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Independent Auditor's Report

To the Board of Directors
American Civil Liberties Union Foundation, Inc.

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of American Civil Liberties Union
Foundation, Inc. and Subsidiary (collectively, the Foundation), which comprise the consolidated statement
of financial position as of March 31, 2017, and the related consolidated statements of activities, functional
expenses and cash flows for the year then ended and the related notes to the consolidated financial
statements (collectively, 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 the 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.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Foundation as of March 31, 2017, and the changes in their net assets and their
cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.
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Report on Summarized Comparative Information

We have previously audited the Foundation’s 2016 consolidated financial statements, and we
expressed an unmodified audit opinion on those audited consolidated financial statements in our report
dated September 14, 2016. In our opinion, the summarized comparative information presented herein as
of and for the year ended March 31, 2016 is consistent, in all material respects, with the audited
consolidated financial statements from which it has been derived.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The consolidating information is presented for purposes of additional analysis rather than to present the
financial position and changes in net assets of the individual entities, and is 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 consolidating information has been subjected to the auditing procedures applied in the audit 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 statements 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.

PSSk VS LLP

New York, New York
September 28, 2017



American Civil Liberties Union Foundation, Inc. and Subsidiary

Consolidated Statements of Financial Position
March 31, 2017 and 2016

2017 2016

Assets
Cash and cash equivalents $ 10,658,698 $ 21,135,095
Pledges and contributions receivable, net 31,674,829 39,142,992
Investments 318,554,405 244,382,377
Other assets 5,367,130 1,653,184
Due from affiliates 3,318,802 4,500,673
Beneficial interest in trusts 1,599,841 1,620,520
Property and equipment, net of accumulated depreciation and

amortization 29,200,572 29,247,326

Total assets
Liabilities and Net Assets

Liabilities:

Accounts payable and accrued expenses

Due to American Civil Liberties Union, Inc.
Accrued pension liability
Allocated share of pension liability
Others

Due to affiliates

Liabilities under split-interest agreements

IDA bond

Bill of Rights Trust held for affiliates

Total liabilities

Commitments and Contingencies

Net assets:

Unrestricted:
Board-designated
Undesignated

Total unrestricted

Temporarily restricted:
Bill of Rights Trust and other endowments
Other time and purpose restrictions
Total temporarily restricted

Permanently restricted - Bill of Rights Trust and other endowments
Total net assets

Total liabilities and net assets

See notes to consolidated financial statements.

$ 400,374,277

$341,682,167

$ 5,758,784 $ 3,698,663
2,184,720 2,016,168
10,282,836 14,417,954
7,660,162 13,025,361
32,116,572 7,619,309
14,934,675 14,259,287
- 14,220,000
30,210,580 26,776,638
103,148,329 96,033,380
136,873,621 112,164,050
47,225,059 24,905,063
184,098,680 137,069,113
19,579,749 12,382,636
43,533,492 49,736,166
63,113,241 62,118,802
50,014,027 46,460,872
297,225,948 245,648,787

$ 400,374,277

$341,682,167




American Civil Liberties Union Foundation, Inc. and Subsidiary

Consolidated Statement of Activities

Year Ended March 31, 2017

(with summarized comparative information for the year ended March 31, 2016)

