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The members of the Mountain Terrace Estates Homeowners Association have
administered the operation of the Association for three plus years. It is the board’s
objective to work toward the continued betterment of the community.

"Mountain Terrace Estates Homeowners Association, Inc,
(Arkansas Non-Profit Corporation)
Notes to the Financial Statements
December 31, 2012

1. Organization

The Mountain Terrace Homeowners Association, Inc., (the “Association") was
incorporated in the State of Arkansas as a non-profit corporation. The Association is
responsible for the care, upkeep, and supervision of the real property and
improvements within the Association. The Association consists of common area
including a clubhouse and pool along with sixty-cight (68) units located on 17.79
acres more or less in Maumelle, Pulaski County, Arkansas.



2. Summary of Significant Accounting Policies

A. Basis of Accounting
The Association's records are presented using the cash method of accounting which
recognizes revenues when received and expenses when paid.

B. Account Payable & Accounts Receivable

With the cash method of accounting, outstanding accounts payable and accounts
receivable are not included in the financial reports. All 2012 Accounts Payable arc
paid. Accounts Receivable for sixty-eight units are current.

C. Audit

The yearly financial audit was performed in November 2012. The audit committee
presented their written report to the Board of Directors on December 3, 2012. A copy
of the cover letter is included in this annual report.

D. Assessments

Annual assessments are billed monthly and are due on the 1* of each month.
Assessments beginning January 2013 will be $198.00 per month or $2376.00 per
year.

E. Income Taxes

While the Association has been organized under Arkansas non-profit statutes as a
corporation without capital stock or sharcholders, the Association is not a tax-exempt
organization. Consequently, the Association is subject to federal and state income
taxes on net income derived from investments and other non-membership sources.

F. Recognition of Assets

Real and personal common property acquired by the Association from the developer
is recorded as capitalized fixed assets and valued at cost in the period in which it is
acquired.

G. Cash

For purposes of the Income Statement, the Association defines cash equivalents as all
investments that are available upon demand.

H. Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent asscts



and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from
those estimates.

I. Funds

The Association uses fund accounting, which requires that funds, such as operating
funds and funds designated for future major repairs, replacements, and additions be
classified separately for accounting and reporting purposes. Fund accounting is
helpful in segregating funds having restrictions on their use. A disbursement from the
Operating Fund or the Replacement Fund is at the discretion of the Board of Directors
(the “Board”) of the Association. Disbursements from a Special Assessment Fund
may be made only for its designated purposes.

3. Reserve & Replacement Fund Investments

The Association has invested its reserve funds in a money market account.

4. Contract with Pugh Earthworks

Effective September 1, 2012 the Association entered into a one year agreement with
the Pugh Earthworks to provide landscape maintenance services.

5. Contract with Central Termite

MTEHOA has a termite contract with Central Termite. The Agreement provides for
an annual fee of $67.50 per unit. Payments arc made as the units are inspected.

6. Future Major Repairs and Replacements

The Association, as allowed by the Declarations, maintains a Reserve & Replacement
Fund for major repairs and replacement of common property. Accumulated funds are
held in a separate savings account and are generally not available for normal
operations. Management intends to accumulate funds in the Reserve & Replacement
Fund based on estimates of future needs for major 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 Reserve & Replacement Fund may not be adequate to meet all
future needs for major repairs and replacements. If additional funds are needed, the
Association has the right, subject to the Board of Director's approval, to increase
regular assessments or delay major repairs and replacements until funds are available,
Special Assessments for designated projects may be implemented with a 2/3 vote of
the membership.
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