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INDEPENDENT ACCOUNTANT'S REPORT
Terrace Village Maintenance Corporation

Reviewed Financial Statements
December 31, 2009

Board of Directors and Members:

I have reviewed the accompanying balance sheet of Terrace Village Maintenance Corporation as of December 31,
2009, and the related statement of income and expenses, statement of changes in fund balances and statement of cash
flows for the year then ended in accordance with the Statements on Standards for Accounting and Review Services
issued by the American Institute of Certified Public Accountants. All information included in these financial
statements is the representation of management and the board of directors of Terrace Village Maintenance
Corporation.

A review consists principally of inquiries of the Association personnel and analytical procedures applied to financial
data. It is substantially less in scope than an audit in accordance with auditing standards generally accepted in the
United States of America, the objective of which is the expression of an opinion regarding the financial statements
taken as a whole. Accordingly, I do not express such an opinion.

Based on my review, [ am not aware of any material modifications that should be made to the accompanying financial
statements in order for them to be in conformity with accounting principles generally accepted in the United States of
America.

The supplementary information about future major repairs and replacements on page 9 is not a required part of the
basic financial statements but is supplementary information required by the American Institute of Certified Public
Accountants. | have compiled the supplementary information from information that is the representation of
management and the board of directors of the Association, without audit or review. Accordingly, I do not express an
opinion or any other form of assurance on the supplementary information.

O

June 7, 2010 Michael J. Ferrara, C.P.A.

Member: American Institute of Certified Public Accountants



Terrace Village Maintenance Corporation
Balance Sheet
December 31, 2009

Operating Replacement

Assets Fund Fund Total
Cash $ 18,672 $ 100 18,772
Investment in CD 70,360 70,360
Assessments Receivable 1,344 1,344
Prepaid Insurance 2,775 2,775
Prepaid Income Taxes 257 257
Due From Operating Fund 18,183 *
Total Assets $ 23,048 $ 88,643 93,508
Liabilities
Accounts Payable $ 3,403 $ 3,403
Prepaid Assessments 1,462 1,462
Due To Replacement Fund 18,183 *

Total Liabilities 23,048 0 4,865
Fund Balance 0 88,643 88,643
Total Liabilities & Fund Balance $ 23,048 3 88,643 93,508

* Note: Interfund Accounts Eliminated From Totals

See Accompanying Notes and Independent Accountant's Report
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Income:

Regular Assessments
Special Assessment
Interest

Other Income

Total Income

Expenses:
Administrative-

Insurance
Legal
Management Contract
Other Administrative
Review & Tax Preparation
Taxes

Total Administrative

(m Maintenance-
Elevator
Fire Inspection
Janitorial
Landscaping
Pest Control
Plumbing
Pool
Repairs & Maintenance

Total Maintenance
Utilities-
Gas & Electricity
Refuse Removal
Water & Sewer
Total Utilities

Total Expenses

Excess Income / (Expenses)

Terrace Village Maintenance Corporation
Statement of Income and Expenses
For the Year Ended December 31, 2009

Operating Replacement
Fund Fund Total
3 71,564 $ 9,450 $ 81,014
5,000 5,000
1,184 1,184
2,141 2,141
73,705 15,634 89,339
6,027 6,027
1,108 1,108
7,200 7,200
1,759 1,759
980 980
255 255
17,329 0 17,329
1,717 1,717
2,320 2,320
4,740 4,740
1,880 1,880
480 480
6,391 6,391
1,440 1,440
18,461 18,461
37,429 0 37,429
9,513 9,513
3,744 3,744
13,091 13,091
26,348 0 26,348
81,108 0 81,106
$ (7401)  $ 15,634 $ 8,233

See Accompanying Notes and Independent Accountant's Report
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Terrace Village Maintenance Corporation
Statement of Changes in Fund Balances
For the Year Ended December 31, 2009

Operating Replacement
Fund Fund Total
Fund Balance - Beginning of Year $ 0 $ 80,410 $ 80,410
Excess Income / (Expenses) (7,401) 16,634 8,233
Fund Transfers 7,401 (7,401) 0
Fund Balance - End of Year $ 0 $ 88,643 $ 88,643

