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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
5 Washington Street, P. O. Box 630
Newark, NJ 07101-0630
Tel: 973-733-7800 * Website: www.npl.org

October 30, 2025

Danielle A. Smith

Finance Director/CFO Department of Finance City of Newark
828 Broad Street

Newark, NJ 07102

Dear Director Smith;

We hereby submit the Annual Comprehensive Financial Report ("ACFR") of The Free Public
Library of the City of Newark (the "Library" or "NPL") for the year ended December 31, 2022.

Responsibility for both the accuracy of the data and completeness and fairness of the
presentation, including all disclosures, rests with the management of the Library. To the best of
our knowledge and belief, the data presented in this report is accurate in all material respects and
is reported in a manner designed to present the Library's financial position fairly and to indicate
clearly how its funds have been allocated and expended.

The ACFR is presented in three sections: introductory, financial, and compliance and internal
control. The introductory section includes this management discussion and analysis, the roster of
officials and the Library's organization chart. The financial section includes the basic financial
statements, as well as the auditor's report thereon. The compliance and internal control section
includes the auditor's report on internal controls over financial reporting and on compliance and
other matters in accordance with Government Auditing Standards.

The Library, for the year ended December 31, 2022, is not required to undergo an annual Single
Audit in conformity with the provisions of the Single Audit Act of 1996 and the U.S. Office of
Management and Budget Circular Compliance Supplement and Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance), and the New Jersey Treasury Circular
Letter 15-08 OMB, "Single Audit Policy for Recipients of Federal Grants, State Grants and State
Aid Payments", because it is a special-purpose government reporting unit of the City of Newark.
However, the Library has undergone an audit in conformity with the provisions of the
Government Auditing Standards. Further, the Library has elected to present the Schedules of
Expenditures of Federal awards and State Financial Assistance. Both schedules reflected that the
Library’s 2022 total expenditures of federal awards and total expenditures of state financial
assistance respectively, were less than the single audit threshold of $750,000.



Finance Director/CFO
Management's Discussion and Analysis
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1) Reporting Entity and its Services

The Library is a component unit of the City of Newark, New Jersey (the "City"), within the
criteria adopted by the Governmental Accounting Standards Board ("GASB") as established by
GASB Statement No. 14. All funds and account groups of the Library are included in this report.

The Library was established as a tax supported organization of the City for the purpose of
supporting literary, educational, and other community services.

In 2022 the NPL sought to maintain its usual level of high service and continued its efforts to
reimagine the library spaces consistent with the needs in the 21st Century as well as buildout its
special collections. A variety of services were provided including programs for children, special
services for people with disabilities and public access to computers and other digital resources
such as e-books and audio books. At the end of 2022 our total staff count was at 114, lower than
the 121 level in 2021 by 7 employees.

2) Economic Condition and Outlook

The Library is located in the City of Newark, which is the largest city in the State of New Jersey.
The City serves as the county seat for Essex County, with County, State, Federal Courts and
governmental offices attracting a large number of law firms to the central business district.

Newark is a transportation center serviced by Interstate Highway system, NJ Transit, Amtrak
Rail Links, and Newark International Airport, as well as container and cargo facilities at Port
Newark-Elizabeth.

It is the insurance, finance and banking capital of the State. Headquartered in Newark are a
number of large financial institutions including the Prudential Insurance Company, and Blue
Cross Blue Shield of New Jersey, as well as the State’s largest public utility, Public Service
Electric and Gas Company. Newark is the site of the Rutgers University School of Medicine and
Dentistry of New Jersey, the New Jersey Institute of Technology, the Newark campus of Rutgers
University, Seton Hall Law School and Essex County College. Covering over 320 acres, these
colleges serve a population of 45,000 students and faculty.

The City of Newark has been obliged to perform a revaluation of property holdings. Among the
concerns voiced in conjunction with this change is the potential effect of the redistribution of
property tax burden on economic activity and on the ability of local government to maintain and
improve services including its tax contribution for the free public library.

The City has experienced a surge of large-scale economic development projects initiated by the
private sector over the last decade. The increasing number of businesses relocating to the area is
expected to result in an increase in employment level, which could result in an increased tax
base, both residential and industrial, and an increase in annual daily enrollment. The period of
economic development and expansion is expected to continue which suggests that the Library
will continue to prosper.
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3) Mission Initiatives

= Restore and maintain the strength of its important subject collections by seeking greater
funding for core collections;

= Respond to the everyday educational, civic, and cultural needs of our community;

= Continue to provide the public with greater access to technology;

= Continue to serve those seeking jobs and employment information;

= Continue to expand the resources of its Special Collections and the Charles F. Cummings
New Jersey Information Center, whose collections make the Library one of America's
great libraries and the jewel in the City's crown;

= Continue our initiatives to engage children and teens;

= Continue to increase use of library resources by residents of the City and by those who
work or study in Newark;

= Inform people throughout northern New Jersey about the Library's extraordinary
resources and services, so that it will increasingly become for them a destination and
thereby contribute to the continued revitalization of the City;

= Undertake a major capital fundraising campaign to reimagine the Library, whereby we
will prioritize the items listed above and renovate existing spaces in order to increase our
ability to meet the stated goals; and

= Maintain the repository for the Philip Roth personal collection which has been
bequeathed to the Library. The Philip Roth Personal Library, which has never been seen
before by the public, will house over 3,500 volumes collected by Mr. Roth from 1950 to
the present, many with his marginal notes and under linings.

4) Internal Accounting Controls

Management of the Library is responsible for establishing and maintaining internal control
designed to ensure the assets of the Library are protected from loss, theft or misuse and to ensure
that adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles (GAAP). The system of internal
control is designed to provide reasonable, but not absolute, assurance that these objectives are
met. The concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires
estimates and judgments by management.

As a recipient of federal awards and state financial assistance, the Library also is responsible for
ensuring that adequate system of internal controls is in place to ensure compliance with
applicable laws and regulations related to those programs. This system of internal control is also
subject to periodic evaluation by the Library’s management.

As part of the Library’s compliance audit described earlier, tests are made to determine the
adequacy of the system of internal controls, including that portion related to federal awards and
state financial assistance programs, as well as to determine that the Library has complied with
applicable laws and regulations.
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5) Budgetary Controls

In addition to internal accounting controls, the Library maintains budgetary controls. The
objective of these budgetary controls is to ensure compliance with legal provisions embodied in
the annual appropriated budget approved by the Newark City Council. Annual appropriated
budgets are adopted for the General Fund. The final budget amount, as amended for the year, is
reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a
line-item basis. Open encumbrances at year's end are either canceled or are included as
re-appropriations of fund balance in the subsequent year.

The Library made efforts during the year to thoroughly review its operational processes and
procedures in order to prepare for the audit and on maintaining general compliance with sound

fiscal practices.

6) Accounting Systems and Report

The accounting system of the Library is organized on the basis of funds and account groups.
These funds and account groups are explained in Note 2 of the Notes to the Financial Statements.

7) Financial Statement Information

As demonstrated by the various statements and schedules included in the financial section of this
report, the Library continues to meet its responsibility for sound financial management. The
following schedule presents a summary of the support and revenues for the year ended December
31, 2022, and the amounts of increases/decreases in relation to prior year amounts:

Increase/

Support & Revenues 2022 2021 (decrease) % Change
Local sources $ 11,024,786 $ 10,539,582 $ 485,204 4.60%
Federal & state sources 1,138,925 1,206,831 (67,906) -5.63%
Per capita 192,560 182,507 10,053 5.51%
Other support 817,881 1,699,272 (881,391) -51.87%
Total support and revenue $ 13,174,152 $§ 13,628,192 $ (454,040) -3.33%

Total support and revenues for the Library in 2022 decreased by 3.337% compared to 2021.
Local sources increased by 4.6% because of the additional one-time capital funding of $485,203
received in 2022. Other support significantly decreased by 51.87% and the decrease was
attributable to a significant decrease in E-Rate funding for 2022. It should be noted that
investment income increased by about 12% in 2022.
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7) Financial Statement Information - continued

The Library is eligible for and participates in the Universal Service Administrative Company's
("USAC") E-Rate Program for School Districts and Libraries. This program enabled the Library
to receive telecommunications, internet access, and internal connections at discounted rates.

The following schedule presents a summary of the Library's expenditures for the year ended
December 31, 2022:

Increase/

Expenditures 2022 2021 (decrease) % Change
Salaries and wages $ 6,199,750 $ 6,365,906 $ (166,156) -2.61%
Payroll taxes and emplyee benefits 2,239,002 2,178,606 60,396 2.77%
General and administrative 2,575,370 2,800,059 (224,689) -8.02%
Services by contract or agreement 1,393,604 1,405,656 (12,052) -0.86%
Library materials and supplies 604,537 440,195 164,342 37.33%
Annual fundraising expenses 49,068 42,766 6,302 14.74%
Investment fees and charges 81,528 33,399 48,129 144.10%
Building improvements and equipment 857,153 3,996,103 (3,138,950) -78.55%
Total $ 14,000,012 $ 17,262,690 $ (3,262,678) -18.90%

The Library's expenses from 2021 to 2022 show a decrease of 18.90% primarily due to a lower
spending in building improvements and equipment which by itself decreased by over 78%. The
decrease in building improvement and equipment was offset by significant increase in library
materials and supplies and investment fees and charges. Overall, expenses were managed to
maintain a small percentage increase year over year.

8) Cash Management

The Appropriation Monies received from the City are deposited in public depositories protected
from loss under the provision of the Governmental Unit Deposit Protection Act ("GUDPA" or
the "Act").

GUDPA was enacted in 1970 to protect governmental units from loss of funds on deposit with a
failed banking institution in New Jersey. The law requires governmental units to deposit public
funds in public depositories located in New Jersey, where the funds are secured in accordance
with the Act.

Endowment funds are invested as per The Library's Investment Policy which is to emphasize
total return; that is, the aggregate return from capital appreciation and dividend and interest
income. Specifically, the primary objective in the investment management for account assets
shall be: capital growth with the goal of preserving the long-term purchasing power of the
Library's endowment assets, with risk levels commensurate with total return objectives.
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9) Risk Management

The Board carries various forms of insurance, including but not limited to general liability and
comprehensive/collision, hazard and theft insurance on property and contents, fidelity bonds and
worker’s compensation.

