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Independent Auditors' Report

Board of Directors
Alliance for Justice
Washington, D.C.

We have audited the accompanying financial statements of the Alliance for Justice (the Alliance), which
comprise the statemenits of financial position as of December 31, 2016 and 2015, and the related statements of
activities and changes in net assets, cash flows and functional expenses for the years then ended, and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Alliance for Justice as of December 31, 2016 and 2015, and the changes in its net assets and its

cash flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America,

PZ e, , Gt et Bogon

Fairfax, Virginia
September 19, 2017

12500 Fair L.akes Circle - Suite 260 - Fairfax, Virginia 22033
P 703.218.3600 + www.mcb-cpa.com = F: 703.218.1808




ALLIANCE FOR JUSTICE
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2016 AND 2015

ASSETS
2016 2015
CURRENT ASSETS
Cash and cash equivalents $ 1,129,401 % 1,083,848
Accounts receivable, net of allowance for doubtful accounts of $1,100
and $12,988 at December 31, 2016 and 2015, respectively 48,295 47,669
Contributions receivable 85,388 45,562
Grants receivable, current portion 1,709,029 748,125
Due from affiliates 16,339 6,595
Prepaid expenses 94,478 107,064
Deferred compensation plan investments 349,304 334,199
Total Current Assets $ 3,432,234 $ 2,373,062
PROPERTY AND EQUIPMENT
Furniture and fixtures $ 321,572 % 321,822
Leasehold improvements 361,961 361,961
Total Cost $ 683,533 % 683,783
Less accumulated depreciation (503,323) (419,884)
Net Property and Equipment $ 180,210 % 263,899
OTHER ASSETS
Grants receivable, net of current portion and discount $ 1,165,827 % 150,000
lavestments 3,311,306 2,485,194
Deposits 55,521 55,521
Total Other Assets $ 4,532,654 % 2,690,715
TOTAL ASSETS $ 8145098 $ 5,327,676
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses $ 36,937 % 83,093
Accrued leave payable 71,365 59,855
Deferred rent, current portion 45,459 31,922
Deferred lease incentive, current portion 33,238 33,238
Deferred revenue - 20,164
Deferred compensation plan liability 349,304 334,199
Total Current Liabilities $ 536,303 % 562,471
OTHER LIABILITIES
Deferred rent, net of current portion $ 220,144 % 265,603
Deferred lease incentive, net of current portion 102,494 135,732
Tenant security deposits 5,726 1,475
Total Liabilities $ 864,667 % 965,281
NET ASSETS
Unrestricted net assets $ 2,349,407 % 2,062,414
Temporarily restricted net assets 4,931,024 2,299,981
Total Net Assets $ 7,280,431 % 4,362,395
TOTAL LIABILITIES AND NET ASSETS $ 8,145,098 §$ 5,327,676

The accompanying notes are an integral part of the financial statements.
2



£

"SJUBLIAIE)S (EIDURLY BY) Jo Med [eSdju) ue ae sajou Surduedwodde ay)

0I8 168 € $ (Z1ZGZf) & Z£604Tt $ EE6'PETZ § EPOLEIT §  068'E09v $
czT'es ¢ - $ 6TT'es $ 62991 ¢ - ¢ 67991 $
{z16'zeL) - {zi6°ZEL) (£9%'06) (/9t'0D6)
G£Q'591 5 GEQ'GIL T9v'cL z 9v'eL
os'or $ - ¢ zot'or ¢ PEOCE $ - $ PE9'Le $
C6C1Z8E § Z1ZSZ0) § <cleZ6Lvy § v0E8LZ’L $ €EVO'LE9T §  19T/8st §
i (£e5'zsp'n) £EG'ZST'T 2 {29£°£86°C) 79.'286'T
GEQ9LL S GER9LL res1L1L - FgS 1L
00095 = 00005 067'€9 e 057’9
g02'99¢ = Q02'98¢ LSZ 602 S 162'60T
(9z0'cEL) b (9Z0'¢eL) (61Z'591) - 61Z's91)
£+8'sts - £r2'SHS Z60°€5S = 760°€55

