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BOARD MEETING TO BE HELD MONDAY, APRIL 10™

The next Board of Directors meeting will be held on Monday, April 10" at the Krogius home, 172
Monarch Bay Drive. Please note that the homeowner forum is held at 8:00 p.m. to provide homeowners
the opportunity to discuss issues directly with the Board.

LEGAL UPDATES CONTINUE

Wolff et al Litigation- Four families purchased one property and sought four resident memberships in
the Monarch Bay Club. They sued the MBA and each of our Board Members individually, even though
the Club has the sole authority to issue memberships.

One of the litigating families has dropped out of the suit which is now being pursued by the Wolffs,
Colletts and Giddings. The house is currently rented out.

Attorneys for the Monarch Bay Association and its Board Members filed opposition with the Court
claiming that the plaintiffs had no legally valid case on several counts. A hearing scheduled for March 17,
2006 was rescheduled by the Judge for next month.

Monarch Bay Association’s insurance company, CNA, has agreed to pay our continuing cost of defending
and also will reimburse the Association for most of the approximately 350,000 spent on this wasteful
matter to date. While this is good news the case continues to consume a great deal of Board and
Management Company time.

Moulton Litigation- Several heirs to the Moulton Trust brought an action against the Monarch Bay
Association, California Western Home Finance Company, and AVCO Community Developers in
September 2003. The lawsuit alleges certain technical breaches of agreements, arising from the
corporate dissolution of AVCO Community Developers, which plaintiffs contend entitle the Moulton heirs
to a larger share of the ground rent that we pay.

In a failed attempt at mediation, the plaintiffs demanded a settlement in excess of $7 million. Cal Western
took the position that Monarch Bay should bear any such cost.

The trial date for this costly and long-running case has been postponed again, this time until November

2006.
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The Monarch Bay Association purchased title insurance from Fidelity National Title Company when we
purchased the sub-lease on our land. We believe that the insurer is obligated to pay for our defense;
however, to date, Fidelity Title has denied coverage.

DO YOU WANT TO BE IN THE KNOW?

If you are interested in receiving the Board meeting minutes by e-mail after the monthly meetings, please

let us know by e-mailing us your contact information. Please send an e-mail to

lisak@progressivecm.com with your request to be added to the distribution list.

SAVE THE DATE-COMMUNITY EVENTS

The Community Club is busy planning...please save the date for these fun events:

Sunday, May 21°*: Spring Cocktail Party

Tuesday, July 4™ 4™ of July Parade

Saturday, Sept. 30" Annual Meeting of the Members
followed by a

Community BBQ

Sunday, October I*': Disaster Preparedness and First Aid
Training

CALENDAR OF PAYMENTS DUE

There has been some recent confusion with the payment schedule for various fees associated with
Monarch Bay. Billing statements are sent as a courtesy, but payments are due with or without the receipt
of the statement. The Monarch Bay Club billing is handled directly with the Club, based on your pre-
arranged billing schedule. Please note the following:

April 2006

May 2006.
June 2006:
July 2006:

Aug. 2006:
Sept. 2006:
Oct. 2006:

Ground Rent payments due to P.F. Consultants

Mall Quarterly payments due for Mall residents (address #311-#436, except 318)
3 Installment of Special Legal Assessment

No payments due

Ground rent payments due to P.F. Consultants

Mall Quarterly payments due for Mall residents (address #311-#436, except 318)

4™ Installment of the Special Legal Assessment

No payments due

Annual Assessment Payment due for all homes

Mall Quarterly payments due for Mall residents (address #311-#436, except 318)
Ground rent payments due to P.F. Consultants

REMINDER TO TRIM TREES

We encourage all residents to trim the trees on your property on a regular schedule. Not only will this
provide a well-maintained appearance at your home, it may help protect the views of your Monarch Bay
neighbors and reduce the risks of fire danger for all of us. Thank you for your cooperation.
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COMMUNITY REMINDERS

* All golf carts within the community must be registered with the Association, which can easily be done by
signing a registration and release form. Unlicensed drivers are not permitted to operate golf carts within
Monarch Bay. Please contact Progressive Community Management if you haven’t already registered
your golf cart and they will help you through this simple process.

* All owners are responsible for the actions of their guests and tenants, while they are in Monarch Bay.

* For the safety of all of us, please note that no skateboards, scooters or skates are to be used on the
pathways within the Mall area.

* All dumpsters need to have plywood under the wheels to protect our community streets from damage.

*  The maximum speed limit within our community is 15 m.p.h. to help ensure everyone’s safety. It
is imperative that we all comply with the speed limit and remind our guests to do the same. Thank
you for your cooperation.

ARCHITECTURAL FEE STRUCTURE CHANGES

The Monarch Bay Association Architectural Control Committee and the Board of Directors have
determined a need to change the architectural review fee structure to help cover the administrative and
review costs for all remodel projects. Currently, a fixed fee is paid when the plans are submitted;
however, the time spent at the Committee meetings, the review of revisions and additional submittals as
well as the administrative time are not being adequately covered by the current fee structure.

