
Laguna Woods Mutual No 50 
Financial Qualifications Policy 

 
The governing documents of Laguna Woods Mutual No 50 (“Mutual”) require each person seeking to 
acquire an ownership interest in a unit (“Applicant”) to obtain the PRIOR written approval of the Mutual’s 
Board of Directors (“Board”) before doing so. As a condition to obtaining such approval, each Applicant 
must provide to the Board documentation that conclusively establishes that Applicant satisfies certain 
financial requirements as set forth in the Mutual’s governing documents (“Application”). For the purposes 
of determining whether an Application will be approved or denied, the Board has adopted this Financial 
Qualifications Policy (“Policy”), which shall remain in effect until such time as this Policy may be changed, 
modified, or amended by a duly adopted Board resolution. 
 
Point of reference: CPI-U as of January 2025 is 317.671 

I. General Application Requirements. 

a.  As a condition of approval, Applicant(s) must submit to the Mutual an Application with 
all of the following documentation provided in a form satisfactory to the Board: 

1. A federal income tax return for the most recent year that is signed, dated, and includes 
Schedules A, B and E, as applicable, as well as any other financial verification 
documents requested by the Board. By way of example, but without limitation, other 
verification documents may be required if any Applicant derives income from a 
business owned by the Applicant (personally or through a legal entity), in which case 
the applicable business tax schedule and profit and loss statement may also be 
required. 

2. Net worth verification pursuant to Section II of this Policy. 

3. Income verification pursuant to Section III of this Policy. 

4. Escrow agreement pursuant to Section IV of this Policy. 

5. A completed Financial Statement and Credit Information form. 

6. Verification of the Applicant’s identity, which must be a natural person, or a 
designated individual acting on behalf of a corporation, LLC or Trust. 

7. A background check. Note: a criminal conviction record on a report, is not sufficient 
to reject a buyer or refuse residency to a person. The conviction must have a direct 
and specific negative bearing on a substantial, legitimate, and nondiscriminatory 
interest: the safety of residents, employees, and the property. Consideration will be 
given to the nature and severity of the crime and the amount of time that has passed 
since the criminal conduct occurred, which information is to be derived from further 
investigation, and if such information is not available, the buyer may not be rejected, 
nor a person refused residency. 

8. Where there is more than one prospective Applicant, income and assets 
can be calculated collectively, if each intends to reside in the property. 

9. If the Applicant desires to have a Guarantor to enable the Applicant to qualify to 
purchase a unit (as defined below), all documents required pursuant to Section IV of 
this Policy shall also apply to the Guarantor. 

10. If the Applicant desires to purchase more than one (1) unit or already owns at least 
one (1) unit at the Mutual, all documents required pursuant to Section V of this Policy 
shall be required for each unit application. 

b. The Board may deny any Application that does not include all of the documentation required 
herein, in a form consistent with this Policy and satisfactory to the Board, except as 



otherwise required by law. 
 

c. Any Application (including, without limitation, any document submitted in connection with 
said Application) that contains false or misleading information will be denied. If an 
Application was approved and it is later determined that such Application contained false 
or misleading information and if escrow had not closed by the time such discovery was 
made the Board may immediately withdraw its approval without the Mutual suffering any 
liability whatsoever. If escrow, as referenced immediately above, has already closed when 
the discovery of the false and misleading documentation is discovered, the Applicant will 
be deemed an owner, not in good standing and will, after a noticed hearing before the 
Board, be denied the owner’s amenity rights, held by an owner in the Mutual, unless such 
rights are not suspended by the Board of Directors. 

d. Prospective Applicants shall submit from a nationally recognized credit reporting agency 
(e.g., Equifax, TransUnion, Experian) a full credit report if FICO score is less than 700. 
Submit a credit summary report if FICO score is 700 or higher. These reports must be 
dated within 60 days prior to the application submission. 

II. Net Worth Requirements. 

a. Resident Owner(s) 

1. As a condition of approval, Applicant(s) shall submit satisfactory verification of a 
Minimum Net Worth that is greater than or equal to one hundred fifty thousand dollars 
($150,000) in acceptable assets net of liabilities, including the purchase price. 
Minimum Net Worth shall be adjusted annually by the change in CPI-U from 
January 2025. 

b. Investors and non-resident owners 

1. As a condition of approval, Applicant(s) shall submit satisfactory verification of a 
Minimum Net Worth that is greater than or equal to two hundred fifty thousand dollars 
($250,000) in acceptable assets net of liabilities, including the purchase price. 
Minimum Net Worth shall be adjusted annually by the change in CPI-U from 
January 2025. 

c. When computing net worth for the purposes of this Section, acceptable assets shall be 
limited to those assets that are considered, in the Board’s sole discretion, to be liquid, 
marketable or income producing. Examples of acceptable assets include, without limitation, 
the following: 

