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D&A

Desmond &Ahern, Ltd.

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

Independent Auditor’s Report

To the Board of Directors of
Public Interest Law Initiative
Chicago, IL

We have audited the accompanying financial statements of Public Interest Law Initiative (a nonprofit
organization), which comprise the statement of financial position as of August 31, 2025, and the
related statement of activities, functional expenses and cash flows for the year then ended, and the
related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Public Interest Law Initiative as of August 31, 2025, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Public Interest Law Initiative and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management 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.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about Public Interest Law
Initiative’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.
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Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Public Interest Law Initiative’s internal control. Accordingly,
no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Public Interest Law Initiative’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-
related matters that we identified during the audit.

Report on Summarized Comparative Information

We have previously audited Public Interest Law Initiative financial statements, and we expressed an
unmodified audit opinion on those audited financial statements in our report dated May 2, 2025. In
our opinion, the summarized comparative information presented herein as of and for the year ended
August 31, 2024, is consistent, in all material respects, with the audited financial statements from
which it has been derived.

Aok ¢ fhara, Al

April 30, 2026
Chicago, IL



PUBLIC INTEREST LAW INITIATIVE
STATEMENT OF FINANCIAL POSITION

As of August 31, 2025 (with summarized comparative totals for 2024)

Assets
Current Assets
Cash and equivalents
Certificates of deposit
Investments
Contributions receivable, current portion
Prepaid expenses
Total current assets

Property and Equipment
Furniture and equipment
Less accumulated depreciation

Net property and equipment

Other Assets
Contributions receivable, net of current portion
Operating lease, right-of-use asset
Security deposit
Total other assets

Total Assets

Liabilities
Current Liabilities
Accounts payable
Accrued Expenses
Deferred revenue
Operating lease, current portion

Total current liabilities

Operating lease, net of current portion
Total liabilities

Net Assets
Without donor restrictions
Undesignated
Board designated
With donor restrictions
Purpose restricted
Perpetual in nature

Total net assets
Total Liabilities and Net Assets

2025 2024
$ 638387 $ 486,085
460,802 543,403
1,347,661 1,353,116
217,289 180,920
13,960 17,773
2,678,099 2,581,297
68,559 68,559
(65,894) (61,404)
2,665 7,155
- 24,000
87,869 129,372
7,668 7,668
95,537 161,040
$ 2776301  $ 2,749,492
$ 11,806 $ 16,103
305 -
117,425 151,000
48,307 45,860
177,843 212,963
50,335 98,642
228,178 311,605
798,487 785,374
125,686 120,682
842,133 750,014
781,817 781,817
2,548,123 2,437,887
$ 2776301  $ 2,749,492

See independent auditor's report and notes to financial statements.



PUBLIC INTEREST LAW INITIATIVE

STATEMENT OF ACTIVITIES

For the Year Ended August 31, 2025 (with summarized comparative totals for 2024)

Public Support and Revenue
Grants and contributions
Foundations and corporations
Law firms
Government
Board members
Individuals

Total grants and contributions

Special Events
Contributions
Less cost of direct benefits to donors

Net revenues from special events
Donated services
Other revenue

Investment income
Net assets released from restrictions

Total public support and revenue

Expenses
Program services

Management and general
Fundraising

Total expenses
Change in net assets

Net assets, beginning of year
Net assets, end of year

Without Donor  With Donor 2025 2024
Restrictions Restrictions Total Total
$ 533,552 $ 273,949 $ 807,501 $ 655,100
92,353 - 92,353 93,750
120,673 - 120,673 136,639
82,292 - 82,292 66,343
59,882 7,075 66,957 64,921
888,752 281,024 1,169,776 1,016,753
382,507 - 382,507 376,546
(80,387) - (80,387) (60,057)
302,120 - 302,120 316,489
11,085 - 11,085 -
1,070 - 1,070 -
26,628 128,770 155,398 225,238
317,675 (317,675) - -
1,547,330 92,119 1,639,449 1,558,480
1,263,336 - 1,263,336 1,166,440
172,108 - 172,108 131,901
93,769 - 93,769 86,910
1,529,213 - 1,529,213 1,385,251
18,117 92,119 110,236 173,229
906,056 1,531,831 2,437,887 2,264,658
$ 924,173 $ 1,623,950 $ 2,548,123 $ 2,437,887

