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INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors 
HIGHLAND TOWERS, Inc. 
 
Opinion 
We have audited the accompanying financial statements of HIGHLAND TOWERS, Inc. ("the Corporation"), which 
comprise the balance sheet as of December 31, 2021, and the related statement of revenues and expenses and changes 
in fund balances (deficit) and cash flows for the year then ended, and the related notes to the financial statements. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
HIGHLAND TOWERS, Inc. as of December 31, 2021, and the results of its operations and its cash flows for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
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 this report.  We are required to be independent of HIGHLAND TOWERS, Inc. and to meet our other 
ethical responsibilities in accordance with the relevant ethical requirements relating to our audit.  We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
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, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about HIGHLAND TOWERS, 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 Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, 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.  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, including omissions, are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial statements. 
 
In performing an audit in accordance with generally accepted auditing standards, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 
and design and perform audit procedures responsive to those risks.  Such procedures include examining, on a 
test basis, evidence regarding the amounts and disclosures in the financial statements. 
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• Obtain an understanding of internal control relevant to the audit 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 
HIGHLAND TOWERS, Inc.’s internal control.  Accordingly, no such opinion is expressed. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting 

estimates made by management, as well as evaluate the overall presentation of the financial statements. 
 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 
substantial doubt about HIGHLAND TOWERS, Inc.’s ability to continue as a going concern for a reasonable 
period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit, significant audit findings, and certain internal control related matters that we identified during the 
audit. 

 
Palm Beach, Florida 
December 13, 2022 



Operating Replacement Total
Fund Fund Funds

Assets

Cash and cash equivalents 1,312,891$      489,887$         1,802,778$      
Assessments receivable (Note 3) 51,883             -                       51,883             
Special assessments receivable - unbilled (Note 9) 1,444,285        -                       1,444,285        
Other receivable (Note 4) 472,761           -                       472,761           
Prepaid expenses 111,992           -                       111,992           
Property and equipment, net (Note 5) 561,554           -                       561,554           

Total assets 3,955,366$     489,887$        4,445,253$     

Liabilities and stockholders' equity

Accounts payable and accrued expenses 1,114,492$      14,412$           1,128,904$      
Insurance payable (Note 8) 95,760             -                       95,760             
Prepaid assessments 118,468           -                       118,468           
Deferred special assessment revenue (Note 9) 2,104,756        -                       2,104,756        
Contract liabilities (Note 11) -                       490,670           490,670           

Total liabilities 3,433,476        505,082           3,938,558        

Stockholders' equity
Capital stock: $10 par value, 1,735 shares

authorized, issued and outstanding 17,350             -                       17,350             
Additional paid-in-capital 2,262,396        -                       2,262,396        
Fund balances (deficit) (1,757,856)       (15,195)            (1,773,051)       

Total stockholders' equity 521,890           (15,195)            506,695           

Total liabilities and fund balances 3,955,366$     489,887$        4,445,253$     

The accompanying notes are an integral part of these financial statements.
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Operating Replacement Total
Fund Fund Funds

Revenues

Maintenance assessments 512,500$         34,840$           547,340$         
Windows and doors (Note 4) 506,778           -                       506,778           
Special assessment revenue (Note 9) 1,544,025        -                       1,544,025        
Rental income 1,000               -                       1,000               
Laundry income 643                  -                       643                  
Interest income -                       198                  198                  
Other income 1,918               -                       1,918               

Total revenues 2,566,864        35,038             2,601,902        

Expenses

Administrative and professional fees 83,285             -                       83,285             
Insurance 105,701           -                       105,701           
Payroll and related expenses 96,335             -                       96,335             
Repairs and maintenance 106,184           -                       106,184           
Utilities 106,238           -                       106,238           
Windows and doors (Note 4) 506,778           -                       506,778           
Special assessment expenses (Note 9) 1,693,006        -                       1,693,006        
Major repairs and replacements -                       50,414             50,414             

Total expenses 2,697,527        50,414             2,747,941        

Deficiency of revenues over expenses (130,663)          (15,376)            (146,039)          

Fund balances (deficit), beginning (1,627,193)       181                  (1,627,012)       

Fund balances (deficit), ending (1,757,856)$    (15,195)$          (1,773,051)$    

The accompanying notes are an integral part of these financial statements.

