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SECTION: III BUDGET 
SECTION: III. 1., a-f. Budget Procedures 
Background: The “proposed budget” is the preliminary draft of the community’s financial plan that is offered by the 
board for formal adoption as the budget. The development of the proposed budget may be by the association treasurer, 
a finance committee, the community’s management company, a licensed Community Association Manager, or by the 
board of directors itself. The board should bring as much expertise as possible to the development of the proposed 
budget. This helps to ensure accuracy and compliance with statutory guidelines one the actual budget is adopted. 
NOTE: All meetings of the budget committee operate the same as a board meeting. A notice must be posted at least 
48 hours before the budget meeting is to be held. The time, place, and agenda must be shown on the notice and the 
budget meeting must be open to all owners the same as a board meeting. The chairman of the meeting can set rules, 
but must allow owner participation. Parliamentary rules should be followed at the meetings. 
The development of accounts and expense classifications for the proposed budget are based upon the community’s 
financial history and the experience of previous years’ expenditures. New anticipated expenses can be estimated from 
comparisons in the marketplace or from the experience of other condominium communities. Accounts are to be 
separated into categories of general operations and into at least three (3) mandatory reserve categories. Consideration 
should also be given to the amount of percentage increase over the previous years’ budget. 
Categories and classifications within the proposed budget must deal separately with the common expenses of the 
condominium, expenses for the maintenance and operation of association-owned property, expenses for limited 
common elements maintained by the association, and for expenses directly attributable to individual unit owners. Each 
classification should be based upon realistic estimates, and should be set forth in sufficient detail so that each category 
can be justified as a legitimate expense and notes should be included to expand the details of each category. 
The association declarations and bylaws, along with certain Florida Statutes, set forth the responsibilities assumed by 
the association for preparing, implementing, and funding the annual budget. Because there is no standardization of 
declarations and bylaws, there is no standard wording for budget topics other than those mandated by state rules. 
There are however basic fundamental procedures that are quite familiar to the experts in the field of budgets. The 
board, Budget Committee, and unit owners, in consultation with a State Licensed Independent Certified Accountant of 
financial expert in condominium budgets will be able to assist the association should the need arise. The state rules will 
provide guidelines and procedure for the annual estimated budget. 
 
III., 1., a. Expenditure Categories 718.504 (21) BUDGETS & 718.113 (1) 

718.504(21)(c) An estimated operating budget for the condominium and the association, and a schedule of the unit 
owner's expenses shall be attached as an exhibit and shall contain the following information: 

(a)  The estimated monthly and annual expenses of the condominium and the association that are collected from unit 
owners by assessments. 

(b)  The estimated monthly and annual expenses of each unit owner for a unit, other than common expenses paid by all 
unit owners, payable by the unit owner to persons or entities other than the association, as well as to the association, 
including fees assessed pursuant to s. 718.113(1) for maintenance of limited common elements where such costs are 
shared only by those entitled to use the limited common element, and the total estimated monthly and annual expense. 
There may be excluded from this estimate expenses which are not provided for or contemplated by the condominium 
documents, including, but not limited to, the costs of private telephone; maintenance of the interior of condominium 
units, which is not the obligation of the association; maid or janitorial services privately contracted for by the unit 
owners; utility bills billed directly to each unit owner for utility services to his or her unit; insurance premiums other than 
those incurred for policies obtained by the condominium; and similar personal expenses of the unit owner. A unit 
owner's estimated payments for assessments shall also be stated in the estimated amounts for the times when they will 
be due. 

http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=Ch0718/Sec113.HTM
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(c)  The estimated items of expenses of the condominium and the association, except as excluded under paragraph (d), 
including, but not limited to, the following items, which shall be stated as an association expense collectible by 
assessments or as unit owners' expenses payable to persons other than the association: 

1.  Expenses for the association and condominium: 
a.  Administration of the association. 
b.  Management fees. 
c.  Maintenance. 
d.  Rent for recreational and other commonly used facilities. 
e.  Taxes upon association property. 
f.  Taxes upon leased areas. 
g.  Insurance. 
h.  Security provisions. 
i.  Other expenses. 
j.  Operating capital. 
k.  Reserves. 
l.  Fees payable to the division. 

2.  Expenses for a unit owner: 
a.  Rent for the unit, if subject to a lease. 
b.  Rent payable by the unit owner directly to the lessor or agent under any recreational lease or lease for the 
use of commonly used facilities, which use and payment is a mandatory condition of ownership and is not 
included in the common expense or assessments for common maintenance paid by the unit owners to the 
association. 
 