F6Z v8E : v62't9€ 080°£6S 00541 08s’'sgs
Lbr't9s’T $ 918907 ¢ ST9'4st ¢ 997'¢66'S ¢ GOL'L09'S $  196°L6E $

jejoy PRIINSDY paouIsaun |elog panusay palpmsaIun
Ajuerodway Auelodura |
5107 9107

Ananoy Juswisaau; pue poddng ‘anuaaay jelo]
AlAIDY JUDLLISDALY 210 |

SIUBLUISAAUI UO SSO) PRZ|[22IUN
SIUBLLYSAAL] UO UIed PAZIjeay
2UI0DUI PUIPIAIPD pue Jsatalu]

“ALIALLDY INAWISIANI
poddng pue anuaaay |elo]

suo3sal awil 40 wesdoid Jo uoNor)sHES
O} aNP UONDIISAI WYY PBSLa|d SIASSE JaN
aNUBA3L JBYID
sanp diysiaquuaw
anuaAadl Joeuo)
sasuadxa 10311 JUIAD 559
S)UDA]
suounNqUIUOD)
3NUIAIL JUBLD

140ddNS ANY INNIATY

$10Z ANV 9102 ‘L€ ¥38W3D3Q AIANT SdVIA IHL YOS
S13SSV 1IN NI SIONVHD ANV SALLIAILDY 40 SINIWILVILS

1DIISN[ YOS IDNVITIV



4

‘SjusWale)s jerdukuly 3yl jo Bed [eidajul ue ale sajou BuiAuedwodde ay)

G6E'T9E'Y 186'667'C $ PrLP'T90°T $ LEF08TL rZO'LE6'Y $§  L0P'6PE'T
601696t 269°6/9'T LIF'E6E'C A [ 196'662'C F1¥'290'T
{r1£'909) (Z12's2€) ¢ (Z66°0€T) $ 9£0'8L6°T €+0°'1£9°C $  £66'98T
rES'LOS Y - $ PES'I0S't $  L68'9IEV - ¢  /6891¢'Y
occ'ers §  ocf'ers §  £0Z'9b’ - [ TAC1 22
Z10'L2Y s ZL0'iLY £GL'505 = 561°60S
LE'TLT - ¢ glre'ese ¢ ero’LFT - ¢ aro'Lre
AT ¢ t0Z¢SZ'E $ r69'0/5'E = ¢  $69'04S'E
9/1'vCT - CYAR 24 rIE61LT - P/EGLT
rER’ZOL = reg'zoL 289°Tr - 289't
gLEZ0T'L . gLE'20T"L LZe'vrL1L - LZE'vLL L
99 212'T - ¢ 9z@'Z17'T $  LLEBELT - $  LLE'BEL'T
1210 PRIDLISIY palomsaiun |e1o) PRIMsay papsauf
Apesodwa Ajuetodwa)
G102 910z

HVIA 4O GNT ‘S13SSY 1IN
UVIA 40 DONINNIDAG ‘S13SSV 1IN

S13SSV 1IN NI IDNVHO
sasuadxyj |e10]
sad1a135 Buuoddng jejo)

DANENSIUILWIPE puUe Judwadeuew
Buisieapuny
:sa01u0s uoddng
sa31A195 wesdoly |e1o)

