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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Alliance for Justice

Opinion

We have audited the accompanying financial statements of Alliance for Justice (AFJ),
which comprise the statements of financial position as of December 31, 2022 and 2021,
and the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

In 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, 2022 and
2021, 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.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted
in the United States of America. 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 AFJ and to meet our other
ethical responsibilities in accordance with the relevant ethical requirements relating to
our audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of 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 misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether
there are conditions or events, considered in the aggregate, that raise substantial doubt
about AFJ's ability to continue as a going concern within one year after the date that

the financial statements are available to be issued.

Washington, DC | Chicago, IL | New York, NY | Los Angeles, CA
calibrecpa.com 1 i |



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 will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions,
are considered material if there is a substantial 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, we:

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

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of AFJ'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 AFJ’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit, significant audit
findings, and certain internal control related matters that we identified during the audit.

Ci/bb;(ﬁu. CPA é\fl\«f, PLLC

Bethesda, MD
November 16, 2023



ALLIANCE FOR JUSTICE
STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2022 AND 2021

2022 2021
Assets
Current assets
Cash and cash equivalents $ 5307009 $ 7,087,244
Accounts receivable net of allowance of $1,000
at December 31, 2022 and 2021, respectively 214,176 21,718
Interest receivable 15,517 12,673
Contributions receivable - 111,880
Grants receivable, current 2,293,300 580,862
Due from affiliates 266,326 35,963
Prepaid expenses 95,000 38,346
Total current assets 8,191,328 7.888,686
Net property and equipment
Furniture and fixtures 632,036 572,209
Leasehold improvements 1,051,677 1,051,677
Less: accumulated depreciation (1,031,6095) (885,525)
Net property and equipment 652,108 738,361
Other assets
Grants receivable, net of current portion and discount 3,510,356 -
Investments 6,557,614 7,507,192
Right-of-use asset - operating lease 4,377,304 -
Security deposits 70,505 70,505
Total other assets 14,515,779 7,577,697
Total assets $ 23,359,215 $ 16,204,744

See accompanying notes to financial statements.



ALLIANCE FOR JUSTICE

STATEMENTS OF FINANCIAL POSITION (CONTINUED)

DECEMBER 31, 2022 AND 2021

Liabilities and Net Assets

Current liabilities
Accounts payable and accrued expenses
Accrued salaries and benefits
Deferred revenue
Refundable advance (PPP loan)
Deferred rent - current portion
Deferred lease incentive, current portion
Total current liabilities

Other liabilities
Lease liability - operating
Deferred rent - long term
Deferred lease incentive - long term
Total other liabilities

Total liabilities

Net assets
Without donor restrictions
With donor restrictions
Total net assets

Total liabilities and net assets

See accompanying notes to financial statements.

2022 2021
341,906 $ 153,043
244,054 159,059

29,747 72,674

- 565,960

- 35216

- 97,518

615,707 1,083,470
5,771,555 -

- 768,510

- 625,742

5,771,555 1,394,252

6,387,262 2,477,722

9,473,012 11,223,385

7,498,941 2,503,637

16,971,953 13,727,022

$ 23359215 $ 16,204,744




ALLIANCE FOR JUSTICE

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2022

Without Donor  With Donor
Restrictions Restrictions Total
Revenue
Grants $ 2820960 $ 7,364,856 $10,185816
Contributions 1,000,715 14,998 1,015,713
Events, net of direct expenses (92,977) - (92,977)
Contract revenue 623,009 - 623,009
Membership dues 177,223 - 177,223
Rental income 72,741 - 72,741
Otherrevenue 200 - 200
Investment income, net of investment expense (992,614) - (992.614)
Net assets released from restrictions,
satisfaction of program restrictions 2,384,550 (2,384,550) -
Total revenue 5,993,807 4,995,304 10,989,111
Expenses
Program expenses
Justice 1,462,889 - 1,462,889
Membership and Outreach 441,445 - 441,445
Bolder Advocacy 2,544,428 - 2,544,428
Communications 808,299 - 808,299
Total program expenses 5,257,061 - 5,257,061
Support expenses
Management and general 1,794,298 - 1,794,298
Fundraising 692,821 - 692,821
Total support expenses 2,487,119 - 2,487,119
Total expenses 7,744,180 - 7,744,180
Change in net assets (1,750,373) 4,995,304 3,244,931
Net assets
Beginning of year 11,223,385 2,503,637 13,727,022
End of year $ 92.473012 $ 7,498,941  $16,971,953

See accompanying notes to financial statements.