See independent auditor's report and notes to financial statements.
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PUBLIC INTEREST LAW INITIATIVE
STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended August 31, 2025 (with summarized comparative totals for 2024)

Program Management Total Total
Services and General Fundraising 2025 2024

Functional Expenses
Salaries and wages $ 560,688 $ 62,299 $ 69,221 $ 692,208 $ 650,066
Payroll taxes and fringe benefits 120,386 13,376 14,862 148,624 137,237
Grants and scholarships 431,927 - - 431,927 386,750
Client specific expenses 17,337 - - 17,337 22,649
Professional fees 8,979 77,777 1,109 87,865 41,010
Occupancy 40,095 4,455 4,950 49,500 51,909
Supplies 2,488 276 - 2,764 2,474
Insurance 11,946 1,327 1,475 14,748 11,166
Travel and meetings 28,625 3,180 - 31,805 27,558
Marketing - 1,335 - 1,335 860
Staff development - 654 - 654 3,891
Dues and subscriptions 19,394 - - 19,394 19,398
Information technology 186 21 23 230 556
Postage and shipping 5,248 583 648 6,479 4,677
Printing and copying 4,053 451 500 5,004 3,937
Telephone 7,943 882 981 9,806 9,534
Taxes, fees, and licenses - 3,049 - 3,049 2,677
Miscellaneous - 1,994 - 1,994 1,503
Depreciation 4,041 449 - 4,490 7,399

Total Expenses $ 1,263,336 $§ 172,108 $ 93,769 § 1,529,213 $ 1,385,251

See independent auditor's report and notes to financial statements.
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PUBLIC INTEREST LAW INITIATIVE
STATEMENT OF CASH FLOWS

For the Year Ended August 31, 2025 (with summarized comparative totals for 2024)

Cash Flows from Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by (used in) operating activities:
Depreciation
Realized/unrealized gains
Donated stock
Sale of donated stock
Noncash lease expense
Changes in assets - (increases) decreases
Contributions receivable
Prepaid expenses
Changes in liabilities - increases (decreases)
Accounts payable
Accrued expenses
Deferred revenue
Net cash provided by (used in) operating activities

Cash Flows from Investing Activities
Purchase of furniture and equipment
Purchases of certificates of deposit
Maturities of certificates of deposit
Purchases of investments
Proceeds from sales of investments
Net cash provided by (used in) investing activities

Net increase (decrease) in cash and equivalents
Cash and equivalents, beginning of year

Cash and equivalents, end of year

See independent auditor's report and notes to financial statements.

-6-

2025 2024
110,236 $ 173,229
4,490 7,399
(92,997) (166,504)
(14,131) (13,575)
13,943 13,943
(4,357) (3,505)
(12,369) 45,537
3,813 (4,124)
(4,297) 8,371
305 -
(33,575) (2,000)
(28,939) 58,771
- (964)
(266,055) (266,055)
348,656 118,318.00
(124,274) (176,445)
222,914 222,914
181,241 (102,232)
152,302 (43,461)
486,085 529,546
638,387  $ 486,085




PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 1 — Nature of Operations and Summary of Significant Accounting Policies

Organization
Public Interest Law Initiative (the “Organization” or “PILI”) is a not-for-profit organization founded

in 1977. PILI is committed to providing equal access to justice for families and communities in need.
Public Interest Law Initiative (PILI) has engaged, inspired and empowered those advancing equal
access to justice. PILI envisions making equal access to justice reality through a legal community with
a deeply rooted culture of service, where pro bono and public interest law engagement is optimized to
best serve people, families and communities in need. The Organization provides the following
programs and services:

PILI’s Law Student Internship and Graduate Fellowship Programs place law students and
recent law school graduates at public interest law organizations, with PILI providing
supplemental educational, networking and mentoring opportunities.

Its Alumni Network builds and maintains the connection between past PILI Interns and Fellows
and the public interest law community through educational, networking, leadership, and
service opportunities.

PILI’s Pro Bono Program works to increase the availability of pro bono legal help for those
who cannot afford an attorney in Illinois by developing innovative pro bono opportunities,
offering pro bono programming and resources, cultivating best practices, and celebrating the
life-changing pro bono performed throughout the state.

