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INDEPENDENT AUDITORS’ REPORT

Board of Directors

Neighborhood Renaissance, Inc.
and Subsidiary

West Palm Beach, Florida

We have audited the accompanying consolidated statement of financial position of Neighborhood Renaissance,
Inc. and Subsidiary (the Organization) as of September 30, 2017, and the related consolidated statements of
activities and cash flows for the year then ended, and the notes to the consolidated financial statements. These
financial statements are the responsibility of Neighborhood Renaissance, Inc. and Subsidiary’s management.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Neighborhood Renaissance, Inc. and Subsidiary as of September 30, 2017, and the changes in
its net assets and its cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

641 University Boulevard, Suite 210, Jupiter, FL 33458 (561) 622-9990 fax: (561) 622-2523



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 18, 2018, on our
consideration of Neighborhood Renaissance, Inc. and Subsidiary’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Supplementary Information

Our audit was made for the purpose of forming an opinion on the consolidated financial statements taken as a
whole. The accompanying supplementary information listed on the table of contents is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the consolidated financial statements and, in our
opinion, is fairly stated in all material respects in relation to the consolidated financial statements taken as a whole.
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Friedman, Feldmesser & Karpeles, CPA, LLC
Jupiter, FL
April 18, 2018




NEIGHBORHOOD RENAISSANCE, INC. AND SUBSIDIARY

(a Non-Profit Corporation)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

SEPTEMBER 30, 2017

ASSETS

Cash in bank-operating

Cash in bank-HOME/Coleman Park
Cash in bank-security deposits

Cash in bank-NSP2 reserve for repairs
Accounts receivable

Reimbursements receivable

Prepaid expenses

Property and equipment-net

Property under development

Land
Deposits
TOTAL ASSETS
LIABILITIES AND NET ASSETS
LIABILITIES

Accounts payable

Security deposits payable
Accrued and other liabilities
Notes and mortgages payable

TOTAL LIABILITIES
NET ASSETS
'Unrestricted

TOTAL LIABILITIES AND NET ASSETS

$ 721867
122,017
60,595
737,798
2,472
1,757,451
130,897
9,931,197
2,839,286
720,000
4,611

$ 17,028,191

$ 359,332
60,417
6,160
3,133,731

3,559,640

13,468,551

$ 17,028,191

See accountants' audit report and accompanying footnotes
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NEIGHBORHOOD RENAISSANCE, INC. AND SUBSIDIARY

{a Non-Profit Corporation)

CONSOLIDATING STATEMENT OF FINANCIAL POSITION

SEPTEMBER 30, 2017

ASSETS

Cash in bank-operating

Cash in bank-HOME/Coleman Park
Cash in bank-security deposits

Cash in bank-NSP2 reserve for repairs
Accounts Receivable
Reimbursements receivable

Prepaid expenses

Property and equipment-net
Property under development

Land
Deposits

LIABILITIES

Accounts payable

TOTAL ASSETS

LIABILITIES AND NET ASSETS

Security deposits payable
Accrued and other liabilities
Notes and mortgages payable

NET ASSETS

Unrestricted

TOTAL LIABILITIES

Neighborhood Your Way
Renaissance, Inc  Home Realty,Inc.  Eliminations Totals

$ 718,289 $ 3,678 $ - % 721,867
122,017 - - 122,017
60,595 - - 60,595
737,798 - - 737,798
153,118 - (150,646) 2,472
1,757,451 - - 1,757,451
130,897 - 130,897
9,931,197 - - 9,931,197
2,839,286 - - 2,839,286
720,000 - - 720,000
4,611 - - 4,611
$ 17,175,259 $ 3,678 $(150,646) $17,028,191
$ 359,332 $ 150,646 $(150,646) $ 359,332
60,417 - - 60,417
6,160 6,160
3,133,731 - - 3,133,731
3,559,640 150,646 (150,646) 3,659,640
13,615,619 (147,068) - 13,468,551
$ 3,578 ($150,6486) 17,028,191