10) Other Information

Independent Audit

The State of New Jersey statute requires an annual audit by independent Certified Public
Accountants or registered Municipal Accountants. The Library's Board of Trustees appointed
the accounting firm of Olugbenga Olabintan, Certified Public Accountant and Consultant. In
addition to meeting the requirements set forth in state statutes, the audit also was designed to
meet the requirements of the Government Auditing Standards issued by the Comptroller General
of the United States. The auditor’s report on the basic financial statements and individual fund
statements, is included in the financial section of this report. The auditor’s report related
specifically to the Government Auditing Standards is included in the Compliance and Internal
Control section of this report.

The year ended December 31, 2022 was very challenging due to the COVID-19 pandemic.
However, the Library continues to enjoy a fairly reasonable financial position through careful

stewardship of its resources.
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Olugbenga Olabintan

Certified Public Accountant/Consultant

Tel: (201) 230-7518
137 Camden Street, Suite #3 Fax: (973) 368-8268
Newark, NJ 07103 E-mail: oolabintan@aol.com

Independent Auditors’ Report

The Honorable President and

Members of the Board of Trustees

The Free Public Library of the City of Newark
Newark, New Jersey

County of Essex

Report on the Audit of Financial Statements
Opinion

We have audited the accompanying financial statements of the governmental activities of The Free Public
Library of the City of Newark (the "Library"); a component unit of the City of Newark, in the County of
Essex, State of New Jersey; as of and for the year ended December 31, 2022, and the related notes to the
financial statements, which collectively comprise the Library's basic financial statements as listed in the
table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities of the Library as of December 31, 2022, and
the respective changes in net financial position thereof for the year ended then ended in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit 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. Our responsibilities under those standards are
further 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 Library and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of Matter
During the fiscal year ended December 31, 2022, the Library adopted Governmental Accounting

Standards Board (GASB) Statement No 87, Leases, which modifies the accounting treatment of leases.
Our opinion is not modified with respect to this matter.

-11-



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 America; 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 misstatements, 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 Library's ability to continue as a
going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

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 generally accepted auditing
standards (GAAS), Government Auditing Standards and audit requirements prescribed by the Office of
School Finance, Department of Education, State of New Jersey, 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.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

e Exercise professional judgement and maintain professional skepticism throughout the audit.

o Identify 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 Library, Inc.'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 Library’s ability to continue as a going concern for a
reasonable period of time.

-12-



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.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information, pension information and other
postemployment benefits information be presented to supplement the basic financial statements. Such
information is the responsibility of management and although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Library's basic financial statements. The accompanying schedule of expenditures of federal
awards as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) and
schedule of expenditures of state financial assistance as required by New Jersey OMB Circular 15-08,
Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid, are presented for
purposes of additional analysis and are not a required part of the basic financial statements of the Library
Such information is the responsibility of management and was derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual
nonmajor fund financial statements, schedules of expenditures of federal awards and state financial
assistance are fairly stated in all material respects in relation to the basic financial statements as a whole.

13-



Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory section only but does not include the basic financial statements and our
auditor's report thereon. Our opinions on the basic financial statements do not cover the other information,
and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
financial statements, or the other information otherwise appears to be materially misstated. If, based on
the work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 30,
2025 on our consideration of the Library's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Library's 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 the
Library's internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited the Library’s 2021 financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated November 30,
2024. In our opinion, the summarized comparative information presented herein as of and for the
year ended December 31, 2021 is consistent, in all material respects, with the audited financial
statements from which it has been derived.

lapbenpallabintar, CFA

October 30, 2025
Newark, New Jersey

-14-



Required Supplementary Information
Part1
Management’s Discussion and Analysis

The Management’s Discussion and Analysis (MD&A) provides an analysis of the Library’s
overall financial position and results of operations.

-14a-



THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
Management’s Discussion and Analysis
Year ended December 31, 2022
(Unaudited)

Introduction

This section of the The Free Public Library of the City of Newark’s annual financial report
presents our discussion and analysis of the Library’s financial performance and provides an
overview of the Library’s financial activities for the year ended December 31, 2022. It should be
read in conjunction with the transmittal letter at the front of this report and the Library’s financial
statements, which follow this section.

Management’s Discussion and Analysis (MD&A) is an element of Required Supplementary
Information specified in the Governmental Accounting Standard Board’s (GASB) Statement No.
34, Basic Financial Statement — and Management’s Discussion and Analysis- for State and
Local Governments. Certain comparative information between the current year and the prior year
is required to be presented in the MD&A.

Financial Highlights
Key financial highlights for year 2022 are as follows:

e Net position of governmental activities ended the year ended December 31, 2022 with
$5,406,917.

e General revenues accounted for $11,805,939 in revenue or 90 percent of total
revenues of $13,174,152. Program specific revenues, in the form of charges for
services, grants, and contributions accounted for $1,368,213 or 10 percent of total
revenues.

e The Library had $14,025,891 in expenses related to governmental activities;
$1,368,213 of these expenses is offset by operating grants and contributions. General
revenues (primarily City of Newark and State of New Jersey aid) of $11,805,939
helped to provide for the balance of these programs.

e The Governmental Activities (General Fund) reported fund deficit at December 31,
2022, of $(851,739)

e During the previous year ended December 31, 2021, the Library applied for and was
approved a $2,00,000 loan under the Paycheck Protection Program (SECOND
DRAW) created as part of the relief efforts related to COVID-19. This was in
addition to the FIRST DRAW of $2,508,677 PPP loan that was applied for and
received during the previous year ended December 31, 2020. The FIRST DRAW was
forgiven in 2022. However, there is a Civil Investigative Demand # NJ-2024-114
Notice — Dated December 10, 2024 received from the US Department of Justice
which creates some uncertainties as to the status of both PPP loans. More
comprehensive discussed in Note 20 — Subsequent Events to the financial statements.

-15-



THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
Management’s Discussion and Analysis
Year ended December 31, 2022
(Unaudited)

Using the Basic Financial Statements

This annual report consists of a series of basic financial statements, required supplementary
information, other supplementary information and notes to those statements and information.

The report is organized so the reader can understand the The Free Public Library of the City of
Newark as a financial whole, or as an entire operating entity. The first two basic financial
Statements, the Statement of Net Position and the Statement of Activities, are governmental-
wide financial statements and provide overall information about the activities of the entire
Library, presenting both an aggregate view of the Library’s finances and a long-term view of
those finances. The remaining basic financial statements are fund financial statements that focus
on the individual parts of the government, reporting the Library’s operation in more detail than
the government-wide statements. The fund financial statements also look at the Library’s most
significant funds with all other non-major funds presented in total in a single column. For the
The Free Public Library of the City of Newark, the General Fund is the only fund.

The governmental funds statements tell how general government services were financed in the
short-term as well as what remains for future spending.

Proprietary fund statements offer short and long-term financial information about the activities,
the government operates like a business. The Library did not have a Proprietary Fund.

Fiduciary fund statements provide information about financial relationship in which the Library
acts solely as a trustee or agent for the benefits of others, to whom the resources in question
belong. GASB Statement No 84 Fiduciary Activities — The Library did not have a Fiduciary
Fund due to the adoption of GASB Statement 84, Fiduciary Activities.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of Required
Supplementary Information that further explains and supports the information in the financial
statements.

Reporting the Library as a Whole

Statement of Net Position and Statements of Activities

While this report contains the fund used by the Library to provide programs and activities, the
view of the Library as a whole looks at all financial transactions and asks the question, “how did

we do financially during the year 2022?” The statements of Net Position and the Statement of
Activities answer this question.
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
Management’s Discussion and Analysis
Year ended December 31, 2022
(Unaudited)

Statement of Net Position and Statement of Activities-continued

These Statements include all the Library’s assets and liabilities using the accrual basis of
accounting similar to the accounting system used by most private sector companies. This basis
of accounting takes into account all of the current year’s revenues and expenses regardless of
when cash was received or paid.

These two statements report the Library’s net position and changes in those assets. This change
in net position is important because it identifies whether the financial position of the Library has
improved or diminished for the Library as a whole. The cause of this change may be the result
of many factors some financial, some not. Non-financial factors include the property tax base of
the municipality where the Library is located, current library funding laws in New Jersey,
facilities conditions, required library programs, and other factors. In the Statements of Net
Position and the Statements of Activities, the Library is divided into two distinct kinds of
activities:

Governmental Activities — Most of the Library’s programs and services are reported here
including staff development, public library services, library materials and supplies, fundraising,
support services, operation and maintenance of plant and facilities, health services and general
administration.

Business-Type Activity — Services are provided on a charge for goods or services or
reimbursement basis to recover the expenses of the goods or services provided. The Library
does not have a business-type activity.

Reporting the Library’s Most Significant Funds

Fund Financial Statements

Fund financial reports provide detailed information about the Library’s major funds-not the
Library as a whole. Funds are accounting devices that the Library uses to keep track of a
multitude of financial transactions. The Library’s only major governmental fund is the General
Fund.

Governmental Funds

Most of the Library’s activities are reported in governmental funds, which focus on how monies
flow into and out of those funds and the balances left at the year-end for spending in future
periods. These funds are reported using an accounting method called modified accrual
accounting. Which measures cash and all other financial assets that can readily be converted to
cash. The governmental fund statement provides a detailed short-term view of the Library’s
general government operations and the basic services it provides. Governmental fund
information helps determine whether there are more or less financial resources that can be spent
in the near future to finance educational programs. The relationship, or differences, between
governmental activities reported in the Statement of Net Position and the Statement of Activities
and the governmental funds are reconciled in the financial statements.
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Year ended December 31, 2022
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Enterprise Fund — Not Applicable

The enterprise fund uses the same basis of accounting as business-type activities; therefore, these
statements are essentially the same. However, the Library does not have any Enterprise Fund nor
any Business-Type activities.

