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RECREATION CENTERS OF SUN CITY, INC.

RCSC BOARD POLICY RESOLUTION No. 16 (“BP 16”)

Annual Budget, |Capital Projects List, S Year Plan, PIF Expenditures,
PIF 10-Year| Forecast, & Financial Reporting

WHEREAS Article V;Seetion-6-3-of the Corporate Bylaws empowers the Board of Directors
(“Board” or “Directors”) of the Recreation Centers of Sun City, Inc. (“RCSC” or “Corporation”) to
adopt Policies (“BP” or “Policies”) not in conflict with the |Arizona Nonprofit Corporation Act]
Restated-Articles of Incorporation (“Articles”) or the Corporate Bylaws (“Bylaws”).

WHEREAS to minimize inconsistencies, misunderstandings and misinterpretations inherent in
verbal instructions, rules and regulations, the Board of Directors has established Board Policies in written
form. Such Policies must be titled, numbered and indexed for easy reference and use.

WHEREAS the Restated-Articles ef Incorperation and the Cerperate Bylaws must take
precedence over Board Policies and that the following Board Policy on Budget & Financial Reporting
must provide instruction, direction and guidelines regarding such and must remain in effect until such
time it is amended or removed by the Board.

NOW, THEREFORE BE IT RESOLVED the Corporation must adhere to the following policy
regarding Budget & Financial Reporting:

SECTION 1: FISCAL YEAR

For all purposes, financial and otherwise, the calendar year January 1 through December 31, shall be
synonymous with the term “fiscal year” of the Corporation.

SECTION 2: BUDGET PREPARATION AND APPROVAL

A. The Five-Year Planning Team.

The purpose of the Five-Year Planning Team is to provide the Finance, Budget and Audit; Golf
Advisory; Bowling; Long Range Planning; and Club Organization Committees with relevant budget
information to complete their budget, Preservation and Improvement Fee (“PIF”), the Capital

Improvement Fee (“CIF”) preparation responsibilities in an accurate and timely manner.

1. The Five-Year Planning Team must complete their responsibilities by the end of June so that
the budget responsibilities of other committees can be completed by the end of August.

2. In addition, the Five-Year Planning Team will annually prepare a Five-Year Plan forecast.

3. The Five-Year Planning Team will include no more than three (3) members of the Finance,
Budget and Audit Committee; no more than three (3) members of the Long Range Planning
Committee; one (1) member of the Club Organization Committee; one (1) member of the Golf
Advisory Committee; and those members of management that the General Manager believes
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are critical to the development of the Annual Budget and the Five-Year Plan. An individual

selected to the Five (5) Year Planning team cannot represent more than one (1) committee.

While members of the RCSC Board may consult with the Five-Year Planning Team
lteam meetings |RCSC Board members have neither supervisory duties nor budget preparation
responsibilities.

The Five-Year Plan includes projected revenues, expenses, capital expenditures, and CIF/PIF
expenditures for a five (5) year period. It does not bind future Boards to any assumption contained in
the plan. The Five-Year Plan is not approved by the Board.

1. Each Year, Management update the Five-Year [PlanjBudget and present a revised,
balanced operating and capital for review to the [Five-Year Planning Team and|

Finance, Budget and Audit Committee.
2. The Five- Year will contain an operating plan for each division and/or department
covering the jupcoming ﬁve -year period. The Five-Year IP_n]Bud-get for the Corporation will

consist of all operating income and expense items items [including golf revenue and expense,

bowling revenue and expense, PIF and CIF expenditures, and projected income from the PIF fund,

the CIF fund transfer fees and proposed annual Member Assessments |-eapitalexpenditures and

C. Annual Budget.

1.

Management shall prepare and present an annual operating and capital budget to the Finance,
Budget and Audit Committee seven to ten days prior to the committee’s July meeting (3™
Wednesday of the month). The Annual Budget will contain an operating budget [for the comin;

year for each division and/or department and will M all projected| operatlng

income and expense items

Memberﬂ&ssessments—hp to and 1nclud1ng the Net Excess (Deﬁ01t) Before Depre01at10n

income statement entry or its Generally Accepted Accounting Principles (“GAAP”)

equivalent.