TOTAL LIABILITIES AND NET ASSETS _$ 17,175,259

See accountants' audit report and accompanying footnotes
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NEIGHBORHOOD RENAISSANCE, INC. AND SUBSIDIARY
(a Non-Profit Corporation) :
CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

REVENUES AND OTHER SUPPORT

Public Support

Grants - $ 480,096
Contributions 74,869
Revenues
Rental income-commercial 61,462
Rental income-residential 728,919
Gain on sale of property 341,477
‘Commission Income 22,087
Interest Income 4,416
Developer Fee income 176,684
Program services and other revenues 184,475
- Total Public Support and Revenues 2,074,485
EXPENSES
Program services 7
General and Administrative Expenses 116,804
Economic Development Programs 381,718
Housing and Community Development 1,118,112
Subtotal 1,616,634
Increase in Net Assets 457,851
Net Assets - October 1, 2016 13,010,700
13,468,551

Net Assets - September 30, 2017 v $

See accountants' audit report and accompanying footnotes
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NEIGHBORHOOD RENAISSANCE, INC. AND SUBSIDIARY
(a Non-Profit Corporation)
CONSOLIDATING STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Neighborhood Your Way .
Renaissance; Inc Home Realty Inc  Eliminations Total
REVENUES AND OTHER SUPPORT
Public Support
Grants $ 480,096 - - $. - - - 480,096
Contributions . 74,869 . - - 74,869
Revenues o
Rental income-commercial i} 61,462 - ) - 61,462
Rental income-residential C 728,919 - - 728,919
Gain on sale of property - 341,477 - - 341,477
Commission Income ) o - 22,087 - 22,087
Interest Income 4,416 - . oo 4,416
Reimbursed expenses ) " 116,330 (116,330) -
Developer Fee income ' ) 176,684 176,684
- Program services and other revenues 184,475 - 184,475
Total Public Support and Revenues 2,168,728 22,087 (116,330) 2,074,485
EXPENSES -
Program services -
General and Administrative Expenses 97,475 . 136,659 (116,330) 116,804
Economic Development Programs v © 381,718 - - 381,718
Housing and Community Development 1,118,112 - - 1,118,112
Total Expenses : 1,697,305 135,659 (116,330) 1,616,634
Increase/(Decrease) in Net Assets ) 571,423 (113,572) - 457,851
Net Assets - October 1,2016 - ~ 13,044,196 ) (33,496) 13,010,700
Net Assets - September 30, 2017 $ 13,615,619 ($147,068) $13,468,551

See accountants' audit report and accompanying footnotes
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY

Program Services -

{a Non-Profit Corporation)
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED SEPTEMBER 30, 2017

Salaries & Benefits
Payroll taxes
Total salaries, benefits and taxes
Rental expenses
Professional fees
Office expense
Advertising & Marketing
Telephone
Occupancy
Equipment rental
Licenses and fees
Travel, conferences and seminars
Insurance
Interest expense

Total operating Expenses
Depreciation

Total Expenses

Economic Housing and Total
General and Development Community Program
Administrative Programs Development Services
$ 38,163 $ 76,326 $ 267,140 - $ 381,628
2,545 5,089 17,811 25,446
40,708 81,415 284,951 407,074
- 186,769 435,794 622,563
2,629 5,258 18,403 26,291
1,280 2,659 8,958 12,796
321 642 2,248 3,212
136 273 955 1,364
3,743 7,486 26,201 37,430
80 160 561 801
329 659 2,305 3,293
530 1,060 3,711 5,302
806 1,611 5,640 8,057
764 1,628 5,347 7,639
51,327 289,421 795,074 1,135,822
46,148 92,296 323,037 461,482
$ 97,475 $ 381,718 $ 1,118,112 $ 1,597,304

See accountants' audit report and accompanying footnotes.
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
(a Non-Profit Corporation)
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES

Change in Net Assets ' $ 457,851

~ Adjustments to reconcile change in net assets
to net cash flow provided by operations:

Depreciation 461,482
(Increase)/decrease in assets
Reimbursement receivable (1,757,451) .
Accounts receivable 3,372
- Prepaid insurance (501)
Deposits 3,562
Increase/(decrease) in liabilities
Accounts payable and accrued expenses 280,433
Security deposits payable (21,549)
TOTAL ADJUSTMENTS (1,030,652)
NET CASH (USED) BY OPERATING ACTIVITIES (572,801)
CASH FLOWS FROM INVESTING ACTIVITIES
Change in property and equipment 1,221,026
Change in property under development-net (506,774)
NET CASH PROVIDED BY INVESTING ACTIVITIES 714,252
CASH FLOWS FROM FINANCING ACTIVITIES
Change in notes and mortgages payable-net 292,067
NET CASH (USED) BY FINANCING ACTIVITIES 292,067
NET INCREASE IN CASH 433,518
CASH, BEGINNING 1,208,759
CASH, ENDING 1,642,277

See accountants' audit report and accompanying footnotes
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY

(a Non-Profit Corporation)
CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to reconcile change in net assets

to net cash flow provided by operations:
Depreciation

(Increase)/decrease in assets
-Accounts receivable
Reimbursements receivable
Prepaid insurance
Deposits
Increase/(decrease) in liabilities
Accounts payable and accrued expenses
Deferred grant revenue
Security deposits payable
TOTAL ADJUSTMENTS
NET CASH PROVIDED BY OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES

Change in property and equipment
Change in property under development-net

NET CASH (USED) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Change in notes and mortgages payable-net

NET CASH PROVIDED BY FINANCING ACTIVITIES

NET INCREASE/(D.ECREASE) IN CASH '

CASH, BEGINNING

CASH, ENDING

See accountants' audit report and accompanying footnotes -
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Neighborhood Your Way
Renaissance Home Realty Eliminations Total
$ 571,423 (113,572) $ 457,851
461,482 - 461,482
|
3,372 - 3,372
(1,757,451) (1,757,451)
(501) - (501)
3,562 - 3,562
165,719 114,714 280,433
(21,549) - (21,549)
(1,145,366) 114,714 (1,030,652)
(573,943) 1,142 (572,801)
1,221,026 - 1,221,026
(506,774) - (506,774)
714,252 - 714,252
292,067 - 292,067
292,067 - 292,067
432,376 1,142 433,518
1,206,323 2,436 1,208,759
$ 1,638,699 3,578 $0 1,642,277




NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
- SEPTEMBER 30, 2017

NOTE 1 — ORGANIZATION

Nature of the Organization’s Activity

Neighborhood Renaissance, Inc. was formerly known as Northwood Renaissance, Inc. The name was
changed in November 2006 in order to more appropriately reflect the expansion of the Organization’s
activities to projects throughout all of Palm Beach County and not just to the area previously served by
the Organization known as the Northwood neighborhood.

The Organization is organized to promote commercial and residential investment, development and
revitalization within Palm Beach County and to improve the quality of life for low and moderate-income
- residents. To achieve its objectlves the Organization expends grants and contributions received from
-various entities.

Principles of consolidation

The accompanying financial statements present the financial position and activities of operations of
Neighborhood Renaissance, Inc. and its recently formed wholly-owned subsidiary, Your Way Home
Realty, Inc., collectively referred to hergin as the Orgamza’uon Significant intercompany transactions
and balances have been eliminated in consolidation.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

For purposes of reporting cash flows, the Organization considers all money market funds with an original
maturity of three months or less to be cash equivalents. Included are amounts earmarked by the
Organization for repairs and improvements on NSP2 and Pleasant City properties, as required in the
grant agreements. ‘

Property and Equipment

Property and equipment purchased by the Organization are stated at cost. Donated property and
equipment are stated at fair market value at the date of the donation. Interest and related holding costs
for projects under construction and renovation are capitalized.

