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Gary Hacker, CPA

t E. R , Jr., CPA
«lbert E. Remane, T INDEPENDENT AUDITORS’ REPORT

Board of Directors and Members of
Hillerest East No. 25, Inc.
Hollywood, Florida

Dear Board of Directors and Members:

We have audited the accompanying financial statements of Hillcrest East No. 25, Inc., which comprise the balance
sheet as of December 31, 20] 6, and the related statements of revenues, expenses, and changes in fund balance and
cash flows for the year then ended, and the related notes to the financial statements.,

Management’s Responsibility for the F. inancial Statements
g yY fy

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of the financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risk of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit

opinion,
s
Reply to:
3300 North 29th Avenue * Suite 102 954.922.2207 * 305.944.0460 16648 Randolph Siding Road
Hollywood, Florida 33020 561.909.0190 * Fax: 954.922.3385 Jupiter, FL. 33478

Member Florida Institute of Certified Public Accountants



INDEPENDENT AUDITOR’S REPORT ( continued)

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Hillerest East No. 25, Inc., as of December 31, 2016 and the results of its operations and its cash flows for the
year then ended in conformity with accounting principles generally accepted in the United States of America,

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The sub-
schedule - expenses on page 11 is presented for purposes of additional analysis and is not a required part of the
financial statements. Such information is the responsibility of the Association’s management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.

Disclaimer of Opinion on Required Supplementary Information

Accounting principles generally accepted in the United States of America require that supplementary
information on future major repairs and replacements on page 12 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the Financial
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowled ge we obtained during our audit of the basic financial
statements.  We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opirion or provide any assurance.

HACKER & ROMANO

/ . M

/ /41,{1 4 A
Hollywood, Florida

May 18, 2017



HILLCREST EAST NO. 25, INC.
BALANCE SHEET
December 31, 2016

ASSETS

Cash and Cash Equivalents
Maintenance Fees Receivable (Less:

allowance for doubtful accounts - $50,000)

Loan Cost (Less: Accumulated
amortization of - $8,913)

Prepaid Expenses

Prepaid Insurance

TOTAL ASSETS
LIABILITIES
Accounts Payable & Accrued Expenses
Prepaid Maintenance Fees
Deferred Cable Income

Bank Loan

TOTAL LIABILITIES

FUND BALANCES

Fund Balance

TOTAL LIABILITIES
AND FUND BALANCE

OPERATING
FUND

383,253
22,846

8,913

8,536
49,419

REPLACEMENT

TOTAL

383,253
22,846
8,913

8,536
49.419

472,967

472,967

81,220
1,467
3.290

426,837

81,220
1,467
3,290

426,837

512,814

(39,847)

512,814

(39,847)

472,967

472,967

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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HILLCREST EAST NO. 25, INC.

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND BALANCES

REVENUES

Maintenance Fees
Developer Payment
Appliance Contract Income
Laundry Income

Late Fees & Other Income
Insurance Claim Proceeds
Interest Income

TOTAL REVENUES

EXPENSES
Administrative

Appliance Contract Expense
Insurance

Maintenance & Supplies
Payroll

Professional Fees

Services

Utilities

TOTAL EXPENSES

Year Ended December 31,2016

OPERATING REPLACEMENT

EXCESS REVENUES/(EXPENSES)

FUND BALANCE 12/31/15

FUND BALANCE 12/31/16

FUND FUND TOTAL

$ 1,272,888 $ $ 1,272,888
252,990 252,990

35,370 35,370

37,510 37,510

16,349 16,349

13,153 13,153

213 213

$ 1,628,473 $ $ 1,628,473
$ 40,547 $ $ 40,547
35,370 35,370

204,785 204,785

104,768 104,768

122,648 122,648

70,347 70,347

379,424 379,424

271,239 271,239

$ 1,229,128 $ $ 1,229,128
399,345 399,345
(439,192) (439,192)
$ (39.847)  § $ (39,847)

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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HILLCREST EAST NO. 25, INC,
STATEMENT OF CASH FLOWS