wieidoud smoje4

128fo1g 2oUsN[ 0} $5800Y

1Dalold uondajag jeRipn|

10al01g ADEDOAPY 1HO1-UON/ADEI0ADY J9PjOg
15021A195 WEIZ0L

SAISNIdX3

S1L0Z ANV 910Z ‘1€ ¥39W31D3A AIGNI S¥VIA IHL 404
(@IANTONOD) $135SV 1IN NI SIDNVHD ANV SALLIAILDY 40 SINIWILVIS

DSN{ YO DNVITIV



ALLIANCE FOR JUSTICE

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2016 AND 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets
Adjustments to reconcile change in net assets to net cash
provided (used) by operating activities:
Depreciation and amortization expense
Amortization of deferred lease incentive
Provision for bad debt and bad debt expense
Realized gain on investments
Unrealized loss on investments
Donated securities
Sale of donated securities
Change in assets and liabilities
{Increase) Decrease in Assets:
Accounts receivable
Contributions receivable
Grants receivable
Due from affiliates
Prepaid expenses
Security deposits
Increase (Decrease) in Liabilities:
Accounts payable and accrued expenses
Accrued leave payable
Deferred rent
Deferred revenue
Tenant security deposits

Total Adjustments

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Cash paid for purchases of property and equipment
Purchase of investments
Sales of investments

Net Cash Provided (Used} by Investing Activities
NET CHANGE IN CASH

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

There were no non-cash investing or financing activities during the
years ended December 31, 2016 and 2015.

2016 2015
$ 2,918,036 $  (606,714)
$ 86,566 $ 89,095
(33,238) (33,238
11,888 6,031
(73,462) (165,835)
90,467 132,912
(796,126) (1,037,883)
787,974 1,035,663
(12,514 11,400
(39,826) 89,551
(1,976,731) 629,707
{9,744) (1,892)
12,586 3,155
- (500
(46,156) 14,784
11,510 (9,503)
(31,922) (11,408)
(20,164) (142,970)
4,251 (5,625)
$ (2,034,641) $ 603,444
$ 883395 § (3,270)
$ 2,877y $ (36,925
(2,265,316) (1,478,995)
1,430,351 2,022,449
$ (837,842) § 506,529
$ 45553 $ 503,259
1,083,848 580,589
$ 1,129,401 § 1,083,848

The accompanying notes are an integral part of the financial statements.
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Note 1.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Organization and Programs

Organization

The Alliance for Justice (the “Alliance”, “AF)”") is incorporated under the laws of the District of
Columbia as a not-for-profit, non-stock corporation. The Alliance has been organized to operate
exclusively for charitable and educational purposes and, in particular, to ensure that all Americans
have the right to secure justice in the courts and to have their voices heard when government makes
decisions that affect their lives.

Program description

Bolder Advocacy - through its Bolder Advocacy initiative, AF) strengthens the capacity of the public
interest community to influence public policy. Bolder Advocacy promotes active engagement in
democratic processes and institutions by giving nonprofits and foundations the confidence to
advocate effectively and by protecting their right to do so. The goal is to demystify and decode
advocacy by equipping organizations with knowledge and tools. AF) helps organizations fully
understand the rules and become assertive in their right to pursue their policy goals.

Bolder Advocacy started in 2012 and expands upon and incorporates two other Alliance programs -
the Non-Profit Advocacy Project and the Foundation Advocacy Initiative.

Bolder Advocacy helps foundations and their nonprofit grantees understand the importance of
advocacy and the complex legal rules governing advocacy by offering trainings, written guides, tools
(including tools to assess advocacy and community organizing capacity), coaching, and the Technical
Assistance Hotline (866-NP-LOBBY). In addition, Bolder Advocacy works to protect and expand the
right of nonprofits and foundations to advocate.

Access to Justice Project — protects and promotes the value of a vigorous civil justice system and
monitors and exposes threats to the rule of law. The Access to Justice Project educates the public and
policy makers through rigorous research, comprehensive written reports and publications and
information for the public.

Judicial Selection Project - monitors and investigates nominations to the federal bench, and engages
the public to ensure that the federal judiciary reflects the diversity of America, adheres to the highest
legal standards, and is composed of judges who are fair, independent, compassionate and respectful
of the country’s progress in civil rights, environmental protection and reproductive choice.

Fellows Program — introduces recent college and law school graduates to public interest careers and
service.



