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MUIR TERRACE
HOMEOWNERS’ ASSOCTATION, INC.

Financial Statements

December 31, 2003

The Board of Directors
Muir Terrace Homeowners’ Association, Inc.

‘We have audited the accompanying balance sheet of Muir Terrace Homeowners’ Association, Inc. as of
December 31, 2003, and the related statements of revenues and expenses, changes in members’ equity,
cash flows and schedule for the ycar then ended. These financial statements and schedule are the
responsibility of the Association’s management. Our respousibility is to express an opinion on these
financial statements and schedule based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform our audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by the Association’s management, as well as
evaluating the overal financial statement presentation. We believe our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statement and schedule referenced above present fairly, in all material
respects, the financial position of Muir Terrace Homeowners’ Association, Inc. as of December 31, 2003

and the results of its operations and its cash flows for the year then ended, in conformity with generally
accepted accounting principles.

As discussed in Note (6), the Association has not conducted a reserve study during the period January 1,
2003 through December 3}, 2003; a reserve study is an estimate of the remaining lives and replacement
costs of the common property, and thereforc, the Association has not presented the estimates of future
costs of major repairs and replacements that will be required in the future that the American Institute of
Certified Public Accountants has determined is required to supplement, although not required to be a part
of, the basic financial statements.

May 26, 2004

Hacker, Rammell & Associates



MUIR TERRACE
HOMEOWNERS’ ASSOCIATION, INC.

Balance Sheet

December 31, 2003
ASSETS
Operating Assets:

Cash and Cash EQUIVAIENtS ....ovcouv...eoccoerveesoreseoeseces e hS 33,805
Short-Term INVESIMENtS. ........coccccvveeeeeeeevessmssreos oo 87,482
Member Assessments Receivable Less Allowance for

Doubtful Accounts of $2,000.............ooooooome o 1,626
Prepaid InCOMe TAXeS ..........uvvvveoceooeccreeerrsvseseeees oo 262

— e

Total Assets

S . 123178

LIABILITIES AND MEMBERS’ EQUITY

Liabilities:
ACCOUNIS PAYADIC .......ooovvvoeenreeitee e 3 8,272
Income Taxes Payable..........ie et -
Total Liabilitics.................cconueeoievees oo 8,272
MEMBETS” EQUILY .........ooummmmummmnneneseor oo seemssessssmsesceoomsmsseese oo esssseeseoesoeeosoeooee . 114,903
Total Liabilitics and Members’ Equity... - 8 123178

The accompanying notes are an integral part of the financial statements.



MUIR TERRACE
- HOMEOWNERS’ ASSOCIATION, INC.

Statement of Revenues and Expenses
“/ear Ended December 31, 2003

Revenues:

Member Assessments:
OPCIALIONS ......ooovve i sisecc ettt s esee st oot s e oo ses $ 226,131
Future Major Repairs and Replacements......oo....ooooccoommmomrooer -
Roof Litigation Settlement ._...........cccoouveiorooiiooieeieeeeeceeeoeosoesososeseeeooeoooeoeooo 15,550
TOLETEST EAMEA ..ooovvvnicemceeemsen vt teses oo eoee oo 1,391
Total ReVenUes ... reerrennne 243,272

Expenses:

LANASCAPINE 1.vvvvvoeeoeecereie et eees st e e eeees e 17,124
POOl MAINENANCE .......eemieecinnreii ettt s et 5,147
MEDAGEMENE FEES ........couriviveiieccecmnvsssnssssessa s sosssssss s s st eee s 18,810
ADMINISIALIVE ... .ottt eess oot e s oo oeooeeoeeeseosoee 13,616
Elevator Maitenance ..........cvueosmessssoeresire oo oo 5,244
Legal and Professional..............ecervmimesmmusioneioeoeesoeeeseeesoessee oo oeeooese s 11,858
Insurance.......... rrvrersrrersarinrness e er et ra e e hr e s s e nb et b e e et e ee et e vaeoneer e s aeensome e et eessse 40,052
Fire EXtinguisher Maintenance ..o oo eeeeeses e ssses oot 4,500
SEOULIY wovvvionivitstiseets ettt ttsess s beas e oo ee s eeseeee s e st s eee oo s oo 912
JANMOTIAL. ...ttt e 18,317
PeSt COMIO annnii ettt ces e eee e 2,040
MARINIENANCE ...t 27442
UHIES oottt 99.126
Bad DEbt ... et e 2,000
Provision FOr INCOME TaXES .c..vueeeereioioieieeeeceeeoeeeeeeee oo eeeee oo 251
Other Tax and LICENSES .....cvvu.cvuueeceeivoeieiesesteseeeeccees s enee oo 128
TOtAl EXPENSES..........ovvvoii oot eessres st 266,567

