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INDEPENDENT AUDITOR’S REPORT

To the Executive Committee and Management
Birmingham Bar Association

We have audited the accompanying consolidated financial statements of the Birmingham Bar Association
(a nonprofit organization), which comprise the consolidated statement of financial position as of 
November 30, 2017, and the related consolidated statements of activities and cash flows for the year then 
ended, and the related notes to the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Birmingham Bar Association as of November 30, 2017, and the changes in its net 
assets and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America.
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The statement of functional expenses on page 5 is presented for purposes of additional analysis 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 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.

Borland Benefield, P.C.
Birmingham, Alabama
August 10, 2018



Assets

Cash and cash equivalents 304,997$         
Investments 634,382
Accounts receivable, net 11,510
Prepaid expenses 18,115             
Note receivable 120,100
Furniture and equipment, net 359,238

Interest in trust 478,246           

Total Assets 1,926,588$      

Liabilities and Net Assets

Liabilities 

Accounts payable 31,704$           

Total Liabilities 31,704             

Net Assets 
Unrestricted 1,246,947

Temporarily restricted 647,937           

Total Net Assets 1,894,884        

Total Liabilities and Net Assets 1,926,588$      

As of November 30, 2017
Consolidated Statement of Financial Position

BIRMINGHAM BAR ASSOCIATION

See accompanying notes to financial statements
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Temporarily 
Unrestricted Restricted Total

Support and Revenue

Membership fees 472,780$         69,355$           542,135$         
Conference and event 50,106 -                       50,106             
Contributions 23,612 -                       23,612             
Continuing education 23,393 -                       23,393             
Tenant income 22,141 -                       22,141             
Pictorial income 13,665 -                       13,665             
Investment income 57,000 -                       57,000             
Gain on interest in trust -                       61,770 61,770             
Miscellaneous 15,304 -                       15,304             
Net assets released from restrictions for

satisfaction of program restrictions 103,296           (103,296)          -                       

Total Support and Revenue 781,297           27,829             809,126           

Expenses

Program Services
Bar activities 547,773           -                       547,773           

Supporting services

Management and general 258,398           -                       258,398           

Total Expenses 806,171           -                       806,171           

Change in Net Assets (24,874)            27,829             2,955               

Net Assets, Beginning of Year 1,271,821        89,270             1,361,091        

Prior Period Adjustment -                       530,838           530,838           

Net Assets, Beginning of Year (restated) 1,271,821        620,108           1,891,929        

Net Assets, End of Year 1,246,947$      647,937$         1,894,884$      

BIRMINGHAM BAR ASSOCIATION

For the Year Ended November 30, 2017
Consolidated Statement of Activities

See accompanying notes to financial statements
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Bar Activities

Management        

& General Total

Functional Expenses 

Salaries 202,690$         67,563$           270,253$         
Sections 52,944             -                       52,944             
Member activities 52,280             -                       52,280             
Conferences and meetings 51,666             -                       51,666             
Utilities 13,536             36,996             50,532             
Occupancy 12,600             37,800             50,400             
Gifts 45,926             -                       45,926             
Facilities 1,430               40,824             42,254             
Special programs and projects 38,110             -                       38,110             
Depreciation 7,172               21,516             28,688             
Property tax 5,722               17,167             22,889             
Payroll taxes 14,789             4,930               19,719             
Employee benefits 11,399             3,800               15,199             
Professional fees 7,010               6,263               13,273             
Continuing education 11,679             -                       11,679             
Information technology 4,546               4,546               9,092               
Insurance 2,877               5,154               8,031               
Postage 3,082               3,082               6,164               
Printing and publications 3,981               1,431               5,412               
Office supplies 2,407               2,407               4,814               
Service charges -                       4,716               4,716               

Miscellaneous 1,927               203                  2,130               

Total Functional Expenses 547,773$         258,398$         806,171$         

BIRMINGHAM BAR ASSOCIATION

For the Year Ended November 30, 2017
Consolidated Statement of Functional Expenses

See accompanying notes to financial statements
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Cash Flows from Operating Activities

Change in net assets 2,955$             
Adjustments to reconcile change in net assets to net cash provided by
   operating activities:

Depreciation 28,688
Net unrealized and realized (gain)/loss on investments (91,485)            

Changes in operating assets and liabilities:
Accounts receivable 2,600               
Prepaid expenses (11,149)            

Accounts payable 14,889             

Net Cash (Used) by Operating Activities (53,502)            

Cash Flows from Investing Activities
Purchase of investments (204,319)          
Proceeds from sale of investments 381,851           

