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Independent Auditor’s ort

To the Board of Directors
Christian Legal Society
Annandale, Virginia

We have audited the accompanying statements of financial position of Christian Legal
Society (an Ilinois nonprofit corporation) as of December 31, 1999 and 1998, and the
related statements of activities and cash flows for the vears then ended. These financial
statements are the responsibility of the Society’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
gxamining, on a test basis. evidence supporting the amounts and disclosures in the financial
statements.  An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Christian Legal Society as of December 31, 1999 and
1998, and the changes in its net assets and its cash flows for the vears then ended. in
conformuty with generally accepted accounting principles.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statemenis taken as a whole, The schedule of functional expenses is presented for purposes
of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audits of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

February 2, 2000




STATEMENTS OF FIMANCTIAT POSTITION

DE

CORRENT ASSETS
Tash snd zash eguiwvalents
Fledges regeivabls, n=t
Arcounts receiveble

1958 andg-31

Prepaid expenses and other current assets

PROPERTY ANE EQUIPMENT, net

DTH=H ABSSETE

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts paysble and acerued expanses

Recrued wvacation payable
Deferred revenus
Current portion of leass obligation

LONG-TERM OBLIGATIONS, net of current portion

Chligatian under capital lease

Tetal lisbilities

COMMITMENTS AND CONTINGENCIES

HNET ASSETES
Onrestricted
Temporarily restricted

(ses notes & and 3)

£ AR8,777

§ 135,808

281,638 33,772
16,484 4,493
15,4435 g,.170

BO&,3232 182,189

143,722 50,12

11, B4E 10 a
§_ 660,902 5 242,985
5 24,974 5 3,128
32,5%3 20,916
207,443 159,041
£,5599 5,620
271,484 228,705
1,619 5,357
273 ,0BR 236,362
(51,084 (160,182}
438,898 166,205
1g7, 814 8, 023
§_ AAD.902 5..242,585

See accompanying notes to finsncilial sratements
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1999

Temporarily
Support and revenue: Unrestricted Restricted Total
Contributions $640,034 - $640,034
Grants $179,222 $564,228 $743,450
Membership dues $321,498 - $321,498
Conference registration $175,008 - $175,008
Other $132,649 - $132,649
Net Assets released from restriction $291,535 ($291,535) -
Total support and revenue $1,739,946 $272,693 $2,012,639
Gain on forgiveness of debt and interest
(see note 6) - - -
Total support, revenue and gains $1,739,946 $272,693 $2,012,639
Expenses and losses:
Program services:
Membership ministries $422,593 - $422,593
Public ministries $49,352 - $49,352
Conferences $249,136 - $249,136
Center for Law and Religious Freedom (CLRF) $455,176 - $455,176
Law Student Ministries (LSM) $229,105 - $229,105
Supporting activities:
Administration $118,964 - $118,964
Development $106,522 - $106,522
Total expenses $1,630,848 $0 $1,630,848
Increase (decrease) in net assets $109,098 $272,693 $381,791
NET ASSETS, bedinning of year ($160,182) $166,205 $6,023
NET ASSETS, end of year ($51,084) $438,898 $387.814

***See accompanying notes to consolidated financial statements.



1998

Temporarily
Unrestricted Restricted Total
$519,106 - $519,106
$194,709 $136,234 $330,943
$435,079 - $435,079
$120,961 - $120,961
$117,041 - $117,041
$37,967 ($37,967) -
$1,424,863 $98,267 $1,523,130
$12,500 - $12,500
$1,437,363 $98.267 $1,535,630
$292,603 - $292,603
$56,621 - $56,621
$169,137 - $169,137
$347,913 - $347,913
$220,523 - $220,523
$141,173 - $141,173
$157,466 - $157,466
$1,385,436 $0 $1,385,436
$51,927 $98,267 $150,194
($212,109) $67,938 ($144,171)