HIGHLAND TOWERS, INC.
STATEMENT OF REVENUES AND EXPENSES AND CHANGES IN FUND BALANCES (DEFICIT)

For the year ended December 31, 2021
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Operating Replacement Total
Fund Fund Funds

Cash flows from operating activities
Cash collected from stockholders 2,567,857$      174,500$         2,742,357$      
Cash paid for expenditures (1,650,859)       (36,002)            (1,686,861)       
Interest income received -                       198                  198                  
Other income received 3,561               -                       3,561               

Net cash provided by operating activities 920,559           138,696           1,059,255        

Cash flows from financing activities
Proceeds from insurance payable 114,061           114,061           
Payments from insurance payable (18,301)            (18,301)            
Interfund borrowings (10,760)            10,760             -                       

Net cash provided by financing activities 85,000             10,760             95,760             

Net increase in cash and cash equivalents 1,005,559        149,456           1,155,015        

Cash and cash equivalents, beginning 307,332           340,431           647,763           

Cash and cash equivalents, ending 1,312,891$     489,887$        1,802,778$     

Reconciliation of deficiency of revenues over expenses
to net cash provided by operating activities:

Deficiency of revenues over expenses (130,663)$        (15,376)$          (146,039)$        

Adjustments to reconcile deficiency of revenues over expenses
to net cash provided by operating activities:

Depreciation expense 15,104             -                       15,104             

Changes in assets and liabilities:
Assessments receivable (51,883)            -                       (51,883)            
Special assessments receivable - unbilled (1,444,285)       -                       (1,444,285)       
Other receivable (472,761)          -                       (472,761)          
Prepaid expenses (13,313)            -                       (13,313)            
Accounts payable and accrued expenses 1,049,649        14,412             1,064,061        
Income taxes payable (4,772)              -                       (4,772)              
Prepaid assessments 17,509             -                       17,509             
Deferred special assessment revenue 1,955,974        -                       1,955,974        
Contract liabilities -                       139,660           139,660           

Net cash provided by operating activities 920,559$        138,696$        1,059,255$     

Supplemental disclosures of cash flow information (Note 12)

The accompanying notes are an integral part of these financial statements.

HIGHLAND TOWERS, INC.
STATEMENT OF CASH FLOWS

For the year ended December 31, 2021
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NOTE 1: Organization 
 
HIGHLAND TOWERS, Inc. (“the Corporation”) was incorporated under the laws of  the State of  Florida as 
a for-prof it corporation on April 24, 1957.  The Corporation is responsible for maintaining and preserving 
the property of  the Corporation in accordance with the terms of  Chapter 719, Florida Statutes (“FS §719”) 
and the provisions of  its governing documents.  The Corporation consists of  a eight-story building containing 
50 residential units located in Highland Beach, Florida. 
 
NOTE 2: Summary of significant accounting policies 
 
Fund accounting 
The Corporation prepares its f inancial statements on the accrual basis of  accounting and presents them 
using fund accounting, using separate funds for operations and future major repairs and replacements.  
Disbursements f rom the operating fund are generally for the day-to-day operations and non-recurring  
unanticipated expenditures of  the Corporation and are made at the discretion of  the Board of  Directors.  
Disbursements f rom the replacement fund generally are made only for designated purposes. 
 
Estimates 
The preparation of  f inancial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that af fect the reported amounts of  assets and liabilities 
and disclosure of  contingent assets and liabilities at the date of  the f inancial statements and the reported 
amounts of  revenues and expenses during the reporting period.  Accordingly, actual results could differ 
f rom those estimates. 
 
Short-term f inancial instruments 
The carrying amount of  the Corporation’s f inancial instruments, which include cash and cash equivalents, 
assessments receivable, prepaid expenses, accounts payable and accrued expenses, and other assets 
and liabilities, approximate their fair values due to their short-term maturities. 
 
Cash and cash equivalents 
Cash and cash equivalents include all monies in banks including money market funds.  Cash equivalents 
include highly liquid securities, including certif icates of  deposit, with original maturities of  90 days or less. 
 
Owners’ assessments and allowance for credit losses 
Quarterly assessments to owners are based upon a share of  the budgeted operating expenses and future 
major repairs and replacements.  The Corporation retains excess operating funds at the end of  the year for 
use in future operating periods.  When applicable, assessments receivable at the balance sheet date 
represent fees due f rom owners.  Assessments paid in advance are included on the balance sheet as 
prepaid assessments.  The Corporation’s policy is to retain legal counsel and place liens or foreclose on 
units of  members whose assessments are delinquent.  When necessary, the Corporation’s estimate of  the 
credit losses accounts is based on relevant information about past events, including historical experience, 
current conditions, and reasonable and supportable forecasts that af fect the collectability of  reported 
amounts. 
 