Donations are reported as unrestricted support unless the donor has restricted the donated asset to a
specific purpose. Assets donated with explicit restrictions regarding their use and contributions of cash
that must be used to acquire property and equipment are reported as restricted support. Absent of donor
stipulations regarding how long those donated or acquired assets are placed in service as instructed by
the donor reclassifying temporarily restricted net assets to unrestricted net assets at that time. Those
assets donated with donor stipulations regarding permanent restrictions for a certaln use are included as
permanently restricted.

Major additions which materially increase the value of the property are capitalized and depreciated over
the life of the asset. Maintenance and repairs are charged to expense as incurred. Depreciation
expense has been computed using the straight-line method over useful lives ranging from 5 to 40 years.
The Organization follows the practice of capitalizing all expenditures for land, buildings and equipment in
excess of $250.

Property and equipment includes the cost of homes, as adjusted for impairment losses, acquired and
rehabilitated as part of the Urban Infill Project, Neighborhood Stabilization Programs and HOME (See




NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIAR_Y
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Footnote 3) which are being rented to eligible households. These homes are being depreciated over
their estimated useful lives. ' : :

Financial Statement Presentation

Under FASB 117, “Financial Statement of Not-For-Profit Organizations”, the Organization is required to
report information regarding its financial position and activities according to three classes of net assets:
unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets. In
addition, the Organization is required to present a statement of cash flows.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or permanently restricted
‘support depending on the existence and/or nature of any donor restrictions. In addition, the Organization
recognizes only those contributed services which are provided- by individuals possessing “specialized
- skills”.

Promises to Give

Unconditional promises to give are recognized as revenues or gains in the period received and as
assets, decreases of liabilities, or expenses depending on the form of the benefits received. Conditional
promises to give are recognized when the conditions on which they depend are substantially met.

Restricted and Unrestricted Revenue Support

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-restricted
support is reported as an increase in temporarily or permanently restricted net assets, depending on the
nature of the restriction. When a restriction expires (that is, when a stipulated time restriction ends or
purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net
assets and reported in the Statement of Activities as net assets released from restrictions. Unrestricted
support increases unrestricted net assets.

Grant Revenue Recoghnition

The Organization receives various grants from federal, state and local agencies as well as from private
institutions for program and supporting service expenses. These grants are on a cost reimbursement
basis or fee for service, including recoverable overhead. The Organization generally must abide by
certain terms and conditions as set forth in the grant agreements and any unexpended grant funds must
generally be returned to the donor. Revenue from grants is deemed earned and recognized in the
Statement of Activities when all terms and conditions are met. Prior to that, unearned grant funds are
classified as deferred revenue on the Statement of Financial Position.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of

10




NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL. STATEMENTS
SEPTEMBER 30, 2017

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

the financial statements and the reported amounts of revenues, support and expenses during the period.
Actual results could differ from those estimates.

Property Under Development

Costs that clearly relate to land and building development projects are capitalized. Acquisition and other
. direct costs and interest related to the acquisition and development of projects are capitalized. Donated
property is stated at fair market value at the date of the donation. Costs are allocated to the specific
- project units by the specific identification method whenever possible. Otherwise, acquisition costs are
allocated based on their relative fair value before development, and development costs are allocated
based on their relative sales value.

Accounting for Impairment Losses
The Organization records losses on long-lived assets when indicators of impairment are present. In this
connection, certain of the Property held for rental were written down to appraised value.

Income Taxes

The Organization is a not-for-profit organization that is exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code and classified by the Internal Revenue Service (IRS) as other
than a private foundation. The Organization elected to file Form 990, Return of Organization Exempt from
Income Tax for its tax year ending in 2017.

