BETTER GOVERNMENT ASSOCIATION, INC.
FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018



BETTER GOVERNMENT ASSOCIATION, INC.

CONTENTS
Independent AUAITOrS” REPOIT.......ccoiiiie it sre e e 1-2
Financial Statements
Statements Of FINANCIAI POSITION. ........coiiiiiiiiieiiee e e 3-4
Statements of Activities and Changes iN NEt ASSELS .......cccvviveiverieieere s se e 5-6
Statements of FUNCLIONAl EXPENSES .......ooiuiiiiiiiiieie ettt 7-8
Statements OF CaSh FIOWS.........coiiiiee ettt e e e sraenae s 9

NOTES 10 FINANCIAl STatOIMIBNES ...ttt nenenenennnne 10-22



MARCUM

ACCOUNTANTS A ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Better Government Association, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of Better Government Association, Inc.
(a nonprofit organization), which comprise the statements of financial position as of
December 31, 2019 and 2018, and the related statements of activities and changes in net assets,
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

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 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.

MARCUMGROUP

MEMBER

Marcum LLP = Nine Parkway North = Suite 200 = Deerfield, lllinois 60015 = Phone 847.282.6300 = Fax 847.282.6301 = www.marcumllp.com



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Better Government Association, Inc. as of December 31, 2019 and 2018,
and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Woreun LLP

Deerfield, IL
September 4, 2020
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BETTER GOVERNMENT ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2019 AND 2018

Assets

Current Assets
Cash
Investments
Pledges receivable, current portion
Accounts receivable
Prepaid expenses

Total Current Assets
Property and Equipment, Net

Other Assets
Pledges receivable, long-term portion, net of present
value discount of $21,709 and $32,325 at December 31,
2019 and 2018, respectively
Website and software, net
Lease deposit

Total Other Assets

Total Assets

2019 2018
$ 762,558 $ 584,010
1,712,897 2,164,322
343,000 465,000
- 26,078
44,870 46,971
2,863,325 3,286,381
45,825 57,773
378,292 467,675
22,809 48,390
6,391 6,391
407,492 522,456
$ 3316642 $ 3,866,610

The accompanying notes are an integral part of these financial statements.
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BETTER GOVERNMENT ASSOCIATION, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2019 AND 2018

Liabilities and Net Assets
Current Liabilities
Accounts payable

Accrued expenses

Total Current Liabilities

Long-Term Liabilities
Deferred rent

Net Assets
Without donor restrictions
With donor restrictions

Total Net Assets

Total Liabilities and Net Assets

2019 2018
$ 27,894 $ 134,626
18,600 33,302
46,494 167,928
13,125 8,875
2,516,731 2,757,132
740,292 932,675
3,257,023 3,689,807
$ 3316642 $ 3,866,610

The accompanying notes are an integral part of these financial statements.
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BETTER GOVERNMENT ASSOCIATION, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2019

Revenue and Support

Contributions

Contributions in-kind

Events

Miscellaneous income

Net assets released from restrictions

Total Revenue and Support

Investment Income
Interest and dividends, net of expense
of $9,951
Realized gain on investments
Unrealized gain on investments

Total Investment Income

Total Revenue, Support, and
Investment Income

EXxpenses
Program services
Management and general
Fundraising

Total Expenses

Change in Net Assets
Net Assets - Beginning

Net Assets - Ending

Without With
Donor Donor
Restrictions Restriction Total
$ 954,096 $ 229,617 $ 1,183,713
88,318 -- 88,318
1,225,443 43.000 1,268,443
10,100 -- 10,100
465,000 (465,000) -
2,742,957 (192,383) 2,550,574
21,285 -- 21,285
11,479 -- 11,479
311,450 -- 311,450
344,214 -- 344,214
3,087,171 (192,383) 2,894,788
2,357,277 -- 2,357,277
245,562 -- 245,562
724,733 -- 724,733
3,327,572 -- 3,327,572
(240,401) (192,383) (432,784)
2,757,132 932,675 3,689,807
$ 2516,731 $ 740,292 $ 3,257,023

The accompanying notes are an integral part of these financial statements.
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BETTER GOVERNMENT ASSOCIATION, INC.

STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2018

Revenue and Support

Contributions $
Contributions in-kind

Events

Miscellaneous income
Net assets released from restrictions

Total Revenue and Support

Investment Loss
Interest and dividends, net of expense
of $13,878
Realized gain on investments
Unrealized loss on investments

Total Investment Loss

Total Revenue, Support, and
Investment Loss

EXxpenses

Program services
Management and general
Fundraising

Total Expenses

Change in Net Assets

Net Assets - Beginning

Net Assets - Ending $

Without With
Donor Donor
Restrictions Restriction Total
885,613 $ 278,528 1,164,141
138,287 -- 138,287
1,939,298 927 1,940,225
2,800 -- 2,800
385,000 (385,000) --
3,350,998 (105,545) 3,245,453
38,831 -- 38,831
40,713 -- 40,713
(219,767) -- (219,767)
(140,223) -- (140,223)
3,210,775 (105,545) 3,105,230
2,847,312 -- 2,847,312
241,865 -- 241,865
792,265 -- 792,265
3,881,442 -- 3,881,442
(670,667) (105,545) (776,212)
3,427,799 1,038,220 4,466,019
2,757,132 $ 932,675 $ 3,689,807

The accompanying notes are an integral part of these financial statements.
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BETTER GOVERNMENT ASSOCIATION, INC.
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2019

Program Services Supporting Services
Policies Civic Management Organization
Advocate Investigative Engagement  Watchdog Total and General  Fundraising Total Total
Personnel $ 234906 $ 981,728 $ 181,474 $ 71,079 $1,469,187 $ 149,180 $ 321,483 $ 470,663 $1,939,850
Benefits 15,798 149,705 20,520 6,367 192,390 42,906 34,758 77,664 270,054
Rent and occupancy costs 18,045 75,415 13,941 5,460 112,861 11,460 24,696 36,156 149,017
Telephone 2,801 11,706 2,164 848 17,519 1,778 3,833 5,611 23,130
Insurance 8,435 35,251 6,516 2,552 52,754 5,357 11,543 16,900 69,654
Office 3,183 11,868 2,447 820 18,318 1,722 4,335 6,057 24,375
Books, dues and subscriptions 1,686 9,076 1,163 344 12,269 722 3,936 4,658 16,927
Equipment lease/maintenance 2,649 11,073 2,047 802 16,571 1,683 3,626 5,309 21,880
Legal 10,086 42,149 7,792 3,052 63,079 6,405 13,803 20,208 83,287
Board committee/staff meeting 680 2,843 525 206 4,254 432 931 1,363 5,617
Accounting and auditing 8,010 33,476 6,188 2,424 50,098 20,387 10,962 31,349 81,447
Training and conferences 131 2,309 101 40 2,581 83 2,138 2,221 4,802
Depreciation and amortization 5,416 22,635 4,184 1,639 33,874 3,440 7,412 10,852 44,726
Direct program expenses
Investigative -- 122,608 -- - 122,608 - -- - 122,608
Watchdog training unit - -- - 4,927 4,927 -- - -- 4,927
Policy and government affairs 45,630 - -- - 45,630 - -- - 45,630
Marketing and communications -- -- 137,955 -- 137,955 -- -- -- 137,955
Event expenses -- - -- - -- - 264,899 264,899 264,899
Website expenses -- -- 332 -- 332 -- -- -- 332
Fundraising 11 47 9 3 70 7 16,378 16,385 16,455
Total Functional Expenses $ 357,467 $1511889 $ 387,358 $ 100,563 $2,357,277 $ 245562 $ 724,733 $ 970,295 $3,327,572

The accompanying notes are an integral part of these financial statements.
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BETTER GOVERNMENT ASSOCIATION, INC.
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2018