The Library as a Whole
The perspective of the Statement of Net Position is of the Library as a whole. Net position may
serve over time as useful indicator of a government’s financial position. In the case of the

Library, assets exceeded liabilities by $5,406,917 at the close of 2022. The following table
provides a summary of net position relating to the Library’s governmental activities:

Governmental Activities

Increase/ %age Increase/
2022 2021 (Decrease) (Decrease)
Assets
Current assets $ 5,169,427 $ 5215591  § (46,164) -1%
Capital assets, net 9,039,806 9,135,612 (95,806) -1%
Total assets 14,209,233 14,351,203 (141,970) 2%
Liabilities
Current liabilities 8,772,805 8,063,036 709,769 9%
Long term liabilites 29,511 29,511 - 0%
Total liabilities 8,802,316 8,092,547 709,769 9%
Net Position
Invested in
capital assets

(net of related debt) 9,039,806 9,135,612 (95,806) -1%
Restricted, nonspendable 1,841,706 1,841,706 - 0%
Assigned 77,800 77,800 - 0%
Unrestricted (5,552,395) (4,796,462) (755,933) 16%
Total net position $ 5,406,917 $ 6,258,656 § (851,739) -14%

The largest portion of the Library’s net position is its current assets. The Library uses these
current assets to provide services.
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The total net position of the Library decreased by $851,739 during the current year ended
December 31, 2022. The decrease is largely attributable to a general decrease in total revenue
and increases in other expenses and unallocated depreciation expenditures.

The table that follows reflects the change in net position for year 2022.

Governmental Activities

Increase/ %age Increase/
2022 2021 {Decrease) {Decrease)
Revenues
Program Revenues:
Charge for Services $ 51,021 $ 38,517 $ 12,504 32%
Operating grants
and Contributions 1,317,192 1,792,148 (474,956) 27%
Total Program Revenues 1,368,213 1,830,665 (462,452) -25%
General Revenues:
Local Aid 11,089,786 10,598,488 491,298 5%
Federal and State Aid 192,560 182,507 10,053 6%
Miscellaneous 523,593 1,016,532 (492,939) -48%
Transfers - - - 0%
Total General Revenues 11,805,939 11,797,527 8,412 0%
Total Revenues 13,174,152 13,628,192 (454,040) -3%
Expenses:
Salaries, wages and benefits 8,438,752 8,544,512 (105,760) -1%
General and administrative 2,523,670 2,985,981 (462,311) -15%
Services and library materials 1,393,604 1,405,656 (12,052) -1%
Other 735,133 516,360 218,773 42%
Unallocated depreciation 934,732 773,993 160,739 21%
Total Expenses 14,025,891 14,226,502 (200,611) -1%
Change in Net Position (851,739) (598,310) $ (253,429) 42%
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Governmental Activities

The Statement of Activities reflects the cost of program services and the charges for services and
operating grants and contributions offsetting those services. The table below, for government
activities, indicates the total cost of services and the net cost of services. It identifies the cost of
these services supported by unrestricted City and State of New Jersey entitlements for the year
ended December 31, 2022.

Total Cost of Net Cost of
Services Services
Expenditures other than depreciation $ 13,091,159 $ 12,898,599
Unallocated depreciation 934,732 934,732
Total expenses $ 14,025,891 $ 13,833,331

Business-Type Activity
Not applicable, the Library does not have business-type activities.
The Library’s Funds

The Library’s governmental funds are accounted for using the modified accrual basis of
accounting. All governmental funds had revenues of $13,174,152 and expenditures of
$14,000,012. The negative change in fund balance for the period was not covered by
accumulated surpluses from the prior years resulting in a net, net end of year deficit of
$3,441,719.

The Library’s budget is prepared according to New Jersey law and is based on accounting for
certain transactions on a basis of cash receipts, disbursements, and encumbrances. The only
budgeted fund is the general fund.

During the course of the year ended December 31, 2022, the Library amended its General Fund
budget as needed. The Library uses City of Newark local aid, state-aid and other revenue-based
budget. The budgeting systems are designed to tightly control total budget, but provide
flexibility for Library’s management teams.
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Capital Assets

At the end of year 2022, the Library had $9,039,806 funds invested in capital assets.

The Library’s 2022 budget projected spending approximately $200,000 for capital projects.
Long-term debt

At December 31, 2022, the Library did not have any long-term debt other than the $29,511 in
long term portion of capital leases.

COVID-19 and Paycheck Protection Program Loan

In December 2019, an outbreak of a novel strain of coronavirus (COVID-19) originated in
Wuhan, China and has since spread to other countries, including the U.S. On March 11, 2020,
the World Health Organization characterized COVID-19 as a pandemic. In addition, as of March
21, 2020, New Jersey State Governor Phil Murphy ordered the closure of the physical location of
every “non-life sustaining” and “non-essential” business for what may be an extended period of
time. The Library had to close its physical locations. Future potential impacts may include
continued disruptions or restrictions on its employees’ ability to work and impairment of its
ability to obtain grants and contributions. Though the impact on the Library’s operations cannot
be reasonably estimated at this date, it is likely that there will be an impact on certain revenue in
the General Fund and other state aid and the local tax levy. There have been additional operating
expenses (related to COVID-19) in the General Fund not planned for or expected at the time of
the adoption of the Library’s year 2022 budget.

Paycheck Protection Program (PPP) Loan — First Draw - 2020

During the previous year ended December 31, 2020, the Library applied for and was approved a
$2,508,677 loan under the Paycheck Protection Program created as part of the relief efforts
related to COVID-19 and administered by the Small Business Administration. The loan accrued
interest at 1%, but payments were not required to begin for twenty four months after the funding
of the loan. The Library was eligible for loan forgiveness of up to 100% of the loan, upon
meeting certain requirements. The loan was uncollateralized and was fully guaranteed by the
Federal government.

The loan was funded on May 13, 2020 and was forgiven during the year ended December 31,
2022. However, there is a Civil Investigative Demand # NJ-2024-114 Notice — Dated December
10, 2024 (subsequent event) received from the US Department of Justice which creates some
uncertainties as to status of the PPP loan forgiveness.
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Pavcheck Protection Program (PPP) Loan — Second Draw — 2021

During the year ended December 31, 2021, the Library applied for and was approved a
$2,00,000 loan under the Paycheck Protection Program created as part of the relief efforts related
to COVID-19 and administered by the Small Business Administration. The loan accrued interest
at 1%, but payments were not required to begin for twenty four months after the funding of the
loan. The Library was eligible for loan forgiveness of up to 100% of the loan, upon meeting
certain requirements. The loan was uncollateralized and was fully guaranteed by the Federal
government.

Civil Investigative Demand # NJ-2024-114 — Dated December 10, 2024
Related to the PPP Loan — 2021 Second Draw Only of $2.000.000

By its letter dated November 18, 2025, the Library’s attorney advised regarding a Civil
Investigative Demand received by the Newark Public Library. The Demand (dated December 10,
2024) was received from the US Department of Justice in connection with the Library’s
Paycheck Protection Program (PPP) loan (the Second Draw) of $2,000,000 which was granted
by the SBA on March 12, 2021.

The US Department of Justice’s position is that the Newark Public Library was not eligible for
the loan and the information was requested pursuant to a potential claim against the Newark
Public Library under the False Claims Act.

The False Claims Act, among other things enables the government to seek treble damages.

As of November 18, 2025, the date of the Library attorney’s response, they represented that the
matter has not been completely resolved. They represented further that:

” forgiveness was denied as to the second loan which is scheduled to be fully repaid by April of
2026. NPL has been in negotiations with the US Attorney's Office, and it is highly likely that the
first PPP loan will also need to be fully repaid and that there will be an additional penalty in the
nature of approximately 10% to 20% of the loan value. However, these negotiations are
currently in process and there is no final resolution.”

Repayment - Pending conclusion of the ongoing negotiated settlements, the Library has
demonstrated good faith efforts by commencing the repayment process of the $2,000,000 PPP
loan (2021 Second Draw). There is evidence that the Library started making a monthly payment
of $57,571 since 2023.
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Status of the 2020 PPP loan of 32,508,677 (First Draw). It should be noted that the Civil
Investigative Demand # NJ-2024-114 Notice Dated December 10, 2024 did not mention the
PPP Loan — 2020 First Draw of $2,508,677. Management of the Library has represented
that other than the representation made by the Library’s attorneys, the status is unknown
at this time.

The attorneys have been asked by the Newark Public Library to continue to negotiate with the
US Department of Justice to effect favorable outcome with minimal impact on the finances of
the Library.

Economic Factors and Next Year’s Budget

The State of New Jersey and indeed the entire United States continue to face serious budgetary
constraints and a result of the sharp downturn in the economy. These impact the amount of state
and federal aids allocated to Libraries. This reality was taken into account when adopting the
budget for subsequent year ended December 31, 2022. Nothing was done to compromise the
quality of the programs in place in our Library.

The budget was prepared to ensure that essential library services are maintained. The budget was
adopted with a redirection of funds to maintain the very high quality services to the patrons.

Contacting the Library’s Financial Management

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a
general overview of the Library’s finances and to reflect the Library’s accountability for the
monies it receives. Questions about this report or additional financial information needs should
be directed to:

THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
Business Office
5 Washington Street, P. O. Box 630
Newark, NJ 07101-0630
Tel: 973-733-7800 * Website: www.npl.org
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
Statement of Net Position
Governmental Activities

December 31, 2022
(With Comparative Totals for 2021)

2022 2021
Assets
Cash and cash equivalents $ 2,392,734 $ 2,483,615
Investments 2,483,947 2,352,842
Grants Receivable 240,231 326,619
Due from City of Newark - -
Prepaid expenses 52,515 52,515
Capital assets 9,039,806 9,135,612
Total assets $ 14,209,233 $ 14,351,203
Liabilities
Accounts payable $ 656,026 $ 481,127
Accrued payroll and related liabilities 2,596,104 2,262,485
Due to City of Newark 850,339 579,161
Other general liability - capital leases - current portion 161,659 231,586
Other general liability - capital leases - long term portion 29,511 29,511
Paycheck Protection Program loans 4,508,677 4,508,677
Total liabilities 8,802,316 8,092,547
Net position
Invested in capital assets
net of related debt 9,039,806 9,135,612
Restricted, nonspendable 1,841,706 1,841,706
Assigned 77,800 77,800
Surplus/(deficit) (5,552,395) (4,796,462)
Total net position 5,406,917 6,258,656
Total liabilities and net position $ 14,209,233 $ 14,351,203

See independent auditor's report and accompanying notes to basic financial statements.
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK

Statement of Activities and Changes in Net Position

(With Comparative Totals for 2021)

Governmental Activities

Year ended December 31, 2022

Revenues
City of Newark - budget appropriations
Federal and state financial assistance
State Library Aid - per capita
Investment income/(loss)
Other financial assistance
Fines and photocopy
Annual fundraising revenue and donations
Other revenue

