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INDEPENDENT AUDITOR'S REPORT

To the Board of Trustees
American Civil Liberties Union of New Jersey
American Civil Liberties Union - NJ Foundation

I have audited the accompanying consolidated statements of the American Civil
Liberties Union of New Jersey and the American Civil Liberties Union - NJ
Foundation (collectively referenced as the ACLU) which comprise the
statements of financial position as of March 31, 2017 and 2016, 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 erxrror.

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. 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.

James M. Wood, Certfied Public Accountant
603B Omni Drive ® Hillshorough, NJ 08844
(p) 908-431-1700 ° (f) 908-431-1702

jmwood@jmwoodcpa.com



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 the American Civil Liberties
Union of New Jersey and the American Civil Liberties Union - NJ Foundation as
of March 31, 2017 and 2016, 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.

Other Matter

My audit was conducted for the purpose of forming an opinion on the
consolidated financial statements as a whole. The consolidated information
is presented for purposes of additional analysis rather than to present the
financial position and changes in net assets of the individual entities, and
is not a regquired part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to
prepare the consolidated financial statements. The consolidating information
has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures,
including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated
financial statements or to the consolidated financial statements themselves,
and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In my opinion, the
information is fairly stated, in all material respects, in relation to the
consolidated financial statements as a whole.

ﬁa/mwm. JDr3A

August 15, 2017
Hillsborough, NJ
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AMERICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERICAN CIVIL LIBERTIES UNION - NJ FOUNDATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED MARCH 31, 2017 AND 2016

2017 2016

Cash flows from operating activities
Increase (decrease) in net assets $ 1,750,573 S (827,242)
Adjustments to reconcile increase
(decrease) in net assets to cash provided
by operating activities:

Depreciation 16,315 17,591
(Gain) loss on investment securities (255, 795) 102,349
Pledge received with time-imposed

temporary restriction (539,657) -

(Increase) decrease in:
Accounts ret¢eivable (713,349) 187,149
Inter-company funds - -
Prepaid expenses (1,423) (3,047)

Increase (decrease) in:
Accounts payable & accrued expenses 49,471 (64,820)
306,135 (588,020)

Cash flows from investing activities

Acquisition of investment securities (894,873) (60,745)
Proceeds from sales of investments 485,000 584,208
Acquisition of property and equipment (21,683) (11,617)

(431,556) 511, 846

Cash flows from financing activities
Collections on pledges receivable 375,000 169,312

Increase in cash & cash equivalents 249,579 93,138

Cash & cash equivalents
Beginning of year 779,544 686,406

End of year S 1,029,123 S 779,544

See accompanying notes to consolidated financial statements.
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AMERTCAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERICAN CIVIL LIBERTIES UNION - NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

Summary of Significant Accounting Policies

Nature of activities

The American Civil Liberties Union of New Jersey and the American Civil
Liberties Union - NJ Foundation (collectively referenced as the ACLU)
are two not-for-profit organizations whose mission is to protect and
promote civil liberty principles in the State of New Jersey. The
executive committee of the American Civil Liberties Union of New Jersey
serves as the board of directors for the American Civil Liberties Union
- NJ Foundation.

The American Civil Liberties Union of New Jersey is a tax-exempt
organization under §501(c)(4) of the Internal Revenue Code. The
American Civil Liberties Union - NJ Foundation is a tax-exempt public
charity under §501(c) (3) of the Internal Revenue Code. Accordingly, the
mission and activities of each organization are separate and distinct
in order to comply with related laws and tax requirements.

Financial statement presentation

In accordance with generally accepted accounting principles, the ACLU
reports its statements of financial position and activities according
to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. The ACLU
has unrestricted, temporarily restricted and permanently restricted net
assets as of March 31, 2017. The ACLU has unrestricted and temporarily
restricted net assets as of March 31, 2016.

Contributions

Contributions received are recorded as unrestricted, temporarily
restricted, or permanently restricted support, depending on the
existence or nature of any donor restrictions.

Unconditional promises to give are recorded as pledge contributions and
contributions receivable in the period the promise is received.
Payments received in subsequent periods, such as payments on multi-year
gifts, are recorded as decreases in the corresponding pledges receivable
balance. Pledges receivable due in more than one year are recorded at
the present value of their net realizable value, using applicable risk-
adjusted interest rates to discount the amounts. Allowances for
doubtful pledges are provided by management based on past experience
with individual donors.