($160,182) $166,205 $6.023



CHRISTIAN LEGAL SOCIETY

3 TATE OF CASH SLOWS
YEARS ENDED DECEMEBSE 35, 1590 AND 1358

CAEH FLOWE FROM CPERATING ACTIVITIES
Changs in net assets
Adjustmsnts to reconcile chanpge in net sgssts o

net cash provided by operating activities:
Cepraciation

Pargiveness of dabt
Logs on dispogition

Decrease
Tecrease
Decreage
Deoreaas
Itcrease

(increasa)
lincrease)
lincraaae)
[increaas)
{decrsase]

principal

af
in
in
in
in
in

and acorued expsanzeg
indrease (dacreasze)

Nc¢reage

[dedreasa)

in
in

M=t cash provided by

fixed asaets

pledges receivable
dccounts receivable
other current asgecs
other asgats
dccounts payable

vacation payable
defarrad revenues

operating actiwvities

CASH FLOWS FROM TINVESTING ACTIVITIES
cquigition of property and eguipment

CASH FLOWS FROM FINANCING ROTIVITIES
Brincipal payments on obligatlon
under capital lease

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALEKRTS, Beginning of wyear

CASH AND CASH EQUIVALENTS, End of year

Supplemsnts] Nisclosure o

Cash Flow Information
Cash paid during the yvear for interest

1939 1438
8 381,7%3 § 150,182
3G T 15,108
- (12, 5¢00)

- 1,813
(247, 454) (19,322)
(12,.062) (2,005)
(10, 275) 2,227
il,158) i0&
(18,254 (67,327)
11, E37 20,916
48,403 (5@, B35
183, 541 32,183
(122 .310) (24 837
{5,65%] 15, 271
52,4972 2,378
135,305 133,430

% 188,777 §__135,805
5 gag 5 1,392




CHRISTIAN LEGAT, SOCTIETY

NOTES T F1 LAl STh ENTS
OEC H 29 AND 1998

1, Drganizaticn

Inspired by Jesus‘ admonitdion te the lawysrs and judges of His day to "do
justice with the loves of God, never Tforgetbiing the welightier macters of the law:
justice, mercy and faithfulneses, Christian Legal Society ("CLS" or the
tgnediatyt} iz a national non-profit, religious, membersiip asgociation of
lawyers, judges, law professors, law students and asscciated frisnds of the
Socisty. All officers, directors, employess, attorney, law student and
agpocizts mambers of CLE, as a condition of their employment and/or membership
in €L5, ackaowledge in writing their acceptance of, and agreement with the
following Statement of Faiths

Trusting in Jesus Christ as my Savior, I believe in:
1, Ume God, eternally existent in Chree persona, Father, Son and Holy
Spixrit.
7. God the Father Almighty. Maker of heawven angd earth,
1. The Dsity of our Lord Jesus Christ, God's Only Sen, ¢conceived of the Hoely
Spirit, born of the Virgin Mary; His vicarious death fer our sins through
which we Teceive eternal life; His bodily resurrection and perscnal

refurn.
4. The presence and power of the Hely Spirit in the work of regaeneration.
5

The Bible as the inspired Word of God.

e was founded in 1951 to bring tegether lawyers, law students and otheras Eo
pursue the following cornorate ckbjectives which, as amanded, remain CLS'Y zore
purpeses- today:

® "Tp proclaim Jesus as Lord through all that we do in the field of law and
ether disciplines."

® "To provide a means of society, fellewship and nurture ameng Christian
Iawypers. "

® "To ancourage Chrigtian lawyers to view law as miniscry.”

® “To clarify and premots ths concept of the Christian lawyer and 'to help
Christian lawyers integrate their faith with their profesgicnal lives."

# "To mobilize, at the paticmal and local levels, the ressurces readed to
promote justice, religicus liberty, the sanctity of buman 1iFfe and biklical
conflicc reconciliation.

® "To encourage, disciple and aid Christian students in preparing for the
legal prefession.”

® "To provide a forum for the discussion of problems relating to Christianity
and the 1law.”

® "To cocperate with bar associations and other organizations In agserting
arpd maintzining high standards of legal ethics.!

& "To encourage lawysrs to furnish legal services to the poor and needy, and
grant special consideration te the legal needs of churches and other
charicable crganizations."