ALLIANCE FOR JUSTICE

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

YEAR ENDED DECEMBER 31, 2021

Without Donor  With Donor

Restrictions Restrictions Total
Revenue
Grants $ 843,100 $ 2,842,035 $ 3,685,135
Conftributions 1,022,427 - 1,022,427
Contributed services 646,831 - 646,831
Events, less direct expenses 1,186,486 - 1,186,486
Conftract revenue 331,696 - 331,696
Membership dues 130,583 - 130,583
Rental income 64,955 - 64,955
Ofther revenue 5,637 - 5,637
Investment income, net of investment expense 1,100,290 - 1,100,290
Net assets released from restrictions,
satisfaction of program restrictions 3,469,870 (3,469,870) -
Total revenue 8,801,875 (627,835) 8.174,040
Expenses
Program expenses
Justice 1,630,276 - 1,630,276
Membership and Outreach 201,330 - 201,330
Bolder Advocacy 3,103,652 - 3,103,652
Total program expenses 4,935,258 - 4,935,258
Support expenses
Management and general 881,918 - 881,918
Fundraising 521,455 - 521,455
Total support expenses 1,403,373 - 1,403,373
Total expenses 6,338,631 - 6,338,631
Change in net assets 2,463,244 (627,835) 1,835,409
Net assets
Beginning of year 8,760,141 3,131,472 11,891,613
End of year $11,223,385 $ 2,503,637  $13,727,022

See accompanying notes to financial statements.
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ALLIANCE FOR JUSTICE

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2022 AND 2021

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets fo net cash
provided by operating activities
Depreciation and amortization expense
Amortization of deferred lease incentive
Depreciation (appreciation) in investments
Donated securities
Sale of donated securities
Change in assets and liabilities
Accounts receivable
Interest receivable
Contributions receivable
Grants receivable
Due from affiliates
Prepaid expenses
Accounts payable and accrued expenses
Accrued leave payable
Deferred revenue
Right-of-use asset/liability
Deferred rent and leasehold incentives
Net cash provided by (used for) operating activities

Cash flows from investing activities
Purchase of property and equipment
Purchase of investments
Proceeds from sale of investments
Net cash provided by (used for) investing activities

Cash flows from financing activities
Proceeds from Paycheck Protection Program loan

Net change in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

See accompanying notes to financial statements.

2022 2021
$ 3244931 $ 1,835,409
146,081 137,822
- (97,519)
1,102,535 (1,024,818)
(206,652) (252,894)
205,370 252,850
(192,458) 6,251
(2,844) 19,122
111,880 835
(5,222,794) 1,116,888
(230,363) 44,288
(56,654) 8,139
188,863 98,848
84,995 (30,922)
(42,927) 22,174
(1,394,251) -
695,556 (14,096)
(1,568,732) 2,122,377
(59,828) (15,327)
(883,724) (2,022,591)
732,049 2,124,123
(211,503) 86,205
- 565,960
(1,780,235 2,774,542
7,087,244 4,312,702
$ 55307009 $ 7,087,244




ALLIANCE FOR JUSTICE
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2022 AND 2021

NOTE1. ORGANIZATION AND PROGRAMS

Organization - Alliance for Justice (AFJ) is incorporated under the laws of the District of
Columbia as a not-for-profit, non-stock corporation. AFJ has been organized to operate
exclusively for charitable and educational purposes and, in particular, to ensure that alll
Americans have the right to secure justice in the courts and to have their voices heard
when government makes decisions that affect their lives. The main programs
undertaken by AFJ are:

Bolder Advocacy - Bolder Advocacy (BA) promotes active engagement in the
democratic process by providing nonprofits and foundations with the knowledge and
confidence to advocate efficiently and effectively. For over 20 years, BA has offered a
comprehensive program of thought-leadership, workshops, technical assistance,
publications, and educational events to help nonprofits cost-effectively navigate the
501(c)(3) and (c)(4) rules and be more effective advocates for their communities.
Through lobbying, regulatory efforts, and candidate education, BA strengthens the
ability of thousands of nonprofit staff members and trustees to advocate confidently.