Year Ended December 31, 2016

CASH FLOWS FROM OPERATING
ACTIVITIES:;
Sources of Cash
Maintenance Fees
Developer Payment
Appliance Contract Income
Laundry Income
Late Fees & Other Income
Insurance Claim Proceeds
Interest Income

Total Sources of Cash

Uses of Cash
Expenses Paid

Net Cash Provided By Operating Activities

CASH FLOWS FROM FINANCING
ACTIVITIES:

Principal Repayments - Loan
Net Cash Used In Financing Activities
Total Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at December 3 1,2015

Cash and Cash Equivalents at December 3 1, 2016

SUPPLEMENTAL DISCLOSURES

Income Taxes Paid
Interest Expense

OPERATING  REPLACEMENT
FUND FUND TOTAL
1,252,181  § - 1,252,181
252,990 . 252,990
35,370 ; 35,370
37,510 : 37,510
13,059 - 13,059
13,153 . 13,153
213 - 213
1,604,476 $ - 1,604,476
1,255,428 _ 1,255,428
349,048 $ . 349,048
(92,821) . (92,821)
(92,821) $ - (92,821)
256,227  $ - 256,227
127,026 - 127,026
383,253 $ - 383,253
-8 " N
23,124 § - 23,124

See Accountants Audit Report and Accompanying Notes to the Financial Statements



HILLCREST EAST NO. 25, INC.
STATEMENT OF CASH FLOWS

Year Ended December 31, 2016

CASH FLOWS FROM OPERATING
ACTIVITIES:
Excess Revenues/(Expenses)

Reconciliation of Excess Revenues/(Expenses)
To Cash From Net Operating Activities:

Bad Debt Expense
Amortization Expense

(Increase) Decrease In Assets:
Maintenance Fees Receivable
Prepaid Expenses
Prepaid Insurance

Increase (Decrease) Increase In Liabilities:
Accounts Payable
Prepaid Maintenance
Deferred Cable Income
Playdium Lease Buyout
Net Cash Provided By Operating Activities

CASH FLOWS FROM FINANCING
ACTIVITIES:

Principal Repayments - Loan
Net Cash Used In Financing Activities
Total Increase in Cash and Cash Equivalents
Cash and Cash Equivalents at December 31, 2015

Cash and Cash Equivalents at December 31, 2016

SUPPLEMENTAL DISCLOSURES
Income Taxes Paid
Interest Expense

See Accountants Audit Report and Accompanying Notes to the Financial Statements

OPERATING REPLACEMENT
FUND FUND TOTAL

$ 399,345 $ $ 399345
2,000 2,000

2,228 2,228
(19,344) (19,344)

1,196 1,196

24,656 24,656

43,620 43,620
(1,363) (1,363)
(3,290) (3,290)
(100,000) (100,000)

$ 349,048 $ $ 349,048
(92,821) (92,821)
$ (92,821) $ $ (92,821)
$ 256,227 $ $ 256,227
127,026 127,026

$ 383253 § $ 383,253
$ - $ $ -
$ 23,124 $ $ 23,124
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HILLCREST EAST NO. 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE A - NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

This summary of significant accounting policies of Hillcrest East No. 25, Inc. is presented to assist in the
understanding of the financial statements. The financial statements and notes are the representations of
management, who is responsible for their integrity and objectivity. These accounting policies conform to
generally accepted accounting principles and have been applied on a consistent basis.

I Organization — Hillcrest East No. 25, Inc. is a statutory condominium association incorporated as a non-
for-profit corporation in the State of Florida on June 3, 1975. The Association is responsible for the operation
and maintenance of the common properties of Hillerest East No. 25, Inc. which consists of 235 residential units
located in Hollywood, Florida.

2 Date of Management’s Review — In preparing the financial statements, the Association has evaluated
events and transactions for potential recognition or disclosure through May 18, 2017, the date that the financial
statements were available to be issued.