Program Services Supporting Services
Policies Civic Management Organization
Advocate Investigative Engagement  Watchdog Total and General  Fundraising Total Total
Personnel $ 368,847 $1,057,474 $ 220,934 $ 67,377 $1,714632 $ 164,291 $ 443,893 $ 608,184 $2,322,816
Benefits 20,051 197,024 22,687 10,284 250,046 28,831 17,232 46,063 296,109
Rent and occupancy costs 25,120 71,793 14,845 4,567 116,325 9,277 17,128 26,405 142,730
Telephone 3,967 13,017 2,344 721 20,049 1,465 4,382 5,847 25,896
Insurance 13,583 38,820 8,026 2,470 62,899 5,016 9,261 14,277 77,176
Office 3,827 12,310 2,261 695 19,093 1,413 4,682 6,095 25,188
Books, dues and subscriptions 2,307 5,072 714 174 8,267 353 1,838 2,191 10,458
Equipment lease/maintenance 3,712 10,609 4,593 675 19,589 1,371 2,531 3,902 23,491
Legal 16,344 46,710 9,658 2,971 75,683 6,036 11,143 17,179 92,862
Board committee/staff meeting 3,275 9,359 1,935 595 15,164 1,209 11,913 13,122 28,286
Accounting and auditing 10,798 30,862 6,381 1,963 50,004 19,288 7,363 26,651 76,655
Training and conferences 3,164 10,359 7,027 575 21,125 1,168 2,519 3,687 24,812
Depreciation and amortization 8,311 18,874 5,986 3,660 36,831 2,100 5,977 8,077 44,908
Direct program expenses
Investigative -- 109,618 -- - 109,618 - -- - 109,618
Watchdog training unit -- -- -- 32,249 32,249 -- -- -- 32,249
Policy and government affairs 89,607 - -- - 89,607 - -- -- 89,607
Marketing and communications -- - 204,655 - 204,655 - -- -- 204,655
Event expenses -- -- -- -- -- -- 237,632 237,632 237,632
Website expenses 349 583 298 246 1,476 47 265 312 1,788
Fundraising -- -- -- -- -- -- 14,506 14,506 14,506
Total Functional Expenses $ 573,262 $1,632,484 $ 512344 $ 129,222 $2,847312 $ 241865 $ 792,265 $1,034,130 $3,881,442

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

8



BETTER GOVERNMENT ASSOCIATION, INC.
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

2019 2018

Cash Flows From Operating Activities
Change in net assets $ (432,784) $  (776,212)
Adjustments to reconcile change in net assets to
net cash used in operating activities:

Depreciation and amortization 44,726 44,908
Realized gains on investments (11,479) (40,713)
Unrealized (gains) losses on investments (311,450) 219,767
Interest and dividends on investments (21,285) (38,831)
Deferred rent 4,250 6,665
Changes in operating assets and liabilities:
Accounts receivable 26,078 (16,078)
Pledges and other receivable 211,383 125,546
Prepaid expenses 2,101 (13,807)
Accounts payable (106,732) 69,787
Accrued expenses (14,702) (10,795)
Total Adjustments (177,110) 346,449
Net Cash Used in Operating Activities (609,894) (429,763)

Cash Flows From Investing Activities

Purchase of property and equipment (7,297) (11,468)
Payments for website and software -- (10,000)
Purchase of investments (451,427) (2,382,387)
Proceeds from sale of investments 1,247,066 3,032,537
Net Cash Provided by Investing Activities 788,442 628,682
Net Increase in Cash 178,548 198,919
Cash - Beginning 584,010 385,091
Cash - Ending $ 762,558 $ 584,010

The accompanying notes are an integral part of these financial statements.
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 1 - NATURE OF OPERATIONS

The Better Government Association, Inc. (the *“Organization”) works to fight waste,
corruption and inefficiency in government in Illinois by using investigative journalism
techniques, litigation, and public policy studies to expose problems, inform citizens about
the operations of their government and lay the ground work for substantive legislative and
administrative reforms.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
BASIS OF ACCOUNTING

The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States
of America (“GAAP”). Under the accrual basis, revenues and gains are recognized when
earned and expenses and losses when the related liability for goods and services is incurred,
regardless of the timing of the related cash flows.

CONTRIBUTIONS

All contributions received are recorded at fair value and are considered to be available for
unrestricted use unless specifically restricted by the donor. Amounts received that are
designated for future periods or restricted by the donor for specific purposes are reported as
support with restrictions. When a restriction expires, that is when a stipulated time
restriction ends or purpose restriction is accomplished, net assets with restrictions are
reclassified to net assets without restrictions and are reported in the statement of activities
as net assets released from restrictions. Contributions that are subject to donor-imposed
restrictions that are met in the same year as the contributions are made are recognized and
reported as unrestricted support and included in changes in unrestricted net assets.

