NEWARK
DOWNTOWN
DISTRICT

NEWARK DOWNTOWN DISTRICT MANAGEMENT CORPORATION
Financial Statements
December 31, 2023 and 2022
With Independent Auditor’s Report

withum

ADVISORY TAX AUDIT



Newark Downtown District Management Corporation
Table of Contents
December 31, 2023 and 2022

Independent Auditor’s Report

Financial Statements

Statements of Financial Position

Statements of Activities and Changes in Net Assets (Deficit)
Statements of Functional Expenses

Statements of Cash Flows

Notes to Financial Statements

5-6

8-17



withum

ADVISORY TAX AUDIT

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of
Newark Downtown District Management Corporation:

Opinion

We have audited the financial statements of Newark Downtown District Management Corporation (the
“Organization”), which comprise the statements of financial position as of December 31, 2023 and 2022, and the
related statements of activities and changes in net assets (deficit), functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of December 31, 2023 and 2022, and the changes in its net assets (deficit)
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
("GAAS”). Our responsibilities under those standards are described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of our report. We are required to be independent of the Organization and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management 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.

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 Organization’s ability to continue as a going
concern for one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about 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 our 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 GAAS 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 are considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.
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In performing an audit in accordance with GAAS, we:

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

e |dentify and assess the risks of material misstatement of the financial statements, 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.

e Obtain an understanding of internal 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 Organization’s internal control. Accordingly, no such opinion is expressed.

e 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.

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

We are 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 internal control-related matters that we
identified during the audit.

Wi%%ﬁ%%%, A

August 15, 2024



Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

1.

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Activities

Newark Downtown District Management Corporation (the "Organization") was established in February 1998
as a nonprofit organization. In September 1998, the Organization was designated by the City of Newark
(the “City”) to be the District Management Corporation for its Special Improvement District (“SID”) and is
governed by a volunteer Board of Trustees. The Organization’s purpose is to revitalize Downtown Newark
by improving the economic viability of the central business district, and enhancing the quality of life for
residents, workers, students, and visitors to the City. Funding for the Organization is derived from a special
assessment to property owners in the SID.

Basis of Accounting
The accompanying financial statements are prepared on the accrual basis and in conformity with
accounting principles generally accepted in the United States of America (“GAAP”).

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions
and may be expended for any purpose in performing the primary objectives of the Organization. These
net assets may be used at the discretion of the Organization’s management and the board of directors.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors, and grantors.
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the
Organization or by the passage of time. Other donor restrictions are perpetual in nature, whereby the
donor has stipulated the funds be maintained in perpetuity.

Donor-restricted contributions are reported as increases in net assets with donor restrictions. When a
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without
donor restrictions in the statements of activities and changes in net assets (deficit). For the years ended
December 31, 2023 and 2022 the Organization had no net assets with donor restrictions.

Functional Expenses

The costs of providing program and other activities have been summarized on a functional basis in the
statements of activities and changes in net assets (deficit) and in the statements of functional expenses.
Costs that are directly related to a specific program or general and administrative are directly charged to
their functional category. Certain costs have been allocated among the programs and supporting services in
ratios determined by management to reflect the benefit received. Salaries, employee benefits, payroll taxes,
and payroll fees are allocated on the basis of the amount of time and effort spent by each employee on
each functional category.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and in the bank as well as all short-term securities held
for the primary purpose of general liquidity. Such securities normally mature within three months from the
date of acquisition.

Bond Discount
Discounts on bonds are amortized over the term of the related bond using the effective interest method.

Income Taxes

The Organization is exempt from federal income tax as an organization described in Section 501(c)(3) of
the Internal Revenue Code. Accordingly, the accompanying financial statements do not reflect provisions
for federal and state income taxes.



Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

The Organization evaluates tax positions requiring recognition using a more-likely-than-not threshold, and
those tax positions requiring recognition are measured at the largest amount of tax benefit that is greater
than 50% likely of being realized upon ultimate settlement with a taxing authority that has full knowledge of
all relevant information. The Organization has evaluated the likelihood of their tax-exempt status being
challenged as remote. Accordingly, as of December 31, 2023 or 2022, the Organization has not included
any income tax provisions, including interest and penalties, in the financial statements.

Financial Instruments

The Organization’s financial instruments as of December 31, 2023 and 2022 include cash and cash
equivalents, receivables, accounts payable, accrued liabilities long term debt and deferred revenues. The
carrying value of long-term debt approximates their fair value as the interest rate is reflective of interest
rates available in the marketplace. The carrying value of the remaining financial instruments approximates
their fair value due to the relatively short maturities of these instruments.

Service Fees and Other Receivables

Service fees and other receivables are stated without an allowance for doubtful accounts. The
Organization’s experience indicates that an allowance for doubtful accounts would not be significantly
different than the direct write-off method; therefore, no allowance for doubtful accounts is presented.

Support and Revenue

Grants and other contributions of cash and other assets are reported as net assets with donor restrictions if
they are received with donor stipulations that limit the use of the donated assets. When a donor restriction
expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished, net assets
with donor restrictions are reclassified to net assets without restrictions and reported in the statements of
activities and changes in net assets (deficit) as net assets released from restrictions. Contributions with no
restrictions are recorded as received.

Use of Estimates

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 disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Impairment of Long-Lived Assets

The Organization reviews its long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. In performing a review
for impairment, the Organization compares the carrying value of the assets with their estimated future
undiscounted cash flows. If it is determined that impairment has occurred, the loss would be recognized
during that period. The impairment loss is calculated as the difference between the asset carrying values
and the present value of estimated net cash flows or comparable market values, giving consideration to
recent operating performance and pricing trends. The Organization does not believe that any material
impairment exists related to its long-lived assets.



Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

Furniture, Equipment and Capital Improvements

Furniture, equipment and capital improvements are recorded at cost less accumulated depreciation.
Depreciation of furniture, equipment and capital improvements is provided on a straight-line basis over the
following estimated useful lives:

Estimated
Description Life (Years)
Furniture and fixtures 7
Equipment 5-10
District improvements 39
Streetscape project 15
Website 15
Leasehold improvements 15-39

Costs of maintenance and repairs that do not improve or extend the useful lives of their respective assets
are expensed as incurred.

Compensated Absences

Employees of the Organization are entitled to paid vacation and sick time, depending upon length of
service. The Organization’s policy is for the employees to use their vacation time in the current year. If the
vacation is not utilized, employees may carry over no more than one week (40 hours) of vacation into the
following year. As of the years ended December 31, 2023 and 2022, there were no unused vacation days
carried to the following year.

Advertising Costs
Advertising costs are expensed as incurred. For the years ended December 31, 2023 and 2022, the
Organization had advertising costs of $55,338 and $2,500, respectively.

Reclassification
Certain prior year amounts in the statements of functional expenses for consulting and project design fees,
landscaping, and community events have been reclassified to conform to the current year's presentation.

Leases

The Organization categorizes leases with contractual terms longer than twelve months as either operating
or finance. Finance leases are generally those leases that allow the Organization to substantially utilize or
pay for the entire asset over its estimated life. All other leases categorized as operating leases. Leases with
contractual terms of twelve months or less are not recorded on the statements of financial position. The
Organization had no finance leases during 2023 and 2022.

Certain lease contracts include obligations to pay for other services, such as operations, property taxes,
and maintenance. For leases of property, the Organization accounts for these other services as a
component of the lease. For all other leases, the services are accounted for separately and the
Organization allocates payments to the lease and other service components based on estimated stand-
alone prices.

10



Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

Lease liabilities are recognized at the present value of the fixed lease payments using a discount rate
based on similarly secured borrowings available. Right of use assets are recognized based on the initial
present value of the fixed lease payments. Lease assets are tested for impairment in the same manner as
long-lived assets used in operations.