3. Fund Accounting - The Association uses fund accounting, which requires that funds, such as the operating
fund and the fund designated for future major repairs and replacements, be classified separately for accounting and
reporting purposes. Disbursements from the operating fund are generally at the discretion of the Board of Directors
Disbursements from the replacement fund generally may be made only for designated purposes.

4. Use of Estimates in the Preparation of Financial Statements - 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 assets 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.

5. Maintenance Assessments - Association members are subject to monthly assessments to provide funds for
the Association's operating expenses, futurc capital acquisitions, and major repairs and replacements. Maintenance
fees receivable at the balance sheet date represent fees due from unit owners. The Association's policy is to retain
legal counsel and place liens on the properties of homeowners whose assessments are delinquent. Any excess
assessments at year end are retained by the Association for use in future operating periods. Monthly unit owner
assessments ranged from $339-$787 a month with no amount designated to the Replacement Fund.

6. Income Taxes - The Association may be taxed either as a homeowners' association or as a regular
corporation. This election is made annually taking into account the best interest of the Association. For the year
ended December 31, 2015, the Association elected to file as a homeowners’ association in accordance with Internal
Revenue Service Code section 528. Under that section, the Association excludes from taxation exempt function
income, which generally consists of revenue from assessments to owners. The Association’s investment income
and other nonexempt income are subject to tax at a rate of 30%, net of any applicable expenses. Income tax expense
for the year ended 2016 was -0-.

Under federal and state income tax laws, an entity’s income tax returns are subject to examination by the applicable
taxing authorities. The time period during which a return may be selected by a taxing authority for examination
generally ends at the later of three years after the initial due date of the return or three years after the return is filed.
At December 31, 2016, the Association’s tax years that remain subject to examination are 2013-2015.

7.



HILLCREST EAST NO. 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE A - NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

7 Interest Income — The Board of Directors' policy is to allocate to the operating and replacement funds all
interest earned on their respective cash accounts.

8. Recognition of assets and depreciation policy — Real and personal property acquired by the original
homeowners from the developer are not recognized on the Association’s financial statements because it is
commonly owned by individual owners and its disposition by the Association’s Board of Directors is restricted.
Replacements and improvements to common property are not recognized as assets because their disposition is
restricted. The association will capitalize, at cost, personal property which it acquires with Association funds.

9. Concentration of Credit Risk - Financial instruments which potentially subject the Association to
concentrations of credit risks are primarily cash and assessments receivable. Accounts at each financial institution
are secured by the Federal Deposit Insurance Corporation up to $250,000. As of December 3 1, 2016, the
Association had approximately $132,000 of uninsured funds.. The Association has established an allowance for the
possibility of uncollectible Maintenance Fee assessments in the amount of $50,000.

10. Cash and Cash Equivalents — For presentation purposes the Association consolidates checking and money
marlet accounts.

I1. Fair Value Measurement — The Association has determined that there was no material difference between
the carrying value and fair value of its financial assets and liabilities at December 31, 2016 because of their short
term maturities; therefore, no adjustment for the effect if FASB ASC 820 was made to the Association’s financial
statements at December 31, 2016.

NOTE B — FUTURE MAJOR REPAIRS AND REPLACEMENTS

Florida Statutes and the Association governing documents require the Association to accumulate funds for
future major repairs and replacements. At a minimum, each condominium’s budget must have line items for
reserves for capital expenditures and deferred maintenance for any item for which the replacement cost is
greater than $10,000. The condominium policies for funding or waiving replacement assessments include voling
at an annual meeting at which a quorum is present. The Association voted to not include funding for future
needs for major repairs to their individual units through systematic assessments for 2016.

GAB Robins conducted a reserve study in October 2015, and issued a report in April 2016, to estimate the-
remaining useful lives and the replacement costs of common property. The estimates were based on future
estimated replacement costs. Fundin g requirements do not consider an annual inflation factor but include a rate
of return of investments of .70%. The table included in the unaudited supplementary information on Future
Major Repairs and Replacements is based on this study. As of December 31, 2016 there are no monies in the
Replacement Fund. When funds are needed, the Association may increase regular assessments, pass a special
assessment or delay the repair or replacement pending availability of funds.