(d)  The following statement in conspicuous type is to appear on developer budgets:  
THE BUDGET CONTAINED IN THIS OFFERING CIRCULAR HAS BEEN PREPARED IN ACCORDANCE WITH THE 

CONDOMINIUM ACT AND IS A GOOD FAITH ESTIMATE ONLY AND REPRESENTS AN APPROXIMATION OF FUTURE 
EXPENSES BASED ON FACTS AND CIRCUMSTANCES EXISTING AT THE TIME OF ITS PREPARATION. ACTUAL COSTS OF 

SUCH ITEMS MAY EXCEED THE ESTIMATED COSTS. SUCH CHANGES IN COST DO NOT CONSTITUTE MATERIAL ADVERSE 
CHANGES IN THE OFFERING. 

(e)  Each budget for an association prepared by a developer consistent with this subsection shall be prepared in good 
faith and shall reflect accurate estimated amounts for the required items in paragraph (c) at the time of the filing of the 
offering circular with the division, and subsequent increased amounts of any item included in the association's 
estimated budget that are beyond the control of the developer shall not be considered an amendment that would give 
rise to rescission rights set forth in s. 718.503(1)(a) or (b), nor shall such increases modify, void, or otherwise affect any 
guarantee of the developer contained in the offering circular or any purchase contract. It is the intent of this paragraph 
to clarify existing law. 

(f)  The estimated amounts shall be stated for a period of at least 12 months and may distinguish between the period 
prior to the time unit owners other than the developer elect a majority of the board of administration and the period 
after that date. 

Once the budget has been adopted, the total amount of revenue required for the fiscal year of the association has also 
been determined. The board of administration must next identify each source of revenue that will help to fund the 
annual budget, including the unit owners’ assessments. 
 

 
 
 

http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=Ch0718/Sec503.HTM
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III: 1., b. Funding the Budget 
The most common assessments are those required to fund the association’s annual budget (ch. 718.103 (1), F.S.). The 
funding requirements for the budget and the assessments that is required from each owner to meet those 
requirements are determined simultaneously when the community’s budget is adopted. The condominium unit serves 
as security for the payment of all assessments that are properly levied by the association. 
The owner of the condominium unit is liable for all assessments coming due while her or she is the owner of the unit. 
When a unit is sold, the buyer becomes jointly and severally liable for all unpaid assessments for common expenses 
prior to the time of the sale. The buyer may attempt to recover the unpaid assessments from the seller, but the 
condominium association may look to both individuals for payment of the unpaid assessment. 
Once the budget has been adopted, the total amount of revenue required for the fiscal year of the association has also 
been determined. The board of directors must next identify each source of revenue that will help to fund the annual 
budget, including the unit owners’ assessments. Some associations may have rental fees or other sources of revenue to 
help defer the costs of the annual budget, but the substantial share of the funds required for the payment of the 
common expenses and funding of the budget will be levied as assessments against the individual unit owners of the 
condominium (ch. 718.103 (1), F.S.). When the amount of the assessments has been determined, the board of directors 
is required to establish a payment schedule for the owners in the manner required by the association bylaws. In making 
such a determination, the board must require that the payments be made in advance and that they be made at least 
quarterly. 
The payments must be sufficient to provide the funds necessary to pay for all of the anticipated operating expenses and 
all unpaid expenses previously incurred (ch. 718.112 (2)(g), F.S.). 
The most traditional payment schedule for assessments is monthly, in advance of the due date, although the board is 
allowed the flexibility to tailor payment schedules to fit the particular accounting practices of the community to the 
extent that the association bylaws permit. 
 

III: 1., c. Budget Adoption Procedures: PROPER NOTICE AND ADOPTION OF THE BUDGET 
Whether the budget is to be adopted by a vote of the membership or by a vote of the board of directors, written notice 
and copies of the proposed annual budget must be mailed or hand delivered to the unit owners (ch. 718.112 (2)(e), F.S.). 
This notice must be given to each owner at least fourteen (14) days before the meeting is actually held. If the budget is 
to be adopted by the unit owners, then the notice will be for a membership meeting. If the budget is to be adopted by 
the board of directors, then the notice shall be for the board meeting and shall invite owners to attend, speak, and 
observe. 
The written notice for either budget meeting must provide the time and place for the meeting and must state that the 
purpose is for the consideration and adoption of the budget. Evidence that notice for the budget meeting has been 
properly given must be by an affidavit of an officer of the association, or the manager or other person providing notice 
of the meeting. The affidavit must be maintained as part of the official records of the association (ch. 718.112 (2)(e), 
F.S.). 
When the bylaws or the declaration of condominium permit, the budget may be adopted by the board of directors (ch. 
718.112 (2)(e), F.S.). For proper adoption, a quorum of the board must be present at the meeting and a majority of the 
quorum must approve the budget. If the bylaws or the declaration do not permit the board to adopt the budget, then 
the budget must be adopted by the membership. The budget may be considered at a membership meeting where a 
quorum is present and approved upon a majority vote of the quorum. 
The budget may be adopted by the membership in writing instead of at a meeting, but it must be approved by a 
majority of all the voting interests in the community (ch. 718.112 (2) (e), F.S.). 
The minutes of the meeting where the budget is approved should reflect the motion of adoption, and the budget 
thereafter becomes a permanent part of the association’s financial records. 
If adoption is by written approval, then the approvals must be retained as a permanent part of the association’s records. 
A copy of the proposed and adopted budgets must be maintained as part of the financial records of the association. 
The proposed budget submitted by the board of directors must include the mandatory reserves when it is distributed to 
the membership. It is permissible, however, for the board to include supplemental information that compares the 
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proposed budget and assessment levels with reserves to an alternative which shows a financial plan and assessment 
levels if the reserves are waived by a proper membership vote. Unless properly waived or reduced, reserves must be 
fully funded in at least the same frequency that assessments are due from unit owners (ch. 61B-22.052 (1), F.A.C.). 
 