PILI’s support comes primarily from organizations and corporate contributions, law firms, and
individuals, as well as fundraising activities.

Basis of Accounting

The accounts and financial statements are maintained on the accrual basis of accounting and
accordingly, reflect all significant accounts receivable, payable, and other liabilities in conformity with
accounting principles generally accepted in the United States of America. and applicable to non-profit
organizations.

Use of Estimates

The preparation of financial statements in conformity with Generally Accepted Accounting Principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of the revenues, expenses, gains, losses and other changes in net assets
during the year. Actual results could differ from those estimates.




PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 1 — Nature of Operations and Summary of Significant Accounting Policies (cont.)

Basis of Presentation

The Organization reports information regarding its financial position and activities based on the
existence or absence of donor-imposed restrictions, as required by Generally Accepted Accounting
Principles. Accordingly, net assets and changes therein are classified and reported as follows:

Without Donor Restrictions — Net assets available for use in general operations and not subject to
donor (or certain grantor) restrictions. Items that affect this net asset category principally consist
of gifts without restrictions, including those designated by the Board, fees for service and related
expenses associated with the core activities of the Organization.

With Donor Restrictions — Net assets subject to donor-imposed restrictions that will be met either
by actions of the Organization or the passage of time. Items that affect this net asset category are
gifts for which donor-imposed restrictions have not been met, endowment gifts, pledges, and
investment returns on endowment funds. Expirations of restrictions on net assets with donor
restrictions, including reclassification of restricted gifts and grants for buildings and equipment
when the associated long-lived asset is placed in service, are reported as net assets released from
restrictions.

Also included in this category are net assets subject to donor-imposed restrictions to be maintained
permanently by the Organization, including gifts and pledges wherein donors stipulate that the
corpus of the gift be held in perpetuity and that only the income be made available for program
operations.

Income Tax Status

Public Interest Law Initiative was granted an exemption from federal income tax by the Internal
Revenue Service pursuant to the provisions of Internal Revenue Code Section 501(c)(3). The
Organization qualifies for the charitable contribution deduction under Section 170(b)(1)(A)(vi) and
has been classified as an Organization that is not a private Organization under Section 509(a)(1). The
tax- exempt purpose of the Organization and the nature in which it operates is described above.
Management believes the Organization operates in compliance with its tax-exempt purpose. Thus, no
provision for income tax has been provided for in the financial statements.

The Organization has adopted the requirements for accounting for uncertain tax positions and
management has determined that the Organization was not required to record a liability related to
uncertain tax positions as of August 31, 2025.

The Organization’s annual information and income tax returns filed with the federal and state
governments are subject to examination generally for three years after they are filed. All filings are
current.



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 1 — Nature of Operations and Summary of Significant Accounting Policies (cont.)

Cash and Equivalents

Cash and cash equivalents consist of deposits in federally and privately insured Securities Investment
Protection Corporation (SIPC) accounts. At times, balances may be in excess of the Federal Deposit
Insurance Corporation (FDIC) and (SIPC) insurance limit.

For purposes of the statement of cash flows, the Organization considers all highly liquid debt
instruments, if any, purchased or donated with an original maturity or anticipated liquidation of three
months or less to be cash equivalents. No cash was paid for taxes or interest for the years ending
August 31, 2025.

Certificates of Deposit

The Organization has six certificates of deposit (“CDs”) through various financial institutions that
generally mature within three years. CDs are reported at cost, which approximates fair value. Interest
income is accrued at the end of each fiscal year.

Investments

Investments, whether purchased or donated, are recorded at fair value. All gains and losses are
included in the statement of activities. Unrealized gains or losses on such securities are based on the
change in the market value of the assets from the beginning to the end of the fiscal year. Realized
gains or losses are based on the change in the market value of the assets from the beginning of the
fiscal year to the date of sale.

Investments are exposed to various risks, such as interest rates, market and credit risks. Due to the
level of risk associated with certain investments, it is at least reasonably possible that changes in the
values of investments will occur in the near term and that such changes could materially affect the
Organization and the amounts reported in the statement of activities.

Contributions Receivable

Contributions receivable represents amounts promised by sponsor benefactors reflecting
unconditional promises to give, net of allowance for doubtful accounts. The allowance is evaluated by
management based on existing economic conditions and historical relationships with the sponsors.
Management closely reviews its outstanding receivables and follows up on a timely basis for all
delinquent amounts. Accounts are written off when management deems contributions uncollectible.
For the year ending August 31, 2025 an allowance for doubtful accounts was not deemed necessary.