Management’s proposed Annual Budget must include recommendations for the level of the
annual member assessment, PIF, CIF, Transfer Fee and prices proposed to be charged for golf
and bowling during the upcoming calendar year.

Management’s proposed Annual Budget will also include, as a separate document, a Capital
Projects List that includes capital projects intended to be funded by the CIF fund during the
upcoming calendar year.

The Board defines an annual operating and capital budget as:

a. An annual operating budget contains a detailed projection of operating income and expense
for the coming year including a projected Net Excess (Deficit) Before Depreciation income
statement entry or its GAAP equivalent.
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b. An annual capital budget identifies the beginning balance of the CIF Fund in dollars, the
various proposed CIF projects for the year by name and by dollars, any projected return
that might be earned on the CIF Fund balance during the year in dollars, the expected
contributions to the CIF Fund during the year in dollars, and the expected ending balance
of the CIF Fund at the close of the year in dollars. Normally, five (5) percent of the Annual
Reserve Study allocation will be budgeted for Club project requests. However, this
percentage can be modified by the RCSC Board. The annual capital budget will be
projected to have an ending balance in the CIF Fund of not less than $2,000,000.

The Finance, Budget and Audit Committee will review Management’s proposed Annual
Budget, amend Management’s proposed Annual Budget if appropriate, and will recommend
an Annual Budget to the Board by the Board’s October Board Meeting. While reviewing the
proposed Annual Budget, the Finance, Budget and Audit Committee may request an
explanation of proposed income or expenses. If the committee requests an explanation of a
proposed item, the Chair and/or Vice Chair will request the division, department, club, standing
committee or management (collectively called the “Initiator”) requesting the proposed income
or expense item to prepare an explanation.

The Chair and/or Vice Chair will determine if the explanation of the Initiator’s proposed item
satisfactorily addresses the requirements of the committee’s request.

a. The Chair and/or the Vice Chair will bring the explanation of the proposed expenditure to
the Finance, Budget and Audit Committee, noting the date that the committee was provided
with the explanation;

b. The Finance, Budget and Audit Committee will have up to thirty (30) days to review the
explanation of the proposed expenditure and recommend either inclusion or exclusion of
the proposed income or expense in the proposed Annual Budget for the upcoming year;
and

c. The Chair and/or Vice Chair may extend the committee’sreview deadline an additional
thirty (30) days one time for good cause, but the committee must make its Annual Budget
recommendation to the Board by the Board’s October Board Meeting.

The Finance, Budget and Audit Committee fin collaboration with the Management Team| will
assume responsibility for explaining the proposed Annual Budget to the community prior to
the October Board Meeting.

The Annual Budget recommended by the Finance, Budget and Audit Committee will contain
the following to provide the projected level of revenue and fee income assumed necessary to
operate the Corporation in the coming calendar year:

An operating budget;

A capital budget;

The annual member assessment;
The PIF, CIF, and Transfer Fees’
Golf and bowling fees

o Ao o

The Board may accept or amend the Finance, Budget and Audit Committee’s recommended
Annual Budget. However, the Board must approve an Annual Budget for the coming calendar
year by the completion of Board’s November Board Meeting.
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|Ca ital Project ListExpenditures.

The Capital Projects List contains non-PIF items recommended for replacement by the
Reserve Study.| A Reserve Study is a planning tool intended to assist in identifyinga schedule
@ majer |maintenance, repairs, replacements and| majer [capital expenditures| efthe

sesepees,

2. The Reserve Study will be updated annually by Management.

3. |At least twice a year, the Finance, Budget and Audit Committee will review the proposed|
Capital Projects List for the coming year. While reviewing the Capital Projects List, the
commlttee may request an explanatlon of proposed expendltures Ifan explanatlon is desired:
a. The Chair and/or Vice Chair of the Finance, Budget and Audit Committee will request the

Initiator of the proposed expenditure to prepare an explanation.

b. The Chair and/or Vice Chair will determine if the Initiator’s explanation of the proposed
expenditure prepared satisfactorily addresses the requirements of the Committee’s request;

c. The Chair and/or the Vice Chair will bring the explanation of the proposed expenditure to
the Finance, Budget and Audit Committee, noting the date that the committee was provided
with the explanation;

d. The Finance, Budget & Audit Committee will have up to thirty (30) days to review the
explanation of the proposed expenditure and recommend either inclusion or exclusion of
the project from the Capital Projects List; and

e. The Chair and/or Vice Chair of the Finance, Budget and Audit Committee may extend the
committee’s review deadline an additional thirty (30) days one time for good cause, but the
committee must still make its Annual Budget recommendation to the Board by the Board’s
October Board Meeting.

