of the Association’s fiscal year, the
Association may not increase assessments without approval of a majority of the members.

NOTE: The pro forma operating budget, or the summary of the budget, shall be
accompanied by the “Assessmentand Reserve Funding Disclosure Summary Form,”
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exactly as this Form is set forth in Civil Code § 1365.2.5(a). Please also note that this
Section was recently amended to include the assumed long-term interest rate earned on
reserve funds, as well as the assumed long-term inflation rate on major component repair
and replacement costs. [Civil Code § 1365.2.5(a)(7).]

Q

Notification of member’s right to have copies of the minutes of Board meetings, and
how and where they may be obtained (this may be sent at the time of any general
mailing to the membership but must be sent annually). Minutes, proposed minutes
or summary minutes must be distributed to any member upon request and
reimbursement of the Association’s copying and mailing costs. [Civil Code
§ 1363.05(e)]

Summary of the provisions of Civil Code § 1369.510-590, which must include the
following language:

“Failure of a member of the association to comply with the
alternative dispute resolution requirements of Section
1369.520 of the Civil Code may result in the loss of your
right to sue the association or another member of the
association regarding enforcement of the governing
documents or the applicable law.”

The Association’s policies and practices in enforcing lien rights or other legal
remedies for member’s default in payment of assessments. [Civil Code § 1365(e)]

The members’ right to submit secondary addresses to the Association pursuant to
Civil Code § 1367.1(k).

Summary of the Association’s property, general liability, and earthquake and flood
and fidelity insurance policies, which must include the following about each policy

[Civil Code § 1365(f)]:

Name of the insurer

Type of insurance

Policy limits

Deductible amounts, if any

Summary must contain statement set forth in Civil Code § 1365(f)(4) in at least 10-
point boldface type.

If this information is specified in the policy’s declaration page, the Association may
distribute that page to its members in lieu of the above summary.

This may be sent at the time of any general mailing to the membership, but must
be sent annually.

Procedure for obtaining Association approval for physical changes to property (i.e.,
architectural approval). [Civil Code § 1378(c)]
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