HILLCREST EAST NO. 25, INC,
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE C - BANK LOAN PAYABLE

In December 2009, The Association and a lender modified and restated the then current loan documents,
increasing the existing Loan in place to an aggregate of $721,100. The monthly principal and interest payments
were $10,972. The interest rate on the modified loan was 7.25%,

Then in January 2013, the same lender agreed to pay off the remaining principal balance owed on the initial loan
($455,168) and re-issue a new loan in the principal amount of $770,000. The new loan payment terms require
96 monthly principal and interest payments of $9,656. The interest rate on the loan is 4.75%. The loan matures
on January 1, 2021,

Principal maturities of the Bank Loan Payable are a follows;

Year Ending

December 31
2017 97,754
2018 102,499
2019 107,475
2020 119,109

Total interest expense for the year ended December 31, 2016 was $23,124.

NOTE D - CABLE TELEVISON BULK SERVICE AGREEMENT

In January 2013, the Association entered into a five (5) year with Comeast of South Florida II, Inc. to have cable
television service provided in bulk to the members of the Association. Comcast paid the association an
incentive fee of $16,450 as part of the agreement to be earned by the association over the term of the contract.
Upon expiration of the initial term, this agreement shall be renewed automatically for two years unless either
party elects not to renew the term by delivering written notice thereof to the other party at least sixty (60) days
prior to the expiration of the initial term or any renewal term. The Association has also executed a new renewal
agreement in 2017 with Comcast.

NOTE E —- UNCERTAINY IN INCOME TAXES

The objectives of accounting for income taxes are (o recognize the amount of taxes payable or refundable for the
current year and deferred tax liabilities and assets for the future tax consequences of events that have been
recognized in an entity’s financial statements or tax returmns. The Association evaluates its uncertain tax
positions using the provisions of ASC 450, Accounting for Contingencies. Accordingly, a loss contingency is
recognized when it is probable that a liability has been incurred as of the date of the financial statements and the
amount of the loss can be reasonably estimated. The amount recognized is subject to estimate and management
Judgment with respect to the likely outcome of each uncertain tax position. The amount that is ultimately
sustained for an individual uncertain tax position, or for all uncertain tax positions in the aggregate, could differ
from the amount recognized. For the year ended December 31, 2016 there were no transactions that would
cause an uncertainty in the accounting for an income tax liability or refund.



HILLCEST EAST NO. 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2016

NOTE F- RECREATIONAL FACILITIES LEASE/MAINTENACE AND APPLIANCE CONTRACT

The Association did not acquire real property or common areas from the developer. Accordingly, these financial
statements do not reflect such property. Instead, in 1975 the Association entered into a long-term recreational
facilities lease. Monthly payments on the lease were $7.023, and the lease was due to expire in December 2068,

However, in October of 2012, the Association negotiated a settlement of this lease with the Hollywood Beach
Hotel Development Co., Inc. (HBHDC), which is responsible for the management and operation of Playdium
Property. Under the terms of this settlement, the Association would pay HBHDC the total sum of $730,000.
This amount was comprised of a lump sum of $330,000 due on January 7, 2013 and $100,000 per year for the
next four years. At December 31, 2016 the final amount was paid off and the balance owed was $0.

The Association also collected, as part of the regular monthly maintenance, a total of $35,370 for appliance
contracts, and directly remitted the funds to the subcontractor.

NOTE G- DEVELOPER PAYMENT

[n 2015 the Association received an accelerated payment of $51,109 from the Developer who desires to
redevelop the property if approved by the City of Hollywood, Florida. The deposit is an estimated payment
amount of a pro rata share payment to Hillcrest East No. 25, Inc. as part of the overall Hillcrest PUD. The
Association received a final additional payment of $252,990 in 2016 when the redevelopment was approved.,

NOTE H- SUBSEQUENT EVENTS

In 2017, the Board of Directors approved a si gnificant contract for plumbing repairs/maintenance of the
building. The contract was for $515,000 and includes re-pipe of 16 risers (including the pool supply) located in
the air conditioning & water heater closets of each unit.