The Organization follows the reporting and disclosure guidance for uncertainty in income taxes as
defined in FASB ASC 740. The financial statement effects of a tax position taken or expected to be
taken are recognized in the financial statement when it is more likely than not, based on the technical
merits, that the position will be sustained upon examination. As of September 30, 2017, 2016 and 2015,
the Organization had no uncertain tax positions that qualify for recognition or disclosure in the financial
statements. Generally, the Internal Revenue Service may review the returns for the past three years.

Functional Expenses

Then costs of providing the various programs and other activities have been detailed in the statement of
functional expenses and summarized on a functional basis in the statement of activities. Salaries and
other expenses, which are associated with specific programs, based on management’s estimates. The
Organization’s functional areas are as follows:

Economic Development Programs - Includes expenses for promotion of redevelopment
districts, new business recruitment, commercial development and the implementation of
economic development projects in the Northwood/Pleasant City CRA district as well as
other redevelopment areas in Palm Beach County.

Housing and Community Development - Includes expenses for neighborhood
revitalization activities such as the neighborhood stabilization activities including NSP 1 and
NSP2 programs, the development and preservation of affordable housing opportunities,
homebuyer education and training and the redevelopment of vacant and underutilized
mixed-use commercial properties.

General and Administration — Includes expenses for the board of directors and
organizational capacity development activities, grant writing, general fund raising, and day-
to-day operations.

11




NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 3 — PROPERTY AND EQUIPMENT

‘The following summarizes propefty and equipment at September 30, 2017:

Equipment , $ 43,931
Furniture and fixtures 8,752
Property held for rental 11,173,039
Building - 504-510 658,685
$ 11,884,407
Less accumulated depreciation (1,953,210)
$ 9,931,197

During the fiscal year ended September 30, 1999, a duplex at 504-510 24™ Street (“the Duplex”) was
donated to the Organization. The Duplex was recorded as $7,500 for land and $68,173 for building. The
Organization renovated this building under its neighborhood revitalization program -and occupied a
portion of the property in September 2003. The rest of the property has been improved for tenant
inhabitance. .

Property held for rental consists of the cost of single and multi-family homes and apartments acquired
and re-developed as part of the Urban Infill Project, Neighborhood Stabilization Programs (NSP-1 and
NSP-2), HOME Program and various donated properties which are being rented to eligible households.
Rental properties acquired through these programs are deed restricted for occupancy by low and
moderate income households. The original cost of property held for rental is comprised of $11,558,393
for the cost to purchase and rehabilitate the residence and $426,000 for the cost of the land, less a
$811,354 reduction for impairment loss through fiscal year ended September 30, 2017.

The Northwood Urban Infill Redevelopment Project (“Urban Infill Project”) originally consisted of fourteen
such properties. Four of the properties were purchased by the Organization and the other ten properties
were vacant lots donated to the Organization by the City of West Palm Beach which were each recorded
at an appraised value of $80,000 at date of donation.

As of September 30, 2017, all fourteen properties have been sold, nine of which the Organization has
retained the land rights on and is leasing the land back to the purchasers of the houses in long- term
ground leases.

In April 2010, the Organization entered into an agreement with Palm Beach County to facilitate the use of
grant funds available pursuant to the Neighborhood Stabilization Program (NSP-1) of the Housing and
Economic Recovery Act of 2008 for the acquisition and rehabilitation of single family homes for rental to
income eligible families. As of September 30, 2017, three such homes have been purchased and
redeveloped using grant funds totaling $510,568 and all three homes have been rented to an income
eligible household.