2017 2016
Temporarily Permanently
Unrestricted Restricted Restricted Total Total
Support and revenue:
Support:
Grants and contributions $100,521,258 $ 25,255,540 $ 19,946  $125,796,744 $ 69,755,137
Donated legal services 2,202,732 - - 2,202,732 5,604,509
Bequests 9,195,739 1,527,953 3,533,209 14,256,901 19,716,904
Total support 111,919,729 26,783,493 3,553,155 142,256,377 95,076,550
Revenue:
Rental income 1,106,258 - - 1,106,258 1,131,082
Merchandise and book sales 1,169,918 - - 1,169,918 83,746
Other income 23,995 - - 23,995 11,876
Total revenue 2,300,171 - - 2,300,171 1,226,704
Net assets released from restrictions 33,155,430 (33,155,430) - -
Total support and revenue 147,375,330 (6,371,937) 3,553,155 144,556,548 96,303,254
Expenses:
Program services:
Legislative 764,868 - - 764,868 457,640
Legal 36,415,387 - - 36,415,387 36,239,655
Public education 11,890,802 - - 11,890,802 10,079,664
Civil liberties policy formulation 593,724 - - 593,724 483,170
Affiliate support 60,011,761 - - 60,011,761 31,298,070
Total program services 109,676,542 - - 109,676,542 78,558,199
Supporting services:
Management and general 4,266,984 - - 4,266,984 3,849,319
Fund-raising 9,220,671 - - 9,220,671 7,293,913
Total supporting services 13,487,655 - - 13,487,655 11,143,232
Total expenses 123,164,197 - - 123,164,197 89,701,431
Change in net assets before
other changes 24,211,133 (6,371,937) 3,553,155 21,392,351 6,601,823
Other changes in net assets:
Legal expenses awarded, net 4,139,323 - - 4,139,323 5,422,660
Net investment income, gains and losses 15,765,431 7,497,207 - 23,262,638 (6,508,583)
Changes in value of
split-interest agreements (1,221,439) (130,831) - (1,352,270) (1,024,006)
Recognition of affiliates' share of minimum
pension liability adjustment 4,135,119 - - 4,135,119 (576,980)
Total other changes in net assets 22,818,434 7,366,376 - 30,184,810 (2,686,909)
Change in net assets 47,029,567 994,439 3,553,155 51,577,161 3,914,914
Net assets:
Beginning 137,069,113 62,118,802 46,460,872 245,648,787 241,733,873
Ending $184,098,680 $ 63,113,241 $ 50,014,027 $297,225,948  $245,648,787

See notes to consolidated financial statements.




American Civil Liberties Union Foundation, Inc. and Subsidiary

Consolidated Statement of Functional Expenses

Year Ended March 31, 2017

(with summarized comparative information for the year ended March 31, 2016)

2017

Program Services

Supporting Services

Salaries

Employee benefits
Rent and occupancy
Books

Building depreciation

Other depreciation and amortization
Equipment rental and maintenance

Grants to affiliates

Shared portion of contributions
Shared portion of bequest
Meetings/conferences

Legal fees

Donated legal services
Accounting fees

Professional fundraising services
Other professional services
Interest expense

Postage and supplies
Publishing, printing and outreach
Special affiliate subsidies
Telephone

Telemarketing

Travel

Other grants and awards

Other expenses

Total - 2017
Total - 2016

See notes to consolidated financial statements.

Civil 2016
Liberties Total Summarized
Public Policy Affiliate Total Program Management Supporting Comparative
Legislative Legal Education  Formulation Support Services and General Fund-raising Services  Total Expenses Information
$ 388,110 $14,660,975 $ 3,570,725 $ 304,742 $ 5344,893 $ 24,269,445 $ 2,001,262 $4,087,148 $ 6,088,410 $ 30,357,855 $ 27,066,317
208,570 4,768,112 824,534 70,672 2,254,344 8,126,232 308,037 1,234,702 1,542,739 9,668,971 8,976,919
- 1,369,915 539,435 15,854 488,904 2,414,108 400,038 279,879 679,917 3,094,025 2,333,507
14,532 204,589 20,606 766 90,282 330,775 3,035 79,414 82,449 413,224 379,039
123,407 739,617 413,973 17,208 235,047 1,529,252 149,830 302,895 452,725 1,981,977 2,525,650
20,579 987,732 308,666 20,578 308,666 1,646,221 123,466 288,088 411,554 2,057,775 1,499,464
- 968,986 353,108 28,926 354,140 1,705,160 236,381 511,356 747,737 2,452,897 1,982,220
- 211,700 - - 6,507,182 6,718,882 - - - 6,718,882 4,437,314
- 5,419,252 - - 36,526,616 41,945,868 - - - 41,945,868 13,335,930
3,998 409,714 59,963 - 1,139,730 1,613,405 - - - 1,613,405 3,664,216
3,003 44,600 44,258 12,527 97,988 202,376 60,481 35,986 96,467 298,843 437,196
151 6,654 9,260 5,648 34,732 56,445 71,785 65,285 137,070 193,515 188,302
- 2,202,732 - - - 2,202,732 - - - 2,202,732 5,604,509
- - - - - - 160,172 - 160,172 160,172 168,903
- - - - - - - 311,031 311,031 311,031 264,514
- 2,196,327 3,969,166 45,395 720,544 6,931,432 351,600 604,328 955,928 7,887,360 6,210,912
1,961 86,299 29,420 1,961 27,459 147,100 13,729 35,304 49,033 196,133 91,616
500 24,181 190,798 1,537 12,437 229,453 12,155 166,606 178,761 408,214 461,595
2 29,095 809,487 4 1,735 840,323 13 162,766 162,779 1,003,102 383,055
- - - - 5,226,911 5,226,911 - - - 5,226,911 5,298,817
- 383,530 117,306 7,845 120,636 629,317 47,237 109,485 156,722 786,039 676,770
- - 24,327 - - 24,327 - - - 24,327 83,775
55 855,705 138,992 39,750 214,436 1,248,938 125,412 185,399 310,811 1,559,749 1,863,526
- 50,000 - - 25,000 75,000 - - - 75,000 365,000
- 795,672 466,778 20,311 280,079 1,562,840 202,351 760,999 963,350 2,526,190 1,402,365
$ 764,868 $36,415387 $11,890,802 $ 593,724 $60,011,761 $109,676,542 $ 4,266,984 $9,220,671 $ 13,487,655 $ 123,164,197
$ 457,640 $36,239,655 $10,079,664 $ 483,170 $31,298,070 $ 78,558,199 $ 3,849,319 $7,293,913 $ 11,143,232