Property and equipment 
The Corporation capitalizes, at cost, all personal and real property which it purchases.  Capitalized property 
and equipment are depreciated over the estimated useful lives of  the assets, ranging f rom 5 years to 40 
years, using the straight-line and accelerated methods of  depreciation. 
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NOTE 2: Summary of significant accounting policies (continued) 
 
Revenue recognition 
Revenue is recognized when control of  the promised goods or services is transferred to customers, in an 
amount that ref lects the considerations we expect to be entitled to in exchange for those goods or services.  
The Corporation derives its revenue f rom operating assessments, reserve assessments, special 
assessments, and other ancillary sources.  The Corporation has applied FASB ASC 606-10-10-4 since all 
contracts with its customers have similar characteristics and the Corporation expects that the ef fects on the 
f inancial statements of  applying this guidance would not dif fer materially f rom applying the guidance to the 
individual contracts. 
 
The Corporation has identif ied the following performance obligations: 
 

• Operating assessments – the performance obligation is the maintenance and management of  the 
common area property and is met on a periodic basis throughout the year.  Operating assessments 
revenue is recognized on a periodic basis, as billed, and it is probable it will be collected. 

• Reserve assessments – the performance obligation is the expenditure of  the assessed funds for 
the intended purpose.  Reserve assessments revenue is recognized when the related expenditures 
are recognized, except for those related to capitalized property and equipment.  Reserve 
assessments revenue related to capitalized property and equipment is recognized when the 
expenditures are made and the property and equipment is placed in service. 

• Special assessment revenue (including windows and doors) – the performance obligation is the 
purpose for which the special assessment was levied.  Special assessment revenue is recognized 
as the purpose of  the special assessment is satisf ied. 

• Other ancillary revenues – the performance obligation is delivery of  the underlying services.  
Revenue is recognized as the services are rendered. 

 
In evaluating whether collectability of  an amount of  consideration is probable, the Corporation must consider 
the customer’s (owner’s) ability and intention to pay that amount of  consideration when it is due.  In 
instances where the Corporation’s collection of  fees is not probable (delinquent owners, foreclosures, etc.), 
it cannot recognize revenue. 
 
Contract liabilities 
The Corporation recognizes revenue f rom members as the related performance obligations are satisf ied.  
A contract liability is recorded when the Corporation has the right to receive payment in advance of  the 
satisfaction of  the performance obligations. 
 
Interest earned 
Interest earned by each fund is allocated to the appropriate fund.  Income taxes on the interest earned are 
paid f rom the operating fund. 
 
Compensated absences 
Employees of  the Corporation are entitled to paid vacations, sick days, and other time of f depending on job 
classif ication, length of  service, and other factors.  It is impractical to estimate the amount of  compensation 
for future absences and, accordingly, no liability has been recorded in the accompanying f inancial 
statements.  The Corporation’s policy is to recognize the costs of  compensated absences when paid to 
employees. 
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NOTE 2: Summary of significant accounting policies (continued) 
 
Income taxes 
The Corporation is subject to taxation as a cooperative corporation for federal and state purposes.  A 
cooperative corporation is required to classify its income and expense as patronage or non-patronage.  
Patronage activity is f rom business done with or for the stockholders; non-patronage activity is f rom 
business not done with or for the stockholders, which merely enhances the overall prof itability of the 
cooperative.  Expenses attributable to producing patronage income cannot be deducted f rom non-
patronage income.  Non-patronage income in excess of  allocable expenses may be subject to income tax.  
For the year ended December 31, 2021, the Corporation has not made a provision for income taxes.  
Additionally, f rom time to time, certain temporary dif ferences may arise between f inancial and taxable 
income, the overall ef fects of which are not material to the f inancial statements taken as whole.  As such, 
the Corporation has not recorded deferred income taxes at December 31, 2021. 
 
At December 31, 2021, the Corporation has net operating loss carry-forwards of  $11,142 and $3,960 related 
to patronage and non-patronage activity, respectively, which may be used to of fset future taxable income.  
The Corporation is unable to determine the future benef it, if  any, of  the loss carry-forward and accordingly, 
a valuation allowance has been provided to offset any potential future benef it. 
 