Pledges received with multi-year payment schedules are recorded as
temporarily restricted net assets, i.e. pledges with time-imposed
restrictions. Payments received in subsequent periods are reflected as
a release of the time-imposed restriction.

Certain contributions, pledges and bequests are subject to a revenue
sharing agreement with the national organization. The ACLU records its
actual or estimated share of income.



AMERTICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERTCAN CIVIL LIBERTIES UNION - NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

Grants received in advance

Grant revenue is recorded during the period for which the funds are
intended or in which the related activities are performed. Amounts
received in advance are recognized as revenue during the intended
period.

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.

Donated services
Legal services are donated by numerous attorneys as an integral part of
the ACLU's services. The estimated value of these professional services
is undetermined.

Functional expenses

Expenses are charged to programs, management & general, or fund raising
based on direct expenses incurred. Any expenses not directly chargeable
are allocated to programs 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.

Cash & cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents
include demand deposits in financial institutions, highly liquid money
market investments, and time deposits or debt instruments with initial
maturities of 90 days or less.

Property & equipment

Acquisitions of office furniture and equipment with estimated useful
lives in excess of one year are capitalized and depreciated over the
estimated useful life of each asset using the straight line method.

Income taxes

The American Civil Liberties Union of New Jersey is a tax-exempt
organization under Section 501(c) (4) of the Internal Revenue Code. The
American Civil Liberties Union - New Jersey Foundation is a tax-exempt
organization under Section 501(c) (3) of the Internal Revenue Code.
Therefore, there is no provision for income taxes.



AMERICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERICAN CIVIL LIBERTIES UNION - NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAIL, STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

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.

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.

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:

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

ACLU Pooled Fund - The investment in the ACLU Pooled Fund is classified
as Level 2 due to the nature of the underlying assets.

Concentrations of credit and market risk

Financial instruments that potentially expose the ACLU to concentrations
of credit and market risk consist primarily of cash and investments.
Cash is maintained at high-quality fimancial institutions, and credit
exposure is limited to any one institution. The ACLU has not
experienced any losses on its cash or cash equivalents. The ACLU's
investment securities do not represent significant concentrations of
market risk.

Accounting for uncertainty in income taxes

The ACLU' 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 ACLU’'s exempt organization filings for the
years ended March 31, 2014 through 2017 are subject to examination by
the Internal Revenue Service and the State of New Jersey. Further, the
Internal Revenue Service may examine the ACLU’s financial activities for
income and unrelated business tax for those years.
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AMERICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERTCAN CIVIL LIBERTIES UNION -~ NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

New accounting pronouncements

The Financial Accounting Standards Board (FASB) 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. In
applying this guidance, entities must also determine whether an
arrangement contains a lease or service agreement. 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, 2019 and interim
periods within fiscal years beginning after December 15, 2020.
Management is evaluating the impact of this updated guidance on its
financial statements.

The Financial Accounting Standards Board (FASB) issued Update No. 2016-
14, Presentation of Financial Statements of Not-for-Profit Entities
(Topic 958), in August 2016. Under this guidance, not-for-profit
entities will report net assets with donor restrictions and net assets
without donor restrictions instead of the currently-required three
classes. Not-for-profit entities will also provide enhanced disclosures
regarding board designations, composition of net assets with donor
restrictions, management of liquid resources available to meet cash
needs, cost allocation among program and support functions, and
underwater endowment funds. Further, the guidance requires reporting
of investment returns net of investment expenses and clarifies
accounting and disclosure for gifts restricted to the acquisition or
construction of long-lived assets. The amendments in this Update are
effective for years beginning after December 15, 2017 and for interim
periods within fiscal years beginning after December 15, 2018.
Management is evaluating the impact of this updated guidance on its
financial statements.

Investment Securities
As of March 31, 2017 and 2016 investment securities consist of the
following:

Fair
Cost Value

March 31, 2017
ACLU Pooled Fund $ 809,057 $ 861,210
Mutual funds 2,276,489 2,639,381

$3,085,546 $3,500,591

March 31, 2016
ACLU Pooled Fund S 93,386 S 89,359
Mutual funds 2,476,405 2,745,564
$2,569,791 $2,834,923

10
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AMERTICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERICAN CIVIL LIBERTIES UNION - NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

Pledges Receivable

Pledges receivable which are expected to be collected after one year
have been discounted to net present value at rates ranging from 2.0% to
2.74% and are reflected in the consolidated financial statements at
their net realizable value.