Note 2.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Summary of Significant Accounting Policies

Basis of presentation

Financial statement presentation adheres to the requirements of the Financial Accounting Standards
Board (FASB) Accounting Standards Codification (ASC) 958-205, Presentation of Financial Statements
for Not-for-Profit Entities. Under FASB ASC 958-205, the Alliance is required to report information
regarding its financial position and activities according to three classes of net assets: unrestricted,
temporarily restricted and permanently restricted.

Revenue recognition

The Alliance accounts for contributions in accordance with the requirements of FASB ASC 958-605,
Accounting for Contributions Received and Contributions Made. Under the guidelines of FASB ASC
958-605, contributions received are recorded as unrestricted, temporarily restricted or permanently
restricted support depending on the existence and/or nature of any donor restrictions.

Support that is restricted by the donor, including pledges, is reported as an increase in temporarily
restricted or permanently restricted net assets, depending on the nature of the restriction. When a
donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported
in the statements of activities as net assets released from restrictions.

The Alliance reports gifts of equipment as unrestricted support unless explicit stipulations specify how
the donated assets must be used. Gifts of long-lived assets with explicit restrictions that specify how
the assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets
are reported as restricted support. Absent explicit stipulations about how long those long-lived assets
must be maintained, the Alliance reports expirations of restrictions when the assets are placed in
service.

Contributions, grants, accounts receivable and allowance for doubtful accounts

All contributions and grants are considered to be available for unrestricted use unless specifically
restricted by the donor. Unconditional contributions and grants are recognized as revenue in the
period the pledge is received. Conditional contributions and grants are recognized when the
conditions on which they depend are substantially met. All contributions and grants receivable are
expected to be collected.

Accounts receivable are recorded at the lower of cost or fair value. The risk of 1oss on the receivables
is the balance due at the time of default. All receivables are unsecured. The Alliance uses the
allowance method to record uncollectible accounts receivable. The allowance is based upon
experience, management’s analysis of specific promises made, and other historical factors that pertain
to the receivables. No interest is accrued on receivables.



Note 2.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Summary of Significant Accounting Policies {Continued)

Property and equipment and depreciation/amortization

The Alliance capitalizes fixed assets with an original cost of $1,000 or more. Leasehold
improvements and furniture and equipment are recorded at cost. Donated equipment is reflected in
the accompanying financial statements at its estimated value at the date of receipt. Depreciation is
provided for in amounts sufficient to relate the cost of the depreciable assets to operations using the
straight-line method over estimated useful lives of three to ten years. Leasehold improvements are
amortized over the life of the lease.

Cash equivalents

For purposes of the statement of cash flows, the Alliance considers al! highly liquid short term debt
instruments whose maturity dates do not extend past three months from the original date of purchase,
and money market funds, to be cash equivalents.

Investments
Investments are recorded at fair market value. Unrealized gains and losses are included in the
change in net assets.

Deferred revenue
Deferred revenue represents payments received for services that have not yet been performed.

Functional allocation of expenditures

The costs of providing various programs and other activities of the Alliance have been summarized
on a functional basis in the accompanying financial statements. Costs that can be identified with a
particular program or support function are charged directly to that program or function. Salaries and
related costs and other allocable costs have been allocated among the programs and supporting
services based upon management’s best estimates of the proportion of these costs applicable to each
program.

Use of estimates

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

Fair value of financial instruments
ltems considered to be financial instruments (cash, contributions receivable, and accounts payable}
are stated in the accompanying financial statements at amounts which approximate their fair value.

Advertising
Advertising costs are recorded as expenses when incurred.

Classification of net assets
The Alliance’s net assets are reported as follows:

o Unrestricted net assets represent the portion of expendable funds that are available for the
general support of the Alliance’s operations.

e Temporarily restricted net assets represent amounts that are specifically restricted by donors
or grantors for various purposes or time periods.

10



Note 2.