Contributions receivable that are expected to be collected within one year are recorded at net realizable
value. Unconditional promises to give that are expected to be collected in future years are recorded at
the present value of their estimated future cash flow. Amortization of the discounts is included in
contribution revenue. Conditional promises to give — that is those with a measurable performance or
other barrier and a right of return — are not recognized until the conditions on which they depend on
have been met. There were no conditional promises to give for the year ending August 31, 2025.

9.



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 1 — Nature of Operations and Summary of Significant Accounting Policies (cont.)

Property and Equipment

Property and equipment are recorded at cost or at the estimated fair value at the date of gift, if donated.
Purchases of property and equipment in excess of $500 with a useful life of greater than one year are
capitalized. Depreciation is being provided on the straight-line method over the estimated useful lives
of the assets over 5 years. The cost of maintenance and repairs is charged to expenses as incurred.

Depreciation expense for the year ended August 31, 2025 was $4,490.

Donated Services and In-Kind Contributions

Contributions of services are required to be recognized if the services received (a) create or enhance
non-financial assets or (b) require specialized skills, are provided by individuals possessing those
skills, and would typically need to be purchased if not provided by donation. Donated legal services
are measured at fair value using the standard hourly rates customarily charged for similar services.
Such services support the Organization’s general and administrative activities. For the year ended
August 31, 2025, the Organization recognized $11,085 of pro bono legal services, measured at fair
value based on standard hourly rates and included in management and general expenses. The
Organization did not receive any donor-imposed restrictions associated with these contributed
services.

In addition to receiving cash contributions, the Organization may receive in-kind contributions from
various donors. It is the policy of the Organization to record the estimated fair market value of certain
in-kind donations as an expense in its financial statements and similarly increase donation revenue by
a like amount. There were no in-kind contributions during the year ended August 31, 2025.

Support and Revenue

The Organization reports gifts of cash and other assets as 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, net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restrictions. It is the Organization’s policy to immediately
liquidate donations of common stock.

The Organization reports gifts of land, buildings, and equipment as without donor restriction support
unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived
assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other
assets that must be used to acquire long-lived assets are reported as restricted support. Absent explicit
donor stipulations regarding how long those long-lived assets must be maintained, the Organization
reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in
service. During the year ending August 31, 2025 no such gifts of land, buildings, or equipment were
received.

-10-



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 1 — Nature of Operations and Summary of Significant Accounting Policies (cont.)

Deferred Revenue
Deferred revenue consists of amounts received for future events and will be recognized when the event
occurs.

Special Event Revenue

Special event revenue includes amounts received from ticket sales, sponsorships, auctions, and
donations associated with the event. Revenue from special events is evaluated to determine whether it
represents an exchange transaction under ASC 606, Revenue from Contracts with Customers, or a
contribution under ASC 958-605, Not-for-Profit Entities — Revenue Recognition.

Revenue derived from benefits provided to attendees, such as meals, entertainment, or other goods
and services, is considered an exchange transaction and is recognized at the point in time when the
event occurs. The transaction price is allocated to the performance obligations based on their relative
standalone selling prices. Amounts received in excess of the fair value of the benefits provided, or
donations where no tangible benefits are provided to the donor, are considered contributions and are
recognized as revenue when the event occurs. The fair value of direct benefits to donors is deducted
from special event revenue and reported separately in the statement of activities.

Leases

The Organization determines if an arrangement is a lease at inception. Operating leases are included
in right-of-use (“ROU”) assets — operating leases and operating lease liability in the statement of
financial positions. ROU assets represent the Organization’s right to use an underlying asset for the
lease term and lease liabilities represent the Organization’s obligation to make lease payments arising
from the lease. ROU assets and liabilities are recognized at the lease commencement date based on
the present value of lease payments over the lease term. Lease terms may include options to extend or
terminate the lease when it is reasonably certain that the Organization will exercise that option.

Lease expense for operating lease payments are recognized on a straight-line basis over the lease term.
The Organization has elected to recognize payments for short-term leases with a lease term of 12
months or less as an expense as incurred and these leases are not included as lease liabilities or right
of use assets on the statement of financial position. The Organization also used the practical expedient
to not separately allocate lease and non-lease components.

