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Daniel Dennis & Company LLP

Certified Public Accountants

To the Board of Directors of
Dudley Neighbors Incorporated

Independent Auditors ' Report

We have audited the accompanymg statement of financial position of Dudley Neighbors
Incorporated (DNI) as of June 30, 2004, and the related statements of activities and cash flows for
the year then ended. These financial statements are the responsibility of DNI's management. Qur
responsibility 1s to express an opinion on these {inancial statements based on our audit. The prior
year sumimarized comparative information has been derived from DNI's 2003 financial statements
and, in our report dated August 25, 2003 we expressed an unqualificd opinion on those financial
statements.

We conducted our audit in accordance with auditing standards generally accepted in the Umited
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance aboul whether the financial statements are free of material misstatement.  An audit
includes examining. on a test basis, evidence supporting the amounts and disclosures in the
financial statements.  An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above, present fairly in all material respects, the
financial position of DNI as of June 30, 2004, and the changes in its net assets and its cash {lows
for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

%JLZW /—f%;/ 72>
September 10, 2004 ﬁ

116 Huntington Avenue. Boston, Massachusctts 02116 (G17) 2629898 Fax (017) 4379937



Dudley Neighbors Incorporated
Statement of Financial Posttion

Junc 30, 2004 with Comparative Totals for 2003

2004 2003
Assets
(‘H."}'{'h‘f Asyois:

Cash and cash equivalents 5 138,032 S 97,622
Accounts receivable (net of allowance of $37, 613 and $37.,613) I8 10 48,417
Crants and contributions receivable 1,500 1,300
Prepaid expenses 832066 7142
Total current asscts _ o IRs 08 154,681

Non-Currenr Assefs:
Loan recetvable 07,000 67,000
Deterred lease fee 8,000 0,000
Interest receivable 123,132 104,341
Total non-current assets 270,132 251,341
Property and Eguipment, Net 3,850,178 3,792.945

Total assels

Liabhilitics and Ner Assers

5 4306218

S 4,198 967

Liabilities:
Accounts pavable and accrued expenses
Accrued property taxes
Due to related entity

Total labilities
Net Assets:
Unrestricted
Designated for land acquisitions and maintenance
Undesignated

Total unrestricted nel assets

Total tiabilities and net assels

S 11469 S 29,61
69.356 57,025

3.145 1,674
3,970 87.860
289,199 259199
3.933.049 3,821,908
4222248 4,111,107

$ 4300218

5 4,198,967

Sce accompanying notes to financial statemenis,
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Dudley Neighbors Incorporated
Statement of Activities
For the Year Ended June 300 2004 with Summarized Comparative Totals for 2003

20114 20032
Change in Unrestricted Net Assets:
Revenny and Suppuort:
Ground leases S 64,702 Y 64.618
Property taxes 116,347 121.635
Grants and contnbutivns 116,972 94,700
Rental income 19,636 17,745
Interest 19,016 19,584
Other income 1.3%0 831
Loss on sale of assets - o {2,048]
Total revenue and support 338,083 322061
Expenses.
Commumty Development 204,682 219,113
Managenicut and general tu.847 41,718
Fundraising L 2413 6,789
Total expenses 226,942 _267.620
Change 1 net assels R ING: 54,441
Net assets, beginning of vear 4,111,107 4,056,660
Net assets, end of vear S 4,222,248 S 4011107

See accompanving notes (o financial statements.
3



Dudley Neighbors Incorporated
Statement of Cash I'lows
For the Year Ended Junc 30, 2004 with Comparative Totals for 2003

2004 2003
Cash Flows From Operating Activitics
Change in not assets 5 111,841 S 54441
Adjustiment to reconcile change 1o net assets
set cash (used ind provided by operating actvities:
Loxs on sale of assets - 2,048
Bad debt expense - 10,282
Donated property and equipment (45.100) (34,960h
Depreciation 22,040 20,144
{Increase}decrease In operating assets:
Accounts recelvable [0,307 {23,799}
Interest recelvable (18.791) (17481
Prepaid expenses (1.124) 7.5560
Increase/(decrease} in operaling liabilities,
Accounts pavable and accrued expenses {(17.692) {20,049)
Accrued property taxes 12,331 (50.0135)
Due 1o related enlity 1471 (45310
Net cash (used in)/ provided by operating activities 74,583 (97.163)
Cash Flows From Ivesting Activities
Proceeds from sale of property and equipment - 120,500
Property and cquipment purchases (34,173} (54,604}
Net cash provided bys {used in) investing activitics (34,173} 65,891
Cash Flows From Financing Activities
Payment on hine of credit - (L 10,060
Cash released from restrictions - IRg22
Net cash {used in) provided by financing activities B - (71.97%)
Net (decrease)/ increase in cash 40,410 {103,250
Cash at beginnng of year 07.622 200,872