As of March 31, 2017 and 2016, long term pledges receivable are
comprised of the following:

2017 2016
Gross pledges receivable $2,125,000 $2,000,000
Less discount to present value (186,012) _ (225,669)

$1,938,988 $1,774,331

Management believes that pledges receivable will be collected in full
when due. Accordingly, no provision for uncollectible pledges
receivable is recognized in the accompanying consolidated financial
statements.

As of March 31, 2017, anticipated future payments on pledges receivable
are as follows for the years ending March 31:

2018 $ 250,000
2019 250,000
2020 250,000
2021 250,000
2022 250,000
Thereafter 875,000

$2,125,000

11
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AMERICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERTCAN CIVIL LIBERTIES UNION - NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

Pension

Defined Benefit Plan

The ACLU-NJ participates in a defined benefit pension plan sponsored by
the American Civil Liberties Union - National which covers substantially
all employees who were employed through March 31, 2009. Eligible
participants continue in the defined benefit plan through date of
separation or retirement. Annual consolidated contributions made to the
plan totaled $96,914 and $88,093 for the years ended March 31, 2017 and
2016, respectively, representing less than 5% of total Plan
contributions each year. The required contributions determined by the
American Civil Liberties Union - National approximate the expense
computed in accordance with generally accepted accounting principles.
Plan information is as follows:

Name of Plan: The American Civil Liberties Unicn Retirement Plan
Employer ID: 13-4921750
Plan Numbexr: 001
March 31,
2017 2016
Total Plan assets 5 98,668,960 $ 87,854,358
Accumulated benefit obligation 135,453,128 142,103,875
Funded status $(36,784,168) $(54,249,517)
Funded % 73% 62%

As of March 31, 2017 no funding improvement or rehabilitation plan, as
defined by the Employee Retirement Income Security Act of 1974, has been
implemented or is pending. There were no employer surcharges paid on
the plan for the years ended March 31, 2017 and 2016. The American
Civil Liberties Union - National expects to contribute $6,300,000 to the
Plan for the fiscal year ending March 31, 2018.

Defined Contribution Plan

The ACLU-NJ participates in a defined contribution pension plan
sponsored by the American Civil Liberties Union - National which covers
substantially all employees who become employed on or after April 1,
2009. Participants may contribute to the plan under a salary deferral
arrangement; the ACLU-NJ matches those deferrals at a rate of 100% for
the first 1% of pay and 50% of the next 5% of pay. Additionally, the
ACLU-NJ contributes 2% of compensation for all participants. ACLU-NJ
contributions are fully vested after participants attain 2 years of
service. For the years ended March 31, 2017 and 2016, consolidated
contributions to the plan totaled $43,331 and $28,600, respectively.
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AMERICAN CIVIL LIBERTIES UNION OF NEW JERSEY
AMERICAN CIVIL LIBERTIES UNION - NJ FOUNDATION
NOTES TO CONSOLIDATED FINANCIAI:, STATEMENTS
YEARS ENDED MARCH 31, 2017 AND 2016

Operating Lease Commitments
The ACLU leases office space in Newark, NJ. The following is a schedule
for future lease commitments as of March 31, 2017:

Year ending March 31,

2018 S 57,934
2019 87,480
2020 89,404
2021 91,342
2022 93,294
Thereafter 574,920

$994,374

Fair Value of Financial Instruments

The ACLU’s assets recorded at fair value have been categorized based
upon a fair value hierarchy as described in Note 1. The table below
presents the balances of assets measured on a recurring basis as of
March 31, 2017 and 2016.

Level 1 Level 2 Total
2017
Mutual & index funds $2,639,381% - $2,639,381
ACILU Pooled Fund - 861,210 861,210
$2,639,381 $_ 861,210 $3,500,591

2016

Mutual & index funds $2,745,564$ - 82,745,564
ACLU Pooled Fund - 89,359 89,359
$2,745,564 $ 89,359 $2,834,923

Board Designated Reserve

As of March 31, 2017 and 2016, the Board of Trustees designated
$2,000,000 of nonoperating funds to be used each year for (1) ensuring
the stability of the ACLU’s mission, programs, employment and ongoing
operations; and (2) funding future strategic initiatives including, but
not limited to, capital expenditures, development of new or existing
programs, and emergency responses in support of the mission.

Insured Deposits

As of March 31, 2017 and 2016, cash exceeding federally insured limits
in one depository institution totaled $22,782 and $0 respectively.
Management does not consider the solvency of the financial institution
a concern as of March 31, 2017.

Evaluation of Subsequent Events

Management has evaluated subsequent events through August 15, 2017, the
date which the financial statements were available to be issued.
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