Note 3.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Summary of Significant Accounting Policies (Concluded)

Income taxes

The Internal Revenue Service has determined that the Alliance is exempt from federal income taxes
under Section 501(c)(3} of the Internal Revenue Code. Income which is not related to exempt
purposes, less applicable deductions, is subject to federal and state corporate income taxes. The
Alliance did not engage in activities which might give rise to income tax during 2016 or 2015.
Accordingly, no provision for income tax is made in the accompanying financial statements.

The Alliance has adopted FASB ASC 740, Income Taxes, which require changes in recognition and
measurement for uncertain tax positions. The Alliance has analyzed its tax positions, and has
concluded that it is not aware of any uncertain tax positions. If this position changes, the Alliance will
assess the impact of any such matters on its financial position and results of operations.

The Alliance files its information tax returns for Federal and various states’ reporting purposes. The
Alliance is not currently under audit by any taxing jurisdiction.

Reclassifications
Certain items in the prior year’s financial statements have been reclassified to conform to the current

year's presentation. These reclassifications had no effect on previously reported changes in net
assets.

Grants Receivable

Grants receivable due within one year or less are reported as current assets. Grants receivable that
are due after one year are reported at their net present value in other assets.

Grants receivable at December 31, 2016 and 2015 are as follows:

2016 2015
Receivable in less than one year $ 1,709,029 % 748,125
Receivable in two to five years 1,180,891 150,000
$ 2,889,920 % 898,175
Less discounts to net present value {15,064) -
Total 2,874,856 898,125

The discount rate used on long-term promises to give was approximately 1% as of December 31,
2016.

1



Note 4.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Investments

The Alliance adopted the provisions of FASB ASC 820, Fair Value Measurement. In accordance with
FASB ASC 820, the Alliance has categorized its financial instruments, based on the priority of the
inputs to the valuation technique, into a three-level fair value hierarchy. The fair value hierarchy
gives the highest priority to quoted prices in active markets for identical assets or liabilities (Level 1)
and the lowest priority to unobservable inputs (Level 3). If the inputs used to measure the financial
instruments fall within different levels of the hierarchy, the categorization is based on the lowest level
input that is significant to the fair value measurement of the instrument. Investments recorded in the
Statenents of Financial Position are categorized based on the inputs to valuation techniques as
follows:

« Level 1 - Inputs to the valuation methodology that are quoted in an active market

e Level 2 - Inputs to the valuation methodology that are inputs other than quoted prices that
are observable for the assets

e Level 3 - Inputs to the valuation methodology that are unobservable and significant to the
fair value measurement. These inputs reflect assumptions of management about assumptions
market participants would use in pricing the investments. These investments include non-
readily marketable securities that do not have an active market.

All of the investment assets recorded in the Statements of Financial Position are Level 1 assets, except
for certificates of deposit which are Level 2.

The Alliance reports investments in debt and equity securities at fair value, with gains and losses
included in the statement of activities and changes in net assets.

The Alliances’ investment policy is diversification to reduce volatility of price fluctuations in its
overall portfolio and balance risk and return levels to meet its financial goals.

Investments consist of the following as of December 31:
2016 2015

Fair Fair
Value Cost Value Cost

Mutual funds:
Closed end funds $ 1,237,506 % 1,242,960 % 186,596 % 228,935

Equity securities 1,373,821 1,248,047 2,298,598 2,046,711
Certificates of deposit 699,979 700,000 - -
Total $_ 3311306 $ 3,191,007 $ 2,485,194 § 2,275,646

Recent market conditions have resulted in an unusually high degree of volatility of certain
investments held by the Alliance which could impact the value of the investments after the date of
these financial statements.



ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Note 5. Temporarily Restricted Net Assets

Temporarily restricted net assets are available for use for the following purposes or periods:

2016 2015

Bolder Advocacy/The Non-Profit Advocacy
Project/Foundation Advocacy Initiative $ 4,527,130 $ 1,900,642
Judicial Selection Project 181,222 172,060
Klagsbrun Fellowship 42,835 22,046
Dorot Fellowship 41,765 41,822
Access to Justice Project 12,500 -
California office - general support - 53,125
Texas office - general support 125,572 110,286
Total $ 4,931,024 $ 2299981

Note 6. Temporarily Restricted Net Assets Released From Restriction

Net assets were released from donor restrictions by incurring expenses satisfying the restricted
purposes or by occurrence of other events specified by donors. The following is a summary of assets
released from restriction during the years ended December 31:

2016 2015

Bolder Advocacy/The Non-Profit Advocacy
Project/Foundation Advocacy Initiative $ 2,173,513 $ 1,875,441
Access to Justice Project 12,500 25,000
Judicial Selection Project 379,643 282,275
Klagsbrun Fellowship 29,211 39,954
Dorot Fellowship 150,058 109,332
California office - general support 103,125 51,041
Time restriction . 5,000 5,000
Texas office - general support 134,712 64,490
Total $_ 2,987,762 $ 2,452,533

Note 7. Retirement Plan

The Alliance maintains a 401(k) profit-sharing plan for all eligible employees. Employees may elect
to contribute in accordance with Internal Revenue Service regulations. Although the Alliance is not
required to make contributions, it is the Alliance’s practice to make contributions up to 5% of
compensation for each eligible participant. For the years ended December 31, 2016 and 2015, the
Alliance’s contribution to the plan amounted to $94,087 and $102,565, respectively.
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Note 8.

Note 9.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Deferred Compensation

During 2013, the Alliance established a Section 457(f) Nonqualified Deferred Compensation Plan
{the Plan). No contribution was required in 2016 and 2015. The amounts had been fully funded as
of December 31, 2014.

The table below presents the balance of assets and liabilities measured at fair value on a recurring
basis by level within the hierarchy as of December 31:

2016
Total Level 1 Level 2 Level 3
Deferred compensation assets:
Mutual funds $ 191,807 % 191,807 % - % -
Money funds 157,497 157,497 - =
$ 349,304 % 349304 § - % =
Deferred compensation liability § 349,304 % -5 349304 & =
2015
Total Level 1 Level 2 Level 3
Deferred compensation assets:
Mutual funds $ 334,077 % 334,077 % - % -
Money funds 122 122 - -
$ 334,199 % 334,199 § - % -
Deferred compensation liability § 334,199 § - % 334,199 § -

Alliance’s mutual funds and money funds are publicly traded and are considered Level 1 items.

Deferred compensation liability is based on the fair market value of the deferred compensation plan
assets that are observable inputs, but the liability is not publicly traded and is, therefore, classified as
Level 2.

Operating Leases, Deferred Rent and Deferred Lease Incentive

The Alliance leases office space in the District of Columbia under a non-cancelable agreement which
originally expired in August 2010. During 2010 this lease was amended to include the following
terms:

. The lease term was extended for one hundred twenty-four {124) months

- Rent was abated for the months of September through December 2010

- The security deposit was amended to $49,797 from $57,333.

- The landlord provided the Alliance with an improvement allowance (the allowance] not
to exceed $343,425 to be used for the Alliance’s costs of designing and constructing
tenant improvements. Up to $41,211 of this allowance could be used to purchase
furniture and fixtures. Additionally, if the allowance was not used for designing and
constructing tenant improvements and/or for the purchase of furniture and fixtures, up to
$68,685 of the allowance could be applied to annual rent.
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Note 9.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Operating Leases, Deferred Rent and Deferred Lease Incentive (Concluded)

Rent expense under this lease will be recognized over the life of the lease on a straight line basis.
Straight-line rent expense over the life of the lease will be $643,481 for each of the years 2014
through 2020. The variance between the straight-line rent expense and the rent paid/abated was
recorded as deferred rent at December 31, 2016 and 2015, respectively.