Excess (Deficit) Revenues Over

Expenses Before Replacement Fund Allocations..................oooooooooo (23,295)
Major Repairs and Replacements.......................... . (106,053)
Excess (Deficit) Revenues Over Expenses ... $ (29,348)

The accompanying notes are an integral part of the financial statements.



MUIR TERRACE
HOMEOWNERS’ ASSOCIATION, INC.

Statement of Changes in Members” Equity
Year Ended December 31, 2003

Future Major Total
Repairs and Retained Members’
Replacements Earnings Equity
Members’ Equity - January 1,2003................. $ 246,623 $ 2.372) $ 244,251
Excess Revenue (Deficit) over Expenses ................._..... - (129,348) (129,348)
Amounts Allocated to Major Repairs :
and Replacements ................... ... (104,713) 104.713 -
Transfer From Future Major Repairs and
Replacements to Retained Earnings.................... (22,340) 22,340 -
Members’ Equity - December 31, 2003...... ... $ 119,570 $  (4,667) $ 114,903

The accompanying notes are an integral part of the financial statements,



MUIR TERRACE
HOMEOQOWNERS’ ASSOCIATION, INC.

Statement of Cash Flows
Year Ended December 31, 2003

Cash Flows from Operating Activities:

Excess Revenues (Deficit) over Expenses...........ooooomveere

Adjustments to Reconcile Excess Revenues Over Expenses
to Net Cash Provided (Used) by Operating Activities:

...................

Provision For Losses on Assessments Receivable............coooeio oo
(Increase) Decrease in Member Assessments Receivable

(Increase) Decrease in Prepaid INSUrance .................oo.ocovvvovoivcooooo
(Increase) Decrease in Prepaid Taxes .................cooovvomreoooooosvcooo

Increase (Decrease) in Accounts Payable ...................o..ooooovvvoveie
Increase (Decrease) in Taxes Payable.........vvueceeoooeonsroooooe .

Net Cash Provided (Used) by Operating Activities...................

...................

....................

...................

...................

-------------------

...................

Cash, Cash Equivalents, and Short-Tenn Investments at Beginning of Year ...

Cash, Cash Equivalents, and Short-Term Investments at End of Year...nnoee.

Analysis of Cash and Cash Equivalents:

Cash, Cash Equivalents - OPerations...............cc....oo.ovvvvemrovommeoooooooooooo

Cash, Cash Equivalents, and Short-Term Investments -

Future Major Repairs and Replacements...........vee....oceovvnnoerovveoeesns

...................

...................

3 (129,348)

2,000
12,465
969
231
423
(15,438)
10
(113)

128,801
250,088

$ 121287

$ 1,856

119,431



MUIR TERRACE
HOMEOWNERS’ ASSOCIATION, INC.

Schedule of Expenditures for Major Repairs and Replacements
Year Ended December 31, 2003

Expenditures:
General ..o T b 106.053
Total Expenditures for Major Repairs , :
and Replacements.................._............... $ 106,053



MUIR TERRACE
HOMEOWNERS’ ASSOCIATION, INC.

Notes to Financial Statements
December 31, 2003

14)) Organization

Muir Terrace Homeowners’ Association, Inc. is a statutory association organized as a not-for-
profit corporation for the purposes of maintaining and preserving common property of Muir
Terrace Homeowners' Association, Inc. at Monterey Hills. Muir Terrace Homeowners’

Association, Inc. consists of 90 residential units. The Association began its operations in
November 1981.

2 Summary of Significant Accounting Policies

The accompanying financial statements have been prepared in conformity with generally
accepted accounting principles.  Accordingly, revenues and expenses are recorded when
recognized. Disbursements from replacement funds generally may be made only for designated
purposes.

