
 

   
 

Liberty Justice Center 
 

Financial Report 
 

December 31, 2018 



 

   
 

Liberty Justice Center 
 

Contents 
December 31, 2018 

 
 
 

 Page 
  
Independent Auditor’s Report 1 - 2 
  
Financial Statements   
  
     Statement of Financial Position  3 
  
     Statement of Activities 4 
  
     Statement of Functional Expenses 5 
  
     Statement of Cash Flows 6 
  
     Notes to the Financial Statements 7 - 10 
  
  
  
  
  
  
  
  
  
  

 
 
 

 
 
 
 



 

  
1622 W. Colonial Parkway • Suite 101 • Inverness, IL 60067-4795 

Phone: (847) 453-3950 • Fax: (847) 453-3945 • www.willowcpa.com 
 

 1 
 

. 

Independent Auditor’s Report 

 
. 
To the Board of Directors of  
Liberty Justice Center  
Chicago, Illinois 

We have audited the accompanying financial statements of Liberty Justice Center (a nonprofit organization), 
which comprise the statement of position as of December 31, 2018, and the related statements of activities, 
functional expenses and cash flows for the year 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. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit 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 auditor’s 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 auditor considers 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. 

 

http://www.willowcpa.com/


 

  
1622 W. Colonial Parkway • Suite 101 • Inverness, IL 60067-4795 

Phone: (847) 453-3950 • Fax: (847) 453-3945 • www.willowcpa.com 
 

 2 
 

 

Independent Auditor’s Report (Continued) 

 

 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Liberty Justice Center as of December 31, 2018, and the changes in its net assets and its cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United States. 
 

 
 
Inverness, Illinois 
October 10, 2019 

http://www.willowcpa.com/
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Assets

Current assets
Cash 959,820 $        
Prepaid expenses 1,650

961,470

Property and equipment
Website 38,849
Less:  Accumulated amortization (25,900)

12,949 

974,419 $        

Liabilities and Net Assets

Current liabilities
Accounts payable 11,467 $          
Accrued expenses 27,926

39,393

Net assets
Net assets without donor restrictions 914,754
Net assets with donor restrictions 20,272 

935,026 

974,419 $         
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Without Donor With Donor
Restrictions Restrictions Total

Operating Activities:
Support and revenue

Contributions 2,224,659 $     20,272 $    2,244,931 $  
Interest income 353 — 353

2,225,012 20,272 2,245,284

Net assets released from restrictions 43,386 (43,386) — 

2,268,398 (23,114) 2,245,284

Expenses
Program services 1,174,927 — 1,174,927 
General and administrative 44,610 — 44,610 
Fundraising 194,536 — 194,536 

1,414,073 — 1,414,073 

Change in net assets from operations 854,325 (23,114) 831,211

Net assets

Net assets, beginning 60,429 43,386 103,815 

Net assets, ending 914,754 $        20,272 $    935,026 $     
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Program General and
Services Administrative Fundraising Total

Accounting and audit — $               9,285 $             — $                9,285$         
Amortization — 12,950 — 12,950 
Computer and software 1,597 — — 1,597 
Conference registration 3,440 — — 3,440 

Consulting 31,528 — 28,728 60,256 
Court fees and case costs, net of reimbursements (9,109) — — (9,109)
Employee benefits 44,758 622 4,258 49,638 
Grants 150,000 — — 150,000 

Insurance 5,059 — — 5,059 
Labor expense 729,375 17,165 67,216 813,756 
Marketing and communications 114,214 — 72,442 186,656 
Office supplies and postage 99 633 1,655 2,387 

Other administrative expenses 1,532 1,394 1,265 4,191 
Payroll taxes 47,491 842 4,392 52,725 
Printing 5,761 150 6,922 12,833 
Professional dues 770 — — 770 

Research 8,274 — — 8,274 
Subscriptions — 1,479 660 2,139 
Travel 40,138 — 6,975 47,113 
Utilities — 90 23 113 

