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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
New Jersey Institute for Social Justice

I have audited the accompanying financial statements of New Jersey Institute for
Social Justice (a nonprofit organization) which comprise the statements of
financial position as of September 30, 2015 and 2014, and the related statements
of activities, functional expenses, and cash flows for the years then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
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

My responsibility is to express an opinion on these financial statements based on
my audits. I conducted my audits 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 I plan and perform the
audits to obtain reasonable assurance about whether the financial statements are
free of 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 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, I 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 financial statements.

I believe that the audit evidence I obtained is sufficient and appropriate to
provide a basis for my audit opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of New Jersey Institute for Social
Justice as of September 30, 2015 and 2014, and the changes in its net assets and
its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

James M. Wood, Certified Public Accountant
603B Omni Drive * Hillsborough, NJ 08844 1
(p) 908-431-1700 = (f) 908-431-1702
jmwood@jmwoodcpa.com



Other Reporting Required by Govermment Auditing Standards

In accordance with Government Auditing Standards, I have also issued a
report dated December 28, 2015 on my consideration of New Jersey Institute
for Social Justice’s internal control over financial reporting and my tests
of its compliance with certain provisions of laws, regulations, contracts,
grant agreements and other matters. The purpose of that report is to
describe the scope of my testing of internal control over financial
reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering New Jersey
Institute for Social Justice’s internal control over financial reporting

and compliance.

December 28, 2015
Hillsborough, NJ



NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
STATEMENTS OF FINANCIAL POSITION
SEPTEMBER 30, 2015 AND 2014

2015 2014
Assets
Current assets
Cash & cash equivalents S 460,697 $ 666,864
Investment securities 5,436,220 6,523,808
Grants receivable 26,071 -
Accounts receivable 4 171,939 ‘ 147,800
Prepaid expenses 18,577 40,857
6,113,504 7,379,329
Property & equipment
Furniture & fixtures 189,347 183,943
Leasehold improvements 36,127 36,127
225,474 220,070
Less accumulated depreciation (212,742) (210,142)
12,732 9,928
Other assets
Security deposit 11,643 11,643
11,643 11,643

s 6,137,879 $ 7,400,900

liabilities & Net Assets
Current liabilities

Accounts payable & accrued expenses $ 52,818 $ 64,175
Grants received in advance 344,268 393,515
397,086 457,690
Net assets
Unrestricted
Undesignated 27,768 358
Board designated 5,713,025 6,942,852

5,740,793 6,943,210

$ 6,137,879 S 7,400,900

See accompanying notes to financial statements.
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

2015 2014
Cash flows from operating activities
Decrease in net assets $  (1,202,417) S (377,588)
Adjustments to reconcile decrease
in net assets to net cash used in

operating activities:

Depreciation 2,600 4,506
(Gains) losses on investment securities 368,861 (343,251)
(Increase) decrease in: ' ' '
Grants receivable (26,071) 10,636
Accounts receivable (24,139) (125,210)
Prepaid expenses 22,280 (24,347)
Increase (decrease) in:
Accounts payable & accrued expenses (11,357) 37,800
Grants received in advance (49,247) 229,354
Cash used in operating activities (919,490) (588,100)

Cash flows from investing activities

Proceeds from sale of investment securities 2,827,779 1,206,282
Acquisition of investment securities (2,109,052) (649,211)
Acquisition of fixed assets (5,404) =
Cash provided by investing activities 713,323 557,071
Net decrease in cash & cash equivalents (206,167) (31,029)

Cash & cash equivalents
Beginning of year 666,864 697,893

End of year $ 460,697 $ 666,864

Supplemental disclosure
Cash paid for unrelated business income tax S 2,446 $ 6,751

accompanying notes to financial statements.