III: 1., d Reserve Requirements – Condos & Co-Ops 
The proposed budget submitted by the board of directors must include the mandatory reserves when it is distributed to 
the membership. More frequently referred to as “reserves,” this part of the budget must also be set out by account and 
expense classification. The proposed budget must contain all of the reserve expense classifications required by the 
Condominium Act, with the projections for full funding of the capital expenditures and deferred maintenance shown. 
The proposed budget cannot anticipate that reserves will be waived by the membership or that they will provide for 
reserves in an amount less than is adequate (ch. 61B-22.003 (1)(d), F.A.C.). During the formal adoption procedures the 
proposed budget becomes the actual budget, but only a majority of the membership present may remove or modify the 
reserve provisions. The approvals must be retained as a permanent part of the association’s records of the financial 
records of the association. 
The Condominium Act requires, at a minimum, three (3) categories of reserves in each proposed budget: 

1. Roof replacement 
2. Building painting, and 
3. Pavement resurfacing 

The Condominium Act further requires a reserve account for any item for which deferred maintenance expense or 
replacement cost is greater than $10,000 (ch. 718.112(2)(j) 2, F.S.). It is appropriate for the community to consider 
these additional categories of required expenditures. Such items of deferred maintenance may include other major 
property components such as the swimming pool, seawall or similar improvement. Each new budget must state the 
balance existing in each reserve account at the time the budget is adopted. It is permissible, however, for the board to 
include supplemental information that compares the proposed budget and assessment levels with reserves to an 
alternative which shows a financial plan and assessments levels if the reserves are waived by a proper membership vote. 
Unless properly waived or reduced, reserves must be fully funded in at least the same frequency that assessments are 
due from unit owners (ch. 61B-22.0052 (1), F.A.C.). 
 

III: 1., d., 1. Pooled Reserves 
 
Pooled reserves – Effective December 23, 2002, Rules 61B-22.003-61B-22.005, Florida Administrative Code, were 
amended to allow associations to establish “pooled” reserve accounts instead of, or in addition to, individual reserve 
accounts. This means than association may have a single source of funds to pay for multiple categories of reserve 
expenses. For example, if an association establishes a pooled reserve account for roof replacement, building painting, 
and pavement resurfacing, funds may be drawn from this account to pay for any of the three items. Prior to the change 
in the rules associations were required to maintain separate accounts for each of these items and approval from the 
membership would be required in order to use funds from one category to pay for another. 
 
 
 
 
 
 
Note: A one-time voting approval of the majority of unit owners would be require, if an association chooses to 
consolidate its existing reserve component, into one line reserve item. Thereafter, only one reserve fund balance 
would be required. The one-time majority unit owner approval is required in order to use pooled funds to pay for any 
expenses that are not allocable to the categories included in the pooled funds. 
 
In simple terms, and using the prior example of “pooling,” the majority unit owner approval must be obtained at a 
Special Membership Meeting or at the annual meeting. A pooled reserve account is not the same as a general deferred 

The application of the “pooled reserve funding,” is set forth in Section 61B-22.005 of the Florida 
Administrative Code (F.A.C.), which interprets, enforces, and implements the Florida Statutes. 
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maintenance and capital expenditures account because the pooled account is restricted to the items specified in the 
pooled reserves schedule. A general deferred-maintenance -and-capital-expenditures account may be used for any 
items meeting the definition of these two terms. Consequently, a pooled account may meet the statutory requirements 
by including the items required by the law, but a general deferred- maintenance -and-capital-expenditures account is 
not a reserve account required by law because it is not required to be based on any known expenses at the time the 
account is established. 
 