_$89.701431



American Civil Liberties Union Foundation, Inc. and Subsidiary

Consolidated Statements of Cash Flows
Years Ended March 31, 2017 and 2016

2017 2016
Cash flows from operating activities:
Change in net assets $ 51,577,161 $ 3,914,914
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization 4,039,752 4,025,114
Discount on pledges receivable (701,689) 667,394
Changes in value of split-interest agreements 1,352,270 1,024,006
Net realized and unrealized (gains) losses on investments, net of adjustments
for affiliate holdings (18,004,125) 11,537,639
Affiliates' allocated share of pension liability adjustment (4,135,119) 576,980
Cash received on contributions restricted for endowment (4,455,829) (3,352,705)
Contributions subject to split-interest agreements (668,776) (1,010,069)
Changes in operating assets and liabilities:
Due from/to affiliates 25,679,134 910,789
Pledges and contributions receivable 8,169,852 (15,888,846)
Other assets (3,713,946) (524,461)
Accounts payable and accrued expenses 2,060,121 58,138
Due to American Civil Liberties Union, Inc. - accrued pension liability 168,552 691,709
Due to American Civil Liberties Union, Inc. - other (5,365,199) 9,445,776
Bill of Rights Trust held for affiliates 928,724 284,505
Net cash provided by operating activities 56,930,883 12,360,883
Cash flows from investing activities:
Proceeds from sale of investments 103,215,245 82,180,697
Purchase of investments (156,877,928) (87,560,067)
Purchase of property and equipment (3,992,998) (4,533,532)
Net cash used in investing activities (57,655,681) (9,912,902)
Cash flows from financing activities:
Cash received on contributions restricted for endowment 4,455,829 3,352,705
Contributions subject to split-interest agreements 668,776 1,010,069
Payments on split-interest agreements (1,584,026) (1,534,461)
New annuities 927,822 1,387,617
Principal payments on IDA bond (14,220,000) (515,000)
Net cash (used in) provided by financing activities (9,751,599) 3,700,930
Net change in cash and cash equivalents (10,476,397) 6,148,911
Cash and cash equivalents:
Beginning 21,135,095 14,986,184
Ending $ 10,658,698 $ 21,135,095
Supplemental disclosures of cash flow information
Interest paid $ 196,133 $ 91,616
Change in investments for Bill of Rights Trust held for affiliates $ 2,505,218 $ (1,871,025)

See notes to consolidated financial statements.




American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 1. Organization

The American Civil Liberties Union Foundation, Inc. (the ACLU Foundation) was established as nonprofit
corporation to preserve and promote individual civil rights and civil liberties as guaranteed by the United
States Constitution and the nation's civil rights laws.

The ACLU Foundation is affiliated with the American Civil Liberties Union, Inc. (the Union), an
organization that is exempt from federal income tax under Section 501(c)(4) of the Internal Revenue
Code.

The American Civil Liberties Union Foundation, Inc. and the American Civil Liberties Union, Inc. are
collectively referred to as the “ACLU.”