Cashat end of year

Supplemental Information
Interest pand

Donated property and equipment

S 138,032

S 97022

S -

S 45.100

See qecompanyving notes (o financial statenients.,
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Dudley Neighbors Incorporated
Notes to Financial Statements
June 30, 2004

Organization

Dudley  Netghbors Incorporated (DNI) 15 @ Massachusctts nonprofit  tax-exempt
corporation under Section 501(¢)(3) of the Internal Revenue Code. DNI, located in
Roxbury, Massachusetts, is a community land trust and urban revitalization corporation
organtzed under the Commonwealth of Massachusetts General Laws Chapter 12TA. DNI
was organized to ensurc the residents of the Dudley neighborhood will always own the
land in the Dudley Triangle, a 30-acre section of Roxbury and North Dorchester,
Massachusetts, eliminate blight and carry on community revitalization activity under a
regulatory agreement with the Boston Redevelopment Authorily.  The regulatory
agreement regulates DNTI's operations and grants DNT eminent domain authority to acquire
privately owned vacant land in the Dudley Triangle.

DNT was organized by the Dudley Street Neighborhood Initiative, Ine. (DSNI), a
nonprofit tax-exempt corporation under Section 501(¢)(3) of the Internal Revenue Code,
to carry out the housing development component of DSNI's Comprehensive Master Plan
guide to revitalizing the Dudley Street neighborhood. DSNI has a controlling interest in
DNI through 1ts pewer to appomt six out of nine voting members of DNI's 11-member
board, DSNI has the ability to require that the six voting members come from among its
board. Tive of DNI's nine voting board members at June 30, 2004 were also bourd
members of DSNLL

DNI 15 the sole member of Dudley Investments tor Neighborhood Economics, Ine.
(DINE). a Massachusetts nonprofit corporation currently secking tax-exempt status under
Section 501(c)(3) of the Intemal Revenue Code. DINE has had no financial activity smce
s organization m 1999,

To achieve its mission, DNI operates a community development program thal primarily
acquires vacand land, leases it to private and non-profit developers for the purpose of
building affordable housing m accordance with the Comprehensive Master Plan. Upon
sale of the housmg/ improvements, DN{ enters into a 99-vear ground lcase with the
homeowner or project owner in the case of a cooperative development.

Funding for DNI is provided primarily by ground lease income and property tax
recoveries.

Summary of Significant Accounting Policiey
Basis of Adccownting
DNI prepares 1ts financial statements on the accrual basis of accounting.  Accordingly,

revenue is recorded when carned and cxpenses when goods are received or scrvices
rendered.

LA



Dudley Neighbors Incorporated
Notes to Financial Statements - Continued
June 30, 2004

Summary of Siguificant Acconnting Policies - Continued
Cusl and Cavh Fquivalents

For purposes of the statement of cash flows, DNI considers all highly hquid mvestments
with a maturity of three months or less when purchased to be cash equivalents.

Grants and Contributions

Grants and contributions are recognized when the donor makes a promise to give to DNI
that is, in substance. unconditional. Grants and contributions that are restricted by the
donor are reported as increases in unrestricted net assets if the restrictions expire in the
fiscal year in which the grants or coniributions are recogmzed. All other donor-restricted
grants and contributions are reported as increases in temporarily or permanently restricted
net assets depending on the nature of the restrictions.  When a restriction expires,
temporarily restricted net assets are reclassificd to unrestricted net assets.

DNI uses the allowance mcthod to determine uncollectible unconditional grants and
contributions  receivable. The allowance is based on prior years' experience and
management’s analysis of specific promises made, At June 30, 2004 there were no
uncollectible grants or contributions and all outstanding amounts were due within one year.

