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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
New Jersey Institute for Social Justice

Opinion

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 December 31, 2021 and 2020, and the related statements
of activities, functional expenses and cash flows for the years then ended, and
the related notes to the financial statements.

In my opinion, the accompanying financial statements present fairly, in all
material respects, the financial position of New Jersey Institute for Social
Justice as of December 31, 2021 and 2020, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of Bmerica.

Basis of Opinion

I conducted my audits in accordance with auditing standards generally accepted in
the United States of America. My responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of my report. I am required to be independent of the New
Jersey Institute for Social Justice and to meet my other ethical responsibilities,
in accordance with the relevant ethical requirements relating to my audits. I
believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the
financial statements in accordance with accounting principles generally accepted
in the United States of BAmerica, and for 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.

In preparing the financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Institute’s ability to continue as a going concermn
within one year after the date that the financial statements are available to be
issued.

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



Auditor’s Responsibility for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance apout whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and, therefore,
is not a guarantee that an audit conducted in accordance with generally accepted
auditing standards will always detect a material misstatement when it exists. The risk
of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including
omissions, are considered material if there is a substantial 1likelihood that,
individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, I:

- Exercise professional judgment and maintain professional skepticism
throughout the audit.

- Identify and assess the risks of material misstatement, whether due to
fraud or error, and design and perform audit procedures responsive to

those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial
statements.

= Obtain an understanding of the intermal control relevant to the audit 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 Institute’s internal control. Accordingly, no such
opinion is expressed.

= Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the financial statements.

- Conclude whether, in my judgment, there are conditions or events,
considered in the aggregate, that raise substantial doubt about the
Institute’s ability to continue as a going concern for a reasonable
period of time.

I am required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and
certain intermal control-related matters that I identified during the audit.

(f%/.;_l{if'?’;’.{f{}’ 7}’) M)ﬁ%ﬁ, M”?

April 25, 2022
Hillsborough, NJ



NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2021 AND 2020

Assets
Current assets

Cash & cash equivalents $
Investment securities
Accounts receivable
Pledges receivable

Total financial assets
Prepaid expenses

Total current assets

Property & equipment
Furniture & fixtures
Leasehold improvements

Less accumulated depreciation

Other assets
Security deposit

Liabilities & Net Assets (Accumulated Deficit)
Current liabilities
Accounts payable & accrued expenses $
Loan payable - Paycheck Protection Program

Net assets (accumulated deficit)
Without donor restrictions
Undesignated
Board designated

With donor restrictions

See accompanying notes to financial statements.

10 2020
1,125,882 963,725
6,823,855 6,111,829

5,918 13,693
25,000 25,000
7,980,655 7,114,247
13,833 17,284
7,994,488 7,131,531
212,445 196,567
44,556 44,556
257,001 241,123
(235,774) (231,486)
21,227 9,637
11,846 11,846
11,846 11,846
8,027,561 7,153,014
56,001 46,375

= 324,800

56,001 371,175

112,615 (569,211)
6,735,572 6,004,988
6,848,187 5,435,777
1,123,373 1,346,062
7,971,560 6,781,839
8,027,561 7,153,014
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2021 AND 2020

Cash flows from operating activities
Increase in net assets $
Adjustments to reconcile increase
in net assets to net cash provided by
operating activities:
Depreciation
Gains on investment securities
Paycheck Protection Program lcan forgiveness
(Increase) decrease in:
Accounts receivable
Prepaid expenses
Increase (decrease) in:
Accounts payable & accrued expenses

Cash provided by operating activities
Cash flows from investing activities
Proceeds from sale of investment securities
Acquisition of investment securities

Acquisition of fixed assets

Cash provided by (used in) investing activities
activities

Cash flows from financing activities
Proceeds from loan payable

Cash provided by financing activities
Net increase in cash & cash equivalents

Cash & cash equivalents
Beginning of year

End of year $

accompanying notes to financial statements.