When individual lease contracts do not provide information about the discount rate implicit in the
lease, the Organization has elected to use a risk-free discount rate determined by using a period
comparable with that of the lease term for computing the present value of lease liabilities. The lease
liability includes free rent and future lease incentives from the landlord. The value of a lease is
reflected in the valuation if it is reasonably certain management will exercise an option to extend or
terminate a lease.

-11-



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 1 — Nature of Operations and Summary of Significant Accounting Policies (cont.)

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a functional
basis in the Statement of Activities and the Statement of Functional Expenses. Accordingly, certain
costs have been allocated among the programs and supporting services benefited.

Directly identifiable expenses are charged to the specific program or supporting service. Expenses
related to more than one function are allocated to program expenses and supporting services on the
basis of periodic time and expense reviews made by management. The expenses that are allocated
include depreciation and occupancy, as well as salaries and benefits which are all allocated on the
basis of estimates of time.

Comparative Information

The financial statements include certain prior-year summarized information in total but not by net
asset class. Such information does not include sufficient detail to constitute a presentation in
conformity with Generally Accepted Accounting Principles. Accordingly, such information should
be read in conjunction with the Organization’s audited financial statements for the year ended August
31, 2024, from which the summarized information was derived.

Subsequent Events

Generally Accepted Accounting Principles establish general standards of accounting for, and
disclosure of, events that occur after the balance sheet date but before financial statements are issued
or are available to be issued. The Organization has evaluated subsequent events through April 30,
2026, which is the date the financial statements were available to be issued. No subsequent events
have been identified that are required to be disclosed as of that date.

Note 2 — Financial Assets and Liquidity Resources

The Organization regularly monitors the availability of resources required to meet its operating needs
and other contractual commitments. For purposes of analyzing resources available to meet general
expenditures over a 12-month period, the Organization considers all expenditures related to its
ongoing activities of education and outreach, research and technical, and market as well as the conduct
of services undertaken to support those activities to be general expenditures.

In addition to financial assets available to meet general expenditures over the next 12 months, the

Organization operates with a balanced budget and anticipates collecting sufficient revenue to cover
general expenditures not covered by donor-restricted resources.

-12-



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 2 — Financial Assets and Liquidity Resources (cont.)

As of August 31, 2025, financial assets and liquidity resources available within twelve months for
general expenditure, such as operating expenses, were as follows:

Financial assets at year-end

Cash and equivalents $ 638,387
Certificates of deposit 460,802
Investments 1,347,661
Accounts receivable, current 217,289
Prepaid Expenses 13,960
Total financial asset, at year-end 2,678,099

Less amounts not available to be used within one year:
Restricted by donor with time or purpose restrictions

greater than one year (255,808)
Endowments restricted with purpose and perpetuity (1,357,057)
Board designated endowment fund (125,686)
Financial assets available to meet cash need for
general expenditures within one year $ 939,548

Note 3 — Investments and Investment Return

At August 31, 2025 , the aggregate amounts of investments by major type recorded at fair value were
as follows:

Fair Market
Value Cost
Equity Funds $ 862,405 $ 434,208
Fixed Income Funds 438,682 455,875
Alternative Funds 46,574 24,014
Total Investments $ 1,347,661 $ 914,097

The following summarizes the investment return for the year ending August 31, 2025 and its
classification on the Statement of Activities:

Interest and dividends $ 62,401
Net realized gains 74,752
Net unrealized gains 18,245

Net nvestment income $ 155,398

-13-



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 4 — Fair Value Measurements

Generally Accepted Accounting Principles defines fair value as the price that would be received for
an asset or paid to transfer a liability (an exit price) in an orderly transaction between market
participants on the measurement date. These standards also establish a fair value hierarchy which
requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value. The fair value of the Organization’s investments in certain
alternative funds is determined using the net asset value (NAV) per share and are not included in the
valuation hierarchy. The standard describes three levels of input that may be used to measure fair
value:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the
entity has the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices for
similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data.

Level 3: Valuation derived from valuation techniques, in which one or more significant inputs are
unobservable.

In determining the appropriate levels, the Organization performs a detailed analysis of the assets and
liabilities that are subject to ASC Topic, Fair Value Measurements and Disclosures.