As of December 31, 2016 and 2015, the Alliance has incurred $343,425 of tenant improvements
which qualify for the improvement allowance. This amount is included in leasehold improvements
in the statement of financial position. The leasehold improvements are amortized over the life of the
lease on a straight-line basis. The deferred lease incentive will be amortized against rent expense
over the life of the lease on a straight-line basis. For the years ended December 31, 2016 and 2015,
$33,238 has been recorded as amortization of the leasehold improvements to reduce rent expense.

The Alliance also leases office spaces in Los Angeles, California on a month-to-month basis and in
Dallas, Texas and Oakland, California under non-cancelable agreements expiring in May 2017 and
March 2019, respectively, The Oakland, California lease has an option for an additional five year
term. The lease requires a monthly payment for the estimated annual increase in real estate taxes and
operating expenses.

Minimum lease payments are as follows for future years ending December 31:

2017 $ 759,941
2018 773,262
2019 734919
2020 731,129
Total 2,999,251

The Alliance has entered into non-cancelable agreements to sublease a portion of the District of
Columbia office space to unrelated third parties for varying periods ending in 2018. The revenue is
reported as a reduction of rent expense in the accompanying financial statements. Sub-lease income
was $143,109 and $210,363, for the years ended December 31, 2016 and 2015, respectively.
Minimum sublease income is anticipated to be as follows for the years ending: 2017 - $71,358; and
2018 - $42,581. It is management’s intent, to the extent possible, to renew the sub-leases for periods
after 2018.

Following is a summary of rental expense net of sublease income:

2016 2015
Rent expense % 840,280 % 812,940
Less: amortization of deferred |ease
incentive {33,238} (33,238)
Less: sublease income {143,109) (210,363)
Net Rent Expense $ 663,933 % 569,339




Note 10.

Note 11.

Note 12.

Note 13.

Note 14.

ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2016 AND 2015

Concentrations

Credit risk

The Alliance maintains cash balances in national financial institutions. The balances are insured by
the Federal Deposit Insurance Corporation (“fFDIC") up to $250,000. The Alliance consistently
maintains cash balances in excess of the FDIC insurable amount. Effective February 2016 the
Alliance receives email alerts when the balance in the accounts exceeds $250,000 at which time the
amount in excess of the $250,000 is transferred to the Merrill Lynch account.

Major contributors
Five donors contributed 51% of the Alliance’s revenue for 2016. As of December 31, 2016, there
was $2,359,920 recorded as receivable from these donors.

Five donors contributed 29% of the Alliance’s revenue for 2015. As of December 31, 2015, there
was $575,000 recorded as receivable from these donors.

Contingencies

The Alliance receives a significant portion of its revenue from grants. The ultimate determination of
amounts received under these programs often is based on allowable costs reported to the donor. In
some instances, the donor reserves the right to audit the program costs. Until the final settlement is
reached with each donor, there exists a contingency to refund any amount received for costs deemed
unaliowable in an audit conducted by a donor.

Related Party Transactions

The Alliance is affiliated with the Alliance for Justice Action Campaign {the “Campaign”), a 501(c)(4)
organization incorporated in 2001. The Campaign shares office facilities with the Alliance. During
the years ended December 31, 2016 and 2015, the Alliance charged the Campaign for administrative
and payroll costs totaling $94,639 and $22,568, respectively. At December 31, 2016 and 2015, the
Campaign owed the Alliance $16,339 and $6,595 for shared office expenses, respectively. These
amounts are included in “Due from Affiliate” in the accompanying financial statements. During 2015,
the Campaign received a grant from the Alliance in the amount of $66,650.

Non-cash Transactions

During 2016 and 2015 the Alliance received donations of stock valued at approximately $796,126
and $1,037,883, respectively. All of the donated stock was subsequently sold by the Alliance.

Subsequent Events
The Alliance has evaluated events through September 19, 2017, the date the financial statements
were available to be issued, and determined that there were no events occurring subsequent to

December 31, 2016, that would have a material impact on the Alliance’s results of operations or
financial position as of December 31, 2016.
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