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INDEPENDENT AUDITORS’ REPORT

To the Executive Committee
Legal Aid Society of the District of Columbia
Washington, D.C.

We have audited the accompanying financial statements of the Legal Aid Society of the District of
Columbia (a nonprofit organization), which comprise the statements of financial position as of
December 31, 2020 and 2019, and the related statements of activities, functional expenses and cash
flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements
g Y4

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 in the first paragraph present fairly, in all
material respects, the financial position of Legal Aid Society of the District of Columbia as of
December 31, 2020 and 2019, and 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.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements as a
whole. The Schedules of Activities (Without Donated Services) for the years ended December 31,
2020 and 2019 are presented for purposes of additional analysis and are not a required part of the
financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audits of
the financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statement themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements
as a whole.

Eodiner oned Lo, L (P

May 5, 2021



LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA

STATEMENTS OF FINANCIAL POSITION

ASSETS

CURRENT ASSETS:
Cash and cash equivalents (Notes 1, 4 and 13)
Investments (Notes 1, 3 and 4)
Grants and contributions receivable (Note 1)
Interest receivable and prepaid expenses
TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT (Notes 1 and 5)

OTHER ASSETS:
Deposits

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable and accrued expenses
Deferred revenue (Notes 1 and 6)
Loan payable - current portion (Note 7)
Deferred lease obligation - current portion (Note 8)
TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES:
Loan payable non-current (Note 7)
Deferred lease obligation - non-current (Note 8)

TOTAL LIABILITIES

COMMITMENTS (Note 8)

NET ASSETS (Notes 1, 11 and 12):
Without donor restrictions
With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these financial statements.

DECEMBER 31,

2020 2019
1,063,510 1,758,665
6,773,723 3,505,381
2,803,969 2,741,595
86,824 148,228
10,728,026 8,153,869
409,013 407,424
42,348 42,348
11,179,387 8,603,641
251,741 187,291
20,500 81,000
834,192 -
213,685 -
1,320,118 268,291
325,508 -
965,839 1,053,918
2,611,465 1,322,209
4,810,736 4,261,047
3,757,186 3,020,385
8,567,922 7,281,432
11,179,387 8,603,641




‘SJUQWIAJE)S [eroueruly sy} Jo Jaed [eidojur ue a1 sajou Surkuedwosde oy,

‘1€ J49NFDHd AAANd SYVAA dHL J0d

SHILIALLDV 40 SINANHALV.LS

TEVIST'L § S8€°0T0°C §  LYO19TY TT6'LIS'S  $ 98I°LSLE $§ 9€L0ISY ¢
¥L9°€0S 9 060°876°C ¥85°66S°E LSV 18T L $8€°020°¢ LY0 19Tt
8SLLLL $ S6TTL $  €9°SOL 06798C°T $ 1089¢L $ 6896vS  $
199°LLY9E S - $ 199°LL¥9¢ S1°Log6T - § TSILOL6T $
8ST°LL9 - 8ST°LL9 788°1L9 - 788°1L9
SH0°€S9 - SH0°€S9 €6L°89L - €6L°89L
8SYLYISES - $  8SHLPI‘SE LLY'998°LT § - $ LLY998°LT $
61¥°SSTLES S6TTL $ YTIE8I‘LE TH9°€6S°0€ § T1089€L  $ 14896867 $
- (#86°950°¢) ¥86°950°¢ - (980°1CI°¢) 980°T1CI°¢
GSS I - GSS I - - -
SSTSTIT - SSTSIT - - -
- - - 9¢8°91 - 9¢8°91
69L°59C - 69L°59C 061 - 0¢°6Y
018°€8C 90¢ 88 Y0S°S61 0SLLTY S90°6L $89°8¥¢
(P9€TLT) - (P9€TLT) - - -
TLLE6T T - TLLE6T T 959°6ST 1 - 969°6ST1
669°5859 €L6°0Y0°¢C 9TLYYS € €L0°ST6L TT8QLLE 1STOPIY
€T6°188°8CT$ - § €T6'ISY'8T $ STO6I60T § - $ ST0°616°0C $
[elol SUONILNSY SUONOLNSY [e1ol SUONOLNSY SUONOLISY
Jouo( louo(q Jouo( louoq
P MO QI MOy
610C 0202