Total revenue

Expenditures
Salaries and wages
Payroll taxes and employee benefits
General and administrative
Services by contract or agreement
Library materials and supplies
Annual fundraising expenses
Investment fees and charges
Depreciation

Total expenditures
Changes in net position
Net position, beginning of year

Net position, end of year

See independent auditor's report and accompanying notes to basic financial statements.
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2022 2021
$ 11,024,786 10,539,582
1,138,925 1,206,831
192,560 182,507
503,224 450,968
65,000 58,906
51,021 38,517
178,267 585,317
20,369 565,564
13,174,152 13,628,192
6,199,750 6,365,906
2,239,002 2,178,606
2,523,670 2,985,981
1,393,604 1,405,656
604,537 440,195
49,068 42,766
81,528 33,399
934,732 773,993
14,025,891 14,226,502
(851,739) ° (598,310)
6,258,656 6,856,966

$ 5406917 6.258.656
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
Statement of Net Position
Governmental Funds

December 31, 2022
(With Comparative Totals for 2021)

2022 2021

Assets

Cash and cash equivalents $ 2,392,734 $ 2,483,615

Investments 2,483,947 2,352,842

Grants Receivable 240,231 326,619

Due from City of Newark - -

Prepaid expenses 52,515 52,515

Total assets $ 5,169,427 $ 5,215,591

Liabilities

Accounts payable $ 656,026 $ 481,127

Accrued payroll and related liabilities 2,596,104 2,262,485

Due to the City of Newark 850,339 579,161

Paycheck Protection Program loan 4,508,677 4,508,677
Total liabilities 8,611,146 7,831,450
Net position

Restricted, nonspendable 1,841,706 1,841,706

Assigned 77,300 77,300

Surplus/(deficit) (5,361,225) (4,535,365)
Total net position (3,441,719) (2,615,859)

Total liabilities and net position $ 5,169,427 $ 5,215,591

See independent auditor's report and accompanying notes to basic financial statements.
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK

Statement of Activities and Changes in Net Position

Governmental Funds

Year ended December 31, 2022
(With Comparative Totals for 2021)

Revenues
City of Newark - budget appropriations
Federal and state financial assistance
State Library Aid - per capita
Investment income/(loss)
Other financial assistance
Fines and photocopy

Annual fundraising revenue and donations

Other revenue

Total revenue

Expenditures
Salaries and wages
Payroll taxes and employee benefits
General and administrative
Services by contract or agreement
Library materials and supplies
Annual fundraising expenses
Investment fees and charges
Building improvements and equipment

Total expenditures
Changes in net position
Net position, beginning of year

Net position, end of year

See independent auditor's report and accompanying notes to basic financial statements.
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2022 2021
$ 11,024,786 10,539,582
1,138,925 1,206,831
192,560 182,507
503,224 450,968
65,000 58,906
51,021 38,517
178,267 585,317
20,369 565,564
13,174,152 13,628,192
6,199,750 6,365,906
2,239,002 2,178,606
2,575,370 2,800,059
1,393,604 1,405,656
604,537 440,195
49,068 42,766
81,528 33,399
857,153 3,996,103
14,000,012 17,262,690
(825,860) (3,634,498)
(2,615,859) 1,018,639
$  (3,441,719) (2,615.859)




THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK

Reconciliation of the Governmental Funds Statement of

Revenues, Expenditures And Changes in Fund Balances of Governmental Funds

to the Statement of Activities
Year ended December 31, 2022

(With Comparative Totals for 2021)

Total net change in fund balances - governmental funds

Amounts reported for governmental activities in the Statement
of Activities are different because:

Payments for capital leases are accounted for in the governmental expenses.

However, for governmental activities, this is recorded as a decrease in other general liabilities.

Capital outlays to purchase capital assets used for governmental activities

are reported in the governmental funds as expenditures. However, for
governmental activities, those costs are shown in the statement of net position
and allocated over their estimated useful lives as annual depreciation expenses.
This is the amount by which depreciation changes during the period exceed
capital outlays.

Capital outlays
Depreciation expense

Change in net position of governmental activities

See independent auditor's report and accompanying notes to basic financial statements.
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2022 2021
$  (825.860) § (3,634,498)
51,700 (185,922)
857,153 3,996,103
(934,732) (77,579) (773,993)
$  (851,739) $§  (598,310)
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
(County of Essex)
Notes to the Basic Financial Statements
Year ended December 31, 2022

Description of the Library and Reporting Entity

The Free Public Library of the City of Newark (the “Library”’) was established as a tax-
supported organization of the City of Newark, New Jersey (the “City”) for the purpose of
supporting literary, educational, and other community services.

The Government Accounting Standards Board (“GASB”) provides that a reporting entity
is composed of the primary government, component units and other organizations that are
included to ensure that the financial statements of the Library are not misleading. The
primary government consists of all funds, departments, boards and agencies that are not
legally separate from the Library. For the Library, this includes general operations, and
other related activities of the Library.

Component units are legally separate organizations for which (a) the primary government
is financially accountable; (b) the primary government is able to exercise significant
influence and control over the component unit’s programs, services, and operations; and
(c) the primary government is entitled to and has access to the component unit’s
resources. Component units may also include organizations that are fiscally dependent on
the primary government in that the primary government approves the budget, the
issuance of debt, or the levying of taxes. Based on the foregoing criteria, the Library
qualifies as a component unit of the City.

However, the Library’s Board of Trustees has broad financial responsibilities, including
the approval of the annual budget and the establishment of a system of accounting and
budgetary controls.

Its mission is to transform lives and strengthen communities that it serves through
innovative services, stimulating programs and inspiring collections. In serving the entire
Newark community, the Library strives to be a national model of innovation,
collaboration and service excellence.

Newark Public Library Foundation (“NPLF”) was founded as a related but separate
organization. It is a division of Community Foundation of New Jersey and has a purpose
of raising capital funds, endowment gifts, and other money exclusively to support the
Library in serving the public.
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(County of Essex)
Notes to the Basic Financial Statements
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Summary of Significant Accounting Policies

This summary of significant accounting policies of The Free Public Library of the City of
Newark is presented to assist in understanding the Library’s financial statements. The
financial statements and notes are a representation of the Library’s Board of Trustees and
management, who are responsible for their integrity and objectivity.

Description of Funds

GASB is the recognized standard-setting body for establishing government accounting
and financial reporting principles. GASB Codification establishes seven fund types and
two account groups to be used by governmental units when reporting financial position
and results of operations in accordance with accounting principles generally accepted in
the United States of America (“GAAP”).

The accounting policies of the Library conform to the accounting principles and practices
prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey (the “Division”). Such principles and practices are designed
primarily for determining compliance with legal provisions and budgetary restrictions
and as a means of reporting stewardship of public officials with respect to public funds.
Under this method of accounting, the Library accounts for its financial transactions
through funds, which differ from the fund structure required by GAAP. Each fund is a
separate entity with its own self-balancing accounts that comprise its assets, liabilities,
net position, revenues, and expenditures. Resources are accounted for individuals funds
based upon the purpose for which they are to be expended and the restrictions, if any, on
the expenditure activities. The Library uses the following funds to account for resources
and expenditures for governmental activities of a general nature, including federal, state,
and local grants received for operations.

a. Unrestricted Funds

The Unrestricted Fund Account group is used to recognize resources and expenditures
pertaining to governmental operations. Resources include budget appropriations from the
City of Newark, federal awards, and state financial assistance to defray the cost of
operations of the Library.

b. Permanent Funds

The Permanent Fund account group is used to recognize receipts, custodianship, and
disbursement of endowment and other trust funds in accordance with the purpose for
which each reserve was created. These are resources that are legally restricted to the
extent that only the earnings and not the principal may be used for purposes that support
the Library’s programs: i.e., programs that benefit the Library or its community.
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(County of Essex)
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Summary of Significant Accounting Policies - continued

Description of Funds

c. Restricted Funds
The Restricted Fund account group includes amounts that can be spent only for the
specific purposes stipulated by constitution, external resource providers, or through

enabling legislation.

Basis of Accounting

The Library follows the accrual basis of accounting. Under this basis, revenues are
recognized when received or determinable and expenditures are recognized when
incurred.

The governmental activities generally are financed through federal and state awards,
taxes and other non-exchange revenues.

Cash and Investments

Cash and cash equivalents consist of cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.
Investments are reported at fair value and are limited by the New Jersey Statutes
Annotated (N.J.S.A.) 18A:20-37.

Inventories of Supplies, Books and Collections

The cost of inventories of supplies and books are recorded as expenditures at the time
individual items are purchased. The Library’s policy is to record the cost of subscriptions
as expenditures in the year that the subscriptions are effective.

The Library’s collection of works of art, rare book collections, exhibit pieces, library
books, and other similar assets are not capitalized. These collections are unencumbered,
held for public exhibition and education, protected, cared for and preserved, and subject
to Library policy that requires proceeds from the sale of these items to be used to acquire
other collection items.

The value of the Library’s Rare Book Collection and other inexhaustible collections has
not been capitalized by the Library. Therefore, the cost of supplies, books, and values of
the Library’s collection are not included on the balance sheet. The most recent appraisal
conducted for the Library’s Rare Book Collection was completed on February 10, 2009.
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Summary of Significant Accounting Policies - continued
Capital Assets

Property and equipment purchased by the General Fund of the Library or by the City on
behalf of the Library are capitalized at the time of purchase. Capital assets are defined by
the Board of Trustees as assets with an initial individual cost of $3,000 and with an
estimated useful life of more than three years, as well as computers and IT equipment.
Land and buildings, while under the use and control of the Board of Trustees of the
Library, are recorded in the name of the City of Newark, New Jersey as required by
N.J.S.A. 40:54-24.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized.

Property and equipment of the Library are depreciated using the straight-line method over
the following estimated useful lives:

Assets Years
Vehicles 5
Office and computer equipment 3.5
Furniture and fixtures 5
Building improvements 25

Classification of Depreciation on Assets Acquired Under Capital Leases

The depreciation expense on assets acquired under capital leases is included with
depreciation expense on owned assets by the Library. Assets acquired under capital
leases are depreciated over the estimated useful life of the asset acquired, following the
Library’s general policy on capital assets.