Interest Earned

The Association’s policy is Lo allocate to replacement funds interest eamed on all cash accounts
net of income taxes,

Cash Equivalents
Highly liquid investments with original maturities of three months or less are considered cash
equivalents,

Short - Term Investments

Investments with maturities between three and twelve months are considered to be short-term
investments. Investments consist of Certificate of Deposits as of December 31, 2003. The
Association adopted Statement of Financial Accounting Standards No. 115, Accounting For
Certain Investments in Debt and Equity Securities (SFAS No. 115). This standard requires that
certain debt and equity securities be adjusted to market value at the end of each accounting
period. Unrealized market value gains and losses are changed to camings and are included in
interest earned.




MUIR TERRACE
HOMEOWNERS’ ASSOCIATION, INC.

Notes to Financial Statements
December 31, 2003

(3) Income Taxes

For the year ended December 31, 2003, the Association has been granted tax-exempt status
under Federal and California income tax codes. The codes permit the Association to elect to
have members’ dues and assessments exempt from income taxes. In 2003, the Association
elected to file as a Regular Corporation. The Association had an excess of expenses for
maintenance of the common property over membership source income. That excess may be
carried over to offset future income from membership sources. The Association’s investment
income and other non-exempt income were subject 1o tax at a rate of 15 percent for federal and
8.84 percent for California.

The Association had taxable income of $903 and $1,316 for federal and state, respectively. The
tax provision for the year ended December 31, 2003 consisted of the following;

Federal Provision. ..........oooooiii i 3 135
SAte PrOVISION ..ot oot S 116
251
Less: Prior Year’s Credits & Estimated Tax Payments......._...................._ (513)
(262

(4) Homeowner Assessments

Monthly assessments 10 owners were based on the layout and size of each unit. Assessments
ranged from $205 to $242 for the year ended December 31, 2003. Of that amount, no amount
was designated to replacement funds.

The annual budget and assessments of homeowners are determined by the board of directors.
The Association retains excess operating funds at the end of the operating year, if any, for use in
future operating periods.



MUIR TERRACE
HOMEOWNERS® ASSOCIATION, INC.

Notes to Financial Statements
December 31, 2003

(5) Cash .

The Association’s cash, cash equivalents, and investment account balances as of December 31,

2003 were as follows:

Institution Interest Rate

Cash and Cash Equivalents for Operations:
Citizens Bank .
First American Bank -
Peity Cash -

Total Cash and Cash Equivalents for Operations

Cash, Cash Equivalents and Investments For Future Major
Repairs and Replacements:

First American Bank various
Citibank - 1826 0.80%
Citibank - 1974 0.95%
Citibank - 7981 0.60%
Citibank — 9742 1.09%

Total Cash, Cash Equivalents, and Short-Term Investments -
For Future Major Repairs and Replacements

Total Cash, Cash Equivalents and Investments

Amount

$ (1,853)
3,509

200

1,856

$ 31,949
22,285

17,187

2,455

45,555

119,431

$ 121,287



MUIR TERRACE
HOMEOWNERS?’ ASSOCIATION, INC.

Notes to Financial Statements
December 31, 2003

(6) Future Major Repairs and Replacements

The Association’s governing documents require that funds be accumulated for future major
repairs and replacements. Accumulated funds are held in separate savings accounts and
generally are not available for expenditures for normal operations.

The Association has not conducted a study during the period Janvary 1, 2003 through December
31, 2003 to determine the remaining useful lives of the components of common property and
current estimates of costs of major repairs and replacements that may be required in the future.

Funds are not being accumulated in the replacement fund based on estimates of future needs for
repairs and replacements of common property components. Actual expenditures may vary from
the estimated future expenditures, and the variations may be material, therefore, amounts
accumulated in the replacement fund may not be adequate to meet all future needs for major
repairs and replacements. If additional funds are necded, the Association has the right, subject to
membership approval, to increase regular assessments, pass special assessments, or delay major
repairs and replacements until funds are available.

(N Assessments Receivable

The Association’s policy is to retain legal counsel and place liens on the properties of
homeowners whose assessments are in arrears. It is the opinion of the Association that it will
prevail against homeowners whose assessments are delinquent, but have recorded an allowance
for doubtful accounts if deemed necessary.

(8) Contingencies

As of December 31, 2003, the Association has deposits in banks that exceed the FDIC insured
limit of $100,000.

| o