Property and Equipment

Donations of property and equipment and land taken through cminent domain are
recorded as support at therr estimated fair value. Donated property and equipment 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 donor stipulations regarding how long those donated assets
must be maintained, DNI reports expirations of donor restrictions when the donated or
acquired assets are placed in service as instructed by the donor. DNI reclassifies
temporarily restricted net asscts o unrestricted net asscts at that time. Purchased property
and equipment are carried at cost,  Property and equipment are depreciated using the
straight-line method over their cstimated useful lives. Repairs and maintenance are
charged to operations.  Betterments, renewals, and purchases of more than $300 are
capitalized.

During 2004, DNI received a donation of Jand valued at $45,100 from the City of Boston,
Loans Receivable
Loans receivable are stated al unpald principal balances, less allowance for loan losses.

Interest on loans is recognized over the term of the loan and is calculated using the
compound-interest method on the total principal and interest amounts outstanding.



Dudlev Neighbors, Incorporated
Notes (o Financial Stalements - Continued
June 30, 2004

Summary of Significant Accounting Policies - Continued
Accounts Receivable

Accounts receivable are presented net of the allowance [or doubttul accounts. DNI's
pertodic evaluation of the adequacy of the allowance 1s based on its past loss experience.
Accounts receivables are charged off when they are over 90 days past due.

Donared Goods and Services

DNI receives donated goods and services in support of 1ts programs. Donated goods and
scrvices arc recorded at fair value. Donated services that (a) crcate or enhance a
nonfinancial asset or (b) require specialized skills, arc provided by entities or persons
possessing those skills, and would need to be purchased if they were not donated are
recorded as contributions in the financial statements. Donated services such as fund-
raising, clerical assistance, or other velunteer ctfforts not requiring specialized skills are
not recorded 1n the financial statements.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on
a functional basis in the statement of activities. Accordingly, certain costs have been
allocated among the programs and supporting services benefited.

Estimares

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 certain reported amounts and disclosures.  Accordingly, actual
results could ditfer from those estimates.

Summarized Comparative Financial Statements

The financial statements include certain prior vear summarized comparative information
in total but not by net asset class. Such information does not tnclude sufticient detail to
constitute a presentation in conformity with accounting principles gencrally accepted in
the United States of America.  Accordingly, such information should be read in
conjunction with DNI's financial statements for the vear ended June 30, 2003, from which
the summarized information was derived.
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Dudley Neighbors Incorporated
Notes to Financial Statements - Continued
June 30, 2004

Related Entity Transactions

DSNI pays the payroll and benefits of DNI emplovees and subsequently bills DNIT for
these costs. DSNT also provides office space and the use of office equipment to DNI and
charges a nominal management fee of 52,400 annually. During 2004 and 2003, DSNI paid
$39,996 and $33.880, respectively, of payroll and benefits costs directly related to DNI
and was reimbursed $36,851 and $32,206 respectively. At June 30, 2004 and 2003,
$3,145 and 51,674, respectively, was due to DSNIL

In addition, DSNI provides grants to DNI and pays DNI for contract services provided to
DSNL During 2003, DNI was awarded a $1,500 grant from DSNI to support resident
outreach,

Ground Leases
DNI has various 99-year ground leases. At June 30, 2004 and 2003, the carrying valuc of

developed propertics used for leasing was $3,447.718. Minimum ground lease payments
for the next five yvears dre as follows:

Fiscal
Year Amoun:
2003 S 64,996
2006 65,303
2007 65,629
2008 659569
2009 ) 60,327
Total S 328226

DNI also leases commercial space on ong to three-year lease terms expiring in 2003,
Income from commercial leases totaled 519,656 and 517,745 for 2004 and June 30, 2003
respectively. The remaining rent due over the term of the three-year lease is $5,694.

Loan Receivable

Loans rcceivable represents the remaining balance of a $367.000 mortgage loan assigned
to DNI by the City of Boston on March 1, 1994, The loan is duc from Stafford Heights
Limited Partnership for a cooperative housing development built on land acquired by
DNI. The loan accrues interest at 7.88% per annum, compounded annually, and matures
ont December 31, 2022, All payments ol principal and deferred interest are due at
maturity. The loan 15 secured by a third mortgage on the building. Interest income
accrued during 2004 and 2003 was $10,723 and $9,940 respectively.  Total accrued
interest at June 30, 2004 and 2003 was $79,806 and $69,083, respectively.