Compensated Absences
Compensated absences attributable to employee services already rendered and that are
not contingent on a specific event that is outside the control of the employer and

employee are accrued as liabilities and expenses as employees earn the rights to the
benefits.
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(County of Essex)
Notes to the Basic Financial Statements
Year ended December 31, 2022

Summary of Significant Accounting Policies - continued
Contributed Services and Facilities

The buildings that the Library uses, which are recorded in the name of the City of
Newark, are provided free of charge by the City. Also, at various times during the year,
volunteers performed services for the Library without remuneration. The fair values of
these services are not reported in the Library’s financial statements, and management is
of the belief that the values of such services are not significant to the Library’s operations
such that their exclusion would not render the financial statements to be misstated.

The Library received donations of professional services and use of facilities. These in-
kind donations are valued at fair value at the date of donation and are reported as
unrestricted support unless explicit donor stipulations specify how donated assets must be
used. The Library recognizes the value of contributed services received if such services
create or enhance nonfinancial assets or require specialized skills that are provided by
individuals possessing those skills and would typically need to be purchased if not
contributed. The fair value of donated services was not recognized.

The facilities that the Library occupy are owned by the City of Newark and are provided
for use free of charge.

Employee Benefits

Employee benefits for the employer portion of the State of New Jersey Public
Employee’s Retirement System (“PERS”) and the City of Newark Employee’s
Retirement System (“ERS”) are paid in full by the City. All health insurance related
expenditures, which are the responsibility of the Library, are paid by the City on behalf of
the Library. The health insurance related expenditures reduce the amount the Library
receives from the City under Budget Appropriations. These amounts are included in
payroll taxes and employee benefits in the Library’s financial statements.

Certain employees that are not eligible under either the PERS or ERS pension plans
receive a City of Newark pension under the Noncontributory Pension Act. The City of
Newark appropriates funds to the Library in order for the Library to pay the non-
contributory pension directly to its employees from the Library’s financial statements.

Library employees may elect salary reduction for deposits to Tax Sheltered Annuity
Plans under Internal Revenue Code 403(b). The employees, who elect to participate in
these plans, must invest in their own tax shelter annuity contracts with the Copeland
Companies and the Great American Life Insurance Company, the insurance companies
that administer the Plans.
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Summary of Significant Accounting Policies - continued
Net Position
The Library’s net asset position includes the following:

Invested in Capital Assets, Net of Related Debt — the component of net asset that
reports the differences between capital assets less both the accumulated depreciation and
the outstanding balance of debt, excluding unexpended proceeds, that is directly
attributed to the acquisition, construction, or improvement of those assets.

Restricted for Specific Purposes — the component of net assets that reports the
difference between assets and liabilities of certain programs that consist of assets with
constraints placed on their use by either external parties and/or enabling legislation.

Restricted for Debt Service — the component of net assets that reports the difference
between assets and liabilities of the Debt Service Fund that consists of assets with
constraints placed on their use by creditors.

Unrestricted (Deficit) — the difference between the assets and liabilities that is not
reported in Net Assets Invested in Capital Assets, net of Related Debt, Net Assets
Restricted for Specific Purposes or Net Assets Restricted for Debt Service.

Fund Balance

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions (“GASB 54”) establishes fund balance classifications that comprise a
hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed upon the use of the resources reported in governmental funds.

Under GASB 54, fund balances in the governmental funds financial statements are
reported under the modified accrual basis of accounting and classified into the following
five categories, as defined below:

1) Nonspendable — includes amounts that cannot be spent because they are either (a) not
in spendable form or (b) legally or contractually required to be maintained intact. Assets
included in this fund balance category include prepaid assets, inventories, long-term
receivables, and corpus of any permanent funds.

2) Restricted — includes amounts that can be spent only for the specific purposes
stipulated by constitution, external resource providers, or through enabling legislation.
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Summary of Significant Accounting Policies - continued

3) Committed — includes amounts that can be used only for the specific purposes
determined by a formal action of the government’s highest level of decision-making
authority.

4) Assigned — amounts intended to be used by the government for specific purposes but
do not meet the criteria to be classified as restricted or committed.

5) Unassigned — includes all spendable amounts not contained in the other classifications.

When both restricted and unrestricted resources are available for use, it is the Library’s
policy to use restricted resources first, then unrestricted resources as they are needed. For
the unrestricted fund balance, the Library first spends committed funds, then assigned
funds, and finally, unassigned funds.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amounts of 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.
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Cash and Cash Equivalents

The Library considers cash in banks, including overnight repurchase agreements and cash
held in brokerage accounts, as cash and cash equivalents.

Deposits

New Jersey statutes permit the deposit of public funds in institutions located in New
Jersey, which are insured by the Federal Deposit Insurance Corporation (“FDIC”) or by
any other agencies of the United States of America that insures deposits of the State of
New Jersey Cash Management Fund.

The Library’s deposits in excess of the FDIC insurance coverage limit of $250,000 are
fully collateralized by the State of New Jersey’s Governmental Unit Deposit Protection
Act (“GUDPA”). Under the GUDPA, each depositary participating in the system must
pledge collateral equal to at least 5% of the average amount of its public deposits and
100% of the average amount of its public funds in excess of the lesser of 75% of its
capital funds or $200 million for all deposits not covered by the FDIC.

As of December 31, 2022, the Library’s carrying amount of deposits are as follows:

General
Fund
Unrestricted accounts $ 1,599,559
Restricted accounts 793,175
Total $ 2392734

Operating cash accounts are held in the Library’s name by two banking institutions. At
December 31, 2022, the Library’s carrying amount of deposits was $2,392,734 and the
bank balance was $2,662,662. Of the bank balance, up to a maximum of $264,058 of the
Library’s cash deposits on December 31, 2022 were secured by federal deposit insurance
and $2,398,604 was covered by a collateral pool maintained by the bank as required by
New Jersey statutes in accordance with the New Jersey Governmental Unit Deposit
Protection Act (“GUDPA”).
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Investments

The Library’s restricted funds are managed by Ameriprise Financial as custodian of the
investments. The Library invests restricted funds that were received from bequests or
endowments. The Library’s investment portfolio includes placements in money market
funds and JP Morgan Chase & Cos. common stock.

On January 27, 2016, the Board of Trustees designated the Community Foundation of
New Jersey (“CFNJ”) as the new custodian of the Library’s endowment funds. The
available endowment assets are gradually being transferred from Ameriprise Financial
account to CFNJ stable value fund and flagship portfolio fund. The cost and fair values of
the investments at December 31, 2022 are summarized as follows:

Cost Fair Value
Money Funds - Endowment and NEH $ 2,206,187 $ 2,481,033
Money Funds - NEH 2,914 2914
Total $ 2,209,101 $ 2,483,947

Fair Value Measurements

The Library follows the accounting and disclosure standards pertaining to GASB 72, Fair
Value Measurement and Application, for qualifying assets and liabilities. Fair value is
defined as the price that the Library would receive upon selling an asset or pay to settle a
liability in an orderly transaction between market participants at the measurement date.

The Library uses a framework for measuring fair value that included a hierarchy that
categorizes and prioritizes the sources used to measure and disclose fair value. This
hierarchy is broken down into three levels based on inputs that market participants would
use in valuing the financial instruments based on market data obtained from sources
independent of the Library. Inputs refer broadly to the assumptions that market
participants would use in pricing the financial instruments, including assumptions about
risk. Inputs may be observable or unobservable. Observable inputs are inputs that are
developed using market date, such as publicly available information about actual events
or transactions, and which reflect the assumptions that market participants would use
when pricing an asset or liability. Unobservable inputs are inputs for which market data
are not available and that is developed using the best information available about the
assumptions that market participants would use when pricing an asset or liability.
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5 Fair Value Measurements - continues
The three-tier hierarchy of inputs is summarized in the three broad levels as follows:

Level 1 — inputs that reflect unadjusted quoted prices in active markets for
identical assets at the measurement date.

Level 2 — inputs other than quoted prices that are observable for the asset either
directly or indirectly, including inputs in markets that are not considered to be
active.

Level 3 — inputs that ate unobservable and which require significant judgement or
estimation.

An asset or liability level within the framework is based upon the lowest level of any
input that is significant to the fair value measurement.

The table below segregates the financial assets as of December 30, 2022 that are
measured at fair value on a recurring basis (at least annually) into the most appropriate
level within the fair value hierarchy based on the inputs used to determine the fair value
at the measurement date:

Fair Value Based as of December 31, 2022

Assets Quoted Prices Other
Measured in Active Observable  Unobservable
at Fair Markets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
Community Foundtation of
New Jersey § 2,481,033 § 2,481,033 § - $ -
Ameriprise Financial:
Money Funds - NEH 2,914 2,914 - -
Total investments $ 2483947 § 2483947 § - $ -

For the above Mutual Funds, the fair value was determined by reference to quoted market prices
in active markets (Level 1) and other relevant information generated by market transactions.
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6 Grants Receivable

Grants receivable represents funds due from various local and private organizations that have
awarded grants to the Library.

The receivables in the amount of $240,231 as of December 31, 2022 is comprised of the

following:

Various organizations

E-Rate Program

Total

7 Capital Assets

S 444,931
(204,700)
S 240,231

The Library’s capital assets as of December 31, 2022 consist of the following:

Cost 2021 Addtions Disposals Adjustments 2022
Building improvements $ 9,792,911 $ 600,102 $ - $ - $ 10,393,013
Office and computer equipment 2,858,285 187,913 - - 3,046,198
Equipment and capital lease 582,518 - - - 582,518
Furniture and fixtures 1,730,809 9,638 - - 1,740,447
Vehicles 250,291 59,500 - - 309,791
Total cost 15,214,814 857,153 - - 16,071,967
Depreciation
Building improvements 1,922,024 421,495 - 18,227 2,361,746
Office and computer equipment 2,229,800 276,496 - - 2,506,296
Equipment and capital lease 342,548 63,022 - - 405,570
Furniture and fixtures 1,386,100 153,315 - - 1,539,415
Vehicles 198,730 20,404 - - 219,134
Total depreciation 6,079,202 934,732 - 18,227 7,032,161
Capital assets, net $ 9,135,612 $ (77,579) $ - $ (18,227) $ 9,039,806

Depreciation charges for the year ended December 31, 2022 amounted to $934,732.
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Leases

The Library has entered into various lease agreements to provide services such as
copying throughout its branch network. Since the terms of the leases are approximately
the same as the estimated useful life of the assets, the leases are considered capital leases
and have been so recorded in accordance with accounting principles generally accepted in
the United States of America.