CONTRIBUTED SERVICES

The Organization receives donated services from several unpaid individuals who volunteer
their time and perform a variety of tasks that assist the Organization. In some cases, no
amounts have been recognized in the accompanying statements of activities because the
accounting criteria for recognition of such volunteer services has not been satisfied. See
Notes 4 and 10 for a summary of in-kind contributed services that met the criteria for
recognition.
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
CLASSES OF NET ASSETS

The accounts of the Organization are maintained in accordance with the principles of fund
accounting, whereby resources are classified for accounting and reporting purposes into net
assets established according to their nature and purposes.

Net Assets without Donor Restrictions
Represents the portion of expendable funds that are available for the daily operations of the
Organization, which are not limited by donor restriction on use.

Net Assets with Donor Restrictions

Consists of donor-restricted contributions received with specific time or purpose
restrictions. Upon satisfaction of time or purpose restrictions, these donor restricted net
assets are reclassified to net assets without donor restriction and reported in the statement of
activities and changes in net assets as net assets released from restrictions. As of December
31, 2019 and 2018, these donor restricted net assets consist of the following contributions
and programs:

2019 2018
Support for operational costs $ 678,292 $ 667,675
Support for events 43,000 55,000
Support for investigations 19,000 210,000
Total $ 740,292 $ 932,675

During the years ended December 31, 2019 and 2018, the following items were released
from donor restricted net assets by the Organization satisfying the restricted purpose for the

donation:
2019 2018
Support for operational costs $ 200,000 $ 280,000
Support for events 55,000 55,000
Support for investigations 210,000 50,000
Total $ 465,000 $ 385,000
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
NEW ACCOUNTING PRONOUNCEMENT

In June 2018, the FASB issued Accounting Standards Update (ASU) 2018-08, Not-for-
Profit Entities (Topic 958): Clarifying the Scope and Accounting Guidance for
Contributions Received and Contributions Made. This ASU provides additional guidance to
be used to determine whether a contribution is conditional and when a transaction should be
accounted for as a contribution versus an exchange. The Organization adopted ASU 2018-
08 as of January 1, 2019, and has applied the amendments of this standard on a modified
prospective basis and elected to apply the standard only to agreements that were entered
into after the effective date. This standard did not have an effect on the Organization’s net
assets in connection with the implementation of this ASU.

FUNCTIONAL ALLOCATION OF EXPENSES

The costs of providing the various programs and other activities have been summarized on
a functional basis in the statement of functional expenses. Accordingly, certain occupancy
and administrative expenses that cannot be charged directly to any one functional expense
category have been allocated among the programs and supporting services benefited. All
allocations are based off of the direct salary expense percentage associated with the
functional expense category to which the expenses are being allocated.

INVESTMENT VALUATION AND INCOME RECOGNITION

Investments are reported at fair value. Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. See Note 3 for discussion of fair value measurements.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is
recorded on the accrual basis. Dividends are recorded on the ex-dividend date. Net
appreciation includes the Organization’s gains and losses on investments bought and sold as
well as held during the year.
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
PROPERTY AND EQUIPMENT

The Organization capitalizes purchased property and equipment in excess of $500 to which
it has title at cost. Donated assets are recorded as contributions at their estimated fair value.
Such donations are reported as unrestricted contributions unless the donor has restricted the
donated asset to a specific purpose. Leasehold improvements are depreciated over the lesser
of their esimated useful lives or the related lease term. Depreciation on purchased and
donated assets is provided using the straight-line method.

The estimated useful lives and costs of property and equipment are as follows:

Life in

2019 2018 Years
Furniture and fixtures $ 52,420 $ 52,420 5-10
Computers 118,583 116,872 3-10
Office equipment 46,267 40,781 3-10
Office furniture 20,964 20,964 10
Leasehold improvements 6,314 6,314 3-7
Subtotal 244,548 237,351
Less: Accumulated depreciation (198,723) (179,578)
Property and Equipment, Net $ 45,825 $ 57,773

Depreciation expense was $19,145 and $19,419 for the years ended December 31, 2019 and
2018, respectively.