AVIAA A0 ANA ‘SLASSV LAN
AVAX A0 ONINNIOAG ‘SLASSV LAN
SLASSY LAN NI SHONVHD

SASNALXH TVLOL
ursterpun
[eI0Ud3 pue JUSWOFBURIA
Q0IAIOS WRIS0I]

‘SHSNALXHA

SNIVO ANV LI0ddNS “‘AINTATI TV.LOL
SUOI}OLI)SAI WIOIJ POSBI[AI S}OSSt JON
SUOIINQIIUOD PULY-U]
ONUAASI 1931} JUSAH
QUWIOOUT SNOQUB[[IISTIA]
S99J 839
19U ‘QWI0OUT JUSW)SIAU]
SIOUOP 0} S}IJUQq JOIIP (1SS
SJUOAQ Te100dg
SUOIINQIIUOD PUB SJULID)
S9OIAIAS PajRUO(]
{01 pue 9 ‘T $310N) SNIVD ANV LHO0ddNS ‘ANNTATH

VIFINQTOD 40 LIOTALSIA HHL 40 ALHIDOS A1V 'TVIH'T



"SJUQIAIL)S [eroueuly 9say) Jo ed [eiSour ue are sojou JurKuedwoose oy

199°LLY9E S - § SPO'ES9 $§ 8SI'LL9 § SSYLVISES TSI'LOE6T S $ T8S'IL9 $§ €6L'8IL S LLY'998°LT S
(#9€°TLD) (9€7TL1) - - - - - - -
ST0°0S9°9€ $  ¥9€TLL  § SYOES9 $§ S8SILLY § 8SHLVISES TSILOL6T S § TS8IL9 § €6L89L S LLY'998°LT $
6¥9°C1 - - - 6¥9°C1 - - - -
8¥0°0C - 809°1 L9V €L6°91 (US - 0S -
TS0°€l - €91°11 0591 6£C 851y - ST0Y €l
vSY'Ty - 98¢ €9L°8¢€ sov'e 69ty 0LC 333 998°¢
SELTI - - - SELTL 4% 0% 601 - €LY
LOST - LOST - - 050°6 - 89¢ 789°8
16%°561 Y9ETL - LTI'€T - 6561 65611 - -
0S6°ST - Tes’l - 811%C 885°6T 08S°1 €81°1 §Tse
LTT0€E - 88T°€ - 6€8°9T 89S - 786°S 985°8CT
06Y°Sy - 66T°¢ 800°¢ €81°6€ 690°0% SL81 €1€T 188°S¢€
69T°Sy - 69T°SY - - TS10S - Ts10s -
89€°6S - 11¥°S LS6€ES - €TLIL L¥L'L9 9L6°€ -
STe6L - 9TEYy S0v‘9 76589 ISY'LL TILY 799°S LLO'LY
88T°19 - LT16'Y Y8y L8S°IS 658°68 00€°9 €LLL 98L°SL
961°€8 - Y9y ¥E€S°6C L10°6Y 61C°011 8EIYT S00°8 9L0°8L
161°CIY - 690°€E 951°0€ 996°87¢ S v6¢ €99°LT €TI9€ ySLTEE
¥0S°€08 - €TTY9 795°8S LTL089 6S6°EhL 988°IS 200%9 1L0°829
788679 - ¥€S°0S 780°9% 997°¢ceS 8TS6¥L €55°TS ST8Y9 0S1°C€9
9LS€61°S - 899911 196°6L€ L¥6°96€ Y €V6C96°S 060811 1TLSIS TET'6T0°S
€T6°188°8C$ - $ - $ - § €T6°188°8TS ST0O616°0T $ $ - $ - $ ST0°616°0T $
[el0L SIOUO(T 0} [eloudn pue  Juisrerpun,j Q0IAIAS 1eoL siouo( 0} Juisrelpun  [BIQUOD) pue J01A10G
SjJoudg 10211 JUSWOTBUBIN we3o1d syjoudg 10211 JuswoFeURI weidoig