Justice - Through the various initiatives under Justice, AFJ works to ensure that the
Nation's courts are staffed with highly-qualified, fair, and independent judges who will
safeguard the rights of all. Our Judicial Nominations Project works to research nominees
to the federal bench, providing detailed information to Congress, the media, and the
public and educates the public about the importance and role of the federal courts.
Our Building the Bench Project promotes the identification of professionally and
demographically diverse and highly-qualified individuals for federal judgeships and
AFJ's Access to Justice work protects and promotes the value of a vigorous civil justice
system and monitors and exposes threats to the rule of law through rigorous research,
comprehensive written reports and publications and information for the public.

Membership and Outreach - AFJ's Membership and Outreach manages the
engagement and growth of its membership program of over 120 civil rights and public
interest organizations and leads strategies elevating the importance of the courts
through public education and mobilization; engaging AFJ's national network of
member organizations, progressive groups, legal communities, and political influencers;
and expanding the reach of Justice and Bolder Advocacy resources to arm partners,
grassroots advocates, and diverse constituencies with the tools to advocate for a
democracy that protects our constitutional rights.

Communication - AFJ's communications department is in the unique position of
interfacing with all departments and providing both internal and external
communications to a variety of audiences. The communications feam is responsible for

10



NOTE1. ORGANIZATION AND PROGRAMS (CONTINUED)

sharing information with the public through our website; and traditional media,
including press releases, statements, and blogs. AFJ also creates videos, graphics, and
content that is shared through numerous digital media channels. AFJ's communications
creates content and executes the sending of four regularly scheduled board emails, as
well as petitions to drive action.

NOTE2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting - AFJ prepares its financial statements on the accrual basis of
accounting. Consequently, revenue is recognized when earned and expenses are
recognized when the obligation is incurred.

Financial Statement Presentation - The financial statement presentation follows the
recommendations of U.S. generally accepted accounting principles in accordance
with Financial Accounting Standards Board (FASB) Accounting Standards Codification
(ASC), Noft-for-Profit Entities - Presentation of Financial Statements. Under those
principles, AFJ is required to report information regarding its financial position and
activities according to two classes of net assets - net assets without donor restrictions
and net assets with donor restrictions.

Net assets without donor restrictions - These net assets are available to finance the
general operations of AFJ. The only limits on the use of net assets without donor
restrictions are the broad limits resulting from the nature of AFJ, the environment in
which it operates, and the purposes specified in its organizing documents.

Net assets with donor restrictions - These net assets result from confributions and other
inflows of assets, the use of which by AFJ is limited by donor-imposed time or purpose
restrictions that are either temporary or perpetual. AFJ had no perpetually restricted net
assets with donor restrictions as of December 31, 2022 and 2021. Note 8 details the
changes in net assets with donor restrictions that were temporarily restricted as of
December 31, 2022 and 2021.

Revenue Recognition - Revenue is derived from both exchange fransactions and
contribution tfransactions. Revenue from exchange transactions is recognized when
control of promised goods or services is transferred to our members and customers, in
an amount that reflects the consideration we expect to be entitled to in exchange for
those goods or services. Except for goods and services provided in connection with
membership dues, which are transferred over the period of membership, all goods and
services are fransferred at a point in time. Payments are generally required in advance
and are reported as deferred revenue until the related revenue is recognized.
Unconditional conftributions are recognized upon receipt of cash or other assets, or
when a donor promises to fransfer cash or other assets in the future. Conditional
promises to give, that is, those with a measurable performance or other barrier and a
right of return or release, are not recognized until the conditions on which they depend
have been substantially met.

11



NOTE2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Grants - Most grant agreements are accounted for as confribution transactions. When
an agreement includes both a barrier and either a right of return of assets to the
resource provider or a right of release from obligation by the resource provider, the
contribution is considered to be conditional. Amounts received under conditional
transfers are reported as a liability (refundable advance) and recognized as
contribution revenue only when the conditions are met.