See Accompanying Notes and Independent Accountant's Report
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Terrace Village Maintenance Corporation
Statement of Cash Flows
For the Year Ended December 31, 2009

Cash Flows - Operating Activities:
Assessments $
Interest Received
Other Income
Administrative Disbursements
Maintenance Disbursements
Utility Disbursements
Income Taxes Paid
Fund Transfers

* Net Inc/(Dec) in Cash
From Operating Activities

Cash Flows - Investing Activities:
Purchase & Reinvestment in CD

Net Decrease in Cash
From Investing Activities

Total Net Inc/(Dec) in Cash

Total Cash - Beginning of Year

Total Cash - End of Year 3

Reconciliation of Excess income/(Expenses)
to Net Inc/(Dec) in Cash from Operating Activities:

Excess Income / (Expenses) $

Adjustments to Reconcile Excess
Income/(Expenses) to Net Inc/(Dec)
in Cash from Operating Activities-

Change in Interfund Balances

Fund Transfers

Increase in Assessments Receivable

Decrease in Prepaid Expenses

Increase in Prepaid Income Taxes

Decrease in Accounts Payable

Decrease in Prepaid Assessments

Decrease in Income Taxes Payable

* Net Inc/(Dec) in Cash
From Operating Activities 3

Operating Replacement
Fund Fund Total

71,316 $ 14,450 85,766
1,184 1,184

2,177 2177
{18,061) (18,061)
(38,190) (38,190)
(26,375) (26,375)
(709) (709)
(5.550) 5,550 0
(15,392) 21,184 5,792
(70,360) (70,360)
0 (70,360) (70,360)
(15,392) (49,176) (64,568)
34,064 49,276 83,340
18,672 $ 100 18,772
(7.401) $ 15,634 8,233
(12,951) 12,951 0
7,401 (7,401) 0
(208) (208)
1,023 1,023
(245) (245)
(2,762) (2,762)
(40) (40)
(209) (209)
(15392) § 21,184 5,792

See Accompanying Notes and Independent Accountant's Report
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Terrace Village Maintenance Corporation
(A Nonprofit Corporation)

Notes to Financial Statements
December 31, 2009

Note 1. Summary of Significant Accounting Policies

Terrace Village Maintenance Corporation is a statutory condominium type common interest realty association and
was organized in California on March 3, 2003, as a nonprofit mutual benefit corporation. The purpose of the
Association is primarily to maintain, preserve and control the common areas of the Association. The Association
has 30 residential units located in San Diego, California.

The Association’s financial statements are presented on the accrual basis of accounting. The accrual basis records
assessments as income when due rather than when received and expenses when incurred rather than when paid.

The Association uses fund accounting, which requires that funds, such as operating funds and funds designated
for future major repairs and replacements, be classified separately for accounting and reporting purposes.
Disbursements from the operating fund are generally for on-going repairs and maintenance. Disbursements from
the replacement fund generally may be made only for designated purposes.

Real property and replacements & improvements to common area real property are not capitalized nor depreciated
because the common areas are considered owned by the unit owners and not the Association.

Per the provisions of Financial Accounting Standards Board of the American Institute of Certified Public
Accountants, regarding “Statement of Cash Flows”, cash equivalents consist primarily of certificates of deposits
(CDs) and other securities with original maturities of 90 days or less. Certificates of deposit and other securities
with original maturities over ninety days are considered investments. The Association's method of accounting is
to consider all cash, cash equivalents and money market funds together as cash funds.

Certificates of deposits and other investments with original maturities over ninety days are considered “held to
maturity” investments. Held to maturity investments are carried at cost.

It is the policy of the Association to transfer excess operating income/(expenses) to the replacement fund. It is
also the Board’s policy is to allocate to the replacement fund interest earned on replacement fund cash and
investment accounts. Taxes on all interest and other nonexempt income are paid from the operating fund.

The preparation of financial statements in accordance with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and the disclosures.
Accordingly, actual results could differ from those estimates.