In March of 2017, the Association was approved for a line of credit in the amount up to $325,000. The
Association will pay interest only for the first six (6) months. Then, in October of 2017, the loan will term out
over 53 months based on the amount drawn down on the line of credit during the draw down period. The interest
rate on both the line of credit and loan will be 5.5%.

2T0=



SUPPLEMENTAL INFORMATION



Administration
Administrative Expenses
Bad Debt Expense
Interest Expense - Loan
Loan Amortization Expense
Licenses & Fees
Office Supplies

Total Administration

Maintenance & Supplies
Maintenance Supplies
Repairs & Maintenance

Total Maintenance & Supplies

Pavroll & Payroll Taxes

Maintenance
Office
Payroll Taxes
Total Payroll & Payroll Taxes

Professional Fees
Legal/Accounting/Miscellaneous

Total Professional Fees

Air Conditioning Water Treatment
Cable TV
Cleaning Service Contract
Concierge Services
Elevator Maintenance
Fire Alarm Maintenance
Generator Maintenance
Lawn & Grounds Care
Spa & Pool Maintenance
Trash Collection

Total Services

Utilities

Electricity

Gas

Telephone

Water and Sewer
Total Utilities

See Accountants Audit Report and Accompanying Notes to the Fin

HILLCREST EAST NO. 25, INC.
SUB SCHEDULE- EXPENSES
Year Ended December 31, 2016

OPERATING  REPLACEMENT
FUND TOTAL

$ 4,267 = $ 4,267
2,000 - 2,000
23,124 ’ 23,124
2,228 - 2,228
1,538 " 1,538
7,390 4 7.390
S 40,547 ; $ 40,547
$ 35,591 . $ 35,591
69,177 - 69,177
$ 104,768 - $ 104,768
$ 94,289 - $ 94,289
19,287 s 19,287
9,072 - 9,072
$ 122,648 : $ 122,648
$ 70,347 - $ 70,347
3 70,347 - $ 70,347
$ 2,489 " $ 2,489
93,781 ’ 93,781

58,541 . 58,541
161,947 - 161,947
27,013 . 27,013
3,065 ; 3,065

1,341 : 1,341
16,995 : 16,995
5,725 . 5,725
§.507 ’ 8,527
h 379,424 . 4 379,424
$ 94,611 - $ 94,611
281 5 281

3,501 - 3,501
172,846 ’ 172,846
$ 271,239 - $ 271,239

-11-
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HILLCREST EAST NO. 25, INC.
SUPPLEMENTAL SCHEDULE
SUPPLEMENTARY INFORMATION ON FUTURE MAJOR REPAIRS AND REPLACEMENTS

December 31, 2016

(Unaudited)

The Association engaged a reserve specialist who conducted a study in October 2015, and issued their report in
April 2016 to estimate the remaining useful lives and the replacement costs of the common property components.
Replacement costs were based on the estimated costs to repair or replace the common property components at the
date of the study. Estimated current replacement costs have not been revised since that date and do not taks into
account the effect of inflation between the date of the study and the date the components will require repair or
replacement.

The amount of assessments that would be necessary to bring the reserves up to a level sufficient to prevent the
need for a special assessment is $862,622 based on the reserve study analysis. (see note H also for Plumbing
contract not included below in the amount of $515,000 that will be funded from prior surpluses and
borrowings).

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

Estimated 2017

Remaining Estimated 12/31/16 Required

Component Life (yrs) Costs Balance Funding
Common Area Interiors 3-28 $ 473,600 $ - $ 135,660
Mechanical/Electrical 3-20 1,218,569 = 249,430
Painting/Waterproofing l 303,150 - 303,150
Pavement 1-7 172,079 - 53,528
Pool & Spa 6-22 66,910 - 12,692
Railings 29 147,660 - 5,002
Roofs 7 589,100 - 84,157
Security 3 34,240 - 11,413
Site Improvements 8 60,000 - 7,500
Totals $ 3.065,308 % - $ 862,622

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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