FAIRMONT HILL COMMUNITY ASSOCIATION
ASSESSMENT COLLECTION POLICY
OCTOBER 11, 2004

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, consistent and effective manner.  The following are the Association’s
assessment collection practices and policies, pursuant to Civil Code (“CC”) §5320(a),(b):

1.

Regular assessments are due and payable on the first day of each month. It is the owner’s
responsibility to timely pay each assessment 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.

Assessments, late charges, interest, reasonable collection costs, and reasonable attorneys’
fees, if any, are the personal obligation of the owner of the property at the time the
assessment or other sums are levied. Owners shall be responsible for all such amounts
unless it is determined that all assessments were paid on time to the Association.

Unpaid assessments are delinquent 15 days after they are due. (CC&R’s, Art. VII, 81). A
late charge of $15.00 will be charged for any assessment, which is not paid in full within 15
days of the due date. (CC&R’s, Art. VII, §I).

Interest on the balance due will accrue at the rate of 12% per annum, commencing thirty
(30) days after the assessment becomes due. (CC&R'’s, Art. VII, §I).

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.

If any assessment becomes delinquent, the Association may send a notice regarding the
delinquency, and demanding payment thereof, to the owner at his/her address 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 other collection action as it
deems appropriate.

Without prejudice to its right to continue with and/or take other collection action, 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 pursuant to CC 84820 and Corporations Code 87341 for assessments in
arrears for at least 60 days. The Association will not deny an owner or occupant physical
access to his or her separate interest by way of any such suspension of privileges.
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Prior to recording a lien for delinquent assessments, the Association, its collection agent or
attorney will send a pre-lien letter to the record owner as required by CC §5650(a),5660, 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.

An owner may dispute the debt noticed in the pre-lien letter by submitting to the board a
written explanation of the reasons for his or her dispute within 15 days of the postmark on
the pre-lien letter. If such written explanation is so received, the board will respond, in
writing, within 15 days of the postmark on the explanation.

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 letter, the board will
meet with the owner, in executive session, within 45 days of the postmark of such request.

A delinquent owner may also request a payment plan to satisfy his or her debt, without first
meeting with the board. Payment plans will be considered on a case-by-case basis. Payment
plans must provide for payment of the delinquent amounts, in addition to the amounts,
which will accrue during the repayment period, including any fees and/or costs related to
the administration of the payment plan.

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. The owner will be charged a
fee for such lien.

A copy of the lien will be sent to the owner at his/her address of record via certified mail
within ten (10) days of recordation thereof.  After the expiration of thirty (30) days
following recordation of lien, the lien may be enforced in any manner permitted by law,
including judicial or non-judicial foreclosure.

If an owner pays all amounts required by CC 85658, and meets the requirements of that
section, the Association will inform the owner that he/she may resolve the dispute as
outlined in CC 85975, civil action, or by other procedures available through the
Association.

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.

Owners have the right to inspect certain Association records pursuant to Corporations Code
88333 to verify the debt.

The mailing address for overnight payment of assessments is: c/o StoneKastle
Community Management, Inc., 181 S. Old Springs Rd. Anaheim Hills, CA 92808.

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.
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ASSESSMENTS AND FORECLOSURE

This notice outlines some of the rights and responsibilities 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 NON-JUDICIAL FORECLOSURE

The failure to pay association assessments may result in the loss of an owner's property without
court action, often referred to as non-judicial foreclosure. When using non-judicial foreclosure,
the association records a lien on the owner's property. The owner's property may be sold to
satisfy the lien if the lien is not paid. Assessments become delinquent 15 days after they are due,
unless the governing documents of the association provide for a longer time (Section 5600 and
5650 of the Civil Code)

In a non-judicial foreclosure, the association may recover assessments, reasonable costs of
collection, reasonable attorney's fees, late charges, and interest. The association may not use non-
judicial foreclosure to collect fines or penalties, except for costs to repair common area damaged
by a member or a members guests, if the governing documents provide for this. (Sections 5600
and 5650 of the Civil Code)

The association must comply with the requirements of Section 5650 of the Civil Code when
collecting delinquent assessments. If the association fails to follow these requirements, it may
not record a lien on the owner's property until it has satisfied those requirements. Any additional
costs that result from satisfying the requirements are the responsibility of the association.
(Section 5650 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. Among these documents,
the association must send 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 5650 of the Civil Code)

If a lien is recorded against an owner’s property in error, the person who recorded the lien is
required to record a lien release within 21 days, and to provide an owner certain documents in
this regard. (Section 5650 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.
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PAYMENTS

When an owner makes a payment, he or she may request a receipt and the association is required
to provide it. On the receipt, 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 (Sections 5655 of the Civil Code)

An owner may dispute an assessment debt by giving the board of the association a written
explanation, and the board must respond within 15 days if certain conditions are met. An owner
may pay assessments that are in dispute in full under protest, and then request alternative dispute
resolution. (Sections 5658 and 5670,5673,5665 of the Civil Code)

An owner is not liable for charges, interest, and costs of collection, if it is established that the
assessment was paid properly on time. (Section 5650 of the Civil Code)

MEETINGS AND PAYMENT PLANS

An owner of a separate interest that is not a time-share 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 5650 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 with the payment plan standards of the
association, if they exist. (Section 5650 of the Civil Code)



