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INDEPENDENT AUDITORS’ REPORT

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

Dear Board of Directors and Members:

Opinion

We have audited the accompanying financial statements of Hillcrest: East No. 25
December 31, 2021, and the related statements of revenues, expenses; at
then ended, and the related notes to the financial statements. '

, Inc., which comprise the balance sheet as of
'i;'l-fund balance and cash flows for the year

In our opinion, the financial statements referred to above présent fﬂlr
East No. 25, Inc., as of December 31,2021, and the results ofiits opei
with accounting principles generally accepted in the Um(é&$tates

Basis for Opinion

We conducted our audit in accordance with auditing standards' generally accepted in the United States of America. Our
responsibilities under those standards are. further:described in the ‘Auditor’s Responsibilities for the Audit of the Financial
statements section of our report. We are reqgirired to be independs lcrest East No. 25, Inc. and to meet our other cthical
responsibilities in accordance with the' ethical fequirements relatin audit. We believe that the audit evidence we have

obtained is sufficient and appropriate | to prowde a basis for our audit op:hlon

Responsibilities af Managgmenr for the F i _Sfmemems

Management is responslb]e for the preparation and fair: prcsemat ion of the financial statements in accordance with accounting

principles generally accepted in the United. Statms of Amc«ﬁca and for the design, implementation, and maintenance of internal
control relevatit.to the preparation afid-fair presentauon of the financial statements that are free from material misstatement,

whether due to fraud or error.

In p armg the financial statements, managf ! ﬁnl is required to evaluate whether there are conditions or events, considered in
the aggregate, that raise substantial doubt about Hillcrest East No. 25, Inc.’s ability to continue as a going concern within one year
after the date that the financial statements are available to be issued,

Auditor’s Respan&fbﬂ!ﬂéi__ or the Audit of the Financial Statements

Our objectives are to obt.am reasonable*assurance to obtain reasonable assurance about whether the financial statements as a whole
are free from material mtsstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards will always detect a material misstatement when it exists.




INDEPENDENT AUDITOR'S REPORT (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they influence the judgement made by
a reasonable user based on the financial statements,

Exercise professional judgement and maintain professmnnj s;(cpti
* Identify and assess the risks of material misstatement of"tﬁb financi 5
design and perform audit procedures responsive to those tisks. Such procedures mclude examining, on a test basns,
ewdence regarding the amoums and disclosures in the nancua! stat

appropriate in the circumstances, but not for the purpose {_ckpl:esslng an opinion bn-ﬂre eﬁ’éctweness of Hillcrest
East No. 25, Inc’s. internal control. Accordingly, no such opinion is cxpressed

*  Evaluate the appropriateness of accounting policies used and the reasotj
by management, as well as evaluate the overall presentation of the fin ial'staﬁiments

»  Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, that raise substantial
doubt about Hillcrest East No. 25, Inc."s ability t ntinue 3 gomg concern, fo' reasonable period of time.

egardmg. among other matters, the planned scope and
timing of the audit, significant audit ﬁndmgs and cerlam mlernal oontrol relat;ed matters that we identified during the audit.

Report on Supplementary Information

Qur audit was conducted for the purpose of. fahning’ 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 manageitient 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 mformauon durectly to ] underlymg accountmg and other records used to prepare the financial

Accountmg prmclples generally accepted in the United States of America require that supplementary information on future
majoti tepairs.and replacements on page 12 bé presented to supplement the basic financial statements, Such information,
although not a part of the basic financial statéft[ﬁms. 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 operatlonal
economic, or historical context. We have applied certain limited procedures to the required supplementary information in

accordance with:auditin standard "'eraﬂy accepted in the United States of America, which consisted of inquiries of
management about the methods ‘'preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other knowledge 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 provideis with sufficient evidence to express an opinion or provide any assurance.

HACKER & ROMANO

Hollywood, Florida
February 21, 2022




HILLCREST EAST NO. 25, INC.
BALANCE SHEET
December 31, 2021

OPERATING REPLACEMENT
FUND ' EUND TOTAL

ASSETS

Cash and Cash Equivalents 281,339
Assessment Fees Receivable (Less: 30,522
allowance for doubtful accounts - $43,269)
Deposit - Paving Contract 41,819
Prepaid Insurance 4,287
TOTAL ASSETS 357,967
LIABILITIE
Accounts Payable & Accrued Expenses $ 138,676
Prepaid Maintenance Fees 4,444
Deferred Cable Income 9,064
Bank Line of Credit 1,127,023
TOTAL LIABILITIES 1,27'9:'20? $ 1,279,207
FUND BALANCES
(921,240) $ = 3 (921,240)
TOTAL LIABILITIES
AND FUND BALANCE $ 357,967 $ - 8 357,967