3. During the budget year, Management will have reasonable flexibility to include unbudgeted
income, expenses, or Capital Projects in the Annual Budget. Ifunbudgeted operating expenses
are incurred during the calendar year, Management may need to reduce budgeted operating
expenses to continue to meet the Board’s approved Annual Budget requirements. If an
unbudgeted Capital Project is related to safety or regulatory rules or if an essential asset
unexpectedly fails, Management may need to defer one or more budgeted projects so that
annual capital project spending remains at or below budget. If Management makes material
changes to the approved Capital Project List, Management shall notify the Board of such
changes before spending amounts in excess of the approved Capital Project List.

4. The Capital Project List included in the Annual Budget will contain projected CIF expenditures
for the various cost centers (Facilities, Finance, Operations, Golf) and for the clubs. These
projected CIF expenditures are estimates of expected project costs.

a. If the clubs complete their CIF projects for a given year’s Annual Budget without
exhausting the club allocation of CIF funds for that year, any difference between actual and
allocated expenditures will be used to fund additional club CIF projects during that budget
year.

b. Ifthe club allocation of CIF funds are not exhausted by the end of the budget year, excess
club CIF funds will carry over to the following budget year.

c. Ifa club CIF project is proposed to be cancelled, the Club Organization Committee must
be informed and provided an explanation before the project is canceled.

Board Policy No. 16 Page 4 of 10 Budget, 5 Year Plan, PIF Forecast, & Financial
Reporting

Sep%ember—zé,—%;lﬂDecember 1,2025|




180 d. Ifindividual cost centers (Finance, Facilities, Operations, Golf) complete their CIF projects
181 for a given year’s Annual Budget without exhausting their annual allocation of CIF Funds,
182 the excess funds may be shared among the cost centers during that budget year.

183 e. If the combined cost centers (Finance, Facilities, Operations, Golf) do not exhaust their
184 annual allocation of CIF funds by the end of the budget year, any excess funds will be
185 returned to the CIF fund and allocated during the next budget year.

186 f. If a cost center (Finance, Facilities, Operations, Golf) or the clubs exceed their budget
187 allocation, every effort must be made to curtail additional CIF spending to keep overall
188 CIF expenditures within budget for the year.
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ISECTION 3. THE PIF FUND

|A. New PIF project funding

1.
2.

All phases of PIF Fund projects must be closely coordinated with the Facilities team

Any Board member, committee member or member of the senior management staff may
propose a new PIF project to the Board.

Before the completion of three (3) monthly Board Meetings, the Board must consider the
proposed project and make an initial decision whether the project merits further examination.
This decision can be made in a Board meeting or Special Session.

If the Board rules negatively, the Board will inform the maker of the proposed project that the
Board does not wish to pursue the project at this time.

If the Board decides to continue examining the project:

a.

b.

The project request will be forwarded to the Director of Facilities to establish a rough order
of magnitude (ROM) estimate for the project

The Board will assign the appropriate Standing Committee in conjunction with the project
requestor to build an abbreviated business case to define the project scope and overview,
ROM, benefits for the RCSC, potential risks, stakeholders and other considerations

1) The Golf Advisory Committee will be accountable for golf PIF funds requests;

2) The Bowling Committee will be accountable for bowling PIF funds requests;

3) The Club Organization Committee will be accountable for clubs PIF funds requests;

4) The Lawn Bowling Committee will be accountable for lawn bowling PIF funds
requests;

5) The Outreach and Communications Committee will be accountable for outreach and
communications PIF funds requests;

6) The Technology Committee will be accountable for technology-related PIF funds
requests;

7) The Properties Committee will be accountable for fitness facilities, buildings, and
grounds PIF funds requests; and

8) The Long Range Planning Committee will be accountable for PIF funds requests for
long range planning purposes.

The Standing Committee will vote to recommend or not recommend whether the project
should proceed.