The Corporation’s policy on income statement classif ication of  interest and penalties related to income tax 
obligations is to include such items as part of  income tax expense.  The Corporation’s tax f ilings are 
generally subject to examination by taxing authorities for three years af ter the returns are f iled. 
 
Recently issued accounting pronouncements, not yet adopted 
In February 2016, the FASB issued ASU No. 2016-02, Leases.  The standard will af fect all entities that 
lease assets and will require lessees to recognize a lease liability and a right-of -use asset for all leases 
(except short-term leases that have a duration of  less than one year) as of  the date on which the lessor 
makes the underlying asset available to the lessee.  For non-public entities, such as the Corporation, the 
new standard is ef fective for annual periods beginning af ter December 15, 2021.  While the Corporation 
expects the adoption of  this standard to result in an increase to its reported assets and liabilities, the 
Corporation has not yet determined the full impact that the adoption of  this standard will have on its f inancial 
statements and related disclosures. 
 
NOTE 3: Assessments receivable, net  
 
The Corporation’s assessments receivable were as follows at December 31, 2021: 
 
Assessments receivable $ 51,883 
Less: allowance for credit losses  - 
 $ 51,883 
 
NOTE 4: Other receivable  
 
The Corporation’s other receivables were as follows at December 31, 2021: 
 
Windows and doors 1 $ 472,761 
 
 

 
1 At December 31, 2021, the Corporation recorded $472,761 receivable from various unit owners who choose to have 
their windows and doors replaced. The Corporation is paying the project expense upfront, and the unit owners will 
reimburse the Corporation for their portion of the expense. At December 31, 2021, the Corporation recorded income 
and expenses totaling $506,778 related to the project. 



HIGHLAND TOWERS, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 

-9- 

NOTE 5: Property and equipment 
 
A schedule of  property, equipment, and accumulated depreciation was as follows at December 31, 2021: 
 
Land $ 376,300 
Building and building improvements  2,157,339 
Furniture, f ixtures and equipment  31,366 
  2,565,005 
Less:  accumulated depreciation  (2,003,451) 
 $ 561,554 
 
For the year ended December 31, 2021, depreciation expense was $15,104. 
 
NOTE 6: Concentration of credit risk 
 
The Corporation maintains its cash and cash equivalents at various f inancial institutions whereby deposits 
are insured up to $250,000 by the Federal Deposit Insurance Corporation.  At December 31, 2021, the 
Corporation had uninsured deposits in the amount of  $1,585,548. 
 
NOTE 7: Commitments and contingencies 
 
Insurance windstorm deductible 
In the event of  a loss due to a hurricane the Corporation would be responsible for a per calendar year 
deductible of  3% of the total insured value of  the property ($10,982,066), or approximately $329,000, under 
the provisions of  the hurricane loss insurance contract. 
 
Litigation 
The Corporation, f rom time-to-time, may become party to various legal actions normally associated with 
cooperatives, such as the collection of  delinquent assessments and covenant compliance matters, the 
aggregate ef fect of which, in management’s opinion, would not be material to the future f inancial condition 
of  the Corporation. 
 
Other commitments and contingencies 
The Corporation has contracted with various vendors for various services to maintain the common property 
related to certain administration and building operations and maintenance expenses.  These contracts are 
approved, as necessary, by the Board of  Directors and have varying expiration dates and renewal terms. 
 
NOTE 8: Insurance payable 
 
During 2021, the Corporation f inanced its insurance premiums.  The total amount f inanced was $92,867 
and is payable in monthly installments of  $9,576 including interest at 5.25% through October 2022.  The 
f inancing is secured by any unearned premiums or other sums which may become collectible under the 
terms of  the agreement.  At December 31, 2021, the outstanding balance, including accrued interest, was 
$95,760. 
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NOTE 9: Special assessment 
 
Prior to January 1, 2020, the Corporation approved a special assessment in the amount of  $400,000 for 
concrete restoration and other projects as approved by the Board of  Directors.  As of  December 31, 2019, 
the remaining balance was $233,723.  During 2020, the Corporation incurred additional expenses and 
recognized revenue in the amount of  $84,941 related to the special assessment.  At December 31, 2021,  
the remaining balance of  $148,782 is recorded a deferred special assessment revenue until satisfaction of 
the performance obligation. During 2021, the Corporation incurred additional expenses and recognized 
revenue in the amount of  $4,655 related to the special assessment.  At December 31, 2021, the remaining  
balance of  $144,126 is recorded a deferred special assessment revenue until satisfaction of  the 
performance obligation. 
 