The Organization assesses the levels of investments at each measurement date, and transfers between
levels are recognized on the actual date of the event of change in circumstances that caused the transfer
in accordance with the Organization's accounting policy regarding the recognition of transfers between
levels of the fair value hierarchy. For the period ended August 31, 2025, there were no such transfers.
The following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used for the period ended August 31, 2025.

Mutual Funds: (Equity, alternative, and fixed income funds) are valued at the closing price
reported on the active market on which the individual funds are traded.

The preceding approach described might produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, although PILI believes its
valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

-14-



PUBLIC INTEREST LAW INITIATIVE
NOTES TO FINANCIAL STATEMENTS
August 31, 2025

Note 4 — Fair Value Measurements (cont.)

Assets Measured on a Recurring Basis

Assets measured at fair value on a recurring basis are summarized below as of August 31, 2025:

Description Level 1 Level 2 Level 3 Total

Equity Funds $ 862,405 S - $ - $ 862,405
Fixed Income Funds 438,682 - - 438,682
Alternative Funds 46,574 - - 46,574
Total Investments $ 1,347,661  $ - $ - $ 1,347,661

Note 5 — Net Assets with donor restrictions

Net assets with donor restrictions for the year ended August 31, 2025 are restricted for the following
purposes:

Endowment $ 1,357,057
Internships 231,808
Pro Bono referral project 11,085
Future periods 24,000
Total net assets with donor restrictions $ 1,623,950

Note 6 — Endowment Funds

PILI received two initial endowments, from the Francis Beidler Foundation to establish the Alfred C.
Tisdahl, Jr. Internship in Public Interest Law Initiative Endowment Fund and from the estate of
Florence E. Miller. The stipulations of the Alfred C. Tisdahl, Jr. Internship in Public Interest Law
Initiative Endowment Fund and gift received from the estate of Florence E. Miller dictate the income
therefrom to be used to fund Internships for law students attending law school in the United States of
America. The will of Florence E. Miller recognizes that the principal of the funds may be invested
from time to time in a manner that generates little or no income as defined in the Illinois Principal and
Income Act. Accordingly, in the event that annual income is less than five percent of the value of the
principal fund, then principal may be used to the extent necessary to make up the shortfall in income
so that five percent of the fund is available each year for Internships. PILI drew down and transferred
$150,792 in the fiscal year 2025 for named internships.

In the fiscal year end 2021, PILI received a gift without restriction from a former board member who
wished to remain anonymous that was used in conjunction with excess funds from PILI to establish
the Pro Bono Program Endowment Fund which is considered a board designated endowment fund
without donor restriction. The gift was made in honor of former PILI board member and president
Thomas Nicholson. The purpose of the Pro Bono Program Endowment Fund is to sustain and grow
PILI’s Pro Bono Program. Initially, PILI intends to grow the principal before investing the funds in
order to generate sufficient annual income to be used to support PILI’s Pro Bono Program on an annual
basis. The PILI Board of Directors intends to establish an investment policy to direct the use of these
funds once invested.
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Note 6 — Endowment Funds (cont.)

In August 2008, the Financial Accounting Standards Board issued Staff Position FSP FASB ASC 958,
Endowments of Not-for Profit Organizations: Net Asset Classification of Funds Subject to an Enacted
Version of the Uniform Prudent Management of Institutional Funds Act, and Enhanced Disclosures
for All Endowment Funds ("FSP FASB ASC 958"). This standard provides guidance on classification
of donor-restricted endowment funds for a not-for-profit organization that is subject to an enacted
version of the Uniform Prudent Management of Institutional Funds Act of 2006 ("UPMIFA") and
provides other disclosures about an organization's endowment funds.

The Organization classifies as permanently restricted net assets (a) the original value of the funds
donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment, and (c) accumulations of the permanent endowment made in accordance with the
direction of the applicable donor gift instrument at the time the accumulation is added to the funds.
The remaining portion of the donor-restricted endowment fund not classified in permanently restricted
net assets would be classified as temporarily restricted net assets until those amounts were approved
for expenditure by the Organization in a manner consistent with the standard of prudence prescribed
by UPMIFA.