The Organization reviews long-lived assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of such assets may not be recoverable.
There were no impairment indicators at December 31, 2019 and 2018.

ACCOUNTS AND PLEDGES RECEIVABLE

The Organization uses the allowance method to account for uncollectible contributions and
accounts receivable balances. Under the allowance method, if needed, an estimate of
uncollectible donor or customer balances is made based upon expected actual write-offs.
Factors used to establish an allowance include the credit quality of the donor or customer
and whether the balance is significant. There was no allowance for doubtful accounts
recorded at December 31, 2019 and 2018.
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP 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
may differ from those estimates.

CONCENTRATION OF CREDIT RISKS

The Organization maintains its cash in accounts which from time to time exceed the amount
insured by the Federal Deposit Insurance Corporation (“FDIC”), which is $250,000 per
depositor. Amounts exceeding FDIC insured limits totaled approximately $420,000 and
$68,000 at December 31, 2019 and 2018, respectively. The Organization has not
experienced any losses attributed to cash balances in banks or investment companies.

As of December 31, 2019, 94% of pledges receivable were from two donors. As of
December 31, 2018, 99% of pledges receivable were from four donors.

INCOME TAXES

The Organization is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code. In addition, the Organization has been determined by the Internal
Revenue Service not to be a “private foundation” within the meaning of Section 509(a) of
the Internal Revenue Code. Therefore, the Organization has made no provision for income
taxes in the accompanying financial statements.

The Organization evaluates all significant tax positions as required by GAAP. The
Organization does not believe that it has taken any tax positions that would require the
recording of any additional tax liability nor does it believe that there are any unrealized tax
benefits that would either increase or decrease within the next twelve months. If the
Organization were to incur an income tax liability in the future, the interest on any tax
liability would be reported as interest expense and penalties on any income tax liability
would be reported as income tax expense. The Organziation’s income tax returns are
subject to examination by the appropriate taxing jurisdictions. The Organization’s income
tax returns generally remain open for examination for three years from the date filed with
each taxing jurisdiction and there are currently no examinations pending or in progress.
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
RECLASSIFICATIONS

Certain prior year amounts have been reclassified to the current year presentation. Such
reclassifications had no effect on the change in net assets.

SUBSEQUENT EVENTS

The Organization evaluated all significant events or transactions that occurred through
September 4, 2020, the date that the financial statements were available to be issued. No
events requiring recognition or disclosure in the financial statements have been identified
excepted as disclosed below.

In a media briefing on March 11, 2020, the World Health Organization (“WHQO”) declared
that the novel coronavirus that causes coronavirus disease 2019 (“COVID-19”) has been
characterized as a pandemic due to the spread and severity of the virus. Management is
attempting to mitigate the effects of this by following health department and other
regulatory guidelines. The potential future impact, if any, to the Organization cannot be
reasonably determined as of the date of this report, and therefore no adjustments have been
made to these financial statements as a result of this matter.

As part of federal legislation to deal with the economic effects of the COVID virus, during
May 2020, under the Payment Protection Plan of the Coronavirus Aid, Relief, and
Economic Security (“CARES”) Act, the Organization received loan proceeds from Fifth
Third Bank totaling $413,400. The loan bears interest at 1%, principal and interest are due
by May 2022. The principal balance of this loan may be forgiven if the loan proceeds are
spent on qualifying costs as defined in the CARES Act.

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS

The fair value measurements and disclosures topic defines fair value as the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. Level 1 inputs are given the highest priority in
the hierarchy while level 3 inputs are given the lowest priority. Assets and liabilities carried
at fair value are classified in one of the following three categories based on the nature of the
inputs to the valuation technique used:
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

Level 1

Observable inputs that reflect unadjusted quoted prices for identical assets or liabilities in
active markets as of the reporting date. Active markets are those in which transactions for
the asset or liability occur in sufficient frequency and volume to provide pricing
information on an ongoing basis.