s9o1a10G Suntoddng

$901A10G Suntoddng

610C

‘1€ AAGNADAA AAANd SUVAA dHL JOd

020c

SASNAJXA TVNOLLONNA 40 SINHIALVLS
VIFINNTOD 40 LOTYLSIAd HHL A0 ALAIDOS dIV TvDA'1

SHILIALLDY A0 SINHIWALV.LS
dHdd SISNAIXH TVLOL
SI0UO(] 0} S}JOUS J00II(] ‘SS9
SASNAJXH TV.LOL
sosuadxe weidoid 1oyl
IOUJO - SOXB],
Surddiys pue oSesog
suonjeorjqnd pue Sunurg
Jururer],
Sosuadxo SnodUR[[OISIA]
SJUAAQ [e10adg
suondirosqns pue san
doueInsuj
quoydoo],
SOOIAIOS [BUOISSAJOI]
SO9J PIed JIPAId PUB ueqg
sasuadxa pue sarjddns 201330
(G 9J0N)) uonezniowe pue uonerddrdoq
jouIUI pue AS0[0uyd9 |
saxe} [[o1ked
(8 910N) AouednooQ
syyoueq oakojdwyg
soLIe[es
(01 9I0N) S9OIAIAS pajeuoq



LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Changes in net assets
Adjustments to reconcile changes in net assets to
net cash provided by operating activities:
Depreciation and amortization
Net realized and unrealized gains on investments
Donated securities recorded as revenue
Donated furniture and equipment recorded as revenue
Change in operating assets and liabilities:
Increase in grants and contributions receivable
Decrease (increase) in interest receivable and prepaid expenses
Increase in accounts payable and accrued expenses
Decrease in deferred revenue
Increase (decrease) in deferred lease obligation

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sales of investments
Purchases of investments
Payments for purchases of property and equipment

NET CASH USED IN 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

CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL CASH FLOW INFORMATION:
Non-cash investing activity:
Asset acquisition through tenant improvement allowance

FOR THE YEARS ENDED
DECEMBER 31,
2020 2019
$ 1,286,490 $ 777,758
89,859 61,288
(349,525) (146,828)
(150,905) (219,599)
; (1,555)
(62,374) (522,945)
61,404 (6,236)
64,450 21,937
(60,500) (4,000)
125,606 247,983
$ 1,004,505 $  207.803
$ 412,804 $ 478341
(3,180,717) (660,942)
(91,447) (86,010)
$ (2,859,360) $  (268.611)
$ 1,159,700 $ -
$  (695155) $  (60,808)
1,758,665 1,819,473
$ 1,063,510 $ 1,758,665
$ - 0§ 157,623

The accompanying notes are an integral part of these financial statements.



Note 1.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Organization and Summary of Significant Accounting Policies

Organization - The Legal Aid Society of the District of Columbia (the “Organization”)
was founded in 1932 as a non-profit public interest law firm. The Organization provides
representation and other assistance to low-income individuals who are either District of
Columbia (the “District”) residents or have a civil legal problem in the District’s courts or
before a District administrative tribunal. The Organization’s staff and volunteers assist
clients with civil legal problems on a range of matters including domestic violence, custody,
child support, eviction, immigration, public housing, preservation of affordable housing,
health care, public benefits and consumer law.

Program Service - The Organization works to ensure that families, individuals and
communities living in poverty have equal and meaningful access to justice by providing
advice, brief assistance, representation and referrals. In addition to direct client services,
the Organization advocates for systemic change on matters that grow directly from
individual cases. The core priorities of the Organization include keeping people housed,
securing access to health care and public benefits, protecting limited assets and income,
protecting immigrants’ rights, securing safety from domestic violence and finding family
stability. The Organization also has a nationally-recognized appellate practice, the Barbara
McDowell Appellate Advocacy Project.

Basis of Accounting - The financial statements of the Organization have been prepared on
the accrual basis of accounting.

Basis of Presentation - The Organization is required to report information regarding its
financial position and activities according to two classes of net assets:

e  Without donor restrictions: Net assets without donor restrictions represent funds
which are fully available, at the discretion of management and the Board of
Directors, for the Organization to utilize in any of its program or supporting services.

o  With donor restrictions: Net assets with donor restrictions are comprised of funds
which are restricted by donors for a specific purpose, for a specific time period, or
in perpetuity.