CL8 conducts its operations through four minlstries: The Law Student Ministries
(campus ministry|; the Center for Law & Religious Freedom (public sducacion and
legal adwvocacy); Public Ministries (legal aid, biblical reconciliaticn, and
laga]l referral); and Membership Ministries (pastoral care apd support of our
members through various publications, member benefits and voluntary services) .




CHRISTIAN LEGAL SOCTIETY

NOTES T0O FINANCIAT STATEMENTS
PECEMBER 31, 1955 AND 1938

., Organizaticn (comtipyed])

Through CLS' Membership and Law Student Ministries, cperating through CLS® 20
actorney and 1685 law student chapters, CLE encouragss the maltntsoance of an
aocountabls persenal and professional lifestyle by each of its members that is
characterized by humbly seeing oneself truly as Ged sees us, loving God
completely and cothers compasslonataly,

rdditionally, through CLS* Public Ministries and its Center for Law and
Religicus Freedom, CLS provides three paticnal and local avenues through which
tts natienal scaff attorneys and its members may seek bto advecate justics,
biblical reconciliation, the sanctity of human 1lifse, and religious libexrty.
First, CLS recruits and trains lawyers how to provide Christian legal services
to the truly needy. Sscond, CLS trains and encourages its members to model the
biblical principles Christ modeied: truth, justice, sacredness of lifs, Ifreadom
of conscisnce, and biblical #onfliect reconciliation through parsonal confassion
and forgiveness of wrongs. Third, CLS' staff attorneys, dirsctly and through
assisting the wvoluntesr sarvices of CLS members, provide legal services in the
defanse of the sanctity of human life and religious liberty.

0ts believes that voluntary, accountable fellowship in Christ most consistently
mobiliZzes our mors than 3500 CLS members to ethically practice law, beastC ssrve
thelr clients, locally wolunteer his or her services to help the peoor, mentor &
student, promote the biblical reconciliation of conflist, protaor tha sanctity
sf innoeent Human life, or defend & '"neighbor" persecuted or discriminated
against for the exercise of their free religious conscisnce.

2 Summary of Significant Acgounting Policies
Use of Estimates - The preparation of financial statements in conformity with

generally accepted accounting principles requires management te make eatimates
and assumptions that affact the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilicies at the date of the financial
statemernts and the reportsd amounts of ravenues and axpenses during the
ragorting period. Acktual results could differ from those sstimates.

Cash and Cash Eguivalants - The Society considers monsy market fundes and all
other highly liguid investment instruments purchased with an original maturity
of three months or less to be cash eguivalents.

Concsntrations of Credit Risk - The Bocisty eccasionally maintains deposits in
exoess of federally insured limlts. Statement of Financlal Accounting Standards

Ne. 105 idepntifies chesze items ae a concentration of eredit risk reguiring
disclosure, regardless of the degree of risk. The risk ls managed by
maintaining all depesite in high guality financial institutiens.

Credic risk with respect to pledges recelvable is concentrated in one single
donor who comprisss approximately 83% of the December 31, 1%3% balance.
Management considers this balance to be fully collectible.

Broperty and Buimment - Purchased proparty and eguipment are recorded at ceosty
donated sguipment iz recorded at falr value and reported as unrsstricted support
unless donor-impossd restrictions exist. Depreciatien i= provided over the
patimated useful lives of the related asssete on & straight-line basis. Ths
gatimated useful lives range from three to seven years.

Expenditutres for major renswals and betterments that extend the ussful lives of
the property and eguipment are capitalized. Expenditures for maintenznoes and
repairs ar= charged to expsnse as incurred.



CHREIBTIAN LEGAT. SCCIETY

NCTES TO FINLBNCTAT, STATEMENTS
BECEMBER 31, 1053 AND 1398

2. Summazy of Significant Accounting Folicies (continued)

fevenue Decogniticn - Restricted grants and contriburisps received are raoprded
a8 temporsrily restricted or permansntly restricted revenue depending oo ths
existence and nature of donor restrictions. Restricted grants and contributions
whoge ragtrictions are met in the sams year as raceived are raparted as
unr=strictad support.

