10.

Tl

12.
13.

14.

AGENDA
FINANCE COMMITTEE
Administration Conference Room
Tuesday, March 18, 2014 - 9:30 a.m.

Call to Order
Pledge of Allegiance
Roll Call
Approval of Regular Meeting Minutes February 18, 2014
Chair’s Introductions and Announcements
Foundation Member Comment Period
Review Correspondence
Investment Sub-Committee Report
Staff Reports
a. Controller — Financial Report Review — February 2014

e Mutual Self-Insurance Fund Report
b. Accept February Financial Statements for Audit
c. Purchasing
d. Executive Director

e Mutual One Correspondence of February 27, 2014

Unfinished Business

a. Credit Cards — Update
b. Reserve Study — Adopt Policy 5520 — Reserves

e Recommend Approval of Reserves Contract

New Business

a. Rescind Policy 5521 — Investment of Special Accounts

b. Rescind Policy 5521.3 — Approved Authorizations for Special Accounts
c. Audited 2013 Financial Statements Draft — Presentation by NSBN, LLP

d. Non-Budgeted Expense Policy - Draft

Committee Member Comments

Next Monthly Meeting: Tuesday, April 15, 2014 — 9:30 a.m. Administration

Adjournment

**Agenda is Subject to Change**
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Mutuals' Self-Insurance Fund

Balance of Fund, December 31, 2013

January 2014 Claims
February 2014 Claims

Year-to-Date Claims

Balance of Fund, February 28, 2014

192,831.75

9,593.37
24,577.40

34,170.77

158,660.98




5520

GOLDEN RAIN OPERATIONS

BOARD INTERNAL OPERATIONS DRAFT FOR ADOPTION

Reserves

1. Reserve Funds

Reserve funds are monies that the Golden Rain Foundation (Foundation)
has collected to defray future maintenance and replacement of major
components/assets the Foundation is required to maintain in accordance
with California Civil Codes.

2. Assets

For the purpose of preparation and maintaining the Foundation’s reserve
study, an asset of the Foundation shall be defined as: an item or items that
have a value or an aggregate value of $2,500 and a minimum life
expectancy of three (3) years.

3. Component

For the purpose of preparation and maintaining the Foundations reserve
study, a component shall be defined as: a major component and/or asset
with an estimated service life of thirty (30) or more years. Such identified
components may be included in the reserve study as a capital asset and
disregarded in the reserve calculations.

4. Reserve Study

The Foundation is required to prepare a reserve study at least once every
three years based upon a diligent visual inspection of the accessible areas
of the components/assets.

The board is required to review the reserve study annually as part of the
annual budgeting process and determine whether intervening events over
the past year warrant adjustment of the reserve funding.

5. Use of Reserve Funds

For Reserve Expense — Reserve funds cannot be spent for any purpose
other than the maintenance and replacement of Foundation components
and assets for which the funds have been set aside except in limited
situations as allotted by the Civil Code.

(month year)

Page 1 of 5

@)



5520

GOLDEN RAIN OPERATIONS

BOARD INTERNAL OPERATIONS DRAFT FOR ADOPTION

Reserves

Vi.

Reserve funds set aside for a particular line item in the study need not be
restricted to expenditures on that line item alone, but rather the aggregate of
all reserve funds may be used for the aggregate of all reserve expenses at a
particular time.

Reserve funds should not be used for expenses not included in the list of
components and assets included in the reserve study. If a major component
and/or asset meeting the description of an assets as noted in section 2 are
in need of repair and/or replacement, by a majority vote of the Board at a
duly noticed meeting of the Board open to all Shareholders/Members,
include the component and/or asset into the study with an adjustment to the
funding plan.

Reserve funds may be transferred to the operating account to meet short-
term cash flow requirement or to cover other expense by a majority vote of
the board. However the board must fulfill the following procedural
requirement before transferring any funds. The Board must provide no less
than four (4) days written notice to the Shareholders/Members, of the intent
to consider a transfer, the options for repayment in accordance with the civil
code, and if a special assessment may be required. Upon approval, the
minutes of the meeting must reflect the amount, reason for the transfer, and
describe when and how the funds will be repaid to the reserve account.

Repayment of transferred funds contingent upon section 5 (iv): Funds
transferred from the reserve account must be restored to the reserve
account within one (1) year of the date of the initial transfer.

Reserves Funds may be transferred for litigation purposes provided that:
a. Such transfer is in full compliance with the civil code, and
b. The Foundation must notify the Shareholders/Members of the
decision to make the transfer and the availability of an accounting of
expenses in the next mailing to the Shareholders/Members. The
Foundation is required to make an accounting of expenses related to

(month year)
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5520
GOLDEN RAIN OPERATIONS

BOARD INTERNAL OPERATIONS DRAFT FOR ADOPTION

Reserves

litigation to all Shareholders/Members on at least a quarterly basis.
The accounting need not to be sent to all Shareholders/Members, but
must be available upon request at the Foundations Administrative
offices.

6. Banking of Reserve Funds
I.  Reserve funds shall not be comingled with any other Foundation funds and
be maintained in suitable FDIC insured bank accounts.