The new fee structure will actually be a reduction in fees for the owner that submits plans that are
complete and accurate upon the first review. The proposed structure will provide for a “retainer” fee to
be paid up front, with the actual review costs, administrative time and additional reviews to be deducted
throughout the project. Upon the successful completion of the project, the balance of the “retainer” will
be returned to the homeowner with a complete accounting.

Type 1- New Home Construction: includes all new residences and residences rebuilt after demolition.
The proposed structure will provide for a 85,000 retainer with review fees being deducted at $300 for the
initial review, $200 for additional reviews or submittals, and 3240 hourly rate for meeting time spent on
the review of the project.

Type 2- Additions and Major Remodels: includes all new construction with any new exterior walls, roofs
or roof/wall penetrations. The proposed structure will provide for a $5,000 retainer with review fees
being deducted at $300 for the initial review, $200 for additional reviews or submittals, $240 hourly rate
for meeting time spent on the review of the project, and 390 hourly rate for administrative time.

Type 3- Minor Remodel and Type 4-Landscape/Hardscape: The proposed structure will provide for a
83,000 retainer with review fees being deducted at $250 for the initial review, 8175 for additional reviews
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or submittals, $240 hourly rate for meeting time spent on the review of the project, and $90 hourly rate
for administrative time.

All other submittals: The proposed structure will provide for a $1,000 retainer with review fees being
deducted at $150 for the initial review, $150 for additional reviews or submittals, $240 hourly rate for
meeting time spent on the review of the project, and $90 hourly rate for administrative time.

In accordance with California Civil Code, §1357.130, the Board of Directors welcomes your comments
and suggestions prior to their final review and adoption of this operating change at their May 8, 2006
Board of Directors meeting. You are encouraged to put your comments in writing or to attend the May 8,
2006 Board meeting to address this issue directly with the Board.

CORRECTION LABELS ENCLOSED

Please find enclosed labels to correct three mis-prints in the 2006 Monarch Bay Directory, as provided
by the typesetter. Please attach these labels in your directory to avoid any mis-communications. We
apologize for any inconvenience.

MONARCH BAY ASSOCIATION
c/0 Progressive Community Management
27405 Puerta Real, Suite 300, Mission Viejo, CA 92691
(949) 582-7770, FAX (949) 582-7796
or by e-mail at lisak(@progressivecm.com

HEIGHT LIMIT GUIDELINES

Each lot in Tracts 3829 and 3738 has a pre-established height limit (a combination of pad elevation and
house height). (Lots in Tract 4472, the Mall, are restricted to their existing heights.)

The Bylaws allow the Architectural Control Committee (ACC) to take many factors into consideration
when deciding to approve or reject plans, submissions and variance requests. These criteria include,
scale of site, aesthetic conformity, consideration of unreasonable blockage of view, and conformity of
external design to neighboring structures. So, the height limit should not be construed to be overreaching
nor does it take superiority over the other factors.

A plan submittal, while conforming to the height restriction, could be rejected by the ACC if it violates any
of the other criteria. In short, the ACC has the right to determine that, even if an owner’s home conforms
to the height criteria referenced, the ACC can determine that the specification is not acceptable, so long as
it’s decision is neither arbitrary, capricious nor clearly unreasonable and follows the established criteria.
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As also provided by the Bylaws, actions of the ACC can be appealed to the Monarch Bay Association
Board, whose decision is final.

Clarification of Height Limits in Tracts 3839 and 3748

The Monarch Bay Bylaws and the Monarch Bay Declaration of Subleasehold Restrictions for Tracts 3839
and 3748 prescribe finish grade elevations for lots, and limit the building heights above those finish
grade elevations.

Section 12.12.5.1 of the Bylaws reads as follows: “in Tract 3839 and 3748 the height shall be based
upon finished grade elevations as shown on the original grading plan, a copy of which is on file in the
office of the Monarch Bay Association, and the Improvements shall not exceed the height set forth in each
of the original subleases, and as set forth in the height limitation memorandum of Cabot, Cabot &
Forbes, Inc., dated January 23, 1962. The maximum building height shall not exceed the limits herein set
forth, or the City maximum, whichever is more restrictive.”

Based upon available data, in 1997 The Architectural Control Committee compiled a list of finished grade
(pad) elevations and allowable building heights for Tracts 3839 and 3748. The Committee found thirteen
of the pad heights on the original grading plan to be missing or not legible, and four building heights
(these have since been clarified based on sublease documents) in the Cabot, Cabot & Forbes
memorandum to be missing or not legible.

In an effort to avoid misunderstandings between Owners and the Association, it is recommended that the
following restrictions be enforced for future Type 1 (new construction following demolition) and Type 2
(additions and major remodel) submittals:

* In situations in which the pad height is missing or not legible, the pad height for new construction shall
not exceed the pad height of the existing lot. “Pad height” shall be defined as the average grade elevation
adjacent to the main living level.

* All submittals must be accompanied by a topographical survey of the property prepared by a California
licensed surveyor or authorized, registered Civil Engineer. The surveyor shall use either “MGVD29”

datum or “NAVDS88” datum and this shall be specified on the survey drawing.

As information has become available, the Table of Pad Elevations and allowable Building Heights has
been revised. Attached is a copy of the current Table.
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