2021 2020
1,189,721 736,525
4,288 3,450
(706, 831) (533,327)
(324, 800) -
7,775 (5,700)
3,451 2,379
9,626 (29,290)
183,230 174,031
150,000 700,000
(155,195) (521,136)
(15,878) -
(21,073) 178, 864

- 324, 800

- 324,800

162,157 677,695
963,725 286,030
1,125,882  $ 963,725
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDING DECEMBER 31, 2021 AND 2020

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 financial
statements have been prepared on the accrual basis of accounting. Net assets are
classified based on the existence or absence of donor-imposed restrictions and
are defined as follows:

Net assets without donor restrictions - net assets not subject to donor-
imposed conditions and expendable for operating purposes.

Net assets with donor restrictions - net assets subject to donor-imposed
conditions that will be met by actions of the Institute and/or by the
passage of time.

Included in net assets without donor restrictions are board designated 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. Use of
endowment assets for programs and operations are determined by the Board of
Trustees.

Cash & cash equivalents

The financial statement item “cash & cash equivalents” 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 without donor restrictions or with donor restrictions depending
on the existence and/or nature of any donor-imposed restrictions.



NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAIL STATEMENTS
YEAR ENDING DECEMBER 31, 2021 AND 2020

Grants

Grants received from foundations and corporations are treated as contributions
and are recorded as without or with donor restrictions depending on the nature
of any donor imposed conditions. Grants which are conditional in nature are
recognized when the underlying conditions are substantially satisfied.

Contractual arrangements
Revenue from contractual arrangements is recognized when the related services
are rendered.

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 year ending December 31, 2021.

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.




NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDING DECEMBER 31, 2021 AND 2020

Funding

During the vyear ended December 31, 2021, the Institute received
approximately 12% of its funding from one grantor; the remaining revenue
sources were diversified with no more than 7% 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:

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 assets 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 ILevel 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 mutual and exchange-traded funds are measured at
fair value using the quoted market prices and are classified as Level 1.

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

Accounting for uncertainty in income taxes

The Institute’s accounting policy is to provide liabilities for uncertain tax
positions when a liability is probable and estimable. Management is not aware
of any violation of tax status or exposure to uncertain tax positions that could
require accrual or which could affect its liquidity or future cash flows. The
Institute’s exempt organization filings for the years ended September 30, 2019
and 2018, the three-month period ended December 31, 2019, and the years ended
December 31 2021 and 2020 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 periods.

10
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDING DECEMBER 31, 2021 AND 2020

New accounting pronouncements

The Financial Accounting Standards Board issued Update No. 2016-02, Leases
(Topic 842), in February 2016. Under this guidance, lessees are required to
record most leases on their balance sheets but recognize expenses in the income
statement. All entities will classify leases to determine how to recognize
lease-related revenue and expense. Disclosures are required by lessees and
lessors to meet the objective of enabling users of financial statements to
assess the amount, timing, and uncertainty of cash flows arising from leases.
The amendments in this Update are effective for fiscal years beginning after
December 15, 2021. Management is evaluating the impact of this updated guidance
on its financial statements.

Investment Securities
As of December 31, 2021 and 2020 consist of the following:

Fair

Value Cost

2021
Equities S 606,160 S 369,291
Bond funds 1,430,998 1,455,782
Equity funds 4,338,389 3,161,849
Real estate funds 448,308 547,190
$6,823,855 $5,534,112

2020
Equities $ 574,618 S 369,660
Bond funds 1,393,852 1,420,542
Equity funds 3,808,029 3,090,876
Commodity funds 149,705 402,075
Real estate funds 185,625 144,007
$6,111,829 $5,427,160

Commitments

The Institute is obligated under the terms of leases for office space and certain
equipment as follows for future years ending December 31:

2022 $9,998
Management expects to renew the Institute’s lease for office space in 2022.

Rent expense totaled $119, 973 and $128, 781 for the period ended December 31, 2021
and 2020 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 year ended December 31, 2021 and 2020, contributions
to the plan totaled $53,068 and $48,602, respectively.

11
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NEW JERSEY INSTITUTE FOR SOCIAL JUSTICE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDING DECEMBER 31, 2021 AND 2020

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 mammer. 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.

Net Assets

Board-Designated Net Assets - 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. As a board designation, the endowment is included in net assets
without donor restrictions.

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.