(1)

NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

Summary of Significant Accounting Policies

Nature of activities

New Jersey Institute for Social Justice (the Institute), a public charity,
is a Newark-based urban research and advocacy organization dedicated to the
advancement of New Jersey’s urban areas and residents. Established in 1999,
the Institute’s programs focus on expanding access to economic opportunity
for low-income and minority residents of Newark and other urban areas of the
state; promoting local, regional and state government that is effective,
equitable and accountable to the concerns of urban residents and their
communities; and ensuring the civil rights and other basic entitlements of
minorities and low-income individuals in the state. The Institute advances
this nonpartisan agenda through policy-related research and analysis,
development and implementation of model programs, advocacy efforts and
sustained public education.

Basis of presentation

In accordance with generally accepted accounting principles, the Institute
reports its financial position and activities according to three classes of
net assets: unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets. As of September 30, 2015 and 2014, the
Institute has only unrestricted net assets.

Board designated unrestricted net assets

Prior to fiscal year 2005, the Institute’s revenues were derived
primarily from the Alan V. and Amy Lowenstein Family Foundation. The
funds were received as investment securities and have been designated
by the Board of Trustees to provide ongoing support for programs and
operations. Assets are released to programs and operations as
determined by the Board of Trustees.

Cash & cash equivalents

The financial statement item “cash & cash egquivalents” consists of demand
deposits, including money market funds, in depository financial institutions
and highly liquid investments in money market funds.

Investment securities

Investments in equity securities with readily determinable fair values and
all investments in debt securities are reported at fair value with gains and
losses included in the statement of activities.

Contributions

Contributions received are recognized as revenue when pledged.
Contributions are recorded as unrestricted, temporarily restricted, or
permanently restricted depending on the existence and/or nature of any
donor-imposed restrictions.

Grants

Grants are recorded as revenue during the period for which the funds are
intended or the related activity occurs. Amounts received in advance are
deferred into the intended period. Grants are defined as the receipt of
funds where the grantor expects provision of certain services of
commensurate value.



NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

Premises & equipment

Acquisitions of premises and equipment with estimated useful lives in excess
of one year are capitalized and depreciated over the estimated useful life
of each asset. Leasehold improvements are amortized over the life of the
asset or the length of the lease, whichever is shorter.

Functional expenses

Expenses are charged to each program based on direct expenditures incurred.
Any expenses not directly chargeable are allocated to programs and
supporting services based on applicable rates determined by management.

Use of estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and
assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Concentrations of credit and funding risk

Financial instruments

Financial instruments that potentially expose the Institute to
concentrations of credit and market risk consist primarily of cash,
cash equivalents, and investment securities. Cash and <cash
equivalents are placed in high-quality financial institutions or
money market funds, and credit exposure is deemed to be limited to
any one institution. The Institute did not experience any losses on
cash and cash equivalents during the years ended September 30, 2015
and 2014.

Investment securities

Investment securities consist of equity securities, mutual funds,
index funds, and real estate investment trusts. Investment
securities with readily determinable market values are carried at
fair value; all investment securities are subject to market
fluctuations. Future losses may be incurred in the event of a
decline in fair value.

Funding

During the year ended September 30, 2015, the Institute received
approximately 17% of its funding from one grant; the remaining
revenue sources were diversified with no more than 11% derived from
a single source. During the year ended September 30, 2014, the
Institute received approximately 10% of its revenue from one
contribution; the remaining revenue sources were diversified with no
more than 9% derived from a single source.

Fair value of financial instruments

Financial instruments are carried at fair value which is defined as the
price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date. Fair value is determined using three levels of inputs:



NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

Level 1 Valuations based on quoted prices in active markets for
identical assets. Valuations are based on quoted prices that
are readily and regularly available in the active market.

Level 2 Valuations based on one or more quoted price for investments
that are not exchange-traded but for which all significant
inputs are observable, either directly or indirectly, and for
which transaction activity is unrestricted and occurs on a
regular basis.

Level 3 Valuations based on inputs that are unobservable and
significant to the overall fair value measurements.

The following valuation techniques are used for asset measured at fair
value:

Cash equivalents - The carrying value approximates fair value due to its
short term nature. Cash equivalents, defined as highly liquid dollar-
denominated funds, are classified as Level 1 investments.