Costs associated with operating lease assets are recognized on a straight-line basis within operating
expenses over the terms of the leases.

Options to extend lease terms, terminate leases before the contractual expiration date, or purchase the
leased assets, are evaluated for their likelihood of exercise. If it is reasonably certain that the option will be
exercised, the option is considered in determining the classification and measurement of the lease.

Recent Accounting Pronouncements Adopted

Measurement of Credit Losses on Financial Instruments

In June 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
(“ASU”) 2016-13, Measurement of Credit Losses on Financial Instruments, which requires credit losses on
most financial assets measured at amortized cost and certain other instruments to be measured using an
expected credit loss model, referred to as the current expected credit loss (“CECL”) model. Under this
model, entities are required to estimate credit losses over the entire contractual term of the instrument. The
Organization adopted the provisions of ASU 2016-13 effective January 1, 2023, with minimal impact to its
financial statements.

2, FINANCIAL ASSETS AND LIQUIDITY RESOURCES

As of December 31, 2023 and 2022, the Organization’s liquidity recourses and financial assets available
within one year for general expenditure, such as operating expenses were as follows:

2023 2022
Financial assets
Cash and cash equivalents $ 2,162,659 $ 2,244,257
Cash - board designated operating reserves 2,272,337 2,195,580
Service fee and other receivables 2,100,374 2,605
Financial assets and liquidity resources $ 6,535,370 $ 4,442,442

The Organization regularly monitors liquidity required to meet its operating needs and commitments. Assets
whose use is limited is available to pay debt service costs.

3. ASSETS WHOSE USE IS LIMITED

In accordance with the provisions of the loan agreement relating to bonds payable, as further described in
Note 6, the Organization is required to have funds in accounts held by a trustee and segregated from all
other funds. These restricted funds are to be used for financing costs and were cash and cash equivalents
at December 31, 2023 and 2022. In 2012, the bond attorney approved these restricted funds to be used for
the Community Resource Center (the “CRC”). The CRC was created to improve the safety and cleanliness
in the central business district to make it more “Business Friendly” and “Family Friendly”. Restricted cash
consists of assets that are held by the trustee and include the following accounts at December 31:

11



Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

2023 2022
Direct wide streetscape project
Revenue account $ 173,419 $ 157,077
Principal account 2 2
Interest account 41,966 3,517
Construction fund - 2019 project account - 189,890
Debt service reserve fund 670,470 676,517
Costs of issuance fund 1,084 1,035

$ 886,941 $ 1,028,038

Debt service fund:

Revenue account - An amount received from the operating bank account to pay principal account and
interest account.

Principal account - An amount to pay the principal of the related series of bonds at maturity or at such
other time as the same may become due and payable.

Interest account - An amount to pay the interest becoming due on the related series of bonds on each
interest payment date and to pay accrued interest on such bonds to be redeemed.

Construction fund project account - An amount for payment of costs of each project for which any bonds are
issued thereunder.

Debt service reserve fund - An amount equal to the debt service reserve fund requirement for the Series
2019 Bonds.

Costs of issuance fund - An amount set forth in connection with the issuance and sale for the Series 2019
Bonds.

4, SERVICE FEES AND OTHER RECEIVABLES

The Organization entered into various agreements where the Organization charges a fee for the use of their
ambassadors and streetscape service. These fees are recorded net of the expenses. Such fees are
governed by ASC 606, Revenue from Contracts with Customers (“ASC 606”). Under ASC 606, in
determining the appropriate amount of revenue to be recognized as it fulfills its obligations under its
agreements, the Organization performs the following steps: (i) identify contracts with customers; (ii) identify
performance obligations; (iii) determine the transaction price; (iv) allocation of the transaction price to the
performance obligations; and (v) recognition of revenue when (or as) the Organization satisfies each
performance obligation. Receivables for these services at December 31, 2023 and 2022 were $-0- and
$2,338, respectively, and are included in service fee and other receivables on the statements of financial
position. Service fee revenue as of December 31, 2023 and 2022 was $57,835 and $8,772, respectively,
and is included in other income, net in the statements of activities and changes in net assets (deficit).