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
Year Ended December 31, 2021

OPERATING REPLACEMENT

FUND . EUND TOTAL

Maintenance Fees 1,231,404
Insurance Claim Proceeds 269,830
Laundry Income 39,008
Appliance Contract Income 32,544
Late Fees & Other Income 31,796
Interest Income 130

TOTAL REVENUES 1,604,712
EXPENSES
Administrative 11,472
Appliance Contract Expense 32,544
Insurance D): 294,958
Interest Expense \ ' 39,852
Maintenance & Supplies 65164 - 65,648
Major Project Improvements 246,391 - 246,391
Payroll 194,545 - 194,545
Professional Fggs- ' 19,131 = 19,131
Services 443,294 - 443,294
Ultilities 276,553 - 276,553

TOTAL EXPENSES . ) 3 1,624,388 3 - 3 1,624,388
EXCESS REVENUES/EXPENSES) (19,676) ; (19.676)
FUND BALAN (901,564) : (901,564)
FUND BALANCE 12/3% $ (921,240) 3 - $ (921,240)

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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HILLCREST EAST NQ. 25, INC.
STATEMENT OF CASH FLOWS
Year Ended December 31, 2021

OPERATING  REPLACEMENT

CASH FLOWS FROM OPERATING
ACTIVITIES:
Sources of Cash

FUND FUND TOTAL

Maintenance Fees 1,224,073
Insurance Claim Proceeds 269,830
Laundry Income 39,008
Appliance Contract Income 32,544
Late Fees & Other Income 28,774
Interest Income 130
Total Sources of Cash 1,594,359
Uses of Cash
Expenses Paid 1,807,060
Net Cash Used In Operating Activities (212,701)
CASH FLOWS FROM FINANCI NG
ACTIVITIES: %
Proceeds from Line of Credit 417,517 - 417,517
Net Cash Provided By Financing Activities 417,517  $ - 8 417,517
204,816 $ - $ 204,816
76,523 - 76,523
Cash and Cash Equtvajents Deccmber_31 2021 $ 281,339 § - 3 281,339
SUPPLEMENTAL DISCLOS‘URES
Income Taxes Paid e i $ - 3 - 8 -
Interest Expense 4 $ 39852 3 - 8 39,852

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, 2021

OPERATING REPLACEMENT
FUND FUND TOTAL

CASH FLOWS FROM OPERATING
ACTIVITIES:

Excess Revenues/(Expenses) (19,676)
Reconciliation of Excess Revenues/(Expenses)
To Cash From Net Operating Activities:
(Increase) Decrease In Assets:
Assessment Fees Receivable (7,422)
Prepaid Insurance (1,069)
Deposit - Paving Contract 41,819)
Increase (Decrease) Increase In Liabilities:
Accounts Payable (139,784)
Prepaid Maintenance 91
Deferred Cable Income (3,022)

Net Cash Used In Operating Activities ., (212,701)

CASH FLOWS FROM FINANCIN
ACTIVITIES:

Proceeds from Ling of Credit 417,517 . 417,517
417,517 § -8 a7

204,816 $ - $ 204,816

76,523 - 76,523

Cash and Cash Equivalents - Decentber 3_.1,:2021 $ 281339 § . 0§ 281339

SUPPLEMENTAL DISCLOSURES
Income Taxes Paid . ' 5 - $ - $ -
Interest Expense i ' 39,852 $ - 39,852

2
L]

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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HILLCREST EAST NO. 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2021

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.

1. Organization - Hillcrest East No. 25, Inc. is a statiy -a8sociation incorporated as a non-
for-profit corporation in the State of Florida on June 3, 1975. The Associatlon is tesponsible for the operation and
maintenance of the common properties of Hillcrest East No, 25, Inc. which consrﬁts of 235irc31dentwl units located
in Hollywood, Florida.

2. Date of Manag ement’s Review —In preparmg thc fmanclai !s;iatements, the Association has evaluated

financial statements were available to be issued.

3. Fund Accounting - The Association uses furid _ , which reqmre&g,,@at funds, such as the operating
fund and the fund designated for future major repaits and rep &dementsa be classified separately for accounting, and
reporting purposes. Financial resources are classified for accounting and reportmg purposes in the following funds

established according to their nature and purpose: -

Operating Fund — This fund is used to account for financial resources available for the regular,
recuring costs of operations. DnshurSements from this fund are generally at the discretion of the Board
of Directors. .. :

Replacement Fund — This ftmd is used to accumulate financial resources designated for future repairs
and rep]acementsl Dlsbursementa 1 =th|s fund may be made only for their designated purposes.

a_ccountmg prmq:ples requires management to make estimates and assumptions
; sets.and liabilitiés 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 dlffer from those estlmatcs

5. Mamtenancg Assessments - Assomatlon members are subject to monthly assessments to provide funds for
the Association’s opcratmg expenses, future capital acquisitions, and major repairs and replacements. Maintenance
fees receivable at'the: ate represent fees due from unit owners. Assessment Revenue is recognized as
the related performance "llgauons are satisfied at transaction amounts expected to be collected. The Association’s
performance obligations related to its assessments is satisfied over time in a daily pro-rata basis using the input
method. The Association's poliey'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 $328-$762 a month, with no amount designated to
the Replacement Fund.