Conditional grants are deferred if the Scciety feels the condition may not ba
gatigfisd. When the Society daterminss that there is a ressonable likelilhood
the condition will be gatisfied, the grant is recognizsd as temporarily
regtricted gupport.

Contributions of serwices are recognlz=d in the financizl statemencs Lf the
servicss enhance or creats noafinancial asssts or reguire specialized skills,
are provided by individuals posaessing those skills; and would typically need o
ke ourchased if net provided by donation.

Membership duss and conference fees recelved in advance are defeyred and
recognized s r=venue over the periocd to which they relate and when the avents
tak= place, respeEctively.

Incoms Taxes - The Socisty ig generally exempt from federsl income tax undsrc
zaection 501 (=) {3) of the Internal Revanue Code.

3. Slalet - vable

Az of December 31, 1899, donors to the Scclety have made written pledges ta give
totalling $288,078, on which management has sstablished a 56,450 reserva for
uncallectible pledges. Pledges are scheduled to be collected as follows:

Receivable in less than one year 5 138,078
Repeivable "in one te five years o, Bac

ZBH. 0TS
lese: Raserve for uncellectible pledges (5, 4500

g 281,626

4. Broperty and Egulpment

bropacty and sguipment dg of December 31, 133% and 19989 consists of the
following:

1559 1338
Furniture § 17,651 g 17,5851
Leasehold improvements 5,293 -
Website 113,044 -
Bquipment apd computers 75,085 69,122
(ineluding capitaliged leases)

Lezs: coumulated depreciation and amortization ({7, 36L) (36, 647)

£ 143,722 § 50,125

In 1599 the Socisty received contributed services of $BS5,699 toward the
development of ths CLS Wsbaite.

In 1998 the Socisty wrots off retired and substantislly depreciated assets,
reducing fixed assets and accumulated depraciaticon by approximately 818, 280.




= Pmpnzlen Flan

The Society maintaing a tax dsferred sanuity pension plan, gqualified under
gecticn 403 (k) of ths Internal Revenue Code, for eligible employess wikth ac
lesst two years of full-tims sarvice, working at leagt 1,000 hours per y=ar.
The HBociety contributes 5% of the annial salary of sach partizipant. For 193§
and 1998, the recirement benefite expense aporoximatsa $E0,700 and 513,500,
ragpectively.

. Long-Term Ohligations

E=lated Parties - The Soclety had motszs payable ro directors and ksy employzes,
bearing annual interest at 3.0%, payable quarterly. The remaining principal of
512,500 was forgiven in 1938,

Obligations Under Capital Lease - The Society lsases telephone equipment
totalling approximately $27,000 pursuant to a capital lease agreement. The
squipment is being amortized over &0 menths, with accumulated amartization of
£15,450 and $14,022 as of December 31, 1999 and 1998, respectively. The leage
requirss menthly paymenta of 5547 through 2pril 2001, with an impilicitc annusl
lzase rare of 8.6%. Upon expiration, the Society can acquire the equipment at
fair market value to be determined at that time. Future minimum annual lease
payments under this agrsement as of December 31, 1883 are as follows (including
534 of implicit interest):

2400 5 &;554
2001 2,188
Toral minimam lease payments 5 _B,753
g Tamporarily Restrict Nat Assets

Temporarily rastricted net assets are available for the fellewing purposes:

Membarship Minisktrie= 5 151,251
Center for Law and Religiotis Fresdom 150,000
National Legal Resource Uentsr 54,755
tublie Ministries 28,555
zuhlie Ministriss Matching Gifts 21,444
Bible Study Translation b e K i
Information Systems/Webpage Upgrades 6,825
Moody Radio Featurs 5,775
Law 'Student Ministry Scholarships b, BOO
LSM Office Buildocut 3,306
Miszallanseous Programs EBD

g 438,898

8. FPuncticonal Distribution of Expenses

The costs of providing the various programs and other actlylties have been
summarized on & Functionai basis in the statements of activities. Accordingly,
mertain costs have been allocated among the programs and supporting s2rvices
bapnefitted, (S=e supplemental schedule at page 10.)