Both the ACLU Foundation and the Union are affiliated with 50 nonprofit, tax-exempt organizations in
every state in the United States, the District of Columbia and Puerto Rico. All affiliates include reference
to the "American Civil Liberties Union" or some variation thereof in their names (the affiliates). The
affiliates also operate through related Section 501(c)(3) and Section 501(c)(4) organizations. The affiliates
share the same overall mission and purpose as the ACLU, but their programs focus more on local or
regional issues, while the ACLU's program activities are focused on overarching civil liberties issues
and initiatives. Although the ACLU plays no direct role in the governance of and, except in very limited
instances, does not share employees with, the affiliates, the organizations jointly fundraise and work
together on certain programs and the ACLU, through either the Union or the ACLU Foundation, as
appropriate, at its sole discretion provides targeted financial and other support to the affiliates.

Note 2. Summary of Significant Accounting Policies

Basis of presentation: The accompanying consolidated financial statements have been prepared on the
accrual basis of accounting in conformity with accounting principles generally accepted in the United
States of America (U.S. GAAP).

Principles of consolidation: The accompanying consolidated financial statements include the accounts
and activities of the American Civil Liberties Union Foundation, Inc. and its subsidiary, 915 15th Street,
LLC (the LLC) (collectively referred to as the Foundation). The LLC is a single-member limited liability
company of which the ACLU Foundation is the sole member. All significant inter-organizational accounts
and transactions have been eliminated in consolidation.

The accounts and activities of the Union and the affiliates are not included in these consolidated financial
statements.

Use of estimates: The preparation of consolidated financial statements in conformity with U.S. GAAP
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Cash and cash equivalents: The Foundation considers all highly liquid debt instruments purchased with a
maturity of three months or less to be cash equivalents. Cash and cash equivalents held temporarily in
the investments portfolio are included in investments.



American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Investments and related income, gains and losses: Investments are reported at fair value in the
consolidated statements of financial position. The consolidated statement of activities include net
investment income consisting of interest and dividend income, realized and unrealized gains and losses.
Interest income is recorded on the accrual basis. Dividends are recorded on the ex-dividend date.
Realized gains and losses on sale of investments are calculated on the basis of specific identification of
the securities sold. Purchases and sales of securities are recognized on a trade-date basis.

Fair value measurements: Assets and liabilities recorded at fair value in the consolidated statements of
financial position are categorized based upon the level of judgment associated with the inputs used to
measure their fair value. Pursuant to Financial Accounting Standards Board (FASB), Accounting
Standards Codification (ASC) 820, Fair Value Measurement, level inputs are defined as follows:

Level 1: Inputs that reflect unadjusted quoted market prices in active markets for identical assets or
liabilities that the Foundation has the ability to access at the measurement date, and where
transactions occur with sufficient frequency and volume to provide pricing information on an
ongoing basis. The types of investments in Level 1 generally include listed equities, mutual
funds and exchange-traded funds.

Level 2: Inputs other than quoted prices within Level 1 that are observable for the asset or liability, either
directly or indirectly. Inputs include quoted market prices for similar assets or liabilities in
markets that are not active, markets in which there are few transactions, prices are not current,
or prices vary substantially over time. Investments in this category generally include corporate
debt, U.S. government debt, and less liquid securities such as securities traded on certain
foreign exchanges, as well as alternative investments that can be redeemed in the near term.
A significant adjustment to a Level 2 input could result in the Level 2 measurement becoming a
Level 3 measurement.

Level 3: Inputs that are unobservable for the asset or liability and that include situations where there is
little, if any, market activity for the asset or liability. The inputs into the determination of fair
value are based upon the best information in the circumstances and may require significant
management judgment or estimates. Investments in this category generally include equity and
debt positions in private companies and real estate and ownership interests in alternative
investments that cannot be redeemed in the near term.

The availability of observable inputs can vary from security to security and is affected by a wide variety of
factors, including, for example, the type of security, whether the security is new and not yet established in
the marketplace, the liquidity of markets and other characteristics particular to the security. To the extent
that valuation is based on models or inputs that are less observable or unobservable in the market, the
determination of fair value requires more judgment. Accordingly, the degree of judgment exercised in
determining fair value is greatest for instruments categorized in Level 3.

Fair value of financial instruments: The following methods and assumptions were used in estimating
the fair values of significant financial instruments:

Cash and cash equivalents: The carrying amount approximates fair value because the instruments are
liquid in nature and have short-term maturities.