12




NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 3 — PROPERTY & EQUIPMENT (CONTINUED)

In October 2010, the Organization entered into an agreement with Palm Beach County for the use and
benefit of its HOME Investment Partnership Programs to facilitate the use of grant funds available
‘pursuant to the Cranston-Gonzalez National Affordable Housing Act of 1990. Under this agreement, as
amended in October 2011, the Organization would receive grant funds not to exceed $397,049 through
December 31, 2012 to use for the acquisition and rehabilitation of at least two (2) single family homes for
- sale or rental to income eligibie families. The grant would also reimburse the Organization for operating
expenses up to a maximum of $17,831. A second amendment executed in December 2012 increased
the maximum grant funds available to $529,399 and extended the grant period through September 15,
2013. As of September 30, 2017, both properties had been acquired and rehabilitated by the
Organization, one of which has been sold and one of which has been rented to eligible households.

In-May 2011, the Organization entered into an agreement with Palm Beach County to facilitate the use of
grant funds available pursuant to the Neighborhood Stabilization Program (NSP-2) of the American
Recovery and Reinvestment Act of 2009 and Housing and Economic Recovery ‘Act of 2008. Under this
agreement, the Organization would receive grant funds not to exceed $9,500,000 through November 15,
2012 to use for the acquisition and rehabilitation of at least fifty (50) single family homes to be sold,
rented or lease-purchased to income eligible families. The acquired properties must be located in
selected zip codes, must be bank-owned properties acquired out of foreclosure, must be vacant and the
purchase price for any one property must not exceed $225,000.

The grant agreement was amended on January 31, 2013 to increase the maximum funding award to
$12,226,117. As of September 30, 2017, fifty-three (53) such properties have been purchased and
rehabilitated using grant funds totaling $12,226,117. Ten (10) of the homes have been sold and forty-
three (43) of the properties have been rented to income eligible households.

In addition, the Organization acquired and redeveloped two additional bank-owned properties. The
properties were acquired by way of donation and were rehabilitated at a total cost of $138,100. One of -
the properties was sold in 2016. The remaining unsold property has been rented to an income eligible
household. '

NOTE 4- PROPERTY UNDER DEVELOPMENT

In April 2016, the Organization acquired property on Florida Mango Road in West Palm Beach, Florida.
The property was acquired for approximately $1,175,000 substantially with financing from the Florida
Community Loan Fund and a seller-financed second mortgage. The property will be developed as an
apartment building (Mango Cove Apartments) with 36 units for rent to income eligible families. -

The Organization executed a loan agreement in February 2017 with Palm Beach County (PBC) to sell up
to 20 Neighborhood Stabilization Program (NSP-2) single-family homes for the purpose of funding the
development of the Mango Cove Apartments. The agreement stipulates that as each NSP-2 home
previously funded by PBC is sold, sale proceeds are remitted to PBC as program income and made
available to the Mango Cove project at a 0% interest loan. In this connection, as of September 30, 2017,
a total of $1,369,161 was due from PBC for the Mango Cove project and included in the
Reimbursements’ Recelvable balance in the Consolidated Statement of Financial Position. Upon
successful completion and operation of the multi-family rental complex for eligible households the loan
will be forgiven on March 31 2048. At September 30, 2017, the Organization submitted for a building
permitted. Project completion is anticipated prior to April 2019.
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 4- PROPERTY UNDER DEVELOPMENT (CONT’D)

In August 2015, as amended in December 2015 and June 2017, the Organization entered into a
development agreement with Lake Worth Community Redevelopment Agency (LWCRA) to develop for
the purpose of selling to qualified buyers specific property in ‘Lake Worth, Florida pursuant to the
LWCRA'’s Neighborhood Stabilization Program (NSP-2). Under the terms of the agreement, the CRA has
conveyed the subject property to the Organization, upon which the Organization will develop eight (8)
residential live/work units for income eligible buyers, and 2000 square feet of commercial space, garage,
parking areas and associated amenities as per site plan. The units will be marketed for sale solely to
income eligible “Artists” (as defined in the agreement). The affordability period must remain in place for a
minimum of fifteen (15) years. The agreement also provides for date specific benchmarks that the
Organization must comply with. The LWCRA has the right to reacqulre the property if the Organization,
defaults on any part of the agreement. -