Contributions - Contributions received are reported as increases in net assets without
donor restrictions unless received with donor stipulations that require the assets be used
for specific purposes or in specific fime periods. All donor-restricted contributions are
reported as an increase in net assets with donor restrictions.

When a restriction expires (that is, when a stipulated fime restriction ends or purpose
restriction is accomplished), net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statements of activities as net
assets released from restrictions.

Events - Events revenue is comprised of an exchange element based on the fair value
of direct benefits provided to donors, and a confribution element for the difference.
The exchange element is recognized when the special event takes place. The
contribution element is recognized immediately, unless there is a right of return if the
special event does not take place, in which case the contribution element is
recognized when the special event takes place.

Contract Revenue - Contract revenue arises from a service and consulting agreements
entered into with customers. Revenue from these agreements is recognized when the
service is provided.

Membership Dues - Membership dues entitle members to a bundle of goods and
services that are considered a single performance obligation and the related revenue
is recognized ratably over the membership period. Membership dues payments are
required in advance and amounts not yet recognized as revenue are deferred to the
applicable membership period.

Donated Services - Donated services are recognized if they create or enhance a
nonfinancial asset, or if the services require specialized skills, are provided by individuals
possessing those skills, and would have to be purchased if they were not contributed to
us. Contribution revenue is recognized at the fair value of the nonfinancial asset
created or enhanced, or at the fair value of the donated services, whichever is
applicable. Revenue from donated services is included in confributions on the
statements of activities.

Cash and Cash Equivalents - Cash and cash equivalents consist of amounts available
for immediate withdrawal from bank accounts and all highly liquid monetary
instruments whose maturity dates do not extend past three months.

12



NOTE2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributions, Grants, Accounts Receivable and Allowance for Doubtful Accounts - All
conftributions 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.

Property and Equipment - AFJ capitalizes fixed assets with an original cost of $2,500 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 computed using the straight-line
method over the estimated useful lives of the assets. Leasehold improvements are
amortized over the shorter of the life of the lease or the useful life of the asseft.

Investments - Investments are recorded at market value. Unrealized gains and losses
are included in investment income in the statements of activities and changes in net
assefs.

Deferred Revenue - Deferred revenue represents payments received for services that
have not yet been performed or for membership for the upcoming year.

Leases - In ifs statements of financial position, AFJ records a right-of-use asset and lease
liability, initially measured at the present value of total lease payments using a risk-free
rate that approximates the remaining term of the lease. AFJ considers the likelihood of
exercising renewal or termination clauses (if any) in measuring its right-of-use assets and
lease liabilities. A single lease cost calculated so that the cost of the lease is allocated
over the lease term on straight-line basis. Short-term leases (those with an initial term of
twelve months or less and no purchase opftion) are expensed over their terms, with no
corresponding right-of-use asset or lease liability recorded. AFJ does not separate non-
lease components (if any) from lease components in determining the lease payments
for leases of office equipment.

Functional Allocation of Expenditures - The costs of providing various programs and
other activities of AFJ 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 the financial statements in conformity with
accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

13



NOTE2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

New Accounting Pronouncement Adopted - During the year ended December 31,
2022, AFJ adopted the provisions of Accounting Standards Update (ASU) 2016-02,
Leases (Topic 842). This guidance is intended to increase transparency and
comparability among lessees by recognizing lease assets and lease liabilities on the
statement of financial position and disclosing key information about leasing
arrangements. ASU 2016-02 requires lessees to report a right-of-use asset along with a
lease liability.

In February 2016, the Financial Accounting Standards Board (FASB) issued ASU 2016-02,
Leases (Topic 842). The standard requires lessees to recognize the assets and liabilities
that arise from leases in the statement of financial position/net assets available for
benefits. Additionally, in July 2018, the FASB issued ASU 2018-11, Leases (Topic 842) —
Targeted Improvements, which, among other things, provides an additional transition
method that would allow entities to not apply the guidance in ASU 2016-02 in the
comparative periods presented in the financial statements and instead recognize a
cumulative-effect adjustment to the opening balance of net assets/net assets available
for benefits in the period of adoption. AFJ adopted ASU 2016-02 and its related
amendments as of January 1, 2022, which resulted in the recognition of operating
assets totaling $5,008,415, as well as operating lease liabilities totaling $6,535,402. AFJ
elected to adopt the fransition relief provisions from ASU 2018-11 and recorded the
impact of adoption as of January 1, 2022, without restating any prior-year amounts or
disclosures. The related policy elections made by AFJ can be found above in Note 2
and the additional lease disclosures can be found in Note 10. There was no cumulative
effect adjustment to the opening balance of net assets/net assets available for benefits
required.