Investments: The fair value is determined as described in Note 5.



American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Pledges and contributions receivable: The carrying amount is based on estimated present value of the
anticipated cash inflows and allowances for doubtful accounts on contributions receivable, if any, and
approximates fair value.

Other assets, due to/from affiliates, and accounts payable and accrued expenses: The carrying
amounts approximate fair values because of the short-term nature of the instruments.

Beneficial interest in trusts: The carrying amount is based on estimated present value of the
anticipated cash inflows and approximates fair value.

Liabilities under split-interest agreements: The carrying amount is based on estimated present value
of the expected payments to beneficiaries and approximates fair value.

Industrial Development Agency (IDA) bond: The carrying amount approximates fair value because the
interest rate is variable and reflects market conditions.

There have been no changes in the methodologies used for estimating fair values of significant financial
instruments as of March 31, 2017 and 2016.

Concentration of market and credit risk: The Foundation's financial instruments that are potentially
exposed to concentrations of credit risk consist primarily of cash and cash equivalents and investments.

Exposure to credit risk is reduced by the placement of such funds in high credit quality financial
institutions and financial instruments. At March 31, 2017, the majority of the Foundation’s money market
accounts were in funds that invest in short-term direct government obligations, such as U.S. Treasury
Bills, that are backed by the full faith and credit of the U.S. government.

In order to control market risk, the Foundation has an investment committee that reviews and updates
investment policy statements for the organization’s various investment portfolios, oversees its investment
portfolio and engages the services of investment advisors and managers to invest and manage the
assets within the guidelines of the respective investment policy statements and perform ongoing due
diligence and reporting. The Foundation monitors the market risk of its investment portfolio via ongoing
review of asset allocation formulas and analysis of investment values as reported by investment
custodians and managers.

The clearing and depository operations for the Foundation's portfolio of investments held in managed
accounts are provided principally by two financial institutions that held approximately 100% of the total
portfolio at March 31, 2017.

Property and equipment: Property and equipment (consisting of office buildings, furniture, fixtures, office
equipment and intangible assets) are carried at cost, less accumulated depreciation or amortization.
Depreciation and amortization are provided for using the straight-line method over the estimated useful
lives of the respective assets.

Impairment of long-lived assets: The Foundation reviews long-lived assets for impairment whenever
events or circumstances indicate that the carrying amount of any asset may not be recoverable and, if so,
the carrying value is reduced to the estimated fair value.



American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Net assets: The Foundation reports information regarding its financial position and activities in three
classes of net assets: unrestricted, temporarily restricted and permanently restricted. Unrestricted net
assets consist of amounts that can be spent at the discretion of the Foundation and have no donor
restrictions associated with them. A portion of unrestricted net assets has been designated by the board
of directors for certain purposes. Temporarily restricted net assets consist of contributions that are
restricted by donors for a specific time period and/or purpose. Permanently restricted net assets consist of
endowment funds to be held in perpetuity.

Endowment: When the ACLU Foundation receives a contribution and the donor restricts the ACLU
Foundation from spending the principal, the contribution is classified as an endowment, with the amount
of the gift recorded as permanently restricted. The majority of the ACLU Foundation’s endowment funds
are held pursuant to the terms of the agreement for the establishment of the Bill of Rights Trust.

The ACLU Foundation is subject to the New York Prudent Management of Institutional Funds Act
(NYPMIFA), and has interpreted NYPMIFA as requiring the preservation of the fair value of the original
gift as of the gift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. The remaining portion of the endowment fund that is not classified as permanently restricted net
assets are classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the ACLU Foundation in a manner consistent with the standard of prudence prescribed by
NYPMIFA.

Contributions and related receivables: The ACLU Foundation reports contributions as unrestricted,
temporarily restricted or permanently restricted depending on the existence and/or nature of any donor
restrictions.

Unconditional promises to give are recorded as pledges and contributions receivable in the period the
promise is received. Payments received in subsequent periods on unconditional promises to give, such as
payments on multi-year gifts, are not recognized as revenue; rather, these are recorded as decreases in the
corresponding pledges receivable balance. Pledges and contributions receivable due within one year are
recorded at their net realizable value. Pledges and contributions receivable due in more than one year are
recorded at the present value of their net realizable value, using applicable risk-adjusted interest rates to
discount the amounts. Allowances for doubtful pledges and contributions receivable are provided by
management based on the ACLU Foundation's experience with the donors and their ability to pay.