The following represents the future minimum lease payments under the capital leases as
of December 31, 2022:

Year Ending
December 31, Amount
2023 $ 12,374
2024 4,296
2025 72
2026 to 2027 -
Thereafter -
Total $ 16,742

Accounts Payable

As of December 31, 2022, the Library had $656,026 in current liabilities other than
accrued payroll. These represent unpaid vendor invoices as of year-end for goods or
services received by the Library at the close of 2022. Accrued payroll and related
liabilities had a balance of $2,596,104 as of December 31, 2022.

Due to the City of Newark

As of December 31, 2022, the Library owed the City of Newark $850,339 for benefits
withheld.

Accumulated Compensated Absences and Compensated Time
The Library has entered into an Agreement with two Unions, the Newark Public
Library’s Union, Local 2298, Council 52 of the American Federation of State, County

and Municipal Employees, AFL-CIO; and International Union of Operating Engineers,
Local 68-68A- 68B.
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Accumulated Compensated Absences and Compensated Time - continued

Under existing agreements, Library employees are allowed to accumulate (with certain
restrictions) unused sick time as long as they are in the service of the Library and to
redeem such unused sick time in cash upon retirement, under a specified formula. The
amount of unused sick time that an employee may receive at retirement is the amount of
the employee’s unused sick time up to a maximum of $15,000.

The agreements between the Library and the above Unions allow union employees to
accumulate unused vacation time up to a year on recommendations of the department
heads and approval of the Finance Director. All unused vacation time is to be used by
Union and non-union employees, through mandatory requirement to use or lose, by the
end of the succeeding year.

Library employees are also compensated for hours worked in excess of normal working
hours, subject to approval by their supervisor and director/department head.

As of December 31, 2022, the Library has recognized a liability of $849,945 in
compensated absences, included in the accrued payroll and related liabilities on the
Statement of Net Position.

Accrued Payroll and Payroll Liabilities

As of December 31, 2022, the Library has $10,816 in accrued payroll and payroll
liabilities. These represent salaries and payroll taxes for the last working days during the
year that are paid in the subsequent year.

Employment Retirement Systems

Those Library employees who are eligible for pension coverage are either enrolled in the
State Public Employees’ Retirement System (“PERS”), the City of Newark Employees’
Retirement System (“ERS”) or are receiving City of Newark pension payments from the
Library under the Noncontributory Pension Act. The City maintains separate records for
Library employees from city employees.
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Employment Retirement Systems - continued
Public Employee’s Retirement System (PERS) Plan Description

The State of New Jersey, Public Employees’ Retirement System is a cost-sharing
multiple- employer defined benefit pension plan administered by the State of New Jersey,
Division of Pensions and Benefits (the Division). For additional information about the
PERS, please refer to the Division’s Annual Comprehensive Financial Report (“ACFR”),
which can be found at www.nj.gov/treasury/pensions/financial-reports.shtml. The Library
entered into the system in August 1990. Prior to that date, eligible employees were
covered under the City of Newark Retirement System. Financial information pertaining
to PERS and ERS retirement are contained in the City of Newark’s Report on Audit. The
City maintain separate records for Library employees from City employees.

Significant Legislation

P. L. 2011, c. 78, effective June 28, 2011, made various changes to the manner in which
PERS operates and to the benefit provisions of that system. Provisions impacting
employee pension and health benefits include:

= New members of PERS hired on or after June 28, 2011 (Tier 5 members), will
need 30 years of creditable service and age 65 for receipt of the early retirement
benefit without a reduction of'4 to 1 percent for each month that the member is
under age 65.

= The eligibility to qualify for a service retirement in the PERS is increased from
age 62 to 65 for Tier 5 members.

= Active member contribution rates will increase. PERS active member rates
increase from 5.5 percent of annual compensation to 6.5 percent plus an
additional 1 percent phased-in over 7 years. For Fiscal Year 2013, the member
contribution rates increased in July 2013. The phase-in of the additional
incremental member contributions for PERS members will take place in July of
each subsequent fiscal year.

= The payment of automatic cost-of-living adjustment (COLA) additional increases
to current and future retirees and beneficiaries is suspended until reactivated as

permitted by this law.

In addition, the method for amortizing the pension systems unfunded accrued liability
changed (from a level percent of pay method to a level dollar of pay).
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Employment Retirement Systems - continued

Public Employee’s Retirement System (PERS) Plan Description - continued

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 43:15A PERS provides retirement,
death, and disability benefits. All benefits vest after ten years of service except for
medical benefits, which vest after 25 years of service or under the disability provisions of

PERS.

The following represents the membership tiers for PERS:

Tier Definition
1 Members who were enrolled prior to July 1, 2007.
2 Members who were eligible after July 1, 2007 and prior to November 2, 2008.
3 Members who were eligible on or after November 2, 2008 and prior to May 22, 2010.
4 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
5 Members who were eligible to enroll on or after June 28, 2011.

Service retirement benefits of 1/55th of final average salary for each year of service credit
is available to Tiers 1 and 2 members upon reaching age 60 and to Tier 3 members upon
reaching age 62. Service retirement benefits of 1/60th of final average salary for each
year of service credit is available to Tier 4 members upon reaching age 62 and Tier 5
members upon reaching age 65. Early retirement benefits are available to Tiers 1 and 2
members before reaching age 60, Tiers 3 and 4 with 25 years or more of service credit
before age 62, and Tier 5 with 30 years or more of service credit before age 65. Benefits
are reduced by a fraction of a percent for each month that a member retires prior to the
age at which a member can receive full early retirement benefits in accordance with their
respective tier. Tier 1 members can receive an unreduced benefit from age 55 to 60 if
they have at least 25 years of service. Deferred retirement is available to members who
have at least 10 years of service credit and have not reached the service retirement age for
the respective tier.

Contributions

The contribution policy for PERS is set by N.J.S.A. 43:15A and requires contributions by
active members and contributing members. The local employers’ contribution amounts
are based on an actuarially determined rate which includes the normal cost and unfunded
accrued liability. Chapter 19, P.L. 2009 provided an option for local employers of PERS
to contribute 50% of the normal and accrued liability contribution amounts certified for
payments due in State fiscal year 2009. Such employers will be credited with the full
payment and any such amounts will not be included in their unfunded liability.
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Employment Retirement Systems - continued
Public Employee’s Retirement System (PERS) Plan Description - continued
Contributions - continued

The actuaries will determine the unfunded liability of those retirement systems, by
employer, for the reduced normal and accrued liability contributions provided under this
law. This unfunded liability will be paid by the employer in level annual payments over a
period of 15 years beginning with the payments due in the fiscal year ended June 30,
2012 and will be adjusted by the rate of return on the actuarial value of assets. The City
of Newark contribution to PERS amounted to $13,955,503.

Pension Liabilities and Pension Expense

At June 30, 2022, the City of Newark’s liability was $167,010,096 for its proportionate
share of the net pension liability. The net pension liability was measured as of June 30,
2017, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of July 1, 2016, which was rolled forward to June
30, 2017. The City’s proportion of the net pension liability was based on a projection of
the City’s long-term share of contributions to the pension plan relative to the projected
contributions of all participating members, actuarially determined. At June 30, 2022, the
City’s proportion was 1.1674%.

For the year ended June 30, 2022, the City’s actual pension expense was in the amount of
$13,955,503.

Actuarial Assumptions
The collective total pension liability for the June 30, 2022 measurement date was

determined by an actuarial valuation as of July 1, 2021, which was rolled forward to June
30, 2022. This actuarial valuation used the following actuarial assumptions:

Inflation rate - price 2.75%
Inflation rate - wage 3.25%
Salary increases: through 2026 2.00%-6.00% based on years of service
Salary increases: thereafter 3.00%-7.00% based on years of service
Investment rate of return 7.00%

Pre-retirement mortality rates were based on the Pub-2010 General Below-Median
Income Employee mortality table with an 82.2% adjustment for males and 101.4%
adjustment for females, and with future improvement from the base year of 2010 on a
generational basis.
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Employment Retirement Systems - continued
Public Employee’s Retirement System (PERS) Plan Description - continued
Actuarial Assumptions - continued

Post-retirement mortality rates were based on the Pub-2010 General Below-Median
Income Healthy Retiree mortality table with a 91.4% adjustment for males and 99.7%
adjustment for females, and with future improvement from the base year of 2010 on a
generational basis. Disability retirement rates used to value disabled retirees were based
on the Pub-2010 Non-Safety Disabled Retiree mortality table with a 127.7% adjustment
for males and 117.2% adjustment for females, and with future improvement from the
base year of 2010 on a generational basis. Mortality improvement is based on Scale MP-
2022.

The actuarial assumptions used in the July 1, 2022 valuation were based on the results of
an actuarial experience study for the period July 1, 2014 to June 30, 2018.

Long-Term Expected Rate of Return

In accordance with State statute, the long-term expected rate of return on plan
investments (7.00% at June 30, 2022) is determined by the State Treasurer, after
consultation with the Directors of the Division of Investment and Division of Pensions
and Benefits, the board of trustees and the actuaries. The long-term expected rate of
return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected
inflation. Best estimates of arithmetic rates of return for each major asset class included
in PERS’s target asset allocation as of June 30, 2022 are summarized in the following
table:

-49.



THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK

(County of Essex)

Notes to the Basic Financial Statements
Year ended December 31, 2022

13 Employment Retirement Systems - continued

Public Employee’s Retirement System (PERS) Plan Description - continued

Long-Term Expected Rate of Return - continued

Long Term

Target Expected Real
Asset Class Allocation Rate of Return
US Equity 27.00% 8.09%
Non-US Developed Markets Equity 13.50% 8.71%
Emerging Markets Equity 5.50% 10.96%
Private Equity 13.00% 11.30%
Real Assets 8.00% 9.15%
Real Estate 3.00% 7.40%
High Yield 2.00% 3.75%
Private Credit 8.00% 7.60%
Investment Grade Credit 8.00% 1.68%
Cash Equivalents 4.00% 0.50%
U.S. Treasuries 5.00% 0.95%
Risk Mitigation Strategies 3.00% 3.35%

Discount Rate

The discount rate used to measure the total pension liability was 7.00% as of June 30,
2022. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates
and that contributions from employers will be based on 78% of the actuarially determined
contributions for the State employer and 100% of actuarially determined contributions for
the local employers. Based on those assumptions, the plan’s fiduciary net position was
projected to be available to make projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on plan investments was

applied to projected benefit payments to determine the total pension liability.
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Employment Retirement Systems - continued
Public Employee’s Retirement System (PERS) Plan Description - continued

Sensitivity of the Library’s Proportionate Share of the Net Pension Liability to
Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers
as of June 30, 2022, calculated using the discount rate as disclosed above as well as what
the collective net pension liability would be if it was calculated using a discount rate that
is 1-percentage point lower or 1-percentage-point higher than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.00%) (7.00%) (8.00%)

City of Newark's proportionate
share of the pension liability $ 216,376,145 $ 167,010,096 $ 127,615,718

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the
separately issued State of New Jersey Divisions of Pensions and Benefits financial report
at: https://www.nj.gov/treasury/pensions/gasb-notices.shtml

For the year ended December 31, 2022, there were several retired Library employees who
were receiving a non-contributory pension from the City of Newark. The Library pays
these pension benefits directly from the Unrestricted Fund. The Library’s non-

contributory pension expenditures for the year ended December 31, 2022 amounted to
$55,253.

Net Pension Liability
The State of New Jersey Public Employees’ Retirement System’s (PERS) net pension

liability was calculated to be $167,010,096 for the City of Newark at June 30, 2022. See
Note 13, Employment Retirement Systems, for further information.
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Contingencies

The Library participates in a number of federal and state programs that are fully or
partially funded by grants received from other governmental units. Expenditures financed
by grants are subject to audit by the appropriate grantor government. If expenditures are
disallowed due to noncompliance with grant program regulations, the Library may be
required to reimburse the grantor government. As of December 31, 2022, significant
amounts of grant expenditures have not been audited by the various grantor agencies but
the Library believes that disallowed expenditures, if any, based on subsequent audits will
not have a material effect on any of the individual governmental funds or the overall
financial position of the Library.

Subsequent Event - Civil Investigative Demand # NJ-2024-114 — Dated
December 10, 2024 - Related to the PPP Loan — 2021 Second Draw Only of
$2,000,000

By its letter dated November 18, 2025, the Library’s attorney advised regarding a
Civil Investigative Demand received by the Newark Public Library. The Demand
(dated December 10, 2024) was received from the US Department of Justice in
connection with the Library’s Paycheck Protection Program (PPP) loan (the Second
Draw) of $2,000,000 which was granted by the SBA on March 12, 2021.

The US Department of Justice’s position is that the Newark Public Library was not
eligible for the loan and the information was requested pursuant to a potential claim
against the Newark Public Library under the False Claims Act.

The False Claims Act, among other things enables the government to seek treble
damages.

As of November 18, 2025, the date of the Library attorney’s response, they
represented that the matter has not been completely resolved. They represented
further that:

” forgiveness was denied as to the second loan which is scheduled to be fully repaid
by April of 2026. NPL has been in negotiations with the US Attorney's Office, and it
is highly likely that the first PPP the loan will also need to be fully repaid and that
there will be an additional penalty in the nature of approximately 10% to 20% of the
loan value. However, these negotiations are currently in process and there is no final
resolution.”

Repayment - Pending conclusion of the ongoing negotiated settlements, the Library
has demonstrated good faith efforts by commencing the repayment process of the
$2,000,000 PPP loan (2021 Second Draw). There is evidence that the Library started
making a monthly payment of $57,571 since 2023.
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Contingencies - continued

Status of the 2020 PPP loan of 32,508,677 (First Draw). It should be noted that the
Civil Investigative Demand # NJ-2024-114 Notice Dated December 10, 2024 did
not mention the PPP Loan — 2020 First Draw of $2,508,677. Management of the
Library has represented that the status is unknown at this time.

The attorneys have been asked by the Newark Public Library to continue to negotiate
with the US Department of Justice to effect favorable outcome with minimal impact
on the finances of the Library.

Prior Year Summarized Information

The basic financial statements include certain prior-year summarized comparative
information in total but not at the level of detail required for a presentation in conformity
with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the Library’s financial statements for the
year ended December 31, 2021, from which the summarized information was derived.

Liquidity and Availability

The Organization has approximately $5,100,000 of financial assets available within one
year of the statement of financial position date to meet cash needs for general
expenditures that is without donor or other restrictions limiting their use within one year
of December 31, 2022. This consists of cash $2,392,734, investments of $2,483,947 and
grants receivable of $240,231.

As part of the Organization's liquidity management, it has a policy to structure its
financial assets to be available as its genera) expenditure, liabilities. and other obligations
become due.

Note Payable — Paycheck Protection Program (PPP) Loans

2022 2021

Paycheck Protection Program (PPP) Loan - First Draw $
Paycheck Protection Program (PPP) Loan - 2ND Draw

2,508,677
2,000,000

2,508,677
2,000,000

Total PPP loans payable $

4,508,677

4,508,677

Current portion
Non-current portion

402,997
4,105,680

4,508,677

Total PPP loans payable $

4,508,677

4,508,677
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19

Note Payable — Paycheck Protection Program (PPP) Loans - continued

FIRST DRAW - $2,508,677

During the previous year ended December 31, 2020, the Library applied for and was
approved a $2,508,677 loan under the Paycheck Protection Program created as part of the
relief efforts related to COVID-19 and administered by the Small Business
Administration. The loan accrued interest at 1%, but payments were not required to begin
for ten months after the expiration of the covered period which was a maximum of 24
weeks from the funding date. The Organization was eligible for loan forgiveness of up to
100% of the loan, upon meeting certain requirements. The loan was uncollateralized and
was fully guaranteed by the Federal government.

During the subsequent year ended December 31, 2021 the PPP loan amounting to
$2,508,677 was forgiven. However, there is a Civil Investigative Demand # NJ-2024-
114 Notice — Dated December 10, 2024 (subsequent event) received from the US
Department of Justice which creates some uncertainties as to status of the PPP loan
forgiveness.

SECOND DRAW - $2,000,000 — SUBSEQUENT EVENT

During the subsequent year ended December 31, 2021, the Library applied for and was
approved a $2,00,000 loan under the Paycheck Protection Program. The status of the
second draw PPP loan is more comprehensive discussed in Note 20 — Subsequent Events
below.

COVID-19 and Its Impact

In December 2019, an outbreak of a novel strain of coronavirus (COVID-19) originated
in Wuhan, China and since spread to other countries, including the U.S.

On March 11, 2020, the World Health Organization characterized COVID-19 as a
pandemic. In addition, as of March 21, 2020, New Jersey State Governor Phil Murphy
ordered the closure of the physical location of every ‘“non-life sustaining” and “non-
essential” business for an extended period of time. The Library had to close its physical
locations.

The impacts of the COVID-19 included disruptions or restrictions on the Library’s
employees’ ability to work and impairment of its ability to obtain grants and
contributions. There were additional operating expenses (related to COVID-19) that the
Library had to incur but not planned for or expected at the time of the adoption of the
Library’s year 2021 budget. The United States government expedited the process of
vaccinating its people against the virus thereby easing significantly the restrictions placed
on movement. Further, it should be noted that as of October 30, 2025, the date of this
report, the Library’s various federal and state grants have not been materially impacted.
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Subsequent Events

The Library has evaluated subsequent events through October 30, 2025, the date the
financial statements were available to be issued. There are no subsequent events that
require disclosures through October 30, 2025 except the following:

The Paycheck Protection Program (PPP) loan of $2,508,677 that was received during
the previous year ended December 31, 2020 was fully forgiven on September 8, 2021.
However, the forgiveness faces some uncertainties resulting from a Civil
Investigative Demand # NJ-2024-114 Notice — Dated December 10, 2024 received
Jfrom the US Department of Justice.

During the subsequent year ended December 31, 2021, the Library applied for and
was granted $2,000,000 under the second draw of the Paycheck Protection Program
(PPP) loan.

Subsequent Event - Civil Investigative Demand # NJ-2024-114 — Dated
December 10, 2024 - Related to the PPP Loan — 2021 Second Draw Only of
$2,000,000

By its letter dated November 18, 2025, the Library’s attorney advised regarding a
Civil Investigative Demand received by the Newark Public Library. The Demand
(dated December 10, 2024) was received from the US Department of Justice in
connection with the Library’s Paycheck Protection Program (PPP) loan (the Second
Draw) of $2,000,000 which was granted by the SBA on March 12, 2021.

The US Department of Justice’s position is that the Newark Public Library was not
eligible for the loan and the information was requested pursuant to a potential claim
against the Newark Public Library under the False Claims Act.

The False Claims Act, among other things enables the government to seek treble
damages.

As of November 18, 2025, the date of the Library attorney’s response, they
represented that the matter has not been completely resolved. They represented
further that:

” forgiveness was denied as to the second loan which is scheduled to be fully repaid
by April of 2026. NPL has been in negotiations with the US Attorney's Office, and it
is highly likely that the first PPP the loan will also need to be fully repaid and that
there will be an additional penalty in the nature of approximately 10% to 20% of the
loan value. However, these negotiations are currently in process and there is no final
resolution.”
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20 Subsequent Events - continued

Repayment - Pending conclusion of the ongoing negotiated settlements, the Library
has demonstrated good faith efforts by commencing the repayment process of the
$2,000,000 PPP loan (2021 Second Draw). There is evidence that the Library started
making a monthly payment of $57,571 since 2023.

Status of the 2020 PPP loan of $2,508,677 (First Draw). It should be noted that the
Civil Investigative Demand # NJ-2024-114 Notice Dated December 10, 2024 did
not mention the PPP Loan — 2020 First Draw of $2,508,677. Management of the
Library has represented that the status is unknown at this time.

The attorneys have been asked by the Newark Public Library to continue to negotiate
with the US Department of Justice to effect favorable outcome with minimal impact
on the finances of the Library.

21 Deferred Compensation

The Library is in the process of offering its employees a choice of deferred compensation
plans created in accordance with Internal Revenue Section 403(b).

22 Interfund Loans

Starting 2010, the Library started drawing down its cash reserves and was operating at a
deficit. Because of this, the Board of Trustees approved a program to borrow funds from
the Endowment Fund up to a maximum of $500,000 for a period of five years at a simple
annual interest rate which is 0.5% higher than the prevailing 5-year CD rate at the time of
each loan. Principal and interest payments are made in sixty equal monthly payments
beginning three months after the loan is made.

