AGENDA
BOARD OF DIRECTORS MEETING - GOLDEN RAIN FOUNDATION
CLUBHOUSE FOUR
May 15, 2012 - 10:00 a.m.

1. CaIE T O ONer e e President Arnold
2. Pledge of Allegiance ... Veterans of Foreign Wars
3. ANNOUNCEMEITS oottt e a e President Arnold
4. Member CommentS. .. President Arnoid
5. RollCall... Corporate Secretary Barratt
6. Minutes of the Special Meeting of March 26, 2012 .................. Corporate Secretary Barratt
7. Minutes of the Regular Meeting of April 17,2012 .................... Corporate Secretary Barratt

8. Amend Policy 5521, Investment of Special Accounts (FINAL VOTE)..... Mr. Craig (page 1)
9. Amend Policy 5061, initiation Fee..................o Mr. Barratt (page 9)
10. Board Member Comments/Requests..........cooooooeiiiiiiee President Arnold

11. Adjournment

NOTE: Foundation members are permitted to make comments before the business of the Board begins. Requests
must be registered in advance of the meeting, and comments are limited to four minutes.



May 15, 2012

TO: BOARD OF DIRECTORS — GOLDEN RAIN FOUNDATION
FROM: FINANCE COMMITTEE

SUBJECT: AMEND POLICY 5521, INVESTMENT OF SPECIAL ACCOUNTS
(FINAL VOTE)

Policy 5521, Investment of Special Accounts, outlines the guidelines for the Golden
Rain Foundation to follow for investments.

in February, the Finance Committee recommended that a request be forwarded to
the GRF Board of Directors to consider a change to an operating rule. At its
meeting on February 21, 2012, the Board of Directors voted to tentatively amend
this policy, pending a 30-day notice period to Foundation members. The original
policy and draft were published in the March 8" edition of the Golden Rain News.
Members were welcome to submit their written comments or questions to the Board
Office on this matter. No written comments or questions were received.

The effect of this change will be that the policy will reflect that all future funds will be
kept in California in financial institutions as defined by Section 31041 of the CA
Financial Code in accounts insured by the federal government or in United States
government securities.

Action by the Board to approve the amendment of Policy 5521, Investment of
Special Accounts, which is attached, o reflect the investment protocol of the
Golden Rain Foundation, is requested.

emk
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5521
GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS | RE-WRITTEN DRAFT

Investment of Special Accounts

Special Accounts are maintained by the Golden Rain Foundation (GRF) for the
purpose of accumulating funds for capital improvements, replacement of eguipment,
and special needs.

Investment assets represent the liquid and working reserve funds for the present and
future operations of the GRF.

Funds currently invested in municipal bonds may be held until maturity, but not later
than five years. When the bonds are liquidated, the funds from the bonds will be
invested as described below.

All future funds held by GRF in special accounts shail be kept in this State in a
financial institution as defined in Section 31041 of the California Financial Code in:

1) Accounts insured by the federal government, or

2) United States government securities.

This policy was tentatively approved on 2-21-12 and will be up for final approval on
04-17-12.

Policy GOLDEN RAIN FOUNDATION
Adopted: 29 Jul 70 Seal Beach, California
Amended: 20 Jul 71

Amended: 20 Dec 83

Amended: 15 May 07

Amended:

(May 07)
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55621

GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS ORIGINAL

Investment of Special Accounts

Special accounts are maintained by the Golden Rain Foundation for the purpose of
accumulating funds for capital improvements, the replacerment of equipment, and special
needs. To provide maximum earnings and maintain availability of the funds for use, the
policy on the investment of these funds is developed to institute proper guidelines for the
ongoing management of the short- and intermediate-term investments of the Foundation.