Purchases of furniture and equipment (219,123)          

Net Cash (Used) by Investing Activities (41,591)            

Net Decrease in Cash and Cash Equivalents (95,093)            

Cash and Cash Equivalents, Beginning of Year 400,090           

Cash and Cash Equivalents, End of Year 304,997$         

BIRMINGHAM BAR ASSOCIATION

Consolidated Statement of Cash Flows 
For the Year Ended November 30, 2017

See accompanying notes to financial statements
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BIRMINGHAM BAR ASSOCIATION

Notes to Financial Statements
For the Year Ended November 30, 2017

See independent auditor’s report
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Note 1 – Nature of Activities

The Birmingham Bar Association (the Association), is an Alabama nonprofit organization operating for the 
purposes of maintaining the honor and dignity of the legal profession; elevating the standard of integrity, 
honor and courtesy in the legal profession; furthering the legal education of its members; cultivating a 
spirit of collegiality and camaraderie among its members; promoting due administration of justice; 
exercising a constructive influence among members of the legal profession and upon the life of the 
community; and facilitating the administration of justice.

Note 2 – Significant Accounting Policies

Reporting Entity – The financial statements include the accounts of the Association and the Birmingham 
Bar Association Aid Trust (the Trust). The Trust was established by the Association in 1955 to aid 
members or former members of the Association who, because of age, health, or other circumstance are 
in serious need of financial assistance. The Association has the direct ability to appoint all trustees of the 
Trust and those trustees may seek and rely upon the advice of the executive committee appointed by the 
president of the Association in determining to whom and upon what conditions grants and loans are 
distributed from the Trust. Accordingly, the accounts of the Trust have been consolidated herein, as 
required by generally accepted accounting principles. The Association has no economic interest in the 
Trust’s assets as they are only to be used to carry out the purposes and functions of the Trust. 

Basis of Accounting – The financial statements of the Association have been prepared on the accrual 
basis of accounting and, accordingly, reflect all significant receivables, payables, and other liabilities.

Basis of Presentation – Revenues are classified based on the presence or absence of donor restrictions 
and reported in the following net asset categories:

 Unrestricted net assets are resources available to support operations. The only limits on the use
of unrestricted net assets are the broad limits resulting from the nature of the Association and the
environment in which it operates.

 Temporarily restricted net assets are resources that are restricted by a donor for use for a
particular purpose or in a particular future period.

 Permanently restricted net assets are resources whose use is limited by donor-imposed
restrictions that neither expire by being used in accordance with a donor’s restriction nor by the
passage of time.

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 disclosures or 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 could differ from those estimates.

Cash and Cash Equivalents – The Association considers all highly liquid investments with an initial 
maturity of three months or less to be cash equivalents unless the investments are held in money market 
accounts for purchasing investment securities. Restricted cash and cash equivalents are related to 
membership dues and funds raised by the various Sections of the Association to fund their respective 
individual Section activities. 



BIRMINGHAM BAR ASSOCIATION

Notes to Financial Statements (continued)
For the Year Ended November 30, 2017

Note 2 – Significant Accounting Policies (continued)

Investments – The Association carries investments in marketable securities with readily determinable fair 
values and all investments in debt securities at their fair values in the Statement of Financial Position. 

Unrealized gains and losses are included in the change in net assets in the accompanying Statement of 
Activities. The fair values of investments are based on quoted market prices.

Accounts Receivable – Receivables are stated net of an allowance for doubtful accounts, which is based 
on prior experience and management’s assessment of the collectability of existing specific accounts. At 
November 30, 2017, allowance for doubtful accounts was stated at $21,165.

Furniture and Equipment – Furniture and equipment is carried at cost, with the exception of donated 
equipment, which is recorded at fair market value at date of gift. Depreciation is calculated using the 
straight-line method over each asset’s estimated useful life of 5 to 39 years. When assets are retired or 
otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts, 
and any resulting gain or loss is recognized. The cost of maintenance and repairs is expensed as 
incurred; significant renewals and betterments are capitalized. The capitalization threshold is $5,000 for 
additions to buildings and newly purchased furniture and equipment. It is $2,500 for additions to 
equipment.

Contributions – Contributions are recognized when the donor makes an unconditional commitment to give 
to the Association. Contributions that are restricted by the donor are reported as increases in temporarily 
restricted net assets and transferred to unrestricted net assets when the restriction expires or the 
condition is met.

Membership Dues – Member dues are assessed annually and recognized as revenue in the year to 
which they apply. 