AFJ elected to apply all practical expedients available under the ASU, allowing it to 1)
not reassess whether any expired or existing contracts previously assessed as not
containing leases are, or contain, leases; 2) not reassess the lease classification for any
expired or existing leases; 3) not reassess initial direct costs for any existing leases; and 4)
risk-free interest rate for all underlying assets. AFJ also elected to apply the practical
expedient to use hindsight in determining the lease term which in the year of
implementation AFJ has determined to be the remaining lease term.

NOTE3. INCOME TAXES

Income Taxes - The Internal Revenue Service has determined that AFJ 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. AFJ did not engage in activities which might
give rise to income tax during 2022 or 2021. Accordingly, no provision for income tax is
made in the accompanying financial statements.

AFJ accounts for uncertainties in income taxes recognized under a prescribed threshold
of “more likely than not” for recognition and derecognition of tax positions taken or
expected to be taken in a tax return.
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NOTE 3. INCOME TAXES (CONTINUED)

AFJ performed an evaluation of uncertain tax positions for the year ended December
31, 2022, and determined that there were no matters that would require recognition in
the financial statements or that may have an effect on its tax-exempt status. As of
December 31, 2022, the statute of limitations for tax years 2019 through 2021 remains
open with the U.S. Federal jurisdiction and the state and local jurisdictions in which AFJ
files returns.

NOTE4. LIQUIDITY AND AVAILABILITY OF FINANCIAL RESOURCES

As part of AFJ's liquidity management, it has a policy to structure its financial assets to
be available as its general expenditures, liabilities and other obligations come due. The
table below represents AFJ's financial assets available to meet cash needs for general
expenditures within one year of December 31, 2022 and 2021.

2022 2021
Total assets at end of year $ 23,359,215 $ 16,204,744
Less: nonfinancial assets
Prepaid expenses (25,000) (38,346)
Security deposit (70,505) (70,505)
Right-of-use asset - operating lease (4,377,304) -
Net property and equipment (652,108) (738,361)
Total financial assets at end of year (5,194,917) (847.212)
Less: amounts unavailable for general expenditures within one year
Restricted by donor with time or purpose restrictions (7,498,941) (2,503,637)
Total financial assets available for general expenditures
within one year $ 10,665,357 $ 12,853,895

NOTE 5. 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, 2022 and 2021 are as follows:

2022 2021
Receivable in less than one year $ 2,293,300 $ 580,862
Receivable in one to five years 3,535,000 -
5,828,300 580,862
Less: discounts to net present value (24,644) -
Total $ 5,803,656 $ 580,862

The discount rate used on long-term promises to give was between 0.40% and 1.04%

at December 31, 2022.
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NOTE 6. INVESTMENTS AND FAIR VALUE MEASUREMENTS

Investments consist of the following at December 31, 2022 and 2021:

2022 2021
Fair Fair
Cost Basis Market Value Cost Basis Market Value
Equity securities $ 3,220,848 $ 4,083,278 $ 2997363 $ 4,785,457
Fixed income debt securities 1,101,168 1,044,830 1,180,258 1,227,882
Mutual funds - fixed income 443,917 375,483 372,675 386,318
Mutual funds - equity 674,045 551,467 591,105 605,029
Certificates of deposit 502,556 502,556 502,506 502,506

$ 5942534 $ 6,557,614 $ 5643907 $ 7,507,192

Accounting standards provide the framework for measuring fair value which provides a
fair value hierarchy that prioritizes the inputs to valuation techniques used to measure
fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets (Level 1) and the lowest priority to unobservable inputs
(Level 3). The three levels of the fair value hierarchy are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for
identical assets or liabilities in active markets that AFJ has the ability fo
access.

Level 2 Inputs to the valuation methodology include other significant observable
inputs including:

e Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabilities in inactive markets;

e Inputs other than quoted prices that are observable for the asset or
liability; and

e Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input
must be observable for substantially the full term of the asset or liability.