1)

Investment Objectives

Investment assets represent the liquid and working Reserve Funds for the present
and future operations of the Foundation. These assels are to be invested in a
manner that preserves capital, provides liquidity, maintains appropriate diversification
and generates tax efficient returns relative to these guidelines and prevailing market
conditions. Investment Guidelines and permitted investments are listed in below:

Investment assets should be considered as consisting of two portfolios, a “liquidity
portfolio” and a “yield portfolio.”

a) The liquidity portfolio will be limited to repurchase agreements and/or tier one
short term taxable or tax-exempt money market instruments with an emphasis on
liquidity, targeting a total return competitive to relevant iMoney Tier One averages.

b} The yield portfolio will be invested in investment grade securities with an objective
of providing tax efficient returns competitive with a relevant index with the risk
level targeted at or less than this index.

Management

a) The Administrator and Controller provide approval for this statement of
Investment Policy in agreement with the Investment Manager. Any changes must
be in writing. ‘

b) The Controller, through the Finance Committee, will monitor on-going investment
activities to insure that proper liquidity is being maintained and that the investment
strategy is consistent with the needs and risk tolerance of the Foundation.

(May 07)

Page 10f4

5



5821

GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS ORIGINAL

investment of Special Accounts

3} Investment Guidelines

a) Permitted Investments

1)
2)

3)

4)

7)

(May 07)

U.S. doliar denominated debt and debt-like instruments.

Direct Obligations of the U.S. Treasury, including treasury bilis, notes and
bonds.

Federal Agency Securities, buf only those which carry the implied guarantee
of the U.S. Government.

Bank Certificates of Deposit. Investment assets in the liguidity portfolio shall
be limited to issues of institutions with total assets in excess of $10 billion
and which carry a Moody's and Standard and Poors’ rating of A1/P1 or
better.

investment grade State and Local Government Securities.

Corporate Securities, including commercial paper rated A1/P1 or better, and
corporate debt instruments including medium term notes and floating rate
notes issued by foreign or domestic corporations which pay in U.S. dollars
and carry a rating of BBB/Baa2 or better.

Repurchase Agreements with major banks and dealers that are recognized
as Primary Dealers by the Federal Reserve Bank of New York. Collateral for
these transactions must be U.S. Treasury or Agency Securities, valued at
102% of market value.

Auction Rate Preferred Stock or Bonds issued with a rate-reset mechanism
and a maximum term of one year. Investments will be limited to those
issuers that have a Moody's rating of A or better.

Money Market Mutual Funds that offer daily purchase and redemption and

Page 2 of 4
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5521

GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS ORIGINAL

Investment of Special Accounts

maintain a constant share price. The Foundation will invest only in “no-load”
funds, which have a constant $1.00 net asset value.

b) Prohibited investments

1) Derivatives.

4} Investment Concentration Limits (at the time of acquisition)
Generally, creditor limits are 5% of the Foundation’s total portfolio, with the exception
of issues secured by the U.S. Treasury which are not limited,
5) Quality Ratings
a) The minimum rating for all investment assets in the liquidity portfolio and yield
portfolio must be investment grade by Moody's, Standard and Poors’, Fitch and/or
Mellon Private Asset Management Fixed Income Credit Group.
b} The minimum weighted average credit quality of the liguidity portfolio shall be “Aa”
or “AA” rated or the equivalent.
¢) The minimum weighted average credit quality of the yield portfolio shall be “Aa” or
“AA" rated with no more than 10% invested in instruments rated Baa/BBB.
6) Maturity Limits
a) The weighted average effective maturity for the yield portfolio should not exceed
10 years.
b) The weighted average effective duration for the yield portfolio should not exceed
6.5 years.
c) The weighted average effective maturity for the liquidity portfolio should not
exceed 90 days.
(May 07)
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5521
GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS ORIGINAL

Invesiment of Special Accounts

7) Distribution of Funds

The Reserve Funds should be allocated between the liquidity portfolio and the vield
portfolic based on the needs indicated by the Annual Budget provided by the

Controller.
Policy GOLDEN RAIN FOUNDATION
Adopted: 29 Jul 70 Seal Beach, California

Amended: 20 Jul 71
Amended: 20 Dec 83
. Amended: 15 May 07

(May 07}
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REVISED
May 15, 2012

TO: BOARD OF DIRECTORS — GOLDEN RAIN FOUNDATION
FROM: FINANCE COMMITTEE

SUBJECT: AMEND POLICY 5061, INITIATION FEE (MEMBERSHIP FEE)

The Finance Committee recommended forwarding a request to the Golden Rain
Foundation Board of Direcfors to consider a change to an operating ruie. The text
of the proposed operating rule change and the description of the purpose and effect
of the proposed change are attached or set forth below. The Golden Rain
Foundation Board of Directors will make a final decision on this proposed operating
rule change on July 17, 2012, after considering any comments made by members.
This process is recommended in accordance with Section 1357.130 (a) of the
Davis-Stirling Common Interest Development Act.