The Standing Committee chair will present the business case and the committee’s
recommendation/non-recommendation to the Board.

The Board will decide at a monthly Board Meeting if the project should continue and be
put on the Ten-Year PIF Forecast.

The Long Range Planning Committee will recommend to the Board where the project
should be placed on the Ten-Year PIF Forecast and bring their recommendation to the
Board for consideration.

B. Design funding for projects on the Ten-Year PIF Forecast

1.

To obtain funding for a project on the Ten-Year PIF Forecast, a Standing Committee must
prepare a justification for the recommendation and make a funding recommendation to the
Board.

2. Arequest for PIF funds will generally have two (2) stages.

|a. Stage 1: Funds for Project Design
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1)

The requesting Standing Committee will request design funding for the project. To
receive design funding, the requesting Standing Committee will prepare a project
design business case that includes:

a) Describe the project including need for the project;

b) Provide a project cost/benefit review;

c) Describe the alternatives to the proposed project that were considered;

d) Describe stakeholders that had input to the decision to pursue the project; and

e) Provide a project design Statement of Work for prospective bidders;

f) Make every effort to obtain at least three (3) bids for project design;

g) Provide an estimate of the amount that will be needed to complete the design phase
of the project.

2)
3)

4)

Each design bid received should contain an estimate of the cost to construct the project.
After completing the rationale for project design, the requesting Standing Committee
will make a recommendation to the Board requesting the required design funding.
The Chair or Vice Chair of the requesting Standing Committee will present the
committee’s recommendation to the Board. The Board may approve or deny the
request for design funds.

|b. Stage 2: Funds for Project Construction

1)

2)
3)

When the project design is completed, the requesting Standing Committee will review
the project and make a recommendation/non-recommendation to the Board.

The Board will decide whether the project should proceed

If the Board decides the project should proceed, the requesting Standing Committee
will request funding for project construction by preparing a construction business case
that will include:

a) A project description including need for the project, benefits, and costs;

b) A project construction Statement of Work for prospective bidders;

c) Every effort to obtain at least three (3) bids for the construction of the project;

d) A description of each bid’s pros and cons;

e) A description of the stakeholders that had input to the recommendation to pursue
the project;

f) A recommendation of which bid the requesting Standing Committee believes
should be accepted and the amount of PIF funds needed to complete the project.

4)

5)

6)

7)

The requesting Standing Committee Chair and/or Vice Chair will determine if the
committee’s construction business case satisfactorily addresses the Board’s
requirements.

If the construction business case reasonably meets the Board’s requirements, the
requesting Standing Committee Chair and/or Vice Chair will make a recommendation
to the Board to provide PIF funding for the project.

The Board will review the construction business case and may ask the requesting
Standing Committee for clarifying information.

The Board may approve or deny the request for construction funding.

SECTION 4: THE ROLE OF THE LONG RANGE PLANNING COMMITTEE

The Long Range Planning Committee is tasked with providing the Recreation Centers of Sun City with
an overview of proposed long-range goals and suggested future construction projects.

A. In preparing this overview, the Long Range Planning Committee may consider the future income
of residents of Sun City, the demographics of the residents of Sun City, the state of the housing
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. The Long Range Planning Committee will prepare, or cause to be prepared, a vision of where the

stock in Sun City, the existing assets of the Recreation Centers of Sun City, the employees of the
Recreation Centers of Sun City, employment statistics of current and future residents of Sun City,
the sources of revenue for the Recreation Centers of Sun City and the sustainability of those
revenue sources, and other relevant factors.

Recreation Centers of Sun City might want to be in at least ten years. More specifically, the
committee will:

1. Seek Stakeholder participation in the future direction of the Recreation Centers of Sun City;
2. Identify Stakeholders desires/requests for upcoming PIF projects;

3. Suggest the standard that the Recreation Center of Sun City should attempt to achieve to
maintain its assets at a level required to attract future residents;

Suggest sources of revenue from outside sources;
5. Collaborate with other committees to suggest branding or marketing efforts;

Suggest means to educate RCSC Members on the cost of and need to repair and maintain
assets; and

7. Complete these efforts while complying with all state and federal legislation.

. The Long Range Planning Committee will prepare this overview annually for the Board’s review. |

ISECTION 5: THE TEN-YEAR| PIF FORECAST.