Income Tax Status - The Organization is exempt from federal income taxes on its exempt
activities under Section 501(c)(3) of the Internal Revenue Code (IRC). Income from certain
activities not directly related to the Organization’s tax-exempt purpose are subject to
taxation as unrelated business income.



Note 1.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Organization and Summary of Significant Accounting Policies - (Continued)

Use of Estimates - The preparation of financial statements in conformity with U.S.
generally accepted accounting principles 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.

Cash and Cash Equivalents - For purposes of the statements of cash flows, the
Organization considers highly liquid debt instruments purchased with original maturities of
less than three months to be cash equivalents. Money market funds held with investment
brokers are considered cash equivalents.

Investments - Investments are measured at fair value at the statement of financial position
date. Investments include exchange-traded funds, common stocks and fixed income
securities held with investment brokers. Money market funds held with investment brokers
are reported as cash equivalents. Investment income is presented net of investment fees
and is comprised of interest, dividends, fees and realized and unrealized gains and losses
on investments and is reported in the statements of activities.

Grants and Contributions Receivable - Grants and contributions receivable represent
amounts pledged but not yet collected at year-end. These receivables, which are generally
uncollateralized, are stated at the amount management expects to collect from balances
outstanding at year-end. Based on its assessment of the payment history and current
relationships with contributors and grantors having outstanding balances management has
concluded that realization losses, if any, on balances outstanding at year-end would be
immaterial. Therefore, there was no allowance for doubtful accounts as of December 31,
2020 and 2019. Management expects the amounts to be received in full within the coming
year.

Property and Equipment - Property and equipment are stated at cost, if purchased, or fair
value on the date of donation, if contributed. Leasehold improvements are amortized on the
straight-line basis over the lease term. Depreciation is computed using the straight-line
method based on useful lives of three to five years. All purchases of equipment over $1,000
and with expected lives of greater than one year are capitalized. Maintenance and repairs
are expensed in the year incurred.

Revenue Recognition - In accordance with Financial Accounting Standards Board’s
Accounting Standards Update 2014-09, Revenue from Contracts with Customers (Topic
606), the Organization recognizes revenues from contracts with customers when control of
the promised goods or services is transferred to its customers in an amount that reflects the
consideration the Organization expects to be entitled to in exchange for those goods or
services.



Note 1.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Organization and Summary of Significant Accounting Policies - (Continued)

Revenue from contracts with customers is recognized when control of the promised goods
or services is transferred, in the amount that reflects the consideration the Organization
expects to be entitled to in exchange for those goods and services. Revenue from contracts
with customers is reported as event ticket revenue in the statements of activities. The
performance obligations are satisfied at a point in time when the event occurs. The event
scheduled for May 2020 was cancelled due to COVID-19. All revenue from the event was
considered earned in 2020 since the Organization was released from fulfilling the
performance obligation due to COVID-19 restrictions.

Amounts received in advance for future events is recorded as deferred revenue in the
statements of financial position.

Revenue from grants and contributions are recognized at the earlier of when the donor
makes a promise to give to the Organization that is, in substance, unconditional or when
they are received. Revenue from grants that are considered conditional contributions are
recorded in the statements of activities as grants and contributions when the conditions have
been met. Contributions are considered to be without donor restrictions unless specifically
restricted by the donor for time or purpose.

The Organization records contributions in the donor restricted net asset class if they are
received with donor stipulations as to their use and/or time. When a donor restriction
expires, net assets with donor restrictions are released and reclassified to net assets without
donor restrictions in the statements of activities.

Revenue from reimbursable grants that are considered to be conditional are recorded in the
statements of activities under reimbursable grants and are recognized as qualifying expenses
are incurred under the terms of the grant or agreements. Donor restricted conditional grants
which are recognized and used in the same reporting period, are reported as without donor
restrictions.

Donated Goods and Services - Donated non-cash assets are recorded at their estimated
fair market values in the period received. Donated services that create or enhance non-
financial assets or that require specialized skills, and would typically need to be purchased
if not provided by donation, are recorded as revenue and expense at their estimated fair
values in the period received. Such amounts are reflected as a part of donated services
revenue and program activities expenses in the accompanying statements of activities. In-
kind contributions, such as donated property and equipment, are included in the statements
of activities at their estimated fair value on the date of donation and either capitalized on
the statements of financial position, as it relates to equipment, or shown in the representative
functional expense account the contribution relates to.