The Organization entered into an agreement in 2016 with the City of Newark where the Organization is

responsible for the street pole banner management. The Organization is responsible for managing and
selling advertising signage space on the light poles within the Special Improvement District (“SID”).

12



Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

As of December 31, 2023 and 2022, the Organization had no reserve for credit losses. The Organization
based this decision on management’s analysis of historical collection experience, as well as expectations
regarding current and future economic conditions.

5. FURNITURE, EQUIPMENT AND CAPITAL IMPROVEMENTS

Furniture, equipment and capital improvements are stated at cost or management’s estimate of cost as

follows:
2023 2022

Streetscape project $ 5,566,729 $ 5,342,385
Leasehold improvements 177,137 177,137
Furniture and fixtures 55,367 55,367
Equipment and website 524,022 469,324

Total furniture, equipment and capital improvements, at cost 6,323,255 6,044,213
Less: Accumulated depreciation 5,465,436 5,179,631

Total furniture, equipment and capital improvements, net $ 857819 § 864,582

Depreciation expense for the years ended December 31, 2023 and 2022 was $401,387 and $432,631,
respectively, and is included in the statements of activities and changes in net assets (deficit).

6. BONDS PAYABLE

On June 1, 2007, the Organization entered into a loan agreement with the New Jersey Economic
Development Authority (the “Authority”) whereby the Authority agreed to loan to the Organization the
proceeds from its Revenue Bonds (Newark Downtown District Management Corporation) Series 2007
(“Series 2007 Bonds”) in the amount of $10,000,000. The proceeds were used to finance the Organization’s
district-wide streetscape improvements, including decorative lighting, corner treatments, street signs,
benches, trash receptacles, trees and pits, plantings and planters in the City of Newark’s Downton Special
Improvement District and to fund a debt service reserve fund, renewal and replacement fund and to partially
pay for the costs of issuance of the bonds. In 2012, the bond attorney approved these proceeds to be used
for the CRC. The Series 2007 Bonds are special, limited obligations of the Authority and Commerce Bank
(the “Trustee”) also dated June 1, 2007. Bond revenues include the pledged SID assessments, proceeds of
the bonds deposited with the Trustee and investment income earned on funds held with the Trustee. The
interest rate on the remaining bonds payable was 5.125% annually with original maturing dates of June 15,
2027 and June 15, 2037.

The Series 2007 Bonds were evidenced by a note and contain provisions in respect to interest, principal,
premium and redemption identical to the provisions of the Series 2007 Bonds contained in the Trust
Indenture. The principal and interest on the 2007 Series Bonds are secured by the pledged assessments
collected by the City of Newark on behalf of the Organization.
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Newark Downtown District Management Corporation
Notes to Financial Statements
December 31, 2023 and 2022

In January 2019, the Organization refinanced the bonds payable by entering into a loan agreement with the
Authority whereby the Authority agreed to loan to the Organization the proceeds from its Revenue Bonds
(Newark Downtown District Management Corporation) Series 2019 (“Series 2019 Bonds”) in the amount of
$7,905,000. The proceeds, together with other available funds, were used by the Organization to refund the
outstanding principal amount of the Series 2007 Bonds, finance various streetscape improvements
including decorative street lighting in the Downtown Newark Special Improvement District, fund a debt
service reserve fund as security for the payment of the principal and interest on the Series 2019 Bonds, and
pay certain costs of issuance of the Series 2019 Bonds. The loan will bear interest from the date of
issuance thereof, payable semi-annually on June 15 and December 15 of each year, commencing on
June 15, 2019. Payments of the principal of, and interest on, the Series 2019 Bonds will be made by TD
Bank, National Association, Cherry Hill, New Jersey, as new Trustee, to Cede & Co., as nominee for
Depository Trust Company, New York, New York (“DTC”), for disbursement to DTC participants, and
subsequent disbursements to the beneficial owners of the Series 2019 Bonds. The bonds payable have an
annual interest rate of 5.125% (effective interest rate of 5.11%) and mature June 15, 2037. Retroactive
effect has been given to the effect of the refinancing as of December 31, 2018 in the determination of
current and long-term classifications.