On December 15, 2020, and beginning in January 2021, the Corporation approved a special assessment 
in the amount of  $1,000,000 to provide funding for concrete restoration.  The special assessment is due in 
six quarterly payments, beginning January 2021 and ending April 2022.  For the year ended December 31, 
2021, the Corporation incurred expenses in the amount of  $1,148,981 and recognized revenue in the 
amount of  $1,000,000.  At December 31, 2021, the Corporation recorded a special assessment receivable 
– unbilled in the amount of  $325,841 to be collected during 2022. 
 
On September 9, 2021, the Corporation approved a special assessment in the amount of  $2,500,000 to 
provide funding for various repairs, including catwalk overruns, balconies, concrete repairs.  The special 
assessment is due in four payments, due in October and December 2021, and January and March 2022.  
For the year ended December 31, 2021, the Corporation incurred expenses and recognized revenue in the 
amount of  $539,370.  At December 31, 2021, the remaining balance of  $1,960,630 is recorded as deferred 
special assessment revenue until satisfaction of  the performance obligation.  At December 31, 2021, the 
Corporation recorded a special assessment receivable – unbilled in the amount of  $1,118,444 to be 
collected during 2022. 
 
NOTE 10: Future major repairs and replacements 
 
The Corporation’s governing documents and FS §719 require that the Corporation’s annual budget include 
budgeted assessments for future major repairs and replacements (reserves), unless waived in whole or in 
part by a vote of  the owners in accordance with the governing documents and Florida law. Accumulated 
funds are held in separate interest-bearing accounts and are generally not available for operating purposes. 
 
Reserve funds are accumulated based on estimated current costs of  the components of  common property.  
Actual expenditures may vary f rom the estimated amounts and the variations may be material.  Therefore, 
amounts accumulated in the replacement fund may not be adequate to meet all future needs for major 
repairs and replacements.  If  additional funds are needed, the Corporation may increase regular 
assessments, pass special assessments, or delay major repairs and replacements until funds are available. 
 
The Board of  Directors has not contracted with a reserve specialist to conduct an independent study to 
estimate the useful lives, the remaining useful lives, and replacement costs of  the common property 
components.  The schedule included in the required supplementary information on future major repairs and 
replacements are based estimated compiled by the Board 
 
For the year ended December 31, 2021, the Corporation fully funded reserves in the amount of  $174,500.   
For the year ending December 31, 2022, the Corporation is fully funding reserves in the amount of  
$174,694. 
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NOTE 10: Future major repairs and replacements (continued) 
 
Components of  the replacement fund are as follows: 
 

 

Contract 
Liabilities 
and Fund 
Balance, 

January 1, 
2021  

 
Additions  

Interest 
Income  

 
Expenses  

 
Transfers  

Contract 
Liabilities 
and Fund 
Balance, 

December 
31, 2021 

                  
Building $ 30,813  $ -  $ -  $ -  $ -  $ 30,813 
Paving  9,530   3,916   -   -   -   13,446 
Fences and gates  24,755   18,119   -   1,378   -   41,496 
Roof   55,319   15,563   -   -   -   70,882 
Elevator  90,465   50,946   -   -   -   141,411 
Seawall  39,263   4,809   -   -   -   44,072 
Pool  10,000   10,000   -   5,940   -   14,060 
Painting  56,272   22,107   -   -   -   78,379 
Electrical  34,593   24,540   -   13,022   -   46,111 
Deferred maint.  -   14,500   -   30,074   -   (15,574) 
Concrete restor.  -   10,000   -   -   -   10,000 
Interest  181   -   198   -   -   379 
                  
 $ 351,191  $ 174,500  $ 198  $ 50,414  $ -  $ 475,475 
 
A reconciliation of  the table above to the balance sheet replacement fund reporting is as follows: 
 
Contract liabilities $ 490,670 
Fund balance (def icit)  (15,195) 
 $ 475,475 
 
NOTE 11: Contract liabilities 
 
A schedule of  contract liabilities at December 31, 2021 is as follows: 
 
Contract liabilities, beginning $ 351,010 
Plus: amounts assessed  174,500 
Less: amounts recognized as performance obligations have been satisf ied  (34,840) 
   