Functional Expenses – Expenses have been allocated by function among program and supporting 
services classifications based upon direct expenditures and estimates made by the Association’s 
management. Fundraising expenses were minimal during 2017 and are included in management and 
general expenses.

Income Taxes – The Association is exempt from income taxes under Internal Revenue Code Section 
501(c)(6), except to the extent it has taxable income from businesses that are not related to its exempt 
purpose. No income taxes resulted from unrelated business income for 2017.

The Association has implemented the provisions of FASB ASC Topic 740, Accounting for Uncertainty in 
Income Taxes. As of November 30, 2017, the Association had no uncertain tax positions that qualify for 
disclosure in the financial statements. The Association files an annual Form 990 with the Internal 
Revenue Service, and its tax return for the year 2014 and subsequent years remain subject to 
examination by tax authorities.

Recent Pronouncements - On August 18, 2016, the FASB issued ASU No. 2016-14, Not-for-Profit Entities 
(Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. The new guidance simplifies 
and improves how not-for-profit entities classify net assets as well as the information presented in 
financial statements and notes about liquidity, financial performance and cash flows. The provisions of the 
update are effective for annual financial statements issued for fiscal years beginning after December 15, 
2017.

See independent auditor’s report
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BIRMINGHAM BAR ASSOCIATION

Notes to Financial Statements (continued)
For the Year Ended November 30, 2017

See independent auditor’s report
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Note 2 – Significant Accounting Policies (continued)

In February 2016, the FASB issued a new leasing standard in ASU 2016-02 (“Topic 842” or “the new 
standard”) for both lessees and lessors. Under its core principle, a lessee will recognize right-to-use 
(“ROU”) assets and related liabilities on the balance sheet for all arrangements with terms longer than 12 
months. The pattern of expense recognition in the income statement will depend on a lease’s 
classification. The provision of this update are effective for fiscal years beginning after December 15, 
2018. Management is evaluating the new accounting pronouncements and its applicability to the 
Association.

Note 3 – Cash

The Association maintains its cash in bank deposit accounts, which may at times exceed FDIC limits. At 
November 30, 2017, cash balances did not exceed FDIC coverage.

Note 4 – Investments

Investments are stated at fair value and consist of publicly traded mutual funds (all Level 1). Summaries 
of investments by cost and estimated fair value were as follows at November 30, 2017:

Cost Fair Value

Mutual funds 597,580$       634,382$       

The following schedule summarizes the investment return and its classification in the Statement of 
Activities for the year ended November 30, 2017:

Dividends and interest 12,252$         

Net unrealized gains/(losses) 46,111            

Net realized gains/(losses) (1,363)            

  Total Investment Return 57,000$         

Assets in investment accounts are protected from custodial credit risk by SIPC up to $500,000, of which 
$250,000 may be cash. At November 30, 2017, the investment balance exceeded SIPC limits. The 
Association has not experienced as losses as a result.

Note 5 – Fair Value Measurements

FASB ASC 820-10-50 establishes 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 standard 
describes three levels of inputs 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.



BIRMINGHAM BAR ASSOCIATION

Notes to Financial Statements (continued)
For the Year Ended November 30, 2017

See independent auditor’s report
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Note 5 – Fair Value Measurements (continued)

 Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions about
the assumptions that market participants would use in pricing an asset or liability.

The fair values of assets measured on a recurring basis at November 30, 2017, were as follows:

Quoted Prices
in Active Markets Significant Significant

Total Fair for Identical Unobservable Unobservable
Value Assets (Level 1) Inputs (Level 2) Inputs (Level 3)

Mutual funds 634,382$         634,382$            -$ -$

Note 6 – Furniture and Equipment

Furniture and equipment at November 30, 2017 consisted of the following:

Furniture and equipment 263,527$       

Leashold improvements 267,569         

  Total 531,096         

Less: Accumulated depreciation (171,858)        

  Furniture and Equipment, net 359,238$       

Depreciation expense for the year ended November 30, 2017 was $28,688.