- As part of the agreement, the LWCRA agreed to provide the Organization with a loan of up to Seven
~ Hundred Thousand Dollars ($700,000) toward Development Costs (as defined), up to Twenty-Five
Thousand Dollars ($25,000) toward the initial maintenance reserve and up to Twelve Thousand Dollars
($12,000) to assist the Artists with the unit purchase. The CRA agrees to execute a partial release of the
loan obligation each time an individual unit is sold to a qualified purchaser, provided the Organization
remains in full compliance with the agreement. As of September 30, 2017, the Organization has drawn
$464,976 against the CRA loan for architect and design fees, building permits, construction loan closing
costs. In addition, as of September 30, 2017, $142,626 was receivable from the LWCRA for eligible
construction expenses incurred. The organization anticipates closing on the sale of units beginning in
-~ August 2018.

In September 2017, the organization entered into a 0% interest HOME loan agreement with PBC in the
amount of $532,187 to assist four (4) of the Lake Worth “Artist” residential live/work units to be affordable
to low-income buyers earning less than 80% of the area median income adjusted for family size. The
loan is due the sooner of September 30, 2019 or upon the sale of each assisted unit. Eligible buyers may
receive up to $133,047 of the loan as purchase assistance. The HOME assisted units will be deed
restricted for a period of thirty (30) years. As of September 30, 2017, $245,664 was receivable from PBC
for eligible development expenses.

In addition to the above, through September 30, 2017, the Organization acquired two (2) distressed
properties which have been rehabilitated for sale to income eligible families. The properties were
- purchased outright. As of September 30, 2017, one (1) of the homes was sold to an income eligible
purchaser, and the remaining property was in the process of being rehabilitated.

NOTE 5- GRANTS

The following is a summary of grant revenues earned by grantor agency for the year ended
September 30, 2017.

Bank United ‘ $ 9,500
NeighborWorks ' - 50,000
Pleasant City - WPB 320,596
TD Bank 100,000

Total Grant Revenues $ 480,006
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 5 — GRANTS (CONT’'D)

The NeighborWorks grant revenue is part a $500,000 grant agreement entered into in May 2017 with
NeighborWorks America in order to support community stabilization and revitalization. The total grant
award of $500,000 is payable at defined intervals through November 19, 2018 as work progresses.

The grants listed above were received to pay the salaries and other costs related to community
development, affordable housing and neighborhood stabilization.

The Organization must comply With certain covenants and stipulations as defined in the grant
agreements, including certain deed restrictions on the acquired propertles as defined in the grant
agreements.

NOTE 6 — UNINSURED CASH BALANCES

The Organization maintains one non-interest bearing checking account at one local financial institution
and three non-interest bearing accounts at another financial institution. Interest bearing and non-interest
bearing accounts at the same financial institution are insured up to $250,000 by the Federal Deposit
Insurance Corporation (“FDIC”). At September 30, 2017, the Organization had uninsured deposits of
$193,701, and $8,200 respectively at two of the financial institutions. The Board of Directors is in the
process of reviewing alternative banking alternatives to bring all accounts taken as a whole below the
FDIC $250,000 limitation. As of the audit date, the Organization has not experienced any loss due to the
uninsured balances.

(NOTES TO FINANCIAL STATEMENTS CONTINUED ON PAGE 16)
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NEIGHBORHOODFRENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 7- NOTES AND MORTGAGES PAYABLE

Promissory Note Payable to PNC Bank with monthly principal and interest
payments of $1,496.68 through December 15, 2023. The note bears interest
at 3% per annum and is secured by the 504-514 24 Street Property.

$ 102,053

Promissory Note Payable to PNC Bank with monthly principal and interest of

$863.88 through December 15, 2023. The note bears interest at 6.50%

through January 15, 2014, after which the interest note becomes prime plus - _

~ 3.75%. The note is secured by the 504-510 24 Street property. 52,442

Line of credit through Florida Community Loan Fund in the amount of
$975,000 which matures on April 6, 2019. The line bears interest at 5.25%
and the amount of credit available on 9/30/2016 is $461,293. The line can be
withdrawn at the financial institution's option in the event of default in
complying with the terms of the note or default of the development
agreement. The loan is secured by certain NSP2 properties.