Contributions of cash and other assets are reported as temporarily restricted support if they are received
with donor stipulations that limit the use of the donated assets. When a donor restriction expires, that is,

when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net

assets are reclassified to unrestricted net assets and reported in the consolidated statement of activities
as net assets released from restrictions.

Contributions that are to be maintained in perpetuity are recorded as permanently restricted support.
Contributions of noncash assets are recorded at fair value in the period received.

Certain contributions and bequests revenue are subject to revenue sharing agreements with affiliates.
The ACLU Foundation’s sharing rules specify the circumstances under which revenue shall be shared
and the methodology for determining the specific portion of various categories of revenue that will be
shared among the ACLU Foundation and the affiliates. Shared revenues are reported at gross amounts
and the affiliates’ share of the revenues are included as affiliate support expense in the consolidated
statement of activities. The ACLU Foundation reports the affiliates’ share of revenues as expenses when
cash is received from the donor.

10



American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Donated services are reported as contributions at their fair value if such services create or enhance
nonfinancial assets or would have been purchased if not provided by donation, require specialized skills,
and are provided by individuals possessing such specialized skills.

Due to the nature of the ACLU Foundation's civil liberties litigation, in-kind professional legal services are
from time to time provided on a pro bono basis by outside attorneys. These services are recorded as
revenue and expenses at fair value based on the attorneys' records of time spent and applicable billing
rates.

A number of individuals have made a contribution of their time to serve on the ACLU Foundation's board.
The value of their contributed time is not reflected in these consolidated financial statements inasmuch as
those services would not typically be purchased had they not been provided by donation.

Bequests: The ACLU Foundation is a beneficiary under various wills and trust agreements, the total
realizable amounts of which are not determinable at present. The ACLU Foundation's share of such
bequests is recorded when the probate courts declare the testamentary instrument valid and the proceeds
are measurable.

Donor concentration: Approximately 9% of the total grants, contributions and bequests revenue for the
year ended March 31, 2017 were provided by three donors and approximately 23% were due by three
donors for the year ended March 31, 2016. In addition, approximately 61% of the gross pledges and
contributions receivable at March 31, 2017 were due from three donors and approximately 65% were due
from three donors at March 31, 2016.

Functional expenses: The cost of providing the various program and supporting services of the
Foundation have been summarized on a functional basis in the accompanying consolidated financial
statements. Certain costs and expenses have been allocated between program services and supporting
services on a reasonable basis as determined by management.

Grants to affiliates: The ACLU Foundation recognizes grants to affiliates as expense when a formal
agreement has been signed by both the ACLU Foundation and the affiliate, and any conditions set forth
are met by the affiliate.

Legal awards: Pursuant to the Civil Rights Attorneys Fee Awards Act of 1976 and similar laws, legal fees
and expenses may be awarded in certain legal actions. The amounts of these awards are the result of court
determinations and/or negotiations between the parties to the matters. Management anticipates that the
ACLU Foundation will be the recipient of legal awards of a substantial amount, but is unable to determine
the amounts receivable with any degree of accuracy. Accordingly, the ACLU Foundation's accounting
policy is to accrue an award only when, in management's judgment, the amount appears relatively certain
of collection.

Income taxes: The ACLU Foundation is exempt from income taxes under Section 501(c)(3) of the U.S.
Internal Revenue Code and is subject to taxes on unrelated business income, as applicable. The LLC is
treated as a disregarded (tax) entity.

The ACLU Foundation files tax and information returns with the Internal Revenue Service (the IRS) and
with various states.

11



American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Management evaluated the Foundation's tax positions and concluded that the organization had taken no
uncertain tax positions that require additional adjustment or disclosure to the accompanying consolidated
financial statements. Generally, the Foundation is no longer subject to income tax examinations by U.S.
federal, state or local tax authorities for tax years before 2013, which is the standard statute of limitations
look-back period.

Prior-year summarized comparative information: The consolidated financial statements include
certain prior-year summarized comparative information in total but not by net asset or by functional
expense classifications. Such information does not include sufficient detail to constitute a presentation in
accordance with U.S. GAAP. Accordingly, such information should be read in conjunction with the
Foundation's consolidated financial statements as of and for the year ended March 31, 2016, from which
the summarized information was derived.