Amounts outstanding at December 31 are as follows:

2023 2022
New Jersey Economic Development Authority $ 6,495,000 $ 6,805,000
Less: Unamortized debt issuance costs (129,055) (133,783)
Long-term debt, less unamortized debt issuance costs 6,365,945 6,671,217
Less: Unamortized original issue discount (28,905) (31,047)
6,337,040 6,640,170
Less: Current portion (325,000) (310,000)

Long-term debt, less current portion and unamortized debt

issuance costs and original issue discount $ 6,012,040 $ 6,330,170

Debt issuance costs and original issue discount include consulting, legal and other costs incurred during
2007 associated with the bonds payable which are being amortized on the effective interest rate basis over
the thirty-year life of the bonds payable.

As of December 31, 2023, future principal and interest payments are as follows:

Principal Interest Total
2024 $ 325,000 $ 324,541 $ 649,541
2025 345,000 307,372 652,372
2026 360,000 289,306 649,306
2027 380,000 270,344 650,344
2028 400,000 250,356 650,356
Thereafter 4,685,000 1,161,966 5,846,966

$ 6,495,000 $ 2,603,885 $ 9,098,885
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Amortization of the unamortized debt issuance costs over the next five years and thereafter is as follows:

2024 $ 10,857
2025 10,857
2026 10,857
2027 10,857
2028 10,857
Thereafter 74,770

$ 120085

Amortization of the unamortized original issue discount over the next five years and thereafter is as follows:

2024 $ 2,147
2025 2,147
2026 2,147
2027 2,147
2028 2,147
Thereafter 18,170

$ 28,905

7. LEASES

In February 2015, the Organization entered into a twelve-year operating lease with Military Park Building
LLC for its operation’s space by renting Suite LL1 (lower level), Suite 105 (1st floor), and Suite 2100 (21st
floor) in the same Military Park Building. The Organization moved its office space in October 2015 and its
storage and ambassadors’ space in December 2015. Total fixed rent amounts to $177,500 per annum for
the remainder of the lease. No security deposit is required by the landlord. The Organization has an option
to renew and extend the term for an additional five years. The renewal option has not been included in the
calculation of the lease liability, since it is not at least reasonably certain that it will be exercised, based on
general uncertainties that come with the passage of time. Under the terms of the lease, the Organization
receives a rent credit of $9,000 per annum, is responsible for electricity costs of $21,090 per annum, and is
also responsible for its proportionate share of taxes and operating expenses for the property.

In June 2023, the Organization entered into a seven-year operating lease with 375 MH 7024 LLC, 375 MH
7028 LLC, and 375 MH 7029 LLC by renting Suite 108 in 375 McCarter Highway in Newark, New Jersey.
The Organization is using this space for storage space for equipment and supplies used in the operation of
the Organization’s business. Rent for the year ended December 31, 2023 was approximately $36,700.
There are annual step-ups in rental charges. No security deposit is required by the landlord.

Because the rate implicit in the leases is generally not available, the Organization utilizes an estimated
incremental borrowing rate as the discount rate.
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The following is a maturity analysis of the annual undiscounted cash flows of the operating lease liabilities
as of December 31, 2023:

2024 $ 300,423
2025 303,757
2026 307,923
2027 262,993
2028 123,216
Thereafter 210,577
1,508,889

Less: Imputed interest (67,609)
Lease liability at December 31, 2023 $ 1,441,280

Lease expense for the years ended December 31, 2023 and 2022 was $135,308 and $133,556,
respectively, and is included on the statements of activities and changes in net assets (deficit) under
management and general expenses. In addition, included in lease expense for the years ended
December 31, 2023 and 2022 are month to month leases and leases that are less than twelve months in
duration which amount to $133,128 and $121,277, respectively.