Level 2

Inputs to the valuation methodology include:

e quoted prices for similar assets or liabilities in active markets;

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

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

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

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

Level 3

Unobservable inputs that are not corroborated by market data. These inputs reflect
management’s best estimate of fair value using its own assumptions about the assumptions
a market participant would use in pricing the asset or liability.

Following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2019 and
2018.

Exchange traded funds, common stock, and mutual funds are valued at the daily closing
price at December 31, 2019 and 2018, as reported by a national stock exchange. Certificates
of deposit are valued at their redemption values at December 31, 2019 and 2018.

The following tables set forth, by level within the fair value hierarchy, the Association’s
assets that were accounted for at fair value on a recurring basis. As required by the fair
value measurements and disclosure topic, these assets are classified based on the lowest
level input that is significant to the fair value measurement.
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BETTER GOVERNMENT ASSOCIATION, INC.

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTES TO FINANCIAL STATEMENTS

NOTE 3 - INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

Fair Value Measurement at Report Date Using

Quoted Prices in

Significant

Active Markets for Significant Unobservable
Fair Value as of Identical Assets Other Inputs Inputs
Description December 31, 2019 (Level 1) (Level 2) (Level 3)
Fixed Income
Certificates of deposit $ 30,055 $ - $ 30,055 $ -
Exchange traded funds 147,961 147,961 -- --
Mutual funds 428,948 428,948 - -
Total Fixed Income 606,964 576,909 30,055 -
Equities
Exchange traded funds 84,344 84,344 - -
Mutual funds 1,021,589 1,021,589 - -
Total Equities 1,105,933 1,105,933 - -
Total Investments $1,712,897 $1,682,842 $ 30,055 $ -

Fair Value Measurement at Report Date Using

Quoted Prices in

Significant

Active Markets for Significant Unobservable
Fair Value as of Identical Assets Other Inputs Inputs
Description December 31, 2018 (Level 1) (Level 2) (Level 3)
Fixed Income
Certificates of deposit $ 204,652 $ - $204,652 $ -
Exchange traded funds 97,425 97,425 -- --
Mutual funds 435,285 435,285 - -
Total Fixed Income 737,362 532,710 204,652 --
Equities
Common stock 1,989 1,989 -- --
Exchange traded funds 135,646 135,646 -- --
Mutual funds 1,289,325 1,289,325 - -
Total Equities 1,426,960 1,426,960 -- -
Total Investments $2,164,322 $1,959,670 $ 204,652 $ -

17



BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 4 - CONTRIBUTIONS IN-KIND

The Organization received contributions in-kind at fair value in support of fundraising and
general operations as follows:

Year-End December 31,

In-Kind Support 2019 2018

Advertising support $ 68,318 $113,287
Legal expenses 10,000 -
Rent and occupancy 10,000 25,000
Total $88,318 $138,287

NOTE 5 - WEBSITE AND SOFTWARE

The Organization has recorded various costs associated with website and software
development as intangible assets. The Organization is amortizing these assets over a period
of three to five years using the straight-line method. Amortization expense relating to these
items was $25,581 and $25,489 for years ending December 31, 2019 and 2018,
respectively. At December 31, 2019 and 2018, website and software consists of the

following:
2019 2018
Software $ 40,492 $ 40,492
Website 253,605 253,605
Subtotal 294,097 294,097
Less: Accumulated amortization (271,288) (245,707)
Website and Software, Net $ 22,809 $ 48,390

Website and software amortization expense for the next two years is as follows:

For the Years Ending December 31, Amount
2020 $ 19,941
2021 2,868
Total $ 22,809
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 6 - PLEDGES RECEIVABLE

The Organization has received pledges to contribute to the Organization. These amounts are
classified as within donor restricted net assets until received. Pledges receivables were
$721,292 and $932,675 as of December 31, 2019 and 2018, respectively.

Pledges due in more than one year are discounted at 2.27% for the year ended December
31, 2019. The discount amortization is reflected in contributions on the statement of
activities. Net pledges receivable as of December 31, 2019 were as follows:

Amount
Receivable in less than one year $343,000
Receivable in one to five years 400,000
Subtotal 743,000
Less: Discounts to net present value (21,708)
Net Pledges Receivable $721,292

NOTE 7 - OPERATING LEASE COMMITMENTS

In June 2017, the Organization amended its existing lease to extend the lease term to July
31, 2024, and relocate the office within the building. Additionally, in December 2015, the
Organization entered into a 60 month lease for copier equipment. These leases are being
accounted for as operating leases. Rent expense, exclusive of the copier lease and other
operating expenses, was $115,805 and $115,812 for the years ended December 31, 2019
and 2018, respectively.