Policy 5061, Initiation Fee, relates to the fee charged to new members of the
Golden Rain Foundation and how that fee is calculated and where the money is
applied.

At its meeting in April, the Board of Directors returned the policy draft to the
President for action. The President requested that the Executive Committee
evaluate the intent and legality of the policy further and provide suggestions for the
Finance Committes’s review.

At its meeting on April 30, 2012, the Executive Committee confirmed with legal
counsel that the policy could be renamed to Membership Fee, that the Board of
Directors has the right to determine the formula and, therefore, the amount of the
one-time membership fee, and that the proposed payment plan is acceptable.

The Executive Committee proposed the following: change the title of the policy to
Membership Fee; establish a new membership fee amount by dividing the net trust
equity by the number of people coded as 01 and 08 in the Finance Department’s
Resident Status file (which are owners and co-occupant non-owners, respectively);
institute one membership fee amount for all members; and set up a finance plan
and Promissory Note, as prepared by legal counsel, for those members who wish to
finance their membership fee.

~QVer-



Paolicy 5061, Initiation Fee
May 15, 2012
Page 2

The Finance Commiltee met on May 8, 2012, and concurred with the Executive
Committee’s suggestions.

Using this formula, the membership fee for all new members would be $1,091. The
effective date of this new fee and process needs fo be determined.

Action by the Board fo tentatively approve, pending a minimum 30-day nofification
to the membership and a final decision on July 17, 2012, the amendment of Policy
5061, Initiation Fee, as shown on the re-written draft dated May 15, 2012, to
change the name of the policy to Membership Fee; establish a new membership
fee amount by dividing the net trust equity by the sum of the number of people
coded as 01 and 08 in the Finance Department’s Resident Status file; institute one
membership fee amount for all owners and co-occupant non-owners; set up a
finance plan and Promissory Note approved by legal counsel for those members
who wish {o finance their membership fee and, finally, to amend all other policies
that are affected by this change to synchronize the language, is requested.

fkmd
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5061

GOLDEN RAIN OPERATIONS

PERSONNEL

WRITTEN DRAFT 05-15-12

Membership Fee

1.

Membership Fee

The membership fee for a Golden Rain Foundation member represents a buy-in for
access o the community facilities and amenities.

Each owner and co-occupant non-owner will be required fo pay a one-time
membership fee,

The membership fee will be calculated April 1 of each year and will be based on the
following data as of December 31 of the preceding year: net trust equity divided by
the sum of the members defined as Resident Status Codes 01 and 08 by the Finance
Department. If the new fee varies by more than 5% of the current fee, it wili be
presented to the Finance Commitiee in May for recommendation to the Board. If
applicable, the new membership fee will be implemented in July.

Member(s) may transfer from one mutual to another without having to pay another
membership fee provided that the member(s) remain(s) the same. The member(s)
will, however, be charged a membership certificate processing fee for this transaction.

Membership Certificate and Processing Fee

The Golden Rain Foundation shall issue one membership certificate per unit. The
membership certificate may contain one or more names.

A certificate processing fee of $150 will be charged to the unit's account each time the
membership certificate is changed or altered to cover the cost of preparing, recording
and/or replacing a membership certificate.

Payment of Membership Fee

New members are encouraged to pay the membership fee in full at the close of the
purchase escrow; however, the Golden Rain Foundation has established a finance
plan fo pay the remaining amount of the outstanding membership over a seven-year
period for those members who wish to finance their membership fee.