7. Withdrawals/Transfers from Reserve Funds
I.  Require the signature of two Foundation Board Members.

8. Investment of Reserve Funds
i.  The Board shall exercise prudent fiscal management in maintaining the
integrity of the reserve account.
ii. The Board’s primary goal in investment of the Foundations reserve funds
shall be the preservation of the funds.
iii.  Liquidity of the reserve fund shall be preserved to insuring that funds are
available for:
I. Scheduled replacements/repairs
Il. Emergency replacements/repairs
Ill. Repair and/or replacement of components and assets that have
reached the end of their useful life earlier than expected.
IV. Litigation as allotted by the civil code
V. Short term operational needs, provided that terms as set forth in 5 (iv)
are in compliance.

9. Reserve Fund Expenditures
I.  Scheduled Replacements/Repairs
I. All Foundation policies referencing standards of purchasing shall be
applicable unless the replacement or repair is an emergency (see
definition of emergency in section 10).
Il. Scheduled replacements/repairs less than $50,000 may be approved
by two Board members (one must be an officer of the Board)

(month year)
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5520
GOLDEN RAIN OPERATIONS

BOARD INTERNAL OPERATIONS DRAFT FOR ADOPTION

Reserves

lll. Scheduled replacements/repairs over $50,000 require a majority vote
of the Board.
ii.  Non Scheduled Replacements/Repairs
I. All Foundation policies referencing standards of purchasing shall be
applicable unless the replacement or repair is an emergency (see
definition of emergency in section 10).

Il. Must be approved at a duly posted Board meeting and approved by
majority vote of the Board.

. If the replacement/repair constitutes an emergency requirement, the
Executive Director and no less than two (2) Board officers may take
appropriate actions to protect the Foundation's Components/Assets to
a limit of $50,000 with immediate notification of all Board members
clearly noting the need and emergency. Such emergency action shall
be reviewed at the next regularly scheduled meeting of the Board.
Emergency actions that result in an expenditure greater than $50,000
require an emergency meeting of the Board, with the minutes of the
meeting clearly stating the emergency and the actions taken.

10, Emergencies
i.  Emergency reserve fund expenditures for the replacement/repair of
components and assets shall be defined as:
|. The need to repair and/or replace a component and/or asset involving
the imminent danger to life or property, or immediately necessary for
the preservation and safety of the property.
Il. For the safety of the Shareholder/Members.
Ill. Required to avoid the suspension of any necessary service to the
Foundation and property under the oversight of the Foundation.
ii.  The Board and/or Executive Director is to use prudent determination in
cases of a emergencies and take steps as required as noted in section 10
(i).
iii.  The Board and/or Executive Director shall within a reasonable time of the
emergency but no less than six (6) hours, notify the Board of the event and
actions to protect and secure the Foundations components and assets.

(month year)
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5520
GOLDEN RAIN OPERATIONS

BOARD INTERNAL OPERATIONS DRAFT FOR ADOPTION

Reserves

iv.  Atthe next regularly scheduled meeting of the Board a full account of the
emergency shall be presented including but not limited to:
|. Nature/cause of the emergency
II. Actions taken.
lll. Full accounting of all expenses.
v.  All applicable sections of this policy shall remain in effect.

Sources

e 2014 Condominium Blue Book, by B. Bickle

e Advising California Common Interest Communities, second edition, by C. Sproul,
M. Howell and K. Rosenbury (2014 edition)

e The Revised Davis-Stirling Common Interest Development Act, by Fiore Racobs &
Powers

e Community Associations Institute ( www.caionline.org )

e Adams Kessler ( www.davis-stirling.com )

Policy GOLDEN RAIN FOUNDATION
Adopted: date month year Seal Beach, California

Z\POLICIES\POLICY500015500 BOARD INTERNAL OPERATIONS\Reserve Policy DRAFT.doc

(month year)
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5521
GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS RESCIND

Investment of Special Accounts

Special Accounts are maintained by the Golden Rain Foundation for the purpose of
accumulating funds for capital improvements, the replacement of equipment, and
special needs. These funds will be held in investments as shown below.

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 for special accounts will be in United States government
securities or in accounts insured by the United States government.

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

Amended: 20 Dec 83

Amended: 15 May 07

Amended: 15 May 12

(May 12)
Page 1 of 1
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5521.3
GOLDEN RAIN FOUNDATION

BOARD INTERNAL OPERATIONS RESCIND

Approved Authorizations for Special Accounts

In compliance with Policy 5521, monies are approved to be held in custody with Mellon
Private Wealth Management (MPWM).

Verbal instructions for reinvestment of monies or transfers to other existing accounts of
the Golden Rain Foundation may be given to MPWM by any one of the following:

Golden Rain Foundation President
Golden Rain Foundation Treasurer
Administrator

Controller

Written authorizations for investment transactions or withdrawal approvals may be given
to MPWM by any two of the following, one from Group | and one from Group I

Group | Golden Rain Foundation President
Golden Rain Foundation Treasurer

Group I Administrator
Controller

Internal confirmations of verbal approvals will be maintained by the Accounting
Department and signed by two persons, one from each group listed above.

Policy GOLDEN RAIN FOUNDATION
Adopted: 18 Oct 94 Seal Beach, California
Amended: 21 Mar 95

Amended: 15 May 07

(May 07)
Page 1 of 1