Level 3  Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.
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NOTE 6. INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

The following tables set forth by level, within the fair value hierarchy, AFJ's assets and
liabilities at fair value as of December 31, 2022 and 2021:

Quoted Market Significant Significant
Price for Other Unobservable
December 31, 2022 Assets Observable Inputs Inputs
Descripfion Total (Level 1) (Level 2) (Level 3)
Assets

Equity securities $ 4,083,278 $ 4,083,278 $ - $ -
Fixed income debt securities 1,044,830 - 1,044,830 -
Mutual funds - fixed income 375,483 375,483 - -
Mutual funds - equity 551,467 551,467 - -
Certificates of deposit 502,556 502,556 - -
Total $ 6,557,614 $ 5,512,784 $ 1,044,830 $ -

Quoted Market Significant Significant

Price for Other Unobservable
December 31, 2021 Assefts Observable Inputs Inputs
Descriptfion Total (Level 1) (Level 2) (Level 3)
Assets

Equity securities $ 4,785,457 $ 4,785,457 $ - $ -
Fixed income debt securities 1,227,882 - 1,227,882 -
Mutual funds - fixed income 386,318 386,318 - -
Mutual funds - equity 605,029 605,029 - -
Certificates of deposit 502,506 502,506 - -
Total $ 7,507,192 $ 6,279,310 $ 1,227,882 $ -

Following are the descriptions of the valuation methodologies used for assets measured
at fair value. There have been no changes in methodologies used at December 31,
2022 and 2021.

Equity securities and mutual funds are valued using quoted prices of identical
investments on the active markets they are traded on.

Certificates of deposit are valued at amortized cost which approximates fair value.

The fair value of fixed income debt securities was estimated using pricing models
maximizing the use of observable inputs for similar securities. This included basing values
on yields available on comparable securities of issuers with similar credit ratings.

The asset’'s categorization within the valuation hierarchy is based upon the lowest level
of input that is significant to their fair value measurement. The methods described
above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while AFJ believes its
valuation methods are appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain
financial instruments could result in a different fair value measurement at the reporting
date.
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NOTE7. CONTRACT BALANCES

The timing of billings, cash collections, and revenue recognition result in confract assets
and contract liabilities reported in the statements of financial position. Contract assets
consist entirely of accounts receivable, which are recognized only to the extent that it is
probable that the AFJ will collect substantially all of the consideration to which it is
entitled in exchange for the goods or services that will be or have been transferred.
Conftract liabilities consist entirely of deferred revenue that results when the AFJ receives
advance payments from our customers before revenue is recognized.

Balances in these accounts as of the beginning and end of the years ended December
31,2022 and 2021 are as follows:

2022 2021 2020
Membership dues receivable $ 500 $ 4,500 $ 13,969
Conftract service receivable 213,676 17,218 14,000

$ 214,176 $ 21,718 $ 27,969
2022 2021 2020
Membership dues - deferred $ 29,747 $ 72,674 $ 50,500
NOTE 8. NET ASSETS WITH DONOR RESTRICTIONS

A summary of temporarily restricted net assets with donor restrictions that are available
for use for the years ended December 31, 2022 and 2021 are as follows:

2022 2021
Time restricted $ 4,667,109 169,232
Purpose restricted

Bolder Advocacy 2,409,749 1,356,137
Justice 422,083 782,417

COVID - -
Institutional Strengthening - 195,851
Total purpose restricted 2,831,832 2,334,405
Total $ 7,498,941 2,503,637




NOTE 8. NET ASSETS WITH DONOR RESTRICTIONS (CONTINUED)

A summary of net assets released from donor restrictions for the years ended December
31,2022 and 2021 was as follows:

2022 2021
Time restricted $ 117,478 $ 924,800
Purpose restricted
Bolder Advocacy 1,180,888 1,586,488
Justice 890,333 586,025
COVID - 100,000
Institutional Strengthening 195,851 272,557
Total purpose restricted 2,267,072 2,545,070
Total $ 2,384,550 $ 3,469,870

NOTE 9.  RETIREMENT PLANS

AFJ maintains a 401(k) profit-sharing plan for all eligible employees. Employees may
elect to contribute in accordance with Internal Revenue Service regulations. Although
AFJ is not required to make contributions, it is AFJ's practice to make conftributions up to
5% of compensation for each eligible participant. For the years ended December 31,
2022 and 2021, AFJ's conftribution to the plan amounted to $155,129 and $144,258,
respectively.