The weighted average discount rate used in estimating the net present value of the operating leases as of
December 31, 2023 and 2022 is 1.64% and 1.25%, respectively.

The weighted average remaining life for the operating lease liabilities as of December 31, 2023 and 2022 is
5.26 years and 4.75 years, respectively.

For the years ended December 31, 2023 and 2022, cash paid for amounts included in the measurement of
lease liabilities includes operating cash flow from operating leases of $226,257 and $189,590, respectively.

8. MURAL PROJECT

In September 2015, an agreement was entered into with the Newark Community Economic Development
Corporation (“NCEDC”) whereby the Organization would assume responsibility for the procurement and
implementation of a project for the installation of several exterior murals to be painted within the boundary
of the Newark Downtown District. The Organization has the responsibility to oversee the implementation
and maintenance of the mural project. NCEDC shall pay for the costs of the mural project with one half paid
to the Organization upon execution of the agreement and the final half paid upon completion of the
unveiling of the project. The Organization incurred no expenses for the years ended December 31, 2023
and 2022.

9. RETIREMENT PLAN

The Organization maintains a 401(k) defined contribution employee benefit plan. Under the plan, the
Organization matches 4% of eligible compensation for qualified employees. The Organization's matching
contributions to this plan for the years ended December 31, 2023 and 2022 amounted to $23,007 and
$22,876, respectively.
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10.

1.

12,

NET ASSETS WITHOUT DONOR RESTRICTIONS

Board designated funds consist of the following:

2023 2022
Board Designated Assessment Appeal Reserve $ 317,262 $ 305,386
Board Designated Operating Reserve 2,272,337 2,195,580

$ 2589599 $ 2,500,966

On February 24, 2021, the board established Assessment Appeal Reserve and Operating Reserve policies.

The purpose of the Assessment Appeal Reserve is to build and maintain an adequate level of net assets to
meet the obligations that may arise when a stakeholder wins a tax, and therefore SID assessment, appeal.
The creation of the reserve will protect the Organization from large and unforeseen expenses resulting from
tax/SID appeals that would otherwise impact its operations, without such a reserve. The Organization
intends for the reserve to be replenished within a reasonable period of time.

The purpose of the Operating Reserve for the Organization is to build and maintain an adequate level of net
assets without donor restrictions to support the Organization’s day-to-day operations in the event of
financial shortfalls. The reserve may also be used for one-time, nonrecurring expenses that will build long-
term capacity, such as staff development, research and development, or investment in infrastructure.
Operating reserves are not intended to replace a permanent loss of funds or eliminate an ongoing budget
gap. The Organization intends for the Operating Reserve to be used and replenished within a reasonable
period of time.

CONCENTRATIONS OF CREDIT RISK

The Organization has significant cash balances at financial institutions which throughout the year regularly
exceed the federally insured limit of $250,000. Any loss incurred or a lack of access to such funds could
have a significant adverse impact on the Organization’s financial condition, changes in net assets, and cash
flows.

For each of the years ended December 31, 2023 and 2022, the Organization received substantially all of its
support revenue from the City through the SID assessments levied. The City assessed a 1% fee for the
administration and processing of the SID assessments levied for the years ended December 31, 2023 and
2022 that amounted to $83,350 and $50,712, respectively.

SUBSEQUENT EVENTS

The Organization has evaluated subsequent events occurring after the statement of financial position
through August 15, 2024, which is the date the financial statements were available to be issued. Based on
this evaluation, the Organization has determined that no subsequent events have occurred which require
adjustments to or disclosure in the financial statements.
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