347,665

The Organization had a revolving line of credit with the Florida Community

Loan Fund (FCLF) providing for maximum borrowings of $750,000. The

funds were to be used to acquire and renovate foreclosed properties. In.

August 2014, FCLF converted the balance to a term loan in the amount of

$668,670. The loan bears interest at 5.75% and is payable in monthly

principal and interest payments of $3,902 though maturity on August 1,

2024. The loan is secured by NSP2 properties. 638,956

Recoverable Grant with LISC is to be used in development of the 504-510
24 Street property. The grant funds were to be repaid no later than October
1,2004. The Organization has requested a continuance. 8,000

Loan from Florida Community Loan Fund in the amount of $25,000

at an interest rate of 5.50% with a maturity date of August 10, 2021, with

monthly payments of principal and interest of $142. The loan is secured by

property located at 6080 Forest Hill Blvd. : 24,563
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

NOTE 7 — NOTES AND MORTGAGES PAYABLE (CONTINUED)

Loan payable to the Florida Community Loan Fund in the
amount of $1,040,000 with interest only payments through
maturity on 4/19/19, at which time the entire indebtedness is
due. Interest rate is 5% fixed rate, simple interest. The loan
is secured by property located on. Florida Mango Road.

The Organization has a line of credit through Floirda
Community Loan Fund (FCLF) providing for maximum
borrowings of $1,666,000. The funds are to be used to
construct the Art Loft of West Village. The line matures June
2019 at an interest rate of 5%. '

Loan payable to the West Palm Beach Community
Redevelopment Agency. The funds were designated to be
used in connection with the development of the Village
Centre project. The loan was modified effective September
2014 and now calls for monthly principal and interest
payments of $ 255 through December 1, 2020. The loan
bears interest at 4.2% per annum.

Note payable to Florida Community Loan Fund with monthly
principal and interest payments of $1,858 through April 1,
2022, at which time the unpaid balance becomes due. The
note bears interest at 5.75% per annum and is secured by

mortgages on 504-510 24" Street property.

Loan payable to the Lake Worth Community Redevelopment
Agency in connection with the development of the property
located at 110 North F Street, Lake Worth (West Village
Project). The loan provides for maximum borrowing of up to
$700,000 and is secured by a second mortgage on the

subject property. As units are sold to qualified buyers and all
terms of the agreement are met, the CRA will issue a partial
release of lien and loan balance forgiveness.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors

Neighborhood Renaissance, Inc.& Subsidiary
(a non-profit corporation)

West Palm Beach, Florida

We have audited the financial statements of Neighborhood Renaissance, Inc. (a non-profit
corporation) and Subsidiary (the “Organization”) as of September 30, 2017, and have issued
our report thereon dated April 18, 2018. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and Government Auditing
Standards, issued by the Comptroller General of the United

Compliance
As part of obtaining reasonable assurance whether Neighborhood Renaissance, Inc.’s

financial statements are free of material misstatements, we performed tests of compliance
with certain provisions of laws, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing

Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Neighborhood Renaissance, Inc.’s
internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance
on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that a material misstatements in amounts that would
be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over the financial
reporting and its operation that we consider to be material weaknesses.

This report is intended for the information of the Board of Directors, management and
applicable City, State, and Federal agencies and is not intended to be and should not be
used by anyone other than these specified parties.

m, @_ dw/ CPA, L

April 18, 2018
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NEIGHBORHOOD RENAISSANCE, INC. & SUBSIDIARY
SCHEDULE OF FINDINGS AND RECOMMENDATIONS
SEPTEMBER 30, 2017

Current Findings — None noted
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