1. Equity in U.S. residential and income real estate. 
2. Savings accounts in U.S. banks and U.S. credit unions. 
3. Cash value life insurance. 
4. Certificates of deposit and money market accounts. 
5. IRA, SEP, 401(k), Profit Sharing and Keogh accounts. 
6. Federal, state, or municipal government bonds. 
7. U.S. traded investments (e.g., NYSE, Amex, OTC, Nasdaq, etc.) valued at current 

market prices. 
8. U.S. investments in SEC regulated funds and partnerships 
9. Mortgages and promissory notes; provided that the interest in such mortgages or 

promissory notes is reported on the Applicant’s tax return. 

d. When computing net worth for the purposes of this Section, acceptable assets will not 
include, without limitation, equity in mobile homes, recreational vehicles, boats, trailers, 
airplanes, automobiles, or other vehicles of any kind; vacant or undeveloped real estate; or 
artwork, jewelry, or other collectibles (e.g., coins, dolls, stamps, etc.).  

1. Term life insurance 



2. Annuity funds that cannot be withdrawn in lump sum 
3. Anticipated bequests, devises or inheritances 
4. Mortgages and promissory notes where the interest in such mortgages or promissory 

notes is not reported on the Applicant’s tax return. 
 

III. Income Requirements. 

a. Resident owners 

1. As a condition of approval, Applicant(s) shall submit satisfactory verification of 
annual income such that Applicant’s eligible income (as defined in this section) is 
greater than or equal to 2.0 times the sum of the annual assessment plus additional 
occupant fee, if applicable, in effect at the time of purchase. 

b. Investors and non-resident owners 

1. As a condition of approval, Applicant(s) shall submit satisfactory verification of 
annual income such that Applicant’s eligible income (as defined in this section) is 
greater than or equal to 3.0 times the sum of the annual assessment plus additional 
occupant fee, if applicable, in effect at the time of purchase. 

c. Eligible income shall consist of the following on a combined basis: 

1. 100% of verifiable income from wages, corporate pensions, annuity policies, and 
government entitlements such as, but not limited to Social Security. 

2. 4% (four percent) of acceptable assets included under the net worth requirement 
in Section II. 

IV. Guarantors. 

a. In the event any Applicant is unable to satisfy the financial requirements set forth in the 
Mutual’s governing documents (including, without limitation, this Policy), the Board may 
permit said Applicant to have a financial guarantor in accordance with this Section IV 
(“Guarantor”), so long as the Guarantor is not one of the persons seeking to reside in the 
unit.3 

b. Each Guarantor shall enter into an agreement with the Mutual to become financially 
responsible, jointly and severally, for all expenses associated with the Applicant’s 
ownership and residency at the Mutual (“Assessment/Charges Guarantor Obligation 
Form”). A Assessment/Charges Guarantor Obligation Form is attached hereto as Exhibit 
“A” and incorporated in its entirety herein by this reference as if fully set forth in this Policy. 

c. Each Guarantor shall submit all of the following documentation in a form satisfactory to 
the Board: 

1. A fully executed and completed Assessment/Charges Guarantor Obligation Form. 

2. Proof that the Guarantor’s primary residence is located in California, USA. 

3. Verification of net worth equal to the sum of the purchase price of the unit plus 
five hundred thousand dollars ($500,000) in Acceptable Assets. Acceptable 
Assets net of liabilities shall be adjusted annually by the change in CPI-
U from January 2025. 

4. Verification that the Guarantor’s annual income such that the total of the annual 
assessment plus additional occupant fee if applicable, in effect at the time of 
purchase does not exceed 20% of Guarantor’s taxable income. 



5. A credit report. Summaries are acceptable when there is no outside mortgage and 
FICO score is 700 or higher. 

d. The Board may withhold its approval of any Guarantor for, without limitation, any the 
following reasons: 

1. A Guarantor or Applicant fails to provide all of the documentation as required by 
subsection (d), above, in a form consistent with this Policy and satisfactory to the 
Board. 

2. A Guarantor is subject to a bankruptcy proceeding that is pending or has not been 
discharged. 

3. Any foreclosure or short sale of any property owned by the Guarantor. 

4. Any outstanding balances, collection accounts, or judgments owed by the 
Guarantor. 

5. A Guarantor’s credit score is lower than 700. 

6. A Guarantor seeks to reside in the unit. 

7. A Guarantor resides in a primary residence outside of the State of California. 

8. A Guarantor’s bank is located outside of the State of California. 

9. A Guarantor already guarantees (1) one or more units within Laguna Woods 
Village. 

10. A Guarantor provides any false or misleading information to the Board. 

11. Any other reasonable grounds that call into question a Guarantor’s financial ability 
or fitness to serve in this capacity on an Applicant’s behalf. 

e. Each Guarantor’s assurances shall only apply to the Applicant(s) and unit expressly 
identified on the Assessment/Charges Guarantor Obligation Form. No Guarantor’s 
assurances may be transferred to any other Applicant or unit. 

 