The Association treats uncollectible assessments as variable consideration. Methods, inputs, and assumptions used to
evaluate whether an estimate of variable consideration is constrained include consideration of past experience and
susceptibility to factors outside of the Association’s control.
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HILLCREST EAST NO, 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2021

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

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

7. Income Taxes - The Association may be taxed either as a homeownemaﬁssocmnon or as a regular corporation.
This election is made annually taking into account the best, mtemt of the Assaciation. For the year ended December
31, 2021, the Association elected to file as a homeowner& sassptiation. macq&rdance with Internal Revenue Service
Code section 528. Under that section, the Association excludes from “taxation exempt ﬁmcq;m income, which
generally consists of revenue from assessments to owners. Th d

i's mvestmcnf\iﬂcome aiid other nonexempt
income are subject to tax at a rate of 30%, net of any appllcable EXp ; lpcome tax expcnsq;for the year ended 2021
was -0-. S

taxing authorities. The time period durmg which a returfi may. be selected” by & %axmg authority for examination
generally ends at the later of three years after the mzt.lpl qll,;g datp of. ;he return or three years after the return is filed.

commonly owned by individual owners and its d1sposm(m by the jAssaaclatlon 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 capltalme, it cost, pcrsonal mperﬁﬁr which it acquires with Association funds.

concentrations of credit risks are prlmaﬁly _ﬁsh and assessments receivable. Accounts at each financial institution are
secured by the Federal Deposit Insurance C 'rporat:on up to $250,000. Management on an ongoing basis, evaluates
the cco!It:c‘w.tbtii’(&)K ‘of issessmeiits receivable base ion’ Historical experience (generally an allowance for the possibility
of uncollectible assessments fgar indi; idual unit owner balances are based on any excess of one year of current annual
assessments ‘that are due at year énd) "As of December 31, 2021, the Association had approximately $17,000 of
uninsured fiinds. The Association has established an allowance for the possibility of uncollectible Maintenance Fee
assessments in the amount of $43, 269

10. Qggl; m Qgsh Egulvalents - Fnryresentatmn purposes the Association consolidates checking and money
market accounts =

11. _
carrying value and fair value of its ﬂnancml assets and liabilities at December 31, 2021, because of their short- term
maturities; therefore, no adjustmcnt for the effect if FASB ASC 820 was made to the Association’s financial
statements at December 31, 2021.




HILLCREST EAST NO. 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2021

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

12. Revenue Recognition

The Financial Accounting Standards Board (FASB) issued new gtudance lhar created Topic 606, Revenue from
Conrract.s w:th Cuslomem in the Accountmg Standards Cod' gatlo >). Topic 606 supersedes the revenue
Ji7e A ekt Realty Associations, Revenue

Florida Statutes and the Association govemmg documents reqmre the Assoclahon to accumulate funds for future
major repairs and replacements. At a minimum, each:condomini um’s budget must have line items for reserves for
capital expenditures and deferred maintenance for aity item hichthe replacement cost is greater than $10,000.
The condominium policies for funding or waiving replacement assessments include voting at an annual meeting
at which a quorum is present. The Association voted to nop‘ipclude ﬁmdmg for future needs for major repairs to
their individual units through systematic asscssmants for 2'0 T,

GAB Robins conducted a reserve study in.October 2015 angd issued a report in April 2016, to estimate the
remaining useful lives and the replacenicnt costs of cp roperty. The estimates were based on future
estimated replacement costs. Funding requirements do not censider an annual inflation factor but include a rate
of return of investments of .70%. The table included in the unaudited supplementary information on Future Ma_|or
Repairs and Replacements is based : study As of December 31,2021, there are no monies in the
Replacement Fund. When funds are needed; the Association may increase regular assessments, pass a special
assessment, or deiay the repalr Ofxep!acemcnt pending availability of funds.

id'was as follows:

o Balance
1/1/202]  Assessments  Interest Expenses 12/31/2021
; - 8 - 3 - 3 - 8 -

Pamtmg/Walcrproaﬁng "
Pavement - - . - .
Pool & Spa ' - - . - -
Railings - - = - -
Roofs - - s - .
Security - - 4 - -
Site Improvements - - 4 - -