Evaluation of subsequent events: The Foundation evaluates events occurring after the date of the
consolidated financial statements to consider whether or not the impact of such events needs to be
reflected and/or disclosed in the consolidated financial statements. Such evaluation is performed through
the date the consolidated financial statements are issued, which is September 28, 2017.

Recently issued accounting pronouncements: In March 2017, the FASB issued Accounting
Standards Update (ASU) 2017-07, Compensation — Retirement Benefits (Topic 715): Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost. ASU 2017-07
addresses how employers that sponsor defined benefit pension and/or other postretirement benefit plans
present the net periodic benefit cost in the income statement. Employers will be required to present the
service cost component of net periodic benefit cost in the same income statement line item as other
employee compensation costs arising from services rendered during the period. Employers will present
the other components of the net periodic benefit cost separately from the line item that includes the
service cost and outside of any subtotal of operating income, if one is presented. The standard is effective
for the Foundation for annual periods beginning after December 15, 2018, and interim periods within
annual periods beginning after December 15, 2019. Adoption of ASU 2017-07 will require the Foundation
to include the service cost component of net periodic benefit cost related to its defined benefit plan and
other postretirement benefit plan within salaries and wages expense on the consolidated statements of
activities and to present all other components in a separate line item excluded from the subtotal for other
changes in net assets.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted
Cash (a consensus of the FASB Emerging Issues Task Force), which provides guidance on the
presentation of restricted cash or restricted cash equivalents in the statement of cash flows. These
amendments are effective for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2018. ASU 2016-18 will be effective for the Foundation for the year ending March 31,
2020. ASU 2016-18 must be applied using a retrospective transition method with early adoption
permitted. The Foundation has not evaluated the impact that adoption will have on the consolidated
statements of cash flows.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230), Classification of
Certain Cash Receipts and Cash Payments. ASU 2016-15 provides guidance on how certain cash
receipts and cash payments should be presented and classified in the statement of cash flows with the
objective of reducing existing diversity in practice with respect to these items. ASU 2016-15 is effective for
annual periods beginning after December 15, 2018 and, therefore, is expected to be adopted by the
Foundation for the year ending March 31, 2020. Early adoption is permitted. The Foundation has not
evaluated the impact that adoption will have on the consolidated statements of cash flows.
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American Civil Liberties Union Foundation, Inc. and Subsidiary

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

In August 2016, FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities. The amendments in this ASU make improvements to the information
provided in financial statements and accompanying notes of not-for-profit entities. The amendments set
forth the FASB'’s improvements to net asset classification requirements and the information presented
about a not-for-profit entity’s liquidity, financial performance, and cash flows. The ASU will be effective for
fiscal years beginning after December 15, 2017. Earlier application is permitted. The changes in this ASU
should generally be applied on a retrospective basis in the year that the ASU is first applied. Management
has not evaluated the impact of this ASU on the consolidated financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU
supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required to
recognize lease assets and lease liabilities on the statement of financial position for all leases with terms
longer than 12 months. Leases will be classified as either finance or operating, with classification affecting
the pattern of expenses recognition in the statement of activities. The new standard is effective for fiscal
years beginning after December 15, 2019, including interim periods within those fiscal years. The
Foundation is currently evaluating the impact of the adoption of the new standard on its consolidated
financial statements.

In January 2016, FASB issued ASU 2016-1, Financial Instruments — Overall (Subtopic 825-10):
Recognition and Measurement of Financial Assets and Financial Liabilities. ASU 2016-1 includes a
number of amendments that address certain aspects of recognition, measurement, presentation, and
disclosure of financial instruments. One of the amendments eliminates the requirements to disclose the
fair value of financial instruments measured at amortized cost for entities that are not public business
entities. The amendments in this update are effective for the Foundation for fiscal years beginning after
December 15, 2018, and interim periods within fiscal years beginning after December 15, 2019. The
Foundation has not yet determined the effect on the consolidated financial statements of adopting the
other amendments included in ASU 2016-1.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606),
requiring an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of
promised goods or services to customers. The updated standard will replace most existing revenue
recognition guidance in U.S. GAAP when it becomes effective and permits the use of either a full
retrospective or retrospective with cumulative effect transition method. In August 2015, the FASB issued
ASU 2015-14 which defers the 