Endowment net assets activity as of December 31, 2021 and 2020 for the year then
ended is as follows:

Endowment net assets, 12/31/19 $5,662,433
Investment return, net 627,555
Distributions & appropriations

pursuant to spending policy (285, 000)
Endowment net assets, 12/31/20 6,004,988
Investment return, net 880,584
Distributions & appropriations

pursuant to spending polity (150,000)
Endowment net assets, 12/31/21 $6,735,572
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With Donor Restrictions
As of December 31, 2021 and 2020, net assets with donor restrictions subject to
specified use are as follows:

2021 2020

Criminal Justice $ 554,549 $ 532,486
Economic Mobility 308,868 393,820
Democracy & Justice 259,956 380,486
Trustee Social Justice Legal Fund - 39,270
$1,123,373 $1,346,062

Net assets were released from donor restrictions by incurring expenses satisfying
the restricted purpose as follows for the year ended December 31, 2021 and 2020:

2021 2020
Criminal Justice $ 814,937 $ 868,792
Economic Mobility 381,951 349,379
Democracy & Justice 575,531 665,421
Trustee Social Justice Legal fund 39,270 -

$1,811,689 $1,883,592

(7) 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 December 31, 2021 and
2020, along with the basis for the determination of fair value:

Level 1 Level 2 Level 3 Total

Decemnber 31, 2021
Equities $ 606,160 $ - S - $ 606,160
Bond funds 1,430,998 = = 1,430,998
Equity funds 4,338,389 - - 4,338,389
Real estate funds 448,308 - - 448,308
Money market funds 50,633 = = 50,633
$6,874,488 S - S - $6,874,488

December 31, 2020
Equities S 574,618 S = S - $§ 571,618
Bond funds 1,393,852 - ¥ 1,393,852
Equity funds 3,808,029 - - 3,808,029
Commodity funds 149,705 - - 149,705
Real estate funds 185,625 - = 185,625
Money market funds 32,075 - - 32,075
$6,143,904 5 - $ - $6,143,904

Financial instruments are presented in the following line items of
the statements of financial position:

2021 2020
Cash & cash equivalents $1,125,882 & 963,725
Investment securities 6,823,855 6,111,829

57,949,737 $7,075,554
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For applicable assets, the Institute 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, the Institute 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). In the event that quoted
market prices in active markets and other observable measurement criteria are
not available, the Institute develops measurement criteria based on the best
information available (Level 3).

Paycheck Protection Program Loans

In response to the coronavirus pandemic, the United States Congress passed the
Coronavirus Aid, Relief and Economic Security Act (CARES) which provides direct
economic assistance and loans to business entities. In May 2020, the Institute
received a loan of $324,800 under the Paycheck Protection Program (PPP) which
is a component of the CARES Act. The Institute met the criteria for loan
forgiveness recognizing $324,800 as income during the year ended December 31,
2021.

Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or
other restrictions limiting their use, within one year of the statement of
financial position, are comprised of the following as of December 31, 2020:

2021 2020
Cash and cash equivalents $1,125,882 $ 963,725
Investment securities 6,823,855 6,111,829
Accounts receivable 5,918 13,693
Pledges receivable 25,000 25,000
Financial assets 7,980,655 7,114,247
Less:
Donor restrictions 1,123,373 1,346,062
Financial assets available for
general expenditure $6,857,282 $5,768,185

Risks and Uncertainties

Coronavirus

In March 2020, the World Health Organization declared the outbreak of a novel
coronavirus (COVID-19) as a pandemic which has spread throughout the United
States. On March 21, 2020, the governor of New Jersey declared a health
emergency and issued an order to close all nonessential businesses and
activities until further notice. As of the date of these financial statements,
all activities of the Institute are operating primarily virtually.

Further, the coronavirus pandemic may affect donor’s and grantor’s ability to
contribute to activities of the Institute. The overall impact on the
Institute’s operations, earnings, cash flows and financial position cannot
reasonably be estimated as of the date to there financial statements.
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Subsequent Events

The Institute has evaluated the need for adjustments resulting from subsequent
events through April 25, 2022, the date the financial statements were available
to be issued. Based upon this evaluation, no adjustments or additional
disclosures were required to the financial statements as of December 31, 2021.
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