1,174,927$  44,610$         194,536$      1,414,073$  
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Cash flows from operating activities:
Change in net assets 831,211 $      
Adjustments to reconcile change in net assets

to net cash provided by operating activities
Amortization 12,950
Changes in:

Prepaid expenses 109
Accounts payable (8,128)
Accrued expenses (1,631)

Net cash provided by operating activities 834,511

Increase in cash 834,511

Cash
Beginning of year 125,309

End of year 959,820 $      
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Note 1.  Summary of Significant Accounting Policies 

Nature of Activities – Liberty Justice Center (Organization), which began operating in October 2010 
and was separately incorporated in October 2011, is a nonprofit corporation organized under the laws 
of the State of Illinois. The Organization is a nonprofit, nonpartisan, public interest litigation center that 
fights to protect economic liberty, private property rights, free speech, and other fundamental rights in 
Illinois and beyond. First and foremost, the Organization seeks to ensure that the rights to earn a living 
and to start a business, which are essential to a free and prosperous society, are available not just to a 
politically privileged few, but to all. The Organization pursues its goals through strategic, precedent-
setting litigation to revitalize constitutional restraints on government power and protections for individual 
rights. Revenues are derived entirely from contributions. 

Basis of Accounting – The accompanying financial statements have been prepared on the accrual 
basis of accounting, which recognizes revenue when earned and expenses when incurred. Accordingly 
the financial statements reflect all significant receivables, payables, and other liabilities. 

Financial Statement Presentation – The Organization is required to report information regarding its 
financial position and activities according to the following net asset classifications: 

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

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

Measure of Operations – The statement of activities reports all changes in net assets, including 
changes in net assets from operating and nonoperating activities. Operating activities consist of those 
items attributable to the Organization’s ongoing activities. Nonoperating activities are limited to 
resources that generate return from investments and other activities considered to be of a more 
unusual or nonrecurring nature. The Organization currently has no nonoperating activities. 

Property and Equipment – All acquisitions of property and equipment in excess of $2,500 and all 
expenditures for repairs, maintenance, renewals, and betterments that materially prolong the useful 
lives of assets are capitalized. Property and equipment are carried at cost or, if donated, at the 
approximate fair value at the date of donation. Amortization is computed using the straight-line method 
over the estimated useful life of three years. Amortization expense was $12,950 for the year ended 
December 31, 2018. 
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Note 1.  Summary of Significant Accounting Policies (Continued) 

Contributions – Contributions received are recorded as net assets without donor restrictions or net 
assets with donor restrictions, depending on the existence and/or nature of any donor imposed 
restrictions. Contributions that are restricted by the donor are reported as an increase in net assets 
without donor restrictions if the restriction expires in the reporting period in which the contribution is 
recognized. All other donor restricted contributions are reported as an increase in net assets with donor 
restrictions, depending on the nature of the restriction. When a restriction expires, (that is when a 
stipulated item restriction ends or purpose restriction is accomplished), net assets with donor 
restrictions are reclassified to net assets without donor restrictions and reported in the statement of 
activities as net assets released from restrictions. 

Donated Services – Donated services are recognized as contributions if the services (a) create or 
enhance nonfinancial assets or (b) require specialized skills, are performed by people with those skills, 
and would otherwise be purchased by the Organization. In addition, many individuals volunteer their 
time and perform a variety of tasks that assist the Organization, such as participating on the Board of 
Directors or other committees that are not recognized as contributions in the financial statements since 
the recognition criteria were not met. 

Functional Allocation of Expenses – The costs of providing program and other activities have been 
summarized on a functional basis in the statements of functional expenses. Accordingly, certain costs 
have been allocated among various program services and supporting services benefited. Such 
allocations are determined by management on an equitable basis. The financial statements report 
certain categories of expenses that are attributable to more than one program or supporting function. 
Therefore, these expenses require allocation on a reasonable basis that is consistently applied.  