Contract liabilities, ending $ 490,670 
 
NOTE 12: Supplemental disclosures of cash flow information 
 
Cash paid for income taxes $ 4,772 
 
Non-cash f inancing activities during 2021 were as follows: 
 
Cost of  insurance coverage acquired via f inancing agreements $ 111,168 
Cash paid related to f inancing agreements (down payments)  (18,301) 
   
Liabilities assumed $ 92,867 
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NOTE 13: Subsequent events 
 
Note payable 
On January 26, 2022, the Corporation obtain a $2,000,000 loan f rom Valley National Bank to fund a 
concrete restoration project. The note bears a stated interest rate of  3.7% per annum. On February 26, 
2022, the Corporation will make 24 monthly interest only payments. Beginning February 26, 2024, the 
Corporation will make 95 monthly installments of  principal and interest of  $24,149, with all outstanding 
principal and interest payable in full on January 26, 2032. The is no prepayment penalty. The note is 
collateralized by the assignment of  assessments and lien rights. 
 
Line of  credit 
On January 26, 2022, the Corporation obtained a line of  credit in the amount of  $200,000 f rom Valley 
National Bank. The line of  credit has a variable interest rate based on the Prime Rate as published in the 
Wall Street Journal and is payable in interest only payments and is payable on demand. 
 
Legislative update 
During May 2022, the Florida Legislature passed legislation, which amends Florida’s Building Codes Act, 
Condominium Act, and Cooperative Act; the legislation was signed by the Governor on May 26, 2022.  The 
new law enacts new requirements meant to address concerns raised in the af termath of  the Champlain 
Towers South collapse in Surfside, Florida.  The new requirements include, but are not limited to, the 
following: 
 

• Ef fective December 1, 2024, members of  an association or the developer may not waive collecting 
of  reserves or collect less reserve funds than required for items that are required to be inspected 
in a structural integrity reserve study (items are detailed below). 

 
• Ef fective December 1, 2024, members of  an association may not vote to use reserve funds, or the 

interest accruing thereon, for purposes other than their intended purposes. 
 

• By December 31, 2024, requires “structural integrity reserve studies” for condominium and 
cooperative associations at least every 10 years, for each building that is three stories or higher in 
height, which includes, at a minimum, a study of  the following items as related to the structural 
integrity and safety of  the building: roof , load-bearing walls or other primary structural members, 
f loor, foundation, f ireproof ing and f ire protection systems, plumbing, electrical systems, 
waterproof ing and exterior painting, windows, and any other items that has a deferred maintenance 
expense or replacement cost that exceeds $10,000 and the failure to replace or maintain such item 
negatively af fects the items listed above as determined by the licensed engineer or architect 
performing the visual inspection portion of  the structural integrity reserve study. 

 
• By December 31, 2024, requires milestone structural inspections for condominium and cooperative 

buildings three stories in height and 30-years old by a licensed architect or engineer. 
 

• By January 1, 2023, requires condominium and cooperative associations to provide the following 
information to the Florida Division of  Condominiums, Timeshares and Mobile Homes: 

o The number of  buildings in the association that are three stories or higher in height,  
o The number of  units in such buildings,  
o The address of  such buildings, and 
o The counties in which all buildings are located. 

 
 During 2022, the Corporation submitted the required information to the state of  Florida. 
 
Management has evaluated subsequent events through December 13, 2022, the date the f inancial 
statements were available to be issued. 



 

 

INDEPENDENT AUDITOR’S REPORT  
ON SUPPLEMENTARY INFORMATION 

 
 
To the Board of Directors 
HIGHLAND TOWERS, Inc. 
 
Report on the Financial Statements 
We have audited the financial statements of HIGHLAND TOWERS, Inc. ("the Corporation") as of and for the year 
ended December 31, 2021, and our report thereon dated December 13, 2022, which expressed an unmodified 
opinion on those financial statements, appears on Page 1. 
 
Report on Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.  The schedule 
of operating expenses compared to budget on Pages 14 and 15, which is the responsibility of management, is 
presented for purposes of additional analysis and is not a required part of the financial statements.  Such 
information, except for the portion marked "unaudited," 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.  The information marked "unaudited" 
has not been subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, 
we do not express an opinion or provide assurance on it. 
 
Disclaimer of Opinion on Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the Schedule of Future Major 
Repairs and Replacements on Page 16 be presented to supplement the basic financial statements.  Such 
information is the responsibility of management and, although not a part of the basic financial statements, is required 
by the Financial Accounting Standards Board, which 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 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 provide us with sufficient evidence to express an opinion or provide any assurance. 