Note 1.

Note 2.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Organization and Summary of Significant Accounting Policies - (Continued)

Functional Expense Allocation - The costs of providing various program and supporting
services have been summarized on a functional basis in the statements of activities and
presented in the statements of functional expenses by their natural categories. Expenses
directly attributable to specific functional areas are reported as expenses of those functional
areas. Salaries, benefits and payroll taxes are reported across program and supporting
services based on a time and effort basis. General operating costs not attributable to a
specific functional activity are reported as management and general expenses. Other costs
that benefit multiple functional areas have been allocated across program and other
supporting services based on a time and effort basis that is consistently applied. The
expenses that are allocated include occupancy, depreciation and amortization, technology
and internet, postage and shipping, telephone and office supplies and expenses.

Liquidity and Availability -The following represents the Organization’s financial assets at
December 31:

2020 2019
Financial assets at year-end:
Cash and cash equivalents $ 1,063,510 $ 1,758,665
Investments 6,773,723 3,505,381
Grants and contributions receivable 2,803,969 2,741,595
Interest receivable 4,857 4,857
Total financial assets $10,646,059 § 8,010,498
Less, amounts with restrictions:
Restricted by donors for purposes 2,840,852 2,251,245
Investments restricted by donors for
endowments in perpetuity 916,334 769,140
Financial assets available to meet general
expenditures over the next twelve months $ 6,888,873 $ 4,990,113

The Organization receives a majority of its funding from grants and private contributions.
As part of the Organization’s liquidity management, it has a policy to structure its financial
assets to be available as its general expenditures, liabilities, and other obligations become
due. In order to ensure that the Organization meets the obligations of all grant funding as
well as to meet the expectations of its funders and contributors, cash and cash equivalent
funds are allocated to four specific fund categories that are monitored by management:

10



LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 2. Liquidity and Availability - (Continued)

e Operating Fund, which is intended to cover the Organization’s anticipated
expenditures on a monthly basis;

e Pre-Paid Program Fund, which is used to manage any restricted grant or other donor-
designated funding to be spent on a specific program in the subsequent budget year
than when received;

e Operating Reserve Fund, which is intended to provide a reserve in the event of an
unanticipated decline in revenues or unanticipated increase in expenses; it is set by
formula as 25% of all budgeted unrestricted expenses and 12.5% of all budgeted
restricted expenses for the coming budget year; and

e Uncommitted Reserve Fund, which is the remaining balance of funds not allocated
into other funds and that can be designated for special projects or needs as warranted.

In addition, the Organization invests cash in excess of its immediate needs in short-term
investments.

Legal Aid also has an investment policy to provide for the regular and continuous
management of funds and invests funds not immediately needed to meet expenses in two
primary types of investment funds: short term cash and highly liquid short-term instruments
for current operating expenditures (Operating Fund) and longer-term instruments (the Pre-
Paid Program Fund, Operating Reserve Fund, and Uncommitted Reserve Fund).

Note 3. Investments - The aggregate fair values of investments as of December 31, 2020 and 2019
are summarized as follows:

2020 2019
Exchange-Traded Funds $ 5,339,465 $ 2,791,542
Fixed income securities 963,007 688,241
Common stocks 471,251 25,598

Totals $ 6,773,723 $ 3,505,381

11



Note 3.

Note 4.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Investments - (Continued)

The following summarizes investment income for the years ended December 31:

2020 2019
Interest and dividends $ 82,098 §$ 138259
Investment fees (3,873) (3,628)
Realized gains (losses) on investments 2,597 (32,949)
Unrealized gains on investments 346,928 181,336

$ 427,750 $ 283,018

Fair Value Measurements - Accounting principles generally accepted in the United States
of America establish a framework for measuring fair value. That framework 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 or liabilities (level 1 measurements) and the lowest priority to unobservable
inputs (level 3 measurements). The three levels of the fair value hierarchy are described
below:

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

Level 2: Inputs to the valuation methodology include:

Quoted prices for similar assets or liabilities in active markets;

Quoted prices for identical or similar assets or liabilities in inactive markets;
Inputs other than quoted prices that are observable for the asset or liability;

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

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

12



LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 4. Fair Value Measurements - (Continued)

Following is a description of the valuation methodologies used for investments measured at
fair value:

Money market funds and exchange-traded funds (no readily available market price) - These
funds are valued by the institutional fund management at the stated price of the fund which
generally approximates the original cost and the fair value of the underlying assets.