Note 7 – Interest in Trust

The Birmingham Bar Association Aid Trust was established by the Executive Committee of the 
Association. The Trust holds a tax exempt status under Section 501(c)(3) of the U.S. Internal Revenue 
Code. There are four trustees, three of which who are members of the Association, elected annually by 
the Executive Committee of the Association. The fourth trustee is a corporation or association duty 
chartered under Federal or State law. The corporate trustee has custody and control of all investments 
and is responsible for maintaining financial records of the Trust. The Trust is a separate entity and is 
treated as such for tax reporting purposes. Investments held in the Trust are stated at fair value and 
consist publicly traded equities and bonds (all Level 1). Summaries of investments by cost and estimated 
fair value were as follows at November 30, 2017:

Cost Fair Value

Cash/money market 15,697$         15,697$         

Bonds 229,622         230,443         

Equities 197,870         232,106         

  Total 443,189$       478,246$       



BIRMINGHAM BAR ASSOCIATION

Notes to Financial Statements (continued)
For the Year Ended November 30, 2017

Note 7 – Interest in Trust (continued)

The following schedule summarizes the investment return and its classification in the Statement of 
Activities for the year ended November 30, 2017:

Dividends and interest 15,033$         

Net unrealized gains/(losses) 32,907            

Net realized gains/(losses) 13,830            

  Total Investment Return 61,770$         

Changes in fair value and other activity of the Trust have been included in temporarily restricted net 
assets. The fair values of the Trust measured on a recurring basis at November 30, 2017, were as 
follows:

Quoted Prices
in Active Markets Significant Significant

Total Fair for Identical Unobservable Unobservable
Value Assets (Level 1) Inputs (Level 2) Inputs (Level 3)

Cash/money market 15,697$           15,697$ -$ -$

Bonds 230,443           230,443 - -
Equities 232,106           232,106 - -

   Total 478,246$         478,246$             -$ -$

Note 8 – Restricted Net Assets

Temporarily restricted net assets consist of cash related to membership dues and funds raised by the 
various Sections of the Association and the corpus and income of investments held in the Trust. The cash 
balances of each Section are restricted for that Section’s use and are not available for any other activity 
of the Association. Corpus and income of the Trust are restricted for the purpose and function of the Trust 
for which it was established as described in Note 2. Temporary restricted net assets were $647,937 at 
November 30, 2017.

Note 9 – Note Receivable

The Birmingham Bar Foundation (the Foundation) is a separate entity for both tax and financial reporting 
purposes. The Association has advanced certain amounts to the Foundation to provide for its operations 
with no definite terms of repayment. The balance payable to the Association at November 30, 2017 was 
$120,100, which is reported as note receivable in the accompanying financial statements. The 
Foundation also owns the building that the Association leases. See Note 11.

Note 10 – Retirement Plan

The Association maintains a defined contribution retirement plan as defined under Section 401(k) of the 
U.S. Internal Revenue Code covering substantially all employees after one year of regular, full-time 
employment. Under the plan, employees contribute a specified percentage of their salary, or a fixed dollar 
amount, to the plan. The Association contributes a matching contribution equal to the employee’s 
contribution limited to a fixed percentage of the employee’s salary for the fiscal year. The Association’s 
contribution was $13,878 for 2017.

See independent auditor’s report
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BIRMINGHAM BAR ASSOCIATION

Notes to Financial Statements (continued)
For the Year Ended November 30, 2017

Note 11 – Operating Leases

The Association leases a building from the Birmingham Bar Foundation under a non-cancelable operating 
lease expiring November 2020. Base rent per terms of the agreement are $50,400 per year with a clause 
that the Association must allocate an additional $7,200 per year during the lease term for building 
improvements. 

The Association also leases office equipment under a non-cancelable operating lease expiring June 
2019. Rental payments are $2,304 per year. 

Future minimum rental and improvement payments due under the leases are as follows:

2018 59,634$         

2019 58,787           

2020 57,600           

176,021$       

A portion of the leased space is subleased to an unaffiliated not-for-profit organization on a month to 
month basis. For 2017, lease expense amounted to $59,634 and rental income under the sublease was 
$18,956.

Note 12 – Prior Period Adjustment

Cash accounts and related activity of the Young Lawyers Section, Women Lawyers Section, and Solo 
Practice/Small Firm Section were created in prior years under the name and federal EIN of the 
Association. The 2017 cash balances and related activity have been included in these financial 
statements. A prior period adjustment has been reported to include the previously unreported activity.

The Association holds a controlling financial interest in the Birmingham Bar Association Aid Trust. The 
Trust has been consolidated into the 2017 financial statements. In previous years, the financial 
statements were not consolidated. A prior period adjustment has been reported to include the Trust’s 
previously unreported activity.

The effect of these changes is presented below:

Temporarily 
Restricted

December 1, 2016 net assets 89,270$

Section accounts recorded 64,141
Trust accounts recorded 466,697

December 1, 2016 net assets (restated) 620,108$             

Note 13 – Subsequent Events

Management has evaluated subsequent events through August 10, 2018, the date the financial 
statements were available to be issued, and identified no further significant events or transactions to 
disclose.

See independent auditor’s report
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