Rancho Santa Teresa Swim & Racquet Club
Preliminary

Member Meeting

Friday, January 25, 2019




Agenda

- Why do we need to change our-Baw®
» CorporationStatus

« 3 Options

» Associate Membership

» Applicable Rules & Laws

» Proposed By.aw changes

» Schedule

« Q&A



Rules for tonight

- Please respect your neighbors (The club is owned by us all)

» Provide sufficient time to all members to ask their questions
= We like to limit questions to 2 minutes

» Do not interrupt

cKeep I n mind that tonight

S topli



Why do we need to change our By-Laws?

» History

» Our ByLaws are 50 years old

- Ambiguous language

« Conflict with California Civil Codes
 Risk of loosing 501(c) 7 status

» Risk of loosing D&O insurance benefits



Our Corporation Status - 501(c)7

 Aprivate club for Social and Recreational purpose and the benefiting its
members

» Soclaklubs are exempt from federal income tixhey are "organized
for pleasure, recreation, and oth@aon-profitable purposes.” They were
originally granted exemption from federal income tax in the Revenue
Act of 1916

» Social clubsare membership organizatiomgimarily supported by
dues, fees, charges or other funds paid by their members.

« Other special benefits: Allowed to serve Alcohol, conduct gambling



501(c) 7 Requirements

« Significant amount of operational cost must be covered by all members
» Only 15% of income can be generated from fmo@mbers
« All guest must be accompanied by members all the time

» Proper recording ofacility use by members and their guests must be
performed



High Non-member income

- In 2018 we had $95,000 from nanember incomg$125/per member)
= Seasonal Guest Pass Program
= Swim Lessons
= Stingray Swim team
= NorCalTennis
= Newsletter Advertisements
= Water Aerobics



3 Options

1. Eliminate Seasonal Guest Pass Program and
significantly reduce service

2. Eliminate Seasonal Guest PBssgram and
significantly increase dues

3. ConvertSeasonaluest Pass Program into
Assoclate membership and maintain 2018

service



Associate Membership

« Currently the Club allonSeasonal Guest Pass Holdergnjoy the
facility.

- Seasonal Guest Pass Holdansst be sponsored by an existing club
member in goodstanding every year.

» Goingforward theboard of directorglans to replace the Seasonal
Guest Pasprogram with anrAssociatdMembership, in the same way as
all other neighboring cabana clubs operate.



Associate Membership

- Equal rights as propriety members(owners) with the exception of voting rights, or ownership
« Pool Parties
- Bring guests
- Hall Lounge Rentals
« Need to reside within a defined boundary
« 2018 Guest pass holders agemptif they decide to opt for an Associate Membership this year
« Associate Membership is not transferable
« CC&R’" s do not Dbind Associate Members
- The Board shall set the number of Associate Members each year but not to exceed 100.
- The board has the right to suspend or terminate any Assobiat@bership.
« UnlikeSeasonal Guest Pass holders, Associate Membiisave 12 month privileges.



New Associate Member application Process

Although details around determining eligibility of an Associate Member are yet to be finalized below
are someanticipated requirements the board considers:

Non-memberfamily applyfor an Associate Membership directly with the Boafdirectors

= Fill Out Application

= Proof residency in the defined boundary

= Letter of recommendatiofirom a current club member in good standing

- Board will set maximum number of Associate Membership for the year, not exceeding 100 at the
time of the annual budget

- Board will review applications and approve or decline, depending of prior set criteria

« Associate Membership status for the family is in effect ifahaually duesre paidin full

« Once an Associate membership is approved it will continue as long as membership dues are paid

every year in advance.

- If more applications for Associate Membership are received than avasgbls availablethe club
will incorporate a waiting list on a first come first served basis.
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What Laws and rules are relevant for Our By-Laws?

* IRS IRG501(c)(7)

» California Civil Code 40@&150
= Also known as DavwvistirlingCommon Interest Development Act

- Effective since 1986 (25pages), but updated yearly, Major rewrite in 20:
(100pages)

» TheDavisStirlingAct brought stability to the governance of the millions
of Californians served by community associations.

= Creatingfinancial safeguards, disclosures, insurance protections and resen
In a framework that allowed community associations to govern themselves
through elected representatives in eachmmunity.



Do we need to comply to the Davis-Stirling Act?

» TheDavis-Stirling Act applies to all common interest developments in
California.

- Retroactive. The DavisstirlingAct applies to all forms of residential
common Iinterest developments in Californiagluding those in existence
prior to the Act.



Proposed By-Law Changes

« Associate membership

« Newdefined officer roles of a Vice President, Assistant Treasurer and Assistant
Secretary to be implemented. This will improve operational efficiency

« The term of all board members will be two years. This will provide consistency

 Elimination of discount on membership dues for the Board of Directors. Currently
Board Members get a 50% discount on their membership dues

« New Ethics Policy

« Secret election of Board of Directors will be eliminated if there are not more
candidates than openings. This will save the club time and money

« Only one annual membership meeting is required in a fiscal year

- Board can spendp to 10% of the budget on capitahprovements without member
approval andif deemednecessary. (Currently the limit is $20,000)



Updates Required by Law to be incorporated

- An agenda of a planned board meeting will be posted four calendar days prior to the
meeting and the meeting minutes to be posted within 30 days thereafter. In the past, only
the town hall section was open to the members and we did not published the agenda prior
to the meeting. While our current bylaws do not require this, recent changes in the law do

- Required annual review by a California State Board Licensed Accountancy

« All business actions to be conducted and approved at an official board meeting by the
Board of Directors

« To stay compliant with Statute of the California Civil Code, addressing Assessments to be
Incorporated

= The code provides the board an optionit@rease the annualssessments without a member vote if the
increase is less than 20% of thesessment ithe previous year. This i®t a change and is ieffecttoday
however, the board discussed it in detail and feels it is necessary to incorporate this into the bylaws.

- Whilenone of the board members want sasséssmentshgiveseha s e t
board the capability to adjust thessessments tmmeet annual increase in operational costs, i.e. utility,

property maintenance and minimum wagecreasemore easily and simultaneously ensures we fund our
reserve accounappropriately.



Bancho Santa Teresa

WM an

cquet Club
San Jome 55119

Where can | find the proposed
By-Laws?
« http://www.ranchosantateresa.org/
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Estimated Schedule

» Next Board meeting February 11
= (Board Approval of Proposed new-Byws)
- Send Voting Package February 18
 Voting Starts by February 20 for 30 days
» VotingEnds by Friday March 22
« Spring Membership Meeting Friday March 22nd
- New Bylaws go in effect April 21
= (30 days after results were announced)

Note: In order to resume 2018 operation the board needs to approve a new
budget which reflects income from Associate Membership.