Common stock, fixed-income securities and certain exchange-traded funds - Securities
which are traded on a national securities exchange are valued at the closing price reported
on the last business day of the year.

The following table sets forth by level, within the fair value hierarchy, the Organization’s
assets at fair value as of December 31, 2020:

Level 1 Level 2 Level 3 Total

Money market funds $ - $ 215917 $ - $ 215,917
Fixed-income securities 963,007 - - 963,007
Exchange-traded funds 5,339,465 - - 5,339,465
Common stock 471,251 - - 471,251

Totals $6,773,723 § 215917 § - $6,989,640
Less: Amount included in cash (215,917)

Total investments $6,773,723

The following table sets forth by level, within the fair value hierarchy, the Organization’s
assets at fair value as of December 31, 2019:

Level 1 Level 2 Level 3 Total

Money market funds $ - $1,110434 $ - $1,110,434
Fixed-income securitics 688,241 - - 688,241
Exchange-traded funds 2,293,008 498,534 - 2,791,542
Common stock 25,598 - - 25,598

Totals $3,006,847 $1,608,968 $ - $4,615,815
Less: Amount included in cash (1,110,434)

Total investments $ 3,505,381

13



LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 5. Property and Equipment - Property and equipment consists of the following as of

December 31:
2020 2019
Leasehold improvements $ 443,857 $§ 443,857
Computer equipment 313,018 221,571
Office furniture and equipment 66,822 66,822
Website 11,289 11,289
Total property and equipment § 834,986 § 743,539
Less, accumulated depreciation and amortization 425,973 336,115
Net property and equipment $ 409,013 § 407,424

Depreciation and amortization expense for the years ended December 31, 2020 and 2019
was $89,859 and $61,288, respectively.

Note 6. Revenue Recognition
Disageregation of Revenue

The Organization’s event tickets revenue are local in nature and uncertainty of payment is
mitigated through advance payments prior to the event occurring.

The following shows the Organization’s revenue disaggregated according to the timing of
transfer of goods and services for the years ended December 31:

2020 2019
Recognized at a point in time $ - $ 115255
Recognized over time - -
Total $ - $ 115,255

Contract Balances
There were no contract assets or liabilities relating to event ticket sales at December 31,

2020.

Performance Obligations
Performance obligations for special events are satisfied at the point in time in which the
event occurs.

Significant Judgements
There are no other significant judgements pertaining to special events that are significant to
the financial statements.
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Note 7.

Note 8.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Paycheck Protection Program Loan - On May 8, 2020, the Organization (the
“Borrower”), received a loan (the “Loan”) from Truist Bank in the amount of $1,159,700
under the Paycheck Protection Program (“PPP”). The PPP, established as part of the
Coronavirus Aid Relief and Economic Security Act (“CARES Act”), provides for loans to
qualifying businesses for an amount up to 2.5 times of the average monthly payroll expenses
of the qualifying business. Under the terms of the PPP, the loan may be forgiven if the
proceeds are used for qualifying expenses as described in the CARES Act, while
maintaining payroll levels. Qualifying expenses include payroll, benefits, rent and utilities.

The Small Business Administration (SBA) granted Borrowers a deferral of loan payments
until ten months after the end of the loan forgiveness covered period or until the SBA
approved a full or partial loan forgiveness and notifies the lender. Any portion of the PPP
loan not forgiven will mature on May 8, 2022 and bears interest at a rate of 1% per annum.
The Organization intends to use the entire Loan amount for qualifying expenses. The Small
Business Administration (SBA) granted Borrowers a deferral of loan payments until ten
months after the end of the loan forgiveness covered period or until the SBA approved a
partial loan forgiveness and notified the lender. The Note may be prepaid by the Borrower
at any time prior to maturity with no prepayment penalties.