III: 1. d. 2, POOLED FUNDING. added by the legislature in 2002. 
 

COMPARISON OF RESERVES = SAMPLE 
>FULL FUNDING<                             VS              >POOLED FUNDING< 

Calculates the annual fiscal year contribution by 
dividing the components unfunded balance by its 
estimated useful life. 

Calculates the reserve contribution to offset the 
variable fiscal year expenditures from the reserve 
fund. 

A component’s unfunded balance is its 
replacement cost less the components reserve 
balance at the beginning of the fiscal year. The 
annual funding for each reserve component is 
calculated as a percentage of 100 and its 
proportion is funded by the resulting percentage. 

Funds from the beginning balance are pooled and 
a minimum annual contribution is calculated to 
provide positive cash flow and reserve balance to 
fund projected expenditures. 

Contribution rate based on the estimated current 
or future replacement costs. 

Utilizes the estimated future replacement cost for 
reserve  components when they are due for 
replacement. 

Requires 100% fully funding of the components 
which is funded at the same frequency as 
assessments are collected.  

Does not require 100% funding of components to 
meet projected future expenditures. 

Use of funds for other than their originally 
intended use requires unit owner approval prior 
to the expenditure. 

Reserve funds are to be used for expenditures 
related to any pooled component without unit 
owner approval. 

Interest income may be added into any reserve 
line item by a vote of the board. 

Interest income may be added to the pooled 
reserves and does not need a vote of the board. 

Funding in excess of budget resulting in a 
operating surplus may be transferred to the 
reserves at the discretion and vote of the board. 
Board action must show in the minutes. 

The same method of transfer is applied as in the 
fully funded reserves. The board must vote the 
transfer so the transfer is shown in the minutes. 

REMEMBER: The membership has the option to vote at the annual meeting not to fund reserves. The vote of the 

members not to fund reserves must be done annually. 
 

III: 1., e. Amending the Budget 
Amendments require specific membership approval, such as those which authorize the use of designated reserves for 
other purposes. General budget amendments not requiring a special vote or the adoption of an amended budget, 
require the board of directors to follow the same procedures that are used for adopting the original budget. The 
amended budget, or budget amendment, together with a notice of the meeting at which it is to be considered, must be 
mailed to all unit owners 14 days prior to the date of the special meeting. 
 

III., 1., f. Surplus Funds, commonly known as: FUNDS IN EXCESS OF BUDGET. 
The unexpended portions of the budget become part of the common surplus of the condominium. This surplus included 
all excess monies retained by the association after deduction of all the expenses incurred in carrying out the affairs of 
the association (ch. 718.103 (9), F.S.). The excess funds result from unexpected income and from expenses less than 
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those actually anticipated. The board should accurately determine the amount of excess funds in the possession of the 
association at the end of the fiscal year so an appropriate disposition of these monies can be made. 
If the association has been organized as a corporation not for profit and the common surplus does not result from 
excess funds from a special assessment, it cannot be returned directly to the unit owners and an alternative  disposition 
must be used (ch. 617.0140 (1), (5) and ch. 617.0505 (1), F.S.). The excess funds can be credited towards the next year’s 
budget for the benefit of unit owners in the same percentage as their ownership in the common elements (ch. 718.115 
(3), F.S.), or the surplus can be allocated to the reserve accounts of the association. 
 

III., 1., g. Recalling the Budget (718.112 (e)) 
2.a.  If a board adopts in any fiscal year an annual budget which requires assessments against unit owners which 
exceed 115 percent of assessments for the preceding fiscal year, the board shall conduct a special meeting of the unit 
owners to consider a substitute budget if the board receives, within 21 days after adoption of the annual budget, a 
written request for a special meeting from at least 10 percent of all voting interests. The special meeting shall be 
conducted within 60 days after adoption of the annual budget. At least 14 days prior to such special meeting, the board 
shall hand deliver to each unit owner, or mail to each unit owner at the address last furnished to the association, a 
notice of the meeting. An officer or manager of the association, or other person providing notice of such meeting shall 
execute an affidavit evidencing compliance with this notice requirement, and such affidavit shall be filed among the 
official records of the association. Unit owners may consider and adopt a substitute budget at the special meeting. A 
substitute budget is adopted if approved by a majority of all voting interests unless the bylaws require adoption by a 
greater percentage of voting interests. If there is not a quorum at the special meeting or a substitute budget is not 
adopted, the new annual budget that was originally adopted by the board shall take effect as scheduled.  
 
b.  Any determination of whether assessments exceed 115 percent of assessments for the prior fiscal year shall 
exclude any authorized provision for reasonable reserves for repair or replacement of the condominium property, 
anticipated expenses of the association which the board does not expect to be incurred on a regular or annual basis, 
or assessments for betterments to the condominium property.  