. [The Long Range Planning Committee will annually prepare and recommend a Ten-Year PIF

forecast.| The Ten-Year PIF Project Forecast will include:
1. Abeginning PIF balance for each year;

2. An annual estimate of the PIF Fee contributions (including an estimate of the number of annual
house sales and a proposed PIF Fee amount) and earnings on the PIF Fee balance;

3. The individual PIF projects projected for each year including project cost estimates; and

4. An estimated ending PIF balance on an annual basis. The estimated annual ending PIF balance
should not drop below $5 million dollars. [The RCSC Board can modify the minimum balance)

. The Board will [vote on the recommended|apprevethe Ten-Year PIF Project Forecast at its October

and November Board meetings. After approving the Ten-Year PIF Project Forecast, all new PIF
pI‘OJeCt requests will be deferred to the next annual budget cycle for reviewunless-the Board
tinclusion in the next year’s forecast.| [The RCSC|

[Board can modify the approved Ten-Year Project Forecast|
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SECTION 4/6: FINANCIAL REPORTING

| A. A week prior to the regularly scheduled monthly Board Meeting:

1. A detailed financial statement for the prior month will be distributed to the Board; Finance,
Budget, and Audit Committee; and Management.

a. Every reasonable effort will be made to have these statements available by the fifteenth
(15™) of each month.

b. Financial statements shall compare actual monthly and year-to-date results with the
budget and prior year’s results.
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2. A Monthly PIF project work-in-process status will also be distributed to the Board; Finance
Budget, and Audit; Long Range Planning Committee; and Management.

B. |[Management will review monthly variances from the budget and report concerns to the Board|
and the Finance, Budget, and Audit Committee|.

SECTION 4@: FINANCIAL REVIEW

Management shall provide a year-to-date in depth review after March 31 and September 30 ef
financial operations and capital expenditures to both the Board and Finance Budget and Audit Committee.

Neithe ear_ond no ne () denth nan e e he nro ded nle othe e roaqnectad
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SECTION 5@: ACCOUNTING STANDARDS

All financial records and accounts of the Corporation shall be maintained in accordance with Generally
Accepted Accounting Principles (GAAP) as promulgated by the Financial Accounting Standards Board
(FASB).

SECTION 69: INTERNAL FINANCIAL CONTROLS

Management is responsible for establishing specific internal control policies and procedures to include,
but not limited to, authorization, segregation of duties, safeguarding, recording and depositing,
reconciliation and review. Every RCSC employee is responsible for ensuring that established internal
controls are followed and applied.

SECTION 4@: ANNUAL FINANCIAL AUDIT

A. A financial audit will be conducted every year.
B. The Board and the Finance, Budget and Audit Committee will review and approve Management’s
recommended audit firm.

1. The Board and the Finance, Budget and Audit Committee will meet annually with the audit
partner, without Management present, to review findings and make relevant inquiries of the
audit firm.

2. An audit report will be completed by the outside audit firm, and submitted to the Board and
the Finance, Budget and Audit Committee at the conclusion of every annual financial audit.

| 3. The Annual Audit will be posted on the RCSC website. |

SECTION 8]11: REFUNDS

Except as stated specifically in the Corporate Documents there are no other refunds of assessments, fees
or other charges by RCSC.

BE IT FURTHER RESOLVED that a copy of this resolution shall be posted on the RCSC website for
members and shall be made available to members upon request at no cost.
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434  Adopted and signed this 26*- day of [December, 2025|-Septentber; 2024 at a duly called Board
435 meeting by a majority (5) of the Recreation Centers of Sun City, Inc. Board of Directors.
436

437 ATTEST:

438

439

440  Thomas Foster, President Preston Kise, Secretary

441
Board Policy No. 16 Page 11 of 11 Budget, 5 Year Plan, PIF Forecast, & Financial
Reporting

Sep%ember—,’_lé,—2924|December 1,2025|




	RECREATION CENTERS OF SUN CITY, INC.
	RCSC BOARD POLICY RESOLUTION No. 16 (“BP 16”)
	SECTION 2: BUDGET PREPARATION AND APPROVAL
	SECTION 46: FINANCIAL REPORTING