Terrace Village Maintenance Corporation
(A Nonprofit Corporation)

Notes to Financial Statements
December 31, 2009

Note 2. Cash & Investments
The Association’s cash and investment balances at December 3 1, 2009 are as follows;

Depository Acct. Type Balance

A. Operating Fund Cash-
California Bank & Trust Checking $ 18,672

B. Replacement Fund Cash-
San Diego National Bank Checking $ 100

C. Replacement Fund Investments-
San Diego National Bank CD $ 70,360

Note 3. Income Tax Status

The Association is taxed as a homeowners association under Internal Revenue Service Code Section 528. Under
this section, the Association is generally taxed only on nonexempt income, such as interest earnings. Tax
expenses for the year ended December 31, 2009 are $193 Federal and $62 State. At the year-end, $57 Federal
taxes and $200 California taxes are prepaid.

Note 4. Assessments

The annual budget and owners’ assessments are determined by the Board of Directors and under certain
conditions, may be approved by the owners. The Association retains excess funds, if any, for expenses in future
years. Regular assessments to owners ranged from $205.03 per unit per month to $228.38 per unit per month
from January through May 2009 and ranged from $225.53 per unit per month to $251.18 from June through
December 2009, depending on the size of the unit. From these amounts, a total of $9,450 was designated to the
replacement fund.

The Association passed a special assessment of $166.66 per unit for a total of $5,000 during the prior year ended
December 31, 2008 to increase reserves. The full amount of the special assessment was payable and recorded
during the year ended December 31, 2009.




Terrace Village Maintenance Corporation
(A Nonprofit Corporation)

Notes to Financial Statements
December 31, 2009

Note 5. Assessments Receivable

The Association’s policy is to place liens on the properties of owners whose assessments are in arrears, and retain
legal counsel, if necessary, to collect delinquent assessments. As of December 31, 2009, there are $1,344 of
assessments and charges receivable, and $1,462 of assessments paid in advance.

Note 6. Replacement Fund

The Association has established a policy of assessing members monthly and accumulating funds for major repairs
and replacements based on current estimated replacement costs. Accumulated funds are held in separate savings
accounts and generally are not available for expenditures for normal operations.

The Board of Directors commissioned an updated study, to determine the adequacy of the Association’s funding
program as of December 31, 2009. The estimates were originally obtained from specialists who inspected the
property for the prior study. The table included in the supplementary information on page 9 regarding major
repairs and replacements is based on the updated study.

Funds are being accumulated in the replacement fund, when available, based on budgets and 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 or may not be adequate to meet all future needs for major repairs and replacements. If
additional funds are needed, the Association has the right to increase regular assessments, pass special
assessments, or delay major repairs and replacements until funds are available.

Note 7. Commitments
The Association enters into contracts for management and/or maintenance services in the normal course of its
business operations. These contracts are generally cancelable on thirty to ninety days’ notice.




SUPPLEMENTAL

(Not Audited, Not Reviewed)




Terrace Village Maintenance Corporation

Supplementary Information on Future
Repairs and Replacements

December 31, 2009

(Not Audited, Not Reviewed)

The Board of Directors commissioned an updated study, to determine the adequacy of the Association’s funding
program as of December 31, 2009. The estimates were originally obtained from specialists who inspected the
property for the prior study.

The following table is based on the study and presents significant information about the components of common
property.

Actual
Estimated Current Replacement
Estimated Current Annual Fund
Remaining Replacement Reserve Balance at
Components Lives/Years Costs Requirement 12/31/09
Fences/Rails/Gates 2-19 $ 53,440 $ 4,057 $ -
Painting 4- 6 36,490 3,183 -
Roofing 10 45,880 2,868 -
Swimming Pool 3.12 15,870 1,289 -
Entry Gate Systems 3-15 14,600 1,109 -
Plumbing 4-10 6,160 546 -
Electrical & Lighting 4-12 1,360 447 -
Elevator 4-12 61,070 1,941 -
Landscaping 6 1,040 87 -
Recreation/Common Area 2- 6 31,410 2,747 -
Not Allocated - - - 88,643

$ 273320 $ 18274 § 88,643

The updated reserve study was prepared with the “straight line in years” method of funding assumption. It
assumed an inflation rate of 3% for future replacement costs of component items.

According to the updated study, the ideal replacement fund balance as of December 31, 2009 is $135,906 and the

actual replacement fund balance is $88,643. The Association’s budgeted allocation to the replacement fund for
2010 is $12,303.

See Independent Accountant’s Report