 
III: 2., a., b., Budget for Reserves 
III: 2., a. Governing Document Existence 
The documents along with certain Florida Statutes, set forth the responsibilities assumed by the association for 
providing a financial plan, the budget, for the operation of the association. All associations, cooperatives, and vacation 
time-share plans are required by the declaration or bylaws, to have a budget. The budget is, quite simply, an estimate of 
the coming fiscal year’s financial obligations and is the basis for unit owner’s annual maintenance fee. 
 

III: 2., b. Reserves, Waiver, and Transfer Procedures 
The vote of the membership to use reserve funds for purposes other than that for which they were collected must take 
place at a properly called members’ meeting. The alternative use of reserve funds must be approved by a majority of the 
total voting interests of the association. The restriction on the use of reserve funds for capital expenditures and deferred 
maintenance applies to monies which are collected through the normal budgetary process and to any interest which is 
earned on each of the collected reserve funds (ch. 718.112 (2) (f) 3, F.S.). 
Such funds may not be delivered to other uses without first obtaining a majority vote of the voting interests in the 
community (ch. 61B-22.0052 (2), F.A.C.). 
 
HOA’s organized under Ch. 720 F.S. are not required to have reserve accounts. 

 (c)1. If the budget of the association does not provide for reserve accounts pursuant to paragraph (d) 
and the association is responsible for the repair and maintenance of capital improvements that may 
result in a special assessment if reserves are not provided, each financial report for the preceding fiscal 
year required by subsection (7) must contain the following statement in conspicuous type: 
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THE BUDGET OF THE ASSOCIATION DOES NOT PROVIDE FOR RESERVE ACCOUNTS FOR CAPITAL 
EXPENDITURES AND DEFERRED MAINTENANCE THAT MAY RESULT IN SPECIAL ASSESSMENTS. OWNERS MAY 
ELECT TO PROVIDE FOR RESERVE ACCOUNTS PURSUANT TO SECTION 720.303(6), FLORIDA STATUTES, UPON 

OBTAINING THE APPROVAL OF A MAJORITY OF THE TOTAL VOTING INTERESTS OF THE ASSOCIATION BY 
VOTE OF THE MEMBERS AT A MEETING OR BY WRITTEN CONSENT. 

 
Or, if the HOA has “capital accounts”: 
2. If the budget of the association does provide for funding accounts for deferred expenditures, including, but not 
limited to, funds for capital expenditures and deferred maintenance, but such accounts are not created or established 
pursuant to paragraph (d), each financial report for the preceding fiscal year required under subsection (7) must also 
contain the following statement in conspicuous type: 

THE BUDGET OF THE ASSOCIATION PROVIDES FOR LIMITED VOLUNTARY DEFERRED EXPENDITURE 

ACCOUNTS, INCLUDING CAPITAL EXPENDITURES AND DEFERRED MAINTENANCE, SUBJECT TO LIMITS 

ON FUNDING CONTAINED IN OUR GOVERNING DOCUMENTS. BECAUSE THE OWNERS HAVE NOT 

ELECTED TO PROVIDE FOR RESERVE ACCOUNTS PURSUANT TO SECTION 720.303(6), FLORIDA 

STATUTES, THESE FUNDS ARE NOT SUBJECT TO THE RESTRICTIONS ON USE OF SUCH FUNDS SET FORTH 

IN THAT STATUTE, NOR ARE RESERVES CALCULATED IN ACCORDANCE WITH THAT STATUTE. 
 
 

III: 3 Annual Financial Reporting 
 
III: 3, a. Knowledge of Reserve Disclosures 
The summary of reserve account activity must identify each account by separate line item and must show the amount of 
collections currently on deposit in each reserve account. The summary must show the amount that has been spent from 
each reserve account or removed from that account and transferred to another association account. The report finally 
must show the balance in each reserve account at the end of the period covered by the report (ch. 61B-22.006 (3), 
F.A.C.). 
 