 
Palm Beach, Florida 
December 13, 2022 



Variance
Budget Favorable

Actual (Unaudited) (Unfavorable)
Administrative and professional fees
Accounting fees 16,200$           13,850$           (2,350)$            
Board events 585                  2,000               1,415               
Contingency 11,469             -                       (11,469)            
Depreciation expense 15,104             -                       (15,104)            
Legal fees 13,374             4,000               (9,374)              
Licenses and permits 1,951               -                       (1,951)              
Management fees 17,472             -                       (17,472)            
Office supplies and expense 5,195               2,980               (2,215)              
Professional fees 1,475               400                  (1,075)              
Screening expense 460                  -                       (460)                 
Taxes - other -                       1,000               1,000               

83,285             24,230             (59,055)            

Insurance
Insurance expense 103,346           113,000           9,654               
Workers compensation 2,355               -                       (2,355)              

105,701           113,000           7,299               

Payroll and related expenses
FICA expense 5,540               7,270               1,730               
Gross wages 89,352             117,250           27,898             
Medicare expense 1,296               1,700               404                  
Unemployment - federal and state 147                  164                  17                    

96,335             126,384           30,049             

Repairs and maintenance
Building maintenance supplies 12,472             20,000             7,528               
Building repairs 14,019             50,000             35,981             
Elevator service 16,722             16,700             (22)                   
Fire alarm and equipment 6,240               5,000               (1,240)              
Irrigation 695                  800                  105                  
Janitorial / maintenance 23,670             27,000             3,330               
Janitorial supplies 1,425               3,000               1,575               
Lake / beach / fountain 3,884               3,000               (884)                 
Landscaping extras 1,614               1,000               (614)                 
Lawn maintenance 15,675             19,000             3,325               
Pest control 3,343               2,200               (1,143)              
Pool maintenance 3,820               5,800               1,980               
Pool repairs 2,605               3,000               395                  
Tree trimming -                       1,800               1,800               

106,184$         158,300$         52,116$           

See auditor's report on supplementary information.

HIGHLAND TOWERS, INC.
SCHEDULE OF OPERATING EXPENSES COMPARED TO BUDGET

For the year ended December 31, 2021
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Variance
Budget Favorable

Actual (Unaudited) (Unfavorable)
Utilities
Cable and internet 36,585$           31,437$           (5,148)$            
Electricity 9,717               10,000             283                  
Gas 7,332               7,000               (332)                 
Telephone 4,692               4,000               (692)                 
Trash 5,889               5,800               (89)                   
Water 42,023             32,349             (9,674)              

106,238           90,586             (15,652)            

Total budgeted expenses 497,743         512,500$        14,757$          

Windows and doors (Note 4) 506,778           
Special assessment expenses (Note 9) 1,693,006        

Total expenses 2,697,527$     

See auditor's report on supplementary information.

For the year ended December 31, 2021
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HIGHLAND TOWERS, INC.
SCHEDULE OF OPERATING EXPENSES COMPARED TO BUDGET (CONTINUED)



Approved
Statutory Budgeted 

Estimated Estimated Estimated Funding Funding

Component
Useful Life 

(Years)
Remaining Life 

(Years)
Replacement 

Cost 
December 31, 

2022 
December 31, 

2022 

Building 10 - -$                   -$                   -$                   
Paving 10 9 45,000           3,506             3,506             
Fences and gates 20 20 388,000         17,325           10,000           
Roof 20 20 311,260         12,019           15,000           
Elevator 10 9 550,000         45,399           50,000           
Seawall 28 22 145,000         3,605             4,588             
Pool 10 1 20,000           5,940             33,000           
Painting 10 5 170,000         9,162             15,000           
Electrical 10 3.5 120,000         10,556           19,000           
Concrete restoration 25 25 250,000         10,000           9,600             
Deferred maintenance - - -                     15,574           15,000           

1,999,260$   133,086$       174,694$      

See auditor's report on supplementary information.

HIGHLAND TOWERS, INC.
SCHEDULE OF FUTURE MAJOR REPAIRS AND REPLACEMENTS (UNAUDITED)

December 31, 2021

The following schedule is based upon estimates compiled by the Board of Directors over various dates, as presented with
the 2021 budget, to estimate the remaining useful lives and replacement costs of the components of common property.
The schedule provides information about components of common property
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