3. Comed tments

Oparating Leases - The Socisty leages office space with the initial cerm
axpiring 2005. Lease payments ars §5,150 per month with the eptlon te renew the
tease for ooe five-year paricd. Af inerease of 3% in the Lase reat wilill be
afferrive in ths ssventh yvear of th2 leass, Fuiure annusl noncancellabls leass
payments on the lease are =z foliows:

¥erare Ending Decamber 31,

2049 5 &1, 800
2001 FL1,B00
2002 E1,EE4
2003 63,654
2004 63,654
Thersafter ML L3

§ 362,303

REnt expense Tor 1999 and 1958, excluding passed-through pperating coste and net
of sub-lease rental ingome of §25,300 and 521,100, respectlvaly, tetalled
approximacely §35,150 and 538,900, The sSub-lease ended Juns 1337 and the tsnant
has- réemained on a month-to-month basis.

Gutsourcing - 'The Bocisty outsources sll of the administrative duties related to
databape ‘mansgement, accounting, and fundralising.

Caging, database management and inventery services are provided by Jefferson
pirect under a three year agreement expiring in 2000. Minimum monthly payments
upder this agreement are $2,000, exclusive of postage and materials. Payménts
in 19%% and 1%%8 totalled approximately £1928,000 and 5162,000, regpectively. In
addition, Jefferson Diresct may undsrtake membership campaigne at its own
expense, A= compsnsation for these campaigns, Jefferson Direct will retain =&
decrasazing portion of the membership dues for the first three years of the naw
membership.

The Sweiety contracts with anpther entity to provide accounting services. The
sgreement can be cancsled by either party with appropriate notice, and requires
payments of $2,800 per month for contracted bookkeeping and accounting EeEvices
with additienal hourly charges for work outside the scope of the agresment.
This agresement expirsd at the end of 1227 and has been continued on a morth-to-
month basis under the origigal terms. For 1595 and 1998, the Society paid feeg
totalling approximately £39,000 and $37,800, reapectivesly, for these services.

10. Eelataed Parties

The Society has student chapters at law schoole throughout the country. The
agcompanying financial statements do not include the acoounts of che chapters.

Diring 1998 2 note holder forgave debt of $12,500 (3=e note §).




Salaries and benefits
Outsources services (1)
Chapter/Member support
Facilities and headquarters
Technology support
CLRF Advocacy
Office Expense
Accounting and financial services
Travel
Moody Radio Feature
CLSNet web site
PUBLICATIONS:

Christian Lawyer

Conference

Defender

Directory

Donor Appeal

Dues Renewal

Insider

Miscellaneous

Total 1999 Expenses

Total 1998 Expenses

Public Programs

Membership  Ministries Conferences

$238,117
17,231
9,435
22,130
5,409
26,673
23,933
11,571

3,599

28,835

19,271
7,847
8,542

$422,593

$292,603

$15,289
1,887
3,313
9,251

11,285
2,457
5,349

521

$49,352

$56,621

$46,031
5,380
144,056
3,795
70
21,488
8,008
10,552

3,032

6,724

$249,136

$169,137

Support
Development

Admin
$77,672
4,993
840
11,537
1421
76
14,240
6,314
1,108

763

$118,964

$141,173

$52,154
4,614
6,030
3,032

7,267
5,838
3,041

1,087

150

14,786

8,374
149

$106,522

$157,466

Center for
Law and
Religious
Freedom
Ministry

$266,173
18,851
11,497
41,873
11,056
16,044
29,057
22,469
12,141
12,280
3,974

9,761

$455,176

$347,913

Law
Student
Ministries

$150,556
9,787
16,262
451
1,219
26,699
13,260
9,074

1,797

$229,105

$220,523

(1) Outsourced Services includes costs associated with accounting, database management, publications and legal services.

1999 Total
$845,992
62,743
191,433
92,069
19,175
16,120
136,709
82,279
52,836
12,280
14,773
0
28,835
6,874
9,761
19,271
14,786
7,847
8,374
8,691

$1,630,848

1998 Total
$1,385,436