Equity securities - Investments in equity securities are measured at fair
value using the quoted market price and are classified as Level 1.

Mutual funds - Investments in equity and bond exchange-traded funds are
measured at fair value using the quoted market prices and are classified as
Level 1. Investments in mutual funds traded over the counter are classified
as Level 2.

Index funds - Investments in index funds are exchange-traded and are
classified as Level 1.

Real estate - As a contribution, NJISJ received an investment interest in
a limited partnership and a corporation which own a parcel of real estate
which is actively leased. The fair value has been estimated using the net
present value of estimated future cash flows based on the terms of the
underlying property’s lease. The fair value is classified as Level 3.

Accounting for uncertainty in income taxes

The Institute’s accounting policy is to disclose contingencies relating to
uncertain tax positions when a liability is probable and estimable. The
Institute is not aware of any violation of tax status or exposure to
uncertain tax positions that could require disclosure or which could affect
its liquidity or future cash flows. The Institute’s exempt organization
filings for the years ended September 30, 2012 through 2015 are subject to
examination by the Internal Revenue Service and the State of New Jersey.
Further, the Internal Revenue Service may examine the Institute’s financial
activities for income and unrelated business income tax for those years.

New accounting pronouncements

The newly enacted accounting pronouncements will not have a material effect
on the Institute.

10
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

Investment Securities

As of September 30, 2015 and 2014, investment securities consist of the

following:
Fair
Value Cost
September_ 30, 2015
Equities $2,528,089 $2,093,718
Bond mutual funds © 1,469,701 = 1,517,477
Equity mutual funds 363,921 273,484
Equity index funds 729,417 664,414
Commodity index fund 195,009 439,676
Interest in real estate limited
partnerships 150,083 150,083
$5,436,220 $5,138,852
September 30, 2014
Equities $3,182,0098 $2,425,643
Bond mutual funds 1,439,287 1,476,518
Equity mutual funds 508,497 312,010
Equity index funds 928,410 783,333
Commodity index funds 315,433 439,676
Interest in real estate limited
partnerships 150,083 150,083
$6,523,808 $5,587,263

Operating Lease Commitments

The Institute is obligated under the terms of leases for office space and

certain equipment as follows:
Year ending September 30

2016 $106,860
2017 55,461
2018 609

$162,930

Rent expense totaled $108,218 and $107,087 for the years ended September 30,

2015 and 2014, respectively.

Retirement Plan

The Institute sponsors a 401 (k) profit sharing plan covering substantially
all full time employees. Contributions to the plan are at the discretion
of the Board of Trustees. For the years ended September 30, 2015 and 2014,
contributions to the plan totaled $34,957 and $39,818, respectively.

Income Tax Status

The Institute qualifies as a tax—exempt organization under Section 501 (c) (3)
of the Internal Revenue Code and, therefore, has no provision for income
taxes except for unrelated business income tax applicable to certain
investment income. All applicable returns for the exempt organization are
filed in a timely manner; all payments for unrelated business income tax are
made in a timely manner. The Institute is liable for payment of payroll
taxes as an employer; all such amounts are paid in a timely manner as
required by state and federal regulations.
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

Board-Designated Endowment

Since inception of the Institute, the Board of Trustees has designated
certain contributions and bequests as a general endowment fund to support
the mission of the Institute. Since the endowment resulted from an internal
designation and not a donor-imposed restriction, it is classified and
reported as unrestricted net assets.

Amounts are released from the board-designated endowment as required to
support operating activities. As the Institute’s program services mature
and the associated revenues expand, the Institute expects to release smaller
amounts from the endowment. The Institute plans to allow its endowment to
grow where investment income will enhance operating activities.