The estimated future rental obligations under these leases for the next five years are as

follows:
For the Years Ending December 31, Amount
2020 $116,772
2021 116,538
2022 119,113
2023 121,748
2024 72,498
Total $546,669

19



BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 7 - OPERATING LEASE COMMITMENTS (CONTINUED)

Additionally, the office lease has escalating rental payments over the lease’s term. The
Organization is recognizing rent expense on a straight-line basis over the term of the lease
in accordance with GAAP. The difference between the straight-line rent expense and actual
rental payments is recorded as deferred rent. Deferred rent was $13,125 and $8,875 as of
December 31, 2019 and 2018, respectively.

NOTE 8 - LITIGATION

The Organization is, in the normal course of business, involved in various litigation matters.
The Organization believes it will ultimately prevail in these matters, although the final
outcome of these matters cannot be reasonably determined at this time. Therefore, no
provision for any potential gains or losses that may arise from the resolution of these
litigation matters has been reflected in these financial statements.

NOTE 9 - SPECIAL EVENTS

A significant portion of the Organization’s support is provided by major fundraising events.
These events generally include an annual luncheon and investigative awards. The
Organization has a long established history of these fundraising events and expects the
events and the support received to continue. Gross revenues and expenses from these events
for the years ended December 31, 2019 and 2018 are as follows:

2019 2018
Revenues Expenses Net Revenues Expenses Net
Event
Annual Luncheon $1,193,595 $199,837 $ 993,758 $1,893,369  $164,230  $1,729,139
Investigative Awards 74,848 65,062 9,786 46,856 73,402 (26,546)
Total $1,268,443 $264,899  $1,003,544 $1,940,225 $237,632  $1,702,593
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BETTER GOVERNMENT ASSOCIATION, INC.
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018

NOTE 10 - RELATED PARTY TRANSACTIONS

The Organization has received various monetary and sponsorship donations from members
of the Board of Directors and through their efforts. Donations and sponsorships from Board
members and their employers totaled $426,341 and $575,870 for the years ended December
31, 2019 and 2018, respectively.

NOTE 11 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

The following table reflects certain of the Organization’ financial assets as of December 31,
2019 and 2018, reduced by amounts not available for general expenditure within one year.
Financial assets are considered unavailable when illiquid or not convertible to cash within
one year, or are classified as restricted cash, beneficial interests in perpetual trusts, and
beneficial interests in charitable remainder unitrusts, long-term notes receivable and other
long-term investments.

2019 2018

Cash and cash equivalents $ 664,565 $ 308,134
Investments 1,810,890 2,440,198
Pledges receivable, current portion 343,000 465,000
Accounts receivable . 26,078
Financial Assets at Year-End 2,818,455 3,239,410
Less those unavailable for general expenditure within

one year, due to donor restricted cash received to

support for events and investigations (62,000) (265,000)
Financial Assets Available to Meet Cash Needs for

General Expenditures Within One Year $2,756,455 $2,974,410

NOTE 12 - RETIREMENT PLANS

The Organization sponsors a 401(k) Plan. The Plan allows all eligible employees, as
defined in the Plan, to defer a portion of their salary subject to limitations contained in the
Internal Revenue Code. The Organization may also contribute a discretionary employer
contribution to the Plan. The total employer contribution was $36,570 and $37,319 for the
years ended December 31, 2019 and 2018, respectively, and is included in benefits expense
on the statement of functional expenses.
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NOTE 13 - COLLECTIVE BARGAINING AGREEMENT
A majority of the Organization’s employees are members of the Screen Actors Guild -

American Federation of Television and Radio Artists’ union. During 2018, the
Organization entered into a collective bargaining agreement that expires April 23, 2021.

22



	Stmt of Financial Position
	Stmt of Activities
	Stmt of Functional Exp
	Stmt of Cash Flows