Future minimum payments under the Loan are as follows for the years ending December
31:

2021 § 834,192
2022 325,508
Total $ 1,159,700

Commitments - The Organization amended their office lease to acquire additional office
space under a lease term that expires in September 2027. The lease agreement includes
escalation clauses relating to increases in the consumer price index, real estate taxes and
operating costs, as well as clauses calling for the abatement of a portion of the rent
commitment and an allowance for leasehold improvements. This arrangement gives rise to
a deferred lease obligation which is being amortized over the term of the lease. The deferred
lease obligation as of December 31, 2020 and 2019 was $1,179,524 and $1,053,918,
respectively. The Organization has also entered into a five-year non-cancelable operating
lease for additional office space in Southeast D.C. that expires on November 30, 2025. Total
office rent expense for the years ended December 31, 2020 and 2019 was $743,959 and
$803,504, respectively.
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Note 8.

Note 9.

Note 10.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Commitments - (Continued)

During 2017, the Organization entered into a non-cancelable operating lease for copier that
expires in September 2022. Monthly rental payments on the copier is $651. During 2019,
the Organization entered into a three-year non-cancelable operating lease for the use of Sky
Data Vault software that expires in May 2023. Monthly rental payments on the software is
$800. Total operating lease expense for the years ended December 31, 2020 and 2019 was
$48,890 and $43,060, respectively.

Future minimum lease payments are as follows:

Years Ending

December 31, Office Leases Equipment Total
2021 $ 813,532  $ 17,408 § 830,940
2022 844,028 14,805 858,833
2023 873,452 4,000 877,452
2024 903,886 - 903,886
2025 933,065 - 933,065
Thereafter 1,689,261 - 1,689,261
Total $ 6,057,224 § 36,213 § 6,093,437

The Organization has entered into an agreement with a hotel relating to the annual Legal
Aid Society Servant of Justice Dinner. This agreement obligates the Organization to spend
certain minimums on food and beverages.

Retirement Plan - The Organization maintains a contributory 401(k) retirement plan (the
“Plan”) for employees meeting certain eligibility requirements, as outlined in the Plan.
Participants are eligible to make voluntary contributions to the Plan upon their initial day
of employment. The Organization provides for a discretionary match based on each
participant’s compensation. The Organization’s contribution to the Plan for the years ended
December 31, 2020 and 2019 was $143,855 and $112,963, respectively.

Donated Goods and Services - For the years ended December 31, 2020 and 2019, the
Organization received $20,919,025 and $28,881,923, respectively, of donated services that
consisted of legal and consulting services to support its program services. Donated services
are recorded at the amount reported by the contributing organization and are typically based
on that organization’s standard hourly billing rates. The Organization also received donated
furniture and equipment valued at $1,555 for the year ended December 31, 2019. Donated
furniture and equipment are reported as in-kind contributions on the statements of activities.
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LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 11. Net Assets with Donor Restrictions - Net assets with donor restrictions were for the
following purposes as of December 31:

2020 2019
Subject to expenditure for specific purpose:
Civil Legal Counsel Projects $ 1,100,000 $ 1,095,000
Amazon Foreclosure Prevention 500,000 -
Neighborhood Access Project 385,000 385,000
Housing Justice Advocacy 165,000 161,000
Child Support Court-Based Legal Services 155,000 155,000
Domestic Violence Victims Project 130,000 125,000
Immigration Rights Legal Services Project 100,000 74,718
Consumer Law 70,000 70,000
Foreclosure Prevention Project 70,000 68,000
Sidley Austin Fellow 51,262 58,521
Skadden Fellow 36,318 10,173
Yale Fellowship 28,034 -
McDowell Endowment 27,263 26,128
Appellate Advocacy Project 20,000 20,000
Klepper Endowment 2,975 2,705
Total $ 2,840,852 § 2,251,245
In perpetuity for endowments:
McDowell Endowment $ 565,737 $ 530,575
Making Justice Real 288,019 181,109
Klepper Endowment 56,516 51,394
Da Costa V. Mason 6,062 6,062
Total § 916,334 § 769,140
Total net assets with donor restrictions $ 3,757,186 $ 3,020,385
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LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 12. Endowments - The Organization’s endowments consist of three donor-restricted individual
funds established for a variety of purposes. As required by generally accepted accounting
principles, net assets associated with endowment funds, including funds designated by the
Board of Directors to function as endowments, are classified and reported based on the
existence or absence of donor-imposed restrictions. The Organization follows the State
Prudent Management of Institutional Funds Act (SPMIFA) and thus, classifies amounts in
its donor-restricted endowment funds as net assets with donor restrictions until the Board
of Directors appropriates such amounts for expenditure and any other purpose restrictions
have been met. The Board of Directors of the Organization has interpreted SPMIFA as not
requiring the maintenance of purchasing power of the original gift amount contributed to an
endowment fund, unless a donor stipulates the contrary. As a result of this interpretation,
when reviewing its donor-restricted endowment funds, the Organization considers a fund to
be underwater when the fair value of the fund is less than the sum of (a) the original value
of initial and subsequent gift amounts donated to the fund and (b) any accumulations to the
fund that are required to be maintained in perpetuity in accordance with the direction of the
applicable donor gift instrument. The Organization has interpreted SPMIFA to permit
spending from underwater funds in accordance with the prudent measures required under
the law. Additionally, in accordance with SPMIFA, the Organization considers the
following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds: (1) the duration and preservation of the fund; (2) the purposes of the
organization and the donor-restricted endowment fund; (3) general economic conditions;
(4) the possible effect of inflation and deflation; (5) the expected total return from income
and the appreciation of investments; (6) other resources of the organization; and (7) the
investment policies of the organization.

Investment Return Objectives and Spending Policies: The Organization’s Board of
Directors has adopted investment policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment funds while also
maintaining the purchasing power of those endowment assets over the long-term. The
Organization complies with all donor agreements with respect to the distribution of income
and principal of endowment funds which are based on investment earnings and a percentage
of endowment assets.

Endowment net assets as of December 31, 2020 are as follows:

With Donor Total
With Donor  Restrictions  Endowment

Restrictions ~ In perpetuity _Net Assets
Donor-restricted endowment funds $ 30,238 $§ 916,334 $§ 946,572
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LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Note 12. Endowments - (Continued)
Changes in endowment net assets for the year ended December 31, 2020 are as follows:

With Donor Total
With Donor  Restrictions  Endowment
Restrictions ~ Inperpetuity Net Assets

Endowment net assets, beginning of year $ 28,833 $§ 769,140 $ 797,973
Contributions - 98,367 98,367
Investment income - 79,065 79,065
Endowment funds disbursed (28,833) - (28,833)
Appropriated for expenditure 30,238 (30,238) -
Endowment net assets, end of year $ 30,238 $§ 916,334 § 946,572

Endowment net assets as of December 31, 2019 are as follows:

With Donor Total
With Donor  Restrictions  Endowment

Restrictions  In perpetuity _Net Assets
Donor-restricted endowment funds $ 28,833 $§ 769,140 $ 797,973

Changes in endowment net assets for the year ended December 31, 2019 are as follows:

With Donor Total
With Donor  Restrictions  Endowment
Restrictions  Inperpetuity  Net Assets

Endowment net assets, beginning of year $ 26,877 $ 519,058 $ 545935
Contributions - 190,609 190,609
Investment income - 88,306 88,3006
Endowment funds disbursed (26,877) - (26,877)
Appropriated for expenditure 28,833 (28,833) -
Endowment net assets, end of year $ 28,833 § 769,140 $ 797,973
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Note 13.

Note 14.

Note 15.

LEGAL AID SOCIETY OF THE DISTRICT OF COLUMBIA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

Concentration of Credit Risk - Financial instruments which potentially subject the
Organization to concentrations of credit risk include cash deposits with investment
advisors, as well as deposits with financial institutions which, at times during the year,
may exceed the limit of insurance coverage by the Federal Deposit Insurance Corporation
(FDIC). The Organization attempts to minimize this risk by maintaining deposits at
institutions it assesses as high quality. At December 31, 2020, the Organization’s
uninsured cash balances total $719,559.

Reclassifications - Certain amounts reported in the prior year financial statements have
been reclassified to conform to the current year presentation.

Subsequent Events - In preparation of these financial statements, the Organization has
evaluated events and transactions for potential recognition or disclosure through May 5,
2021, which is the date the financial statements were available to be issued.
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