{Draft created 05-15-12)

Page 1 of 2
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5061

GOLDEN RAIN OPERATIONS

PERSONNEL

WRITTEN DRAFT 05-15-12

Membership Fee

Members who opt fo finance the payment of their membership fee must complete a
Promissory Instaliment Note and agree to the terms of the Note. One Promissory
Note is required per unit.

If & member opts {o finance their membership fee, each member shall pay a one-time
upfront payment of 25% of the total membership fee at the close of the purchasing
period, and make seven (7) equal annual installment payments. Each annual
payment will be due and payable on the anniversary of the date of purchase until the
principal amount, including the finance charge, is paid in full.

The annual finance charge on matured, unpaid amounts shall be one (1) percent per
month paid annually on the outstanding balance.

in the event that the member(s) sell(s) their Mutual share of stock before the

membership fee is paid in full, the balance will be paid from the sale escrow.

Policy GOLDEN RAIN FOUNDATION
Adopted. 21 Apr 70 Seal Beach, California
Amended: 31 Aug 73

Amended: 20 Nov 73

Amended: 19 Aug 75

Amended: 31 Aug 77

Amended: 16 Jun 81

Rescinded: 20 Oct 81 (Amendments passed 16 Jun 81)

Amended: 16 Dec 86 (Effective 01 Jan 87)

Amended: 21 Jul 87 (Effective 01 Aug 87)

Amended: 20 Sep 88 (Effective 01 Jan 89)

Amended: 21 Nov 89

Amended: 16 Nov 93 (Effective 01 Dec 93)

Amended: 18 Nov 03 (Effective 01 Jan 04)

Amended: 15 May 07 (Effective 01 Jul 07)

Amended:

(Draft created 05-15-12)
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5061
GOLDEN RAIN OPERATIONS

Initiation Fee

1. Initiation Fee

The membership in the Golden Rain Foundation represents a buy-in to the existing
Trust facilities.

a) The initiation fee for an initial member shall be established at $1,330 and shall
never be less than $1,330.

1) The initiation fee shall not be changed unless the newly-calculated amount
varies by more than 5% of the established fee.

b) The initiation fee for each additional member shall be established at 35% of the
initial member’s fee (computed with fractional rounding to nearest $5).

1} A new member may be added {o a membership certificate at no charge to
replace another member, provided that the initial member remains on the
membership certificate.

2)  Aninitial member and any additional members may transfer from one mutual
to another at no charge provided that the initial member remains the same
and the number of additional members remains the same,

¢) The initiation fee shall be a contribution to capital, and shalfi be used to fund
capital acquisitions.

2. Calculation of Initiation Fee

The initiation fee will be calculated April 1 of each year. The fee will be based on the
Trust equity per member at the preceding year ending December 31. The Trust
equity per member share is determined by dividing the Trust equity by the number of
outstanding membership certificates.

a) The calcuiated fee will be presented to the Finance Committee each May and any
changes in the initiation fee will be implemented in July.

(May 07)
Page 1of 2
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GOLDEN RAIN OPERATIONS

Initiation Fee

1. Iniliation Fee

3. Certificate Preparation Fee

5061

ORIGINAL

An additional charge of $150 shall be made to the initial member each time the
membership certificate is changed or altered.

a) This fee is established to cover the cost of preparing, recording and/or replacing a

membership certificate.

Policy
Adopted:

Amended:
Amended:
Amended:
Amended:
Amended:
Rescinded:
Amended:
Amended:
Amended:
Amended:
Amended:
Amended:
Amended:

(May 07)

21 Apr 70
31 Aug 73
20 Nov 73
19 Aug 75
31 Aug 77
16 Jun 81

GOLDEN RAIN FOUNDATION
Seal Beach, California

20 Oct 81 {(Amendments passed 16 Jun 81)
16 Dec 86 (Effective 01 Jan 87)
21 Jul 87 (Effective 01 Aug 87)
20 Sep 88 (Effective 01 Jan 89)

21 Nov 89

16 Nov 93 (Effective 01 Dec 93)
18 Nov 03 (Effective 01 Jan 04)
15 May 07 (Effective 01 Jul 07)
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