Totals $ - $ - 3 - $ - % -




HILLCEST EAST NO. 25, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2021
NOTE C - BANK LOANS PAYABLE

In April 2020, The Association secured a Non-Revolving Line of Credit from City National Bank for up to
$1,650,000. The Line calls for a draw period of 24- months (requiring interest only payments) and then the line
will convert to a 5-year term loan, The interest rate is fixed at 4.25%. The Line of Credit Balance at December 31,

2021, was §1,127,023, During 2021 $417,517 was drawn on the lma Total mterest expense paid in 2021 was
$39,852. i

NOTE D - CABLE TELEVISON BULK SERVICE AG E G

telev1slon service provided in bulk to the members of the Al
fee of $21,150 as part of the agreement to be earned by't
expiration of the initial term, thls agreement shall be renewed automat' ' ly for two years unless either party elects

arty: at least sixty (60) days prior to the

expiration of the initial term or any renewal term.
NOTE E- CONTRACTS
a8 also entered into a Pavin g contract at the

end of the year and paid an initial deposut of $4:_u_ ', i will be expensed when the work commences
in 2022. ne

current year and deferred tax lmbnl!tles' and. assets for the future tax consequences of events that have been
recogmzed in an entity!s/financial staterf rtax returns. The Assomatlon evaluates its uncertam fax posntlons
using the provisions ofASC 450 __Accou

with rcspect tb the likely outcom_. f each uncertam tax position. The amount that is ultimately sustained for an
mdwndual uncertam tax position, or, for all uncertain tax positions in the aggregate, could differ from the amount

The Association pald é total of" $ éOOO during 2021 for property management services to the Association’s
President, a licensed commumty association manager (CAM), who provided management services for the
Association.

NOTE H - INSURANCE SETTLEMENT

In November of 2021, the Association agreed on a settlement with its insurance carrier for a total gross settlement
of $455,000 for damages incurred from Hurricane Irma in September of 2017. From this settlement, the
Association paid legal fees in the amount of $136,500 (30%), $45,500 to a Public Adjustor and costs of $5,354
for the insurance claim. The net proceeds received was $267,646.
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HILLCREST EAST NO. 25, INC.
SUB SCHEDULE- EXPENSES
Year Ended December 31, 2021

OPERATING REPLACEMENT

FUND FUND TOTAL
Administration
Licenses & Fees $ 1,330 $ - 3 1,330
Office Supplies 10,142 . - 10,142
Total Administration 11,472
Maintenance & Supplies
Maintenance Supplies 64,532
Repairs & Maintenance 1,116
Total Maintenance & Supplies 65,648
Payroll & Pavroll Taxes
Maintenance Staff/Property Management 159,192
Office 23,585
Payroll Taxes 11,768
Total Payroll & Payroll Taxes 194,545
Professional Fees
Legal/Accounting/Miscellaneous 19,131
Total Professional Fees 19,131
Services _;_-g.’_ :
Air Conditioning Water Treatment, 2,224 $ - $ 2,224
Cable TV . 123,998 - 123,998
Cleaning Service Contract 66,253 - 66,253
198,444 - 198,444
T YIatile 8,035 - 8,035
Fire Alarm Maintenance 2,325 . 2,325
Gengerator Maintenance 710 - 770
Lawn'& Grounds Care 18,100 : 18,100
Spa & Pool Maintenance 5,635 = 5,635
Trash Collection 17,510 - 17,510
Total Services $ 443294  § - § 443,294
Utilities
Electricity : $ 103,035 5 - $ 103,035
Gas 478 - 478
Telephone 4,802 - 4,802
Water and Sewer 168,238 - 168,238
Total Utilities $ 276,553 $ - $ 276,553

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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HILLCREST EAST NO. 25, INC.
SUPPLEMENTAL SCHEDULE
SUPPLEMENTARY INFORMATION ON FUTURE MAJOR REPAIRS AND REPLACEMENTS

December 31, 2021
(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 ¢dsts of ;bc common property components.
Replacement costs were based on the estimated costs to repair or mg 0 i’non property components at the
date of the study. Estimated current replacement costs and hyﬁs!hav _ %

budget preparation process. The effect of inflation between Lf
require repair or replacement have not been considered. '

The amount of assessments that would be necessary to .
need for a special assessment is $673,074,

2022

Required

Component Funding
Common Area Interiors $ 34,447
Mechanical/Electrical 452,491

Pamtmg/Waterprooﬁng 51,429

Pavement ; 172?0.79"“ . - 6,883
i 66,910 - 24,348
350,000 - 14,583
589,100 . 34,653
34,240 - 34,240
o 60,000 - 20,000
$ 4,054,998 $ - 3 673,074

See Accountants Audit Report and Accompanying Notes to the Financial Statements
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