There were no interfund loans during the year ended December 31, 2022 and there were
no outstanding interfund loan balances as of December 31, 2022.

23 GASB Pronouncements - Adoption of New Accounting Standard

During the prior year ended December 31, 2021 the Library adopted GASB Statement
No. 87, Leases. This Statement establishes standards of accounting and financial
reporting for leases by lessees and lessors. The requirements of this Statement are
effective for periods beginning after December 20, 2020.

However, the Library’s leases did not meet the requirement of GASB 87 for the year
ended December 31, 2022, therefore no information is available for reporting for the year
then ended. When new lease agreements are executed in the future years, evaluations
would be made to determine if GASB 87 requirements are met for reporting purposes.
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Schedule of Expenditures of Federal Awards

Year ended December 31, 2022

Contract Number/

Federal Pass-Through
Assistance Entity Grant

Listing Identifying Grant Award Federal
Federal Grantor/Pass Through Grantor/Program Title Number Number Period Amount Subtotal Expenditures
U.S. Small Business Administration, Direct Program:
Paycheck Protection Program (PPP) - First Draw 59.073 Not Available Not Available $ 2,508,677 2,508,677 2,508,677
Paycheck Protection Program (PPP) - Second Draw 59.073 Not Available Not Available 2,000,000 2,000,000 2,000,000
Total for U.S. Small Business Administration, Direct Program 4,508,677 4,508,677
Total Expenditures of Federal Awards 4,508,677 4,508,677
Less Amounts Not Subject to Single Audit:
Paycheck Protection Program *###* (4,508,677)

Total Expenditures of Federal Awards Subject to Single Audit

wxkkx NOTE
The Paycheck Protection Program (PPP) is administered by the US Small Business Administration (SBA) which has indicated that the
PPP is not subject to single audit under the Federal Uniform Guidance. The PPP fund received by the Library is therefore excluded from
federal major program determination. This Schedule of Expenditures of Federal Awards provides a reconciliation of federal expenditure
reported in the Library 's financial statements and the amount subject to federal single audit and major program determination. It should
be noted that the Library did not receive any other federal awards during the year ended December 31, 2022 and therefore was not
subject to federal Uniform Guidance single audit in 2022.

The accompanying Notes to Schedules of Expenditures of Federal Awards and State Financial Assistance are an integral part of this schedule.

-58-
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Grant
Grant Grant Award State
State Grantor/Pass Through Grantor Number Period Amount Expenditures
New Jersey State Library, Direct Program
New Jersey Per Capita State Library Aid NJFY21 10/01/2022 to 09/30/2023 $ 192,560 $ 192,560
Tota New Jersey State Library, Direct Program 192,560
Total Expenditures of State Financial Assistance $ 192,560

The accompanying Notes to Schedules of Expenditures of Federal Awards and State Financial Assistance are an integral part of this schedule.
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1. General

The accompanying schedules of expenditures of federal awards and state financial
assistance present the activity of all expenditures of federal awards and state financial
assistance of the Library. All federal awards and state financial assistance received
directly from federal agencies, as well as state financial assistance passed through
other government agencies is included on the schedule of expenditures of federal
awards and state financial assistance.

2. Basis of Accounting

The accompanying schedule of expenditures of state financial assistance is presented
on the accrual basis of accounting as described in Note 1 to the Library’s basic
financial statements.

The information in this schedule is presented in accordance with the requirements of
New Jersey Department of the Treasury Circular Letter 15-08 OMB, Single Audit
Policy for Recipients of Federal Grants, State Grants and State Aid. Therefore, some
amounts presented in the schedule may differ from amounts presented in, or used in
the preparation of, the basic financial statements.

3. Relationship to Basic Financial Statements

Amounts reported in the accompanying schedule agree with amounts reported in the
Library’s basic financial statements. However, because the Schedules present only a
selected portion of the operations of the Library, they are not intended to and do not
present the financial position and changes in net position of the Library.

4. De Minimis Indirect Cost

The Library has not elected to use the ten percent de minimis indirect cost rate
allowed under the New Jersey Department of the Treasury Circular Letter 15-08
OMB, Single Audit Policy for Recipients of Federal Grants, State Grants and State
Aid.

5.  Paycheck Protection Program (PPP) Loan Not Subject to Federal Single Audit

The Paycheck Protection Program (PPP) loan is administered by the US Small Business
Administration (SBA) which has indicated that the PPP loan is not subject to single audit
under the Federal Uniform Guidance. The PPP fund received by the Library is therefore
excluded from federal major program determination. The Schedule of Expenditures of
Federal Awards provides a reconciliation of federal expenditure reported in the Library’s
financial statements showing that no amount was subject to federal single audit.
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Olugbenga Olabintan

Certified Public Accountant/Consultant

Tel: (201) 230-7518
137 Camden Street, Suite #3 Fax: (973) 368-8268
Newark, NJ 07103 E-mail: oolabintan@aol.com

Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

The Honorable Chairperson and

Members of the Board of Trustees

The Free Public Library of the City of Newark
County of Essex

Newark, New Jersey

We 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 the
governmental activities of The Free Public Library of the City of Newark (“the Library”), in the
County of Essex, State of New Jersey, as of and for the year ended December 31, 2022, and the
related notes to the financial statements, which collectively comprise the Library’s basic
financial statements, and have issued our report thereon, dated October 30, 2025.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Library’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Library’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Library’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 a 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, yet
important enough to merit attention by those charged with governance.
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Our 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 our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Further, we did identify certain deficiency in internal control, described in item #s 2022-001 in
the accompanying schedule of findings and questioned costs that we consider to be significant
deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Library’s financial statements are
free of material misstatement, we 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 our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Library’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 Library’s
internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

lapbenpallabintar, CFA

October 30, 2025
Newark, New Jersey
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
(County of Essex)
Schedule of Findings and Questioned Costs
Year ended December 31, 2022

Part I Summary of Auditors’ Results
Financial Statements Section

Type of auditors’ report issued: Unmodified
Internal control over financial reporting:

Material weaknesses identified? Yes v _ No
Significant deficiencies identified? Y Yes None reported
Noncompliance material to basic financial statements noted? Yes ¥ No

Federal Awards Section

Federal Awards:

In accordance with the new requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance), the audit threshold was raised from $500,000 to $750,000. Thus,
for years ending after December 26, 2015, organizations that expend less than $750,000 in
federal awards during a year are exempt from the single audit requirement for that year.

For the year ended December 31, 2022, the Library was determined to expend zero in federal
awards and was therefore exempt from the federal single audit requirements for 2022.

Paycheck Protection Program (PPP) Loan Not Subject to Federal Single Audit

The Paycheck Protection Program (PPP) loan is administered by the US Small Business Administration
(SBA) which has indicated that the PPP is not subject to single audit under the Federal Uniform
Guidance. The PPP fund received by the Library is therefore excluded from federal major program
determination. The Schedule of Expenditures of Federal Awards provides a reconciliation of federal
expenditure reported in the Library’s financial statements showing that no amount was subject to federal
single audit.
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Part I Summary of Auditors’ Results

State Financial Assistance Section

In accordance with the new requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance), the single audit threshold was raised from $500,000 to $750,000.
Thus, for fiscal years ending after December 26, 2015, organizations that expend less than
8750,000 in federal awards during a year are exempt from the single audit requirement for that
year.

Effective December 26, 2014 the State of New Jersey by its NJOMB Circular 15-08 revised the
old NJOMB Circular 04-04 to align with the federal Uniform Guidance.

For the year ended December 31, 2022, the Organization was determined to expend less than

8750,000 in state financial assistance and was therefore exempt from the State of New Jersey
single audit requirements for 2022.
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Schedule of Findings and Questioned Costs
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Part II — Schedule of Financial Statement Findings
Significant Deficiency
2022-001- Delay in Scheduling the Audit for the Year Ended December 31, 2022

Criteria:

Federal and state grants requirements generally include a nine-month deadline for the submission
of the annual audits of those Organizations receiving federal and state grants. The nine-month
period is after the respective fiscal or calendar year end adopted by the Organization for its
reporting purposes.

Condition/Context:

The Library’s annual audit for the fiscal year ended December 31, 2022 was scheduled during
the month of September 2025 and the auditor’s report date was October 30, 2025. According to
federal and state requirements, the December 31, 2022 audit report was originally due on
September 30, 2023 — nine months after the year end. Transition in the Library’s Finance
Department personnel occurred which caused the non-completion of the audit report by the
September 30, 2022 deadline.

Effect:

Non-compliance with federal and state requirements regarding timely submission of annual audit
reports on or before nine months after the respective year end.

Cause:

The previous management in place during the year ended December 31, 2022 was not as diligent
in managing the Library’s operations. The new management spent a significant amount of time
in getting the books ready for audit.

Recommendation:
We recommend that subsequent audits be scheduled on a timely basis such that audit reports are
completed and available on or before nine months after the end of its year end.

Questioned Costs:
None

Management’s Response/Views of Responsible Olfficials and Planned Corrective Action:

The previous management in place during the year ended December 31, 2022 was not as diligent
in managing the Organization’s operations. The new management has put better controls in place
to ensure that subsequent years’ audits are completed timely.
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Part III — Schedule of Expenditures of Federal Awards and State Financial Assistance

NONE
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THE FREE PUBLIC LIBRARY OF THE CITY OF NEWARK
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Summary Schedule of Prior Year Audit Findings
Year ended December 31, 2022

Significant Deficiency
2021-001- Delay in Scheduling the Audit for the Year Ended December 31, 2021

Criteria:

Federal and state grants requirements generally include a nine-month deadline for the submission
of the annual audits of those Organizations receiving federal and state grants. The nine-month
period is after the respective fiscal or calendar year end adopted by the Organization for its
reporting purposes.

Condition/Context:

The Library’s annual audit for the fiscal year ended December 31, 2021 was scheduled during
the month of September 2024 and the auditor’s report date was June 30, 2025. According to
federal and state requirements, the December 31, 2021 audit report was originally due on
September 30, 2022 — nine months after the year end. Transition in the Library’s Finance
Department personnel occurred which caused the non-completion of the audit report by the
September 30, 2022 deadline.

Status of the Finding: The finding occurred in 2022. See finding # 2022-001
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