NOTE 10. OPERATING LEASES

During the year ended December 31, 2017, AFJ negotiated a lease, effective January
2018, for office space in the District of Columbia under a non-cancelable agreement.
This lease extended the previous lease for one hundred thirty-seven months and
included a landlord provided improvement allowance and rent abatement.

AFJ has elected to use the risk-free rate as the discount rate of the lease. The rates are
determined at the commencement date for the period comparable with that of the
lease term. AFJ used the risk-free discount rate of 1.63% for the operating lease.

The maturity of the lease liability under AFJ's operating lease as of December 31, 2022 is
as follows:

Year Ending December 31, 2023 $ 886,356
2024 908,580
2025 931,356
2026 954,684
2027 978,564
2028 and thereafter 1,431,381
Less: effects of discounting (319.364)

Lease liability recognized $ 5771,555



NOTE 10. OPERATING LEASES (CONTINUED)

Operating lease expense for office space for 2022 and 2021, was $864,682 and
$845,225, respectively. The remaining lease term as of December 31, 2022, is 77 months.
AFJ also leases other office spaces on a month-to-month basis.

AFJ has entered into several agreements to sublease a portion of the District of
Columbia office space to unrelated third parties for varying periods ending in 2021.
Sub-lease income was $72,741 and $64,955, for the years ended December 31, 2022
and 2021, respectively. As of December 31, 2022, these leases were on a month-to-
month basis.

NOTE 11. CONCENTRATIONS

AFJ maintains its cash bank deposit accounts which at times may exceed the federally
insured limits per bank. AFJ has not experienced any loss in such accounts and believes
it is not exposed to any significant credit risk on its cash and cash equivalents. Amounts
in excess of deposit insurance limits were approximately $4,143,000 as of December 31,
2022.

NOTE 12. CONTINGENCIES

AFJ 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 amountreceived for costs deemed unallowable in an audit conducted by a donor.

NOTE 13. PAYCHECK PROTECTION PROGRAM LOAN

In April of 2022, AFJ received a loan in the amount of $565,960 under the Paycheck
Protection Program (PPP) established as part of the Economic Aid to Hard-Hit Small
Businesses, Nonprofits and Venues Act (the Act). PPP loans and accrued interest were
forgivable after a covered period (eight or twenty-four weeks) as long as the borrower
maintains its payroll levels and uses the loan proceeds for eligible purposes, primarily
payroll, benefits, rent and utilities. AFJ initially recorded the note payable as a
refundable advance and subsequently recognized contribution income related to the
debt forgiveness when the loan obligation was legally released. The amount of
conftribution income recognized during the year ended December 31, 2022, was
$565,960.
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NOTE 14. RELATED PARTY TRANSACTIONS

AFJ is affiiated with the Alliance for Justice Action Campaign (AFJAC), a 501(c)(4)
organization incorporated in 2001. AFJAC shares office facilities with AFJ. During the
years ended December 31, 2022 and 2021, AFJ charged AFJAC for administrative and
payroll costs totaling approximately $243,733 and $43,048, respectively. At December
31, 2022 and 2021, AFJAC owed AFJ $266,326 and $35,963, respectively, for these
administrative expenses. These amounts are included in “Due from Affiliate” in the
accompanying financial statements. AFJ also made a contribution of $425,000 and
$375,000 to AFJAC during the years ended December 31, 2022 and 2021, respectively.

NOTE 15. NON-CASH TRANSACTIONS

During 2022 and 2021, AFJ received donations of stock valued at approximately
$206,000 and $252,000, respectively. All of the donated stock was subsequently sold by
AFJ.

NOTE 16. SUBSEQUENT EVENTS

Subsequent events have been evaluated through November 16, 2023, which is the
date the financial statements were available to be issued. This review and evaluation
revealed no material event or transaction which would require an adjustment to or
disclosure in the accompanying financial statements.
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