In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

1)  The duration and preservation of the endowment,

2)  The purposes of the Organization and the donor-restricted endowment,
3)  General economic conditions,

4)  The possible effect of inflation and deflation,

5)  The expected total return from income and appreciation of investments,
6)  Other resources of the Organization,

7)  The investment policies of the Organization.

As provided by UPMIFA, its guidelines for expenditure of a donor-restricted endowment funds apply
in the absence of overriding, explicit donor stipulations. Specific provisions of donor gift instruments
will take precedence over the general default provisions of UPMIFA, and these have been specified
in the first paragraph of this note.

Description of the Organization's Endowment Spending Policy

PILI’s Board of Director’s endowment spending policy provides that the changes in realized and
unrealized value of investments are restricted, and interest and dividend income is to be available to
be spent as unrestricted funds per the terms of the donor instrument gifts referenced above.
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Note 6 — Endowment Funds (cont.)

Description of the Organization's Investment Policies

The Endowment is invested in cash and the investments described in Note 4, with the objective of
maintaining and improving the real purchasing power of the permanent endowment above and beyond
the income necessary to fund the Internships prescribed by the initial endowment. It relies on a total
return strategy in which investment returns are achieved through both capital appreciation (realized
and unrealized) and current yield (interest and dividends). Actual returns may vary.

Endowment net asset composition by type of funds as of August 31, 2025:

With Donor Restrictions

Temporary Perpetual
Without Donor Donor Donor
Restrictions Restrictions Restrictions Total
Donor-Restricted Endowment Funds:
Donor-restricted $ - $ 575240 $ 781817 $ 1,357,057
Board designated 125,686 - - 125,686
Total Funds $ 125,686 $ 575240 $ 781817 $ 1482743
With Donor Restrictions
Temporary Perpetual
Without Donor Donor Donor
Restrictions Restrictions Restrictions Total
Endowment net assets beginning of year $§ 120,682 $ 583,130 $ 781817 $ 1,485,629
Investment return
Investment income, net of fees 5,004 35,773 - 40,777
Realized and unrealized gains
in fair value of mvestments - 92,997 - 92,997
Contributions - 14,132 - 14,132
Net transfers of drawdown to
cover internships - (150,792) - (150,792)
Endowment net assets, end of year $ 125686 $ 575240 $ 781817 $ 1,482,743
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Note 7 — Operating Leases

PILI entered into a rental agreement for office space in February 2020 under a 7-year and 7-month,
non-cancellable operating lease, which expires August 31, 2027, with lease payments commencing in
July 2020. The Organization has provided the landlord with a security deposit of $7,668 per the rental
agreement. PILI is also responsible for its share of common area maintenance costs and real estate
taxes. The landlord provided a credit for seven months of rent per the lease. This lease falls under
ASC 842 as an operating lease.

Operating right-of-use (“ROU”) assets and lease liabilities as of August 31, 2025 are as follows:

Operating lease right-of-use assets $ 207917
Accumulated amortization (120,048)
Net operating lease right-of-use assets $ 87,869
Current operating lease liabilities $ 48,307
Noncurrent operating lease liabilities 50,335
Total operating lease liabilities $ 98,642

Rental expense for this lease, included in the Statement of Activities for the year ended August 31,
2025, was $49,500. The components are as follows:

Operating lease cost $ 45,556
Variable lease cost 3,944
Total lease cost $ 49,500

The following summarizes the weighted average remaining lease term and discount rate as of August
31, 2025:

Weighted-average remaining lease term (years)

Operating leases 2.0
Weighted-average discount rate
Operating leases 3.39%

The following summarizes cash flow information related to the lease for the year ended August 31,
2025:

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases $ 49,061
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Note 7 — Operating Leases (cont.)

The maturities of operating lease liabilities are as follows for the years ending August 31:

2026 $ 50,765
2027 51,120
Total future undiscounted lease payments 101,885
Less: interest (3,243)
Present value of lease liabilities $ 98,642

Note 8 — Employee 403(b) Plan

The Organization sponsors a defined contribution 403(b) plan for its employees. Eligible employees
are responsible for their investment in the plan and may make elective deferrals of their compensation,
on a pre-tax basis, to the plan. PILI contributes five percent of eligible employees’ salaries into the
plan. The Organization’s contributions to the Plan for the year ended August 31, 2025 was $32,083.
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