To achieve that objective, the Institute has adopted an investment policy
that attempts to maximize total return consistent with an acceptable level
of risk. Endowment assets are invested in a well diversified asset mix
which includes equity and debt securities, mutual funds, and real estate
investment partnerships. The intended result is a consistent inflation-
protected rate of return that has sufficient liquidity to make needed annual
distributions while growing the endowment if possible. Actual returns in
any given year may vary. Investment risk is measured in terms of the total
endowment fund; investment assets and allocation thereto is managed to
provide an acceptable level of risk.

Recurring Fair Value Measurements

The Institute has provided fair value disclosure information for relevant
assets in these financial statements. The following tables summarize assets
which have been accounted for at fair value on a recurring basis as of
September 30, 2015 and 2014, along with the basis for the determination of
fair value:

level 1 Level 2 Level 3 Total
September 30, 2015
Equity securities 2,528,089 S - 5 - $2,528,089
Bond mutual funds - 1,469,701 - 1,469,701
Equity mutual funds - 363,921 - 363,921
Equity index funds - 729,417 N 729,417
Commodity index funds - 195, 009 . 195,009
Real estate = 150,083 150,083

$2,528,089 $2,758,048 $150,083 $5,436,220

September 30, 2014

Equity securities $3,182,098 $ - S - $3,182,0098
Bond mutual funds - 1,439,287 - 1,439,287
Equity mutual funds - 508,497 - 508,497
Equity index funds - 928,410 . 928,410
Commodity index funds - 315,433 - 315,433
Real estate - 150,083 150,083

$3,182,098 $3,191,627 $150,083 $6,523,808
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

For applicable assets, NJISJ values such assets using quoted market prices
in active markets for identical assets to the extent possible (Level 1).
To the extent that such market prices are not available, NJISJ next attempts
to value such assets using observable measurement criteria, including quoted
market prices of similar assets and liabilities in active and inactive
markets and other corroborated factors (Level 2). 1In the event that quoted
market prices in active markets and other observable measurement criteria
are not available, NJISJ develops measurement criteria based on the best
information available (Level 3).

Special Events
During the years ended September 30, 2015 and 2014, NJISJ held spring events
with the following results:

2015 2014
Gross revenue 5210, 695 $217,985
Direct expense (_39,970) (_79,730)

$170,725 $138,255

Management Evaluation of Subsequent Events
Management has evaluated subsequent events through December 28, 2015, the
date which the financial statements are available to be issued.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAIL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Independent Auditor’s Report

To the Board of Trustees
New Jersey Institute for Social Justice

I have audited, 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, the financial statements of New Jersey Institute for
Social Justice (NJISJ), as of and for the year ended September 30, 2015 and
the related notes to the financial statements and have issued my report
thereon dated December 28, 2015.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered
New Jersey Institute for Social Justice’s internal control over financial
reporting (internal control) to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing my opinion on
the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the organization’s internal control. Accordingly, I do
not express an opinion on the effectiveness of the NJISJ’'s internal control.

A deficiency in internal control exists when the design or operation of a
control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely
basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material
weakness, vyet important enough to merit attention by those charged with
governance.

My consideration of internal control was for the limited purpose described in
the first paragraph of this section and was not designed to identify all
deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during my audit, I did
not identify any deficiencies in internal control that I consider to be
material weaknesses. However, material weaknesses may exist that have not
been identified.

James M. Wood, Certified Public Accountant
603B Omni Drive ® Hillsborough, NJ 08844 14
(p) 908-431-1700 * (f) 908-431-1702
jmwood@jmwoodcpa.com



Campliance and Other Matters

As part of obtaining reasonable assurance about whether the organization’s
financial statements are free of material misstatement, I performed tests of
its compliance with certain provisions of laws, regulations, contracts and
grant agreements, 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 my audit and, accordingly, I do not express such an opinion. The results
of my tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

Purpose of this Report
The purpose of this report is solely to descrlbe the scope of my testlng of

internal control and compliance and the result of that testing, and not to
provide an opinion on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not

suitable for any other purpose.
8&4%0 ) //()m//

December 28, 2015
Hillsborough, NJ
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