Accounting, Reporting & Loan Servicing
Overview: In investments where Mountain Funding has been a junior participant, we have had
first-hand experience of the financial pain resulting from faulty reporting by third-party asset
managers hired by the senior participants. These painful experiences, however, have had a
silver-lining: when we serve as the asset manager, either for our own account or for institutional
third parties, we fully understand the importance of timely and accurate top-side reporting to the
investors. We are a lender; we are an investor; we are an owner; we are a developer; we are a
problem-solver – we know what you want and need to see, and we conform our asset
management reporting to (a) identify potential difficulties before they arise, and (b) give the
investors the necessary data to understand the complete picture and make smart investment
decisions when required.
Why is reporting so important? It allows us and the investors to identify potential risks early, thus
enabling us to focus our efforts on where we can achieve the greatest impact for positive results.
It helps us to identify viable solutions to issues that arise. And it enables us to identify and
execute on appropriate exit strategies to maximize returns on investments and cash flows. We
offer tailored reporting to meet the needs of the particular investor group. As developers
ourselves, we believe in goal-setting and then diligent and regular testing of those goals, all of
which is part of our reporting. Project level benchmarks are established for the underlying project
managers, and their project accounting and reporting is then customized to highlight actual
results against such benchmarks. Our reporting to the investors is the summary of our analysis
and challenging of those underlying project reports, presented to our investors in a concise and
useful format with explanations and substance, not just a regurgitation of the project manager’s
numbers.
The investor reporting presented by many asset managers is merely a superficial summary of
billings and collections. At Mountain Funding, we strive to minimize the quantity and maximize
the quality of our reporting by focusing on bottom line summary results, analysis and
recommendations. We know what the investor needs and wants, because we are investors
ourselves. We have been investors/operators/developers of most types of real estate, including
land acquisition and development; single-family and condominium construction and sale; and
apartment and commercial management and leasing.
Using as just one example, single-family and condominium sale projects - we closely track the
sales performance of the project at the individual unit level, customized for each loan/project.
This unit information is automatically updated in our system upon receipt of the sale proceeds, as
it is integrated with our cash receipts posting process. The unit information is utilized to
accommodate tracking of property taxes at the unit level, tracking historical sales information
against budget and against benchmarks, tracking remaining inventory of unsold units, and
provides reports at both the summary level and the detailed level.

An example of a Unit Summary Report is shown below:

By providing reporting of sales at the unit level, we can provide you with valuable statistics of
average sale prices, average time between the closing date and the date the title company
released your funds, average commissions on sales and average closing costs. The system also
tracks release prices of the Senior Lender to enable a smooth, transparent process of senior
lender payments, and ensure the proper amount of sale proceeds are being remitted in
connection with the sale.
An example of the Unit Detail Listing of Sales Information is shown
below:

Our reporting includes various analysis reports at a summary level, including comparing actual
absorption and average sales revenues to budget for any given time periods. Below is an
example of a Unit Sales Summary Budget vs. Actual report.

We can also track the property level income on a unit basis, and tie in daily details of deposits to
bank deposits for complete transparency of income-producing properties. An example of our
Rental Income Cash Receipts report is shown below:

Our unit tracking system also produces reports to identify leased units without receipts, so proper
follow-up can occur to collect any delinquent rental amounts due. An example of this report is
shown below:

The examples above relate to the sale of homes and condos. Stepping forward, we can also be
involved in the community HOA if requested or required. We have personnel that will serve on
the HOA board if desired, and have models that will automatically calculate unit level dues based
on the requirements set forth in the legal documents. We have the ability to track delinquent
HOA dues, and follow up with the attorneys to ensure demand letters are sent out, liens are filed,
and foreclosure process is done in accordance with established timelines and state laws. An
example of the HOA delinquency tracking report is shown below.

In relation to general reporting of rental operations, whether for apartments or commercial, we
have automated project level budget vs. actual reporting capabilities which are individually
tailored to each specific project. This enables us to monitor costs closely and cut costs where
necessary. Project level goals are established and monitored to maximize cash flows and focus
on exit strategies. The “Budget vs. Actual Report” compares information for the current month
and the year to date period and variances are then explained. Other reports compare current
year linked months for a monthly analysis of current year results, and we also have reports
reflecting current year actual vs. prior year actual, for the current month, current quarter, or
current year to date period. An example of one of our “Budget vs. Actual Reports” is shown
below:

The reports can be more detailed for a particular project, as per above, or they can be in a more
summary format with multiple projects relating to one borrower shown, as per the example shown
below:

With for-sale projects, we have a paperless environment for filing and retrieval of all sales HUD
statements. All HUD’s relating to unit sales are scanned in pdf format (if not already received from
the title company in pdf format) and saved on the shared drive. The folder is organized by deal,
with a separate folder for each deal. Each HUD is saved referencing the Unit Number/Lot
Number, so HUD statements are easily accessible for any unit for any deal. Our electronic
document library allows easy reference and retrieval for all critical documents. We know the
importance of being able to quickly reference document materials and agreements. Our
electronic deal information folder on the shared drive provides an efficient, paperless
environment.
In addition to reporting on project-level results, we offer a customized investor reporting system
which summarizes all activity each month for cash receipts and disbursements for each project.
Project-specific cash escrow accounts are reconciled to bank statements each month, with a
complete detail of transaction activity provided. An example of the Investor Loan and Escrow
Roll-forward report is shown below:

Our system also generates automated monthly or annual recap reports showing summary
monthly or yearly cash flows for the project level or for the investor level to easily calculate
investor or project IRR’s and profits. An example of this report is shown below:

We also can produce numerous detailed transaction report and daily tracking of investor
balances. We can also handle any 1099 reporting that may be required if the underlying project
manager is not equipped.
The reports shown above are just some examples of what we produce for our investors, all of
which is designed by in-house programming. We don’t believe in “canned” reporting to our
investors, as we would not be satisfied with it ourselves, as an investor. Our reporting to our
investors is flexible and constantly changing to match the dynamic nature of the industry.