III: 3., b. Knowledge of Annual Financial Report and Financial Statement Requirements 
 
Annual Financial Reports – 
Each year, associations are required to prepare an annual financial report for the distribution to the unit owners. 
Copies of the year-end financial information must be maintained by the association and be available to both unit owners 
and prospective purchasers at a reasonable cost.  A copy of this year-end financial information must be provided to 
prospective purchasers at the seller’s expense at the time a unit is resold, and each purchaser must acknowledge receipt 
of the information prior to acquiring the property. Similarly, the developer is required to provide a copy of the year-end 
information, together with  the required prospectus, to all new unit owners purchasing in the community (ch.718.504, 
F.S.). 
Financial Statements and Audits. Unless this requirement is waived by a majority of the voting interest of the 
association present at a duly called meeting, the independent financial report must be a complete set of financial 
statements formally compiled, reviewed, or audited by a certified public accountant in accordance with good 
accounting principles (ch. 61B-22.004(1), F.A.C). The specific levels of formal review are established by the rules of the 
Division of Florida Land Sales, Condominium and Mobile Homes. The completed financial statements must be 
distributed to unit owners ninety (90) days following the end of the previous fiscal year or annually on the date required 
in the association bylaws (ch.718.111 (14), F.S.). 
Associations having annual receipts in excess of $150,000.00, but less than $300,000.00 must deliver “compiled” 
financial statements to the owners. This standard is a basic gathering of the association’s financial information in the 

http://www.leg.state.fl.us/Statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=0700-0799/0720/Sections/0720.303.html
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generally accepted format for financial statements. The statements must be prepared on the accrual basis using fund 
accounting and they must include a statement of revenues and expenses, a statement of charges in fund balances, a 
statement of sources and uses of cash, and balance sheet and notes (ch61bB-22.004 (1)(a), F.A.C.). 
Condominium associations having annual receipts off at least $300,000.00, but less than $500,000.00, must deliver 
“reviewed” financial statements to owners (ch. 61B-22.0061 (1)(b), F.A.C.).The review is a basic critique and analysis of 
the financial policies, practices, and trends of the association with appropriate analysis by the accounting professional. 
For associations having annual receipts of $500,000.00 or more, audited financial statements are required (ch. 61B-
22.0061 (1)(c), F.A.C .), the audited financial statements are an independent confirmation of the association’s financial 
activities by the professional accountant. 
The accountant will be required to make actual inspections of the association’s receipts and expenditures and other 
financial source documents, and must then provide the appropriate formal audit analysis. 
The requirement to have the financial statements of the association compiled, reviewed, or audited may be waived for 
any fiscal year by the unit owners. The waiver must be approved at a meeting of the association held not less than thirty 
(30) days prior to the end of the fiscal year by a majority of the voting interests of the association present at the meeting 
(ch. 178.111 (14), F.S.). 
The annual financial report must also show separately the association’s income. It must identify the assessments 
received from the unit owners and the developer, all other income received by the association (ch. 61B-23.006 (2), 
F.A.C.). 
 

FINANCIAL STATEMENTS 
 
Financial statements are required when associations have more than $150,000 in annual revenues. 
 

 
COMPILED 

 
REVIEWED 

 
AUDITED 

 
 

More than $150,000, but 
less than $300,000. 

 
 

At least $300,000, but less 
than $500,000 

 
 

$500,000 or more 

 
Must be prepared on the accrual basis using fund accounting in accordance with generally accepted accounting 
principles. 
 
Must be delivered to the unit owners within 90 days following the end of the fiscal year or by the date that is 
provided in the bylaws. If the association is not required to prepare a financial statement, but chooses to do so, the 
statement must be mailed or delivered to the owners in the same time frame as financial reports (see below). 
 
Include reserve disclosures regardless of whether reserves were waived. 
 
Should contain line items which correspond to line items stated in the approved budget. 
 
An association that has less than $150,000 in revenue  shall prepare a report of cash receipts and expenditures in lieu 
of financial statements. 
 
A report of cash receipts and disbursements must disclose the amount of receipts by accounts and receipt classifications 
and the amount of expenses by accounts and expense classifications, including, but not limited to, the following, as 
applicable: costs for security, professional and management fees and expenses, taxes, costs for recreation facilities, 
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expenses for refuse collection and utility services, expenses for lawn care, costs for building maintenance and repair, 
insurance costs, administration and salary expenses, and reserves accumulated and expended for capital expenditures, 
deferred maintenance, and any other category for which the association maintains reserves. 
 
 

III: 3. c. Knowledge of Control and Disbursement of Funds 
The financial management of the association is the function of the officers and the board. Proper utilization of 
resources can easily make the association successful. The unit owners, annually, elect representative to manage their 
business enterprise; the association. The board and its officers are then entrusted for the day-to-day operational and 
management responsibilities of the association. All associations must maintain accounting records which indentify, 
measure, record, and communicate financial information. Sufficient detail must be provided to determine the revenues 
and expenses, or receipts and disbursements of the owner’s funds. 
 
