


























NOTE 5:

NOTE 6:

NOTE 7:

CRYSTAL TOWER CONDOMINIUM ASSOCIATION, INC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

RESERVE FUND

In 2018, a study was completed to estimate the useful lives and the replacement costs of the
components of common property. The table in the unaudited supplementary information on future
major repairs and replacements is based on the estimate. The reserve funds are held in separate
interest bearing accounts and generally are not available for expenditures for normal operations.

Actual future major repairs and replacements may vary from estimated future expenditures and the
variations may be material. Amounts accumulated in the replacement fund may not be adequate to
meet all future needs for major repairs and replacements. When funds are needed for those
purposes, the Association has a right, subject to membership approval, to increase regular
assessments, approve special assessments, or delay major repairs and replacements until funds are
available.

In March 2023, the Board signed an agreement with Dreux Isaac & Associates, Inc. to update the
reserve study. The updated reserve study is expected to be completed by September 2023.

INCOME TAXES

The Association is classified as a nonexempt membership organization for both Federal and state
income tax purposes. It does not qualify as a tax-exempt organization. The Association is subject
to specific rulings and regulations applicable to nonexempt membership organizations. In general,
the Association is required to separate its taxable income and deductions into member
transactions, nonmember transactions, and capital transactions.

For Federal tax purposes, the Association is taxed on all net income from nonmember activities
reduced only by losses from nonmembership activities for which a profit motive exists.
Nonmembership income may not be offset by membership losses, and any excess membership
deductions may only be carried forward to offset membership income of future tax periods. Any
net membership income not applied to the subsequent tax year is subject to taxation. The
Association files form 1120, which has a tax rate of 21% that is applied to net taxable income.
Federal income tax expense for the year ended December 31, 2022 was $33,193.

For state income tax purposes, the Association is taxed on all net income from nonmembership
activities reduced only by losses from nonmembership activities for which a profit motive exist.
Nonmembership income may not be offset by membership losses. Any net membership income
not applied to the subsequent tax year is subject to taxation. The tax rate that is applied to net
taxable income is 6.5%. State income tax expense for the year ended December 31, 2022 was
$8,681.

The Association is subject to examinations by tax authorities for tax years 2019 through 2021. As
of December 31, 2022, there are no active examinations.

UNINSURED DEPOSITS

The Association’s bank accounts are insured up to $250,000 at each financial institution by the
Federal Deposit Insurance Corporation (FDIC). As of December 31, 2022, the Association had
$1,796,859 at South State Bank in excess of FDIC coverage.
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CRYSTAL TOWER CONDOMINIUM ASSOCIATION, INC
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

LINE OF CREDIT

In 2022, the Association established a $750,000 line of credit with South State Bank. The line of
credit bears interest at a variable rate based on the WSJ Prime Rate with a floor rate of 7.5%. As of
December 31, 2022, there was no outstanding balance.

FANNIE MAE/FREDDIE MAC REPLACEMENT RESERVE REQUIREMENTS

As a result of the mortgage loan crisis during 2009 and 2010, mortgage underwriters Fannie Mae
and Freddie Mac published new regulations in the Single-Family Seller/Servicer Guide (Fannie
Mae Part B4-2.2-06 Lender Full Review: Additional Eligibility Requirements for Established
Condo Projects and Freddie Mac Chapter 42: Special Warranties for Condominiums). One of
these regulations states that in order to conform with a Full Project Review, the association must
budget 10% of its annual operating revenues as designated replacement reserves for capital
expenditures and deferred maintenance, as well as adequate funding for insurance deductibles. If
the association does not meet this standard and the individual loan applications do not meet the
requirements for a “Streamlined Review” (generally >20% down payment), then the borrower
may not be eligible for a Fannie Mae/Freddie Mac backed mortgage loan.

Based on the current year calculation, the Association budgeted 20% of its operating revenues for
future replacement reserves.

NOTE PAYABLE - INSURANCE

The Association financed insurance premiums in the amount of $390,126 with AFCO Credit
Corporation. The Association grants the lender a security interest in any unearned premiums or
other sums that may become payable under the scheduled policies. The outstanding balance on the
loan as of December 31, 2022 was $118,865.

INSURANCE PROCEEDS

In 2022, the Association received insurance proceeds of $1,797,390 for the insurance claim
associated with damage to the Association’s buildings and grounds caused by Hurricane Sally. As
of December 31, 2022, $835,814 has been recognized as revenue and the unspent insurance funds
0f $967,576 are recorded as deferred revenue — contract liability.

CONSTRUCTION COMMITMENT

In November 2021, the Association’s Board entered into a contract with C-Sharpe Co, LLC in the
amount of $473,243 to repair and recoat the south pool house and gazebo. In April 2022, the
Board approved a change order to increase the total contract amount to $537,582. All work related
to this project was completed as of December 31, 2022.

In October 2022, the Association’s Board entered into a contract with C-Sharpe Co, LLC in the
amount of $926,026 to repair and recoat the North Elevator Tower and the East and North
Elevations. In December 2022, the Board approved a change order to increase the total contract
amount to $1,444,634. As of December 31, 2022, the total amount of the repairs completed was
$117,452.
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CRYSTAL TOWER CONDOMINIUM ASSOCIATION, INC
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SUBSEQUENT EVENTS

The Association has evaluated events and transactions that occurred between December 31, 2022,
and July 6, 2023, which is the date the financial statements were available to be issued, for
possible recognition or disclosure in the financial statements.

In March 2023, the Association entered into a contract in the amount of $71,313 with A-1
Hurricane Fence Industries to replace the fence.

In May 2023, the Association declared a special assessment in the amount of $816,000 to fund
insurance premiums. Assessments are due in 4 equal installments for a total of $4,800 per unit.
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