Dudley Neighbors, Incorporated
Notes to Financial Statements - Condinued
June 30, 2004

Deferved Lease Fee

DNI has a ground lease with Brook Veterans Limited Partnership that requires the
payment of an 1mmtial acquisition fee of $80,000. The lease agreement allows for the
delerment of payment until February 11, 2013, interest on the unpaid balance accrues at a
rate of 7% per annum, compounded annually. Interest income accrued during 2004 and
2003 was $8.068 and $7.541 respectively. Total accrued interest at June 30, 2004 and
2004 was $43.325 and $35,257, respectively.

Property and Equipment

Property and equipment at June 30, 2004 and 2003, consisted of the following:

Description 2004 20053
Land S 3,675.301 $ 3,630,201
Building and improvements 250,204 240,016
Improvements in process 23,040 -
Furniture and equipment N 22,646 21,701
Total 3,971,191 3,891,918
Less: accumulated depreciation (121.013) (98,973)
Net property and equipment S 3,850,178 $ 3,792,945

Depreciation expense {or the years ended Junc 30, 2004 and 2003 was $22.040 and
$20,144, respectively.

Donated Services

During 2004 and 2003, DNI received legal services on a pro-bono basis in support of its
community development program. The law firm could not provide the value of this
contribution. Therefore, it 1s not meluded in the accompanying financial statements.

Properry Taxes

DXN1 has entered mto a Chapter 121A agrecement with the Commonwealth of
Massachusetts which exempts all real property from local taxation and subjcets the
property to an alternative tax. This alternative tax payment is due by March 15 to the
Commonwealth of Massachusetts. Taxes are charped to property owners that lcase DNI
land to cover the related property tax. Real estate tax expense for the years ended June 30,
2004 and 2003 was §123,235 and $1106,534, respectively.,  Accrued taxes pavable was
$60.095 and $54,620, respectively, at June 30, 2004 and 2003,
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Dudiey Neighbors, Incorporated
Notes to Financial Statements - Continved
June 30, 2004

Concentrations of Risk
Cash

DNI maintamns cash accounts at several financial mstitutions.  Accounts at cach instutution
are insured by the Federal Deposit Insurance Corporation (FDIC) up to $100,000. At June
30, 2004, accounts m certain financial institutions exceeded the FDIC insurance coverage
limits by $52.049. At Junc 30, 2003, there were no uninsured accounts. DNI has not
experienced any losses in the accounts. DNI believes it 1s not exposed to any significant
credit risk on cash balances within those accounts.

Receivables

Total receivables from Stafford Heights Limited Partnership ($146,806 in 2004 and
$136,083 1n 2003) and Brook Veterans Limited Partnership ($157,835 1n 2004 and
$149.766 in 2003) represented 99% and 95%, respectively, of DNI's total receivables at
June 34, 2004 and 2003.

DNI follows the practice of filing statutory liens on all projects where collection problems
arc anticipated. The liens serve as collateral for the receivables.

Environmental Contingencies

DNI owns a vacant parcel of land formerly used as an auto repair garage. DNI is working
with DSNI to redevelop the property as a commercial greenhouse,  Massachusetts
Highway Department (MIHD), working on a Supplemental Environmental Project (SEP)
mandated by the Environmental Protection Agency (EPA), has performed environmental
mvestigation and assessment of the property in comphance with the Massachusells
Contingency  Plan {(MCP, Chapter 21E of the Massachusetts General Law). An
environmental consultant pard by MHD, issued a report in june 2002 that asserted no
significant risks to public welfarc or the environment were identified at the Site.

The consultant proposed that DNI continue to monitor the land for five years. The cost of
continued monitoring 1s estimated at $17,900. The cstimated cost was recognized in the
2001 financial statements. No additional Hability other than monitoring costs s expected.
However, in the cvent that an additional liability does exist, DNI is neither indemnified
nor insured against such a loss. No adjustment to the carrying value of the land has been
made as of June 30, 2004,