 
The Treasurer: 
The treasurer is the custodian of the funds, securities, and financial records for the association. When the association 
has a manager or other employee that actually handles the funds, then the treasurers’ duties will include overseeing the 
appropriate employees to insure that the financial records are reports are properly kept and maintained. Unless the 
bylaws otherwise specify, the treasurer is responsible for coordinating the development of the proposed annual budget 
and for preparing and giving the annual financial report.  The annual financial report must be provided within ninety 
(90) days of the end of each fiscal year or calendar year, or annually on a date provided in the bylaws, covering the 
preceding twelve (12) months of the association’s activities (ch.718.111 (13), F.S.). 
 
 

III: 4., a. Utilize Reserve Funds 
Reserve funds must be segregated from the general operating funds of the association and specifically identified as 
reserves. By doing so, the association will avoid adverse tax consequences on funds which are collected and held for a 
period longer than the association’s fiscal year. This procedure also allows the funds to be separately managed in 
interest-bearing accounts for the benefit of the community. 
The funds on deposit in the association reserve accounts and interest earned on those funds may be used by the board 
of directors from time to time so long as they are spent for the same purposed for which they were collected. 
Reserve funds in the roofing account must be used for roof repairs. Those in the building painting account are for 
building painting purposes. Funds and accrued interest from one category of reserves may not be used for another 
category or for other general operation purposes without a specific vote of the community membership (ch. 718.112 
92)(f) 3, F.S. & ch. 61B-22.052 (2), F.A.C.). If a fully amended budget is to be considered, then the proposal must include 
the mandatory reserves. If only a part of the association budget is being amended and no change is proposed to the 
policy previously established on reserves, then reserves or a waiver of the reserves does not have to be considered at 
the time that the budget amendment is considered. Any budget amendment will apply only for the remaining balance of 
the twelve (12) month period of the originally adopted budget. 
 

III: 4, b. Knowledge of Governing Document Existence 
The recorded declaration and bylaws should contain much of the details for the annual budget, the association fiscal 
year, meeting dates, and much more. The documents may give the officers certain authority such as adopting the annual 
budget after giving the 14 day proper notice for the budget adoption meeting. The documents may give the detail for 
when assessments are due and much more about fiscal management of the association. Statutory requirements are also 
required and the chapter of Florida Statutes under which the association is authorized to operate should be reviewed 
and a current copy of all documents must be maintained in the association’s official records. 
 

III: 4, c. Appropriate Use of Reserve Funds 
BUDGET FOR CAPITAL EXPENSES AND DEFERRED MAINTENANCE 
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A separate portion of the budget for every condominium must be set aside for capital expenses and deferred 
maintenance. Some communities include a budget category for general reserves or “contingency reserves” that are not 
restricted to a specified use or component of the condominium property. These contingency reserves and other 
categories of expense not restricted to a specific use are not considered reserves under the Condominium Act, and are 
appropriately stated in the operating portion of the budget rather than the reserve portion of the budget  
(ch. 61B-22.003 (2), F.A.C.). The required reserve categories of the budget are for specified items of expense that do not 
occur on a regular or recurring basis (ch. 61B-22.005, F.A.C.). These accounts provide accounts funds for the  
major capital repairs or replacements that are needed intermittently throughout the life of the condominium. 
Replacement of a roof may occur once every twenty years, while repainting of the exterior of the buildings may  
occur once every five years. 
The reserve items in the budget are designed to insure that funds will be available for these repairs when they are 
needed without the necessity of large special assessments against individual unit owners (ch. 61B-21.0051 (1), F.A.C.). 
The reserve funds of the association must be maintained in separate accounts and may not be comingled with the 
operating funds of the association (ch. 718.111 (15), F.S.). 
The amount of reserves for each budget category is computed by means of a formula. It is based upon the estimated life 
and estimated replacement cost for the capital component of the condominium property involved. The formula will vary 
with each condominium because it is based upon the specific factual situation surrounding the improvement for which 
the reserve is being established. 
The formula may be adjusted annually to take into account any extension of the useful life of a property component as a 
result of deferred maintenance (ch. 718.112 (2)(f) 2, F.S.). the board of directors has the latitude to evaluate the 
estimated useful life of the budget item, the approximate cost of its repair or replacement, and the amount which  
should be properly allocated to the current year’s budget. Although no specific basis for the formula is set out in the 
Condominium Act, the board must be able to justify the actual formula it selects. The formula must be a part of the 
association’s financial records and stated or shown in the proposed budget (ch. 61B-22.003 (1)(e), F.A.C.). 
To the extent permitted by the Condominium Act (ch. 718.112 (2)(f) 2, F.S.), or by vote of the members, the association 
may choose to reserve based upon a percentage of the overall operating budget. 
 