The expenses that are allocated include the following: 

Expense

Salaries and benefits Time and effort
Marketing Time and effort
Travel Time and effort

Method of Allocation

 

Income Tax Status – The Organization is exempt from federal income taxes under Section 501(c)(3) 
of the Internal Revenue Code and applicable state law, except on net income derived from unrelated 
business activities, if any. In addition, the Organization qualifies for the charitable contribution deduction 
under Section 170(b)(1)(A) and has been classified as an organization other than a private foundation 
under Section 509(a)(2). The Organization believes it has appropriate support for any tax positions 
taken, and as such, does not have any uncertain tax positions that are material to the financial 
statements. The Organization’s federal and Illinois exempt organization tax returns are subject to 
examination by the Internal Revenue Service and state authorities, generally for three years after they 
were filed. 

Use of Estimates – In preparing financial statements in conformity with U.S. generally accepted 
accounting principles, management makes estimates and assumptions that affect the reported amounts 
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements, as well as the reported amounts of revenue and expenses during the reporting period. 
Actual results could differ from those estimates.  
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Note 1.  Summary of Significant Accounting Policies (Continued) 

Adoption of Accounting Policy – On August 18, 2016, the Financial Accounting Standards Board 
issued ASU 2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial Statements of Not-
for-Profit Entities. This update addresses the complexity and understandability of net asset 
classification, deficiencies in information about liquidity and availability of resources, and the lack of 
consistency in the type of information provided about expenses and investment return. The 
Organization has implemented ASU 2016-14 and has adjusted the presentation in these financial 
statements accordingly.  

Subsequent Events – The Organization has evaluated subsequent events for potential recognition or 
disclosure through October 10, 2019, the date the financial statements were available to be issued. 

Note 2.  Availability and Liquidity 

The following represents the Organization’s financial assets at December 31, 2018: 

Financial assets at year end:
Cash 959,820 $     

Total financial assets 959,820

Less amounts not available to be used within one year: — 

Financial assets available to meet general expenditures
over the next twelve months 959,820 $     

 

The Organization’s goal is generally to maintain financial assets to meet 90 days of operating expenses 
(approximately $350,000) and budgets a cash surplus of 10% of revenue to build long term reserves. 
The Organization maintains savings and brokerage accounts to invest excess funds in highly liquid 
interest-generating accounts. The Organization has no formal borrowing facilities available to it and has 
no material assets other than contributions receivable that can be leveraged in a short-term liquidity 
event. 

Note 3.  Concentrations 

Cash – The Organization maintains its cash balances at one financial institution in Illinois. The 
balances are insured up to the appropriate Federal Deposit Insurance Corporation limits. At times, the 
balances in the account may exceed the insured limits. Management believes the Organization is not 
exposed to any significant credit risk. 

Contributions – During 2018, three donors contributed $1,601,900 ($1,050,900, $300,000 and 
$251,000), or 71% of the total contributions to the Organization. 
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Note 4.  Net Assets With Donor Restrictions 

Net assets with donor restrictions (consisting of cash) of $20,272 as of December 31, 2018 are 
available for workplace freedom efforts. 

Note 5.  Employee Benefit Plan 

The Organization maintains a tax-deferred Simple IRA Plan (Plan) which covers all employees. The 
Plan receives discretionary employee and employer contributions, as more fully described in the plan 
document. The employer contribution to the plan was $13,706 for the year ended December 31, 2018. 

Note 6.  Related Party Transactions 

During 2018, Pat Hughes, a member of the Board of Directors, also served as President of the 
Organization and received $160,000 in compensation. 

The Organization has an agreement with Government Accountability Alliance (GAA) for employee 
services. The chairman of GAA is also the chairman of the Organization. The Organization reimburses 
the actual cost of the salaries and related employee benefits paid by GAA. For the year ended 
December 31, 2018, the amount reimbursed was approximately $916,000. 

Note 7.  Subsequent Event 

GAA (see Note 6) terminated all employees as of December 31, 2018 and all employees were hired by 
Bearing Tree, Incorporated in a co-employment relationship. Bearing Tree, Incorporated is a wholly-
owned subsidiary of GAA.  

 