III: 5. Collecting Assessments 
III: 5, a. Knowledge of Time and Due Dates of Assessments 
Condominium and Co-OP assessments are due annually and are divided into either 12 monthly payments or 4 
quarterly payments. Refer to the association bylaws for additional detail. Normally, in a vacation time share plan, the 
assessment it due within the quarter the week or weeks are owned or annually depending  upon the wording in the 
bylaws. When the amount of the assessments has been determined, the board of directors is required to establish a 
payment schedule for the owners in the manner required by the association bylaws. In making such a determination, the 
board must require that the payments be made in advance and that they be made at least quarterly. 
The payments must be sufficient to provide the funds necessary to pay for all of the anticipated operating expenses and 
all unpaid expenses previously incurred (ch. 718.112 (2)(g), F.S.). 
The most traditional payment schedule for assessments is monthly, in advance of the due date, although the board is 
allowed the flexibility to tailor payment schedules to fit the particular accounting practices of the community to the 
extent that the association bylaws permit. 
 

III: 5, b. Knowledge of the Developer Obligation for Assessments 
Assessment Responsibilities of the Developer. From the time of creation of the condominium and until the sale of units 
to a purchaser, the developer is the unit owner. As a unit owner, the developer is liable for all assessments that come 
due while title is held by the developer regardless of how title is acquired unless excused under the provisions of the 
Condominium Act (§718.116 (9)(a), F.S.). The obligation of the developer to pay a proportionate share of the common 
expenses applies to both assessments and special assessments. The developer-owned units are not excused from 
liability for payment of expenses and the statutory obligation to pay assessments. 
During the period that a developer guarantees the common expenses for the condominium association, the guarantee 
does not extend to uninsured losses resulting from a natural disaster or an act of God, provided that the developer-
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controlled association has obtained and maintained the required insurance for the condominium. When a loss occurs 
under these circumstances, each unit owner, including the developer, assumes a proportional share of the uninsured 
loss to the condominium property (§718.116 (9)(a), F.S.). 
The failure of the developer-controlled association to exercise due diligence to maintain adequate insurance coverage 
for the condominium is a breach of the fiduciary responsibility by the developer-members of the board of directors. 
 

III: 5, c. Knowledge of Liability for Assessments – LIABILITY FOR ASSESSMENTS 
The condominium unit serves as security for the payment of all assessments that are properly levied by the association. 
The owner of the condominium unit is liable for all assessments coming due while he or she is the unit owner of the unit. 
When a unit is sold, the buyer becomes jointly and severally liable for all unpaid assessments for common expenses 
prior to the time of the sale. The buyer may attempt to recover the unpaid assessments from the seller, but the 
condominium association may look to both individuals for payment of the unpaid assessment. 
The board should be aware that the title company will require the associations to sign off on what monies are due the 
association prior to closing by requesting an Estoppel Form. The board should use this tool to their advantage! The 
unit can’t close without association settlement. The fact that the unpaid assessments becomes a burden upon the 
remaining unit owners is ample reason for the board of directors to pursue all of its available collection alternatives 
when an owner withholds payment of an assessment  or an assessment installment. Additionally, the board should not 
overlook the responsibility of the new owner of a unit where assessments were determined to be uncollectible to insure 
that the new owner assumes a proportionate share of the uncollectible expenses. 
 
SPECIAL ASSESSMENTS 
All of the proceeds collected from special assessments must be used for specific purpose or purposes set forth in the 
notice to unit owners. Once the purpose or purposes of the special assessment have been completed, the excess funds 
are considered surplus and the board has the authority to put back in the reserves to defer further assessments or 
refund to owners. 
 

Recent HOA Legislation  
 

Special Assessments: 
Section 720.315, Florida Statutes, is created to read: 
720.315 Passage of special assessments.—Before turnover, the board of directors controlled by the developer may  
not levy a special assessment unless a majority of the parcel owners other than the developer have approved the  
special assessment by a majority vote at a duly called special meeting of the membership at which a quorum is 
 present. 
 

III: 5, d. Knowledge of Association Assessment Records 
“Accounting records” include all of the books and records and any other records that identify, measure, record, and/or 
communicate financial information whether the records are maintained electronically or otherwise are all association 
records. 
 

III: 5, e. Knowledge of Procedures for Levying Assessments 
Funding of the budget is accompanied by assessments against each unit owner which insure that funds are available to 
meet the anticipated expenditures. A special assessment is one which is levied against unit owners for expenses over 
and above those anticipated by the annual budget (ch. 718.103 (21), F.S.). A need for special assessments may arise 
from unanticipated expenses, or from expenses to meet deferred maintenance but not provided for in the reserve 
accounts of the association budget. 
 
 
Note to student: Refer to the various chapters for the actual time frames required for the delivering of the financial report .           
ALWAYS REFER TO THE BYLAWS 


