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INDEPENDENT AUDITOR’S REPORT 
 
 
National Executive Committee 
American Legion Auxiliary National Headquarters and  
American Legion Auxiliary Foundation, Inc. 
Indianapolis, Indiana 
 
Report on the Consolidated Financial Statements 
 

We have audited the accompanying consolidated financial statements of the American Legion 
Auxiliary National Headquarters and the American Legion Auxiliary Foundation, Inc. (collectively 
referred to as the “Organization”), which comprise the consolidated statements of financial 
position as of September 30, 2020 and 2019, and the related consolidated statements of activities 
and changes in net assets, functional expenses, and cash flows for the years then ended, and 
the related notes to the consolidated financial statements.   

 
Management’s Responsibility for the Consolidated Financial Statements  

 
Management is responsible for the preparation and fair presentation of these consolidated 

financial statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of the consolidated 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 consolidated 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 audit to 
obtain reasonable assurance about whether the consolidated financial statements are free from 
material misstatement. 

 
An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the consolidated financial statements.  The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of material misstatement of the 
consolidated 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 consolidated 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 consolidated financial statements.   
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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 consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of the American Legion Auxiliary National Headquarters 
and the American Legion Auxiliary Foundation, Inc. as of September 30, 2020 and 2019, and the 
results of its changes in net assets, functional expenses, and cash flows for the years then ended, 
in conformity with accounting principles generally accepted in the United States of America. 

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial 
statements as a whole.  The supplementary information on pages 32 to 35 is presented for 
purposes of additional analysis and is not a required part of the consolidated 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 consolidated financial 
statements.  The information has been subjected to the auditing procedures applied in the audit 
of the consolidated financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to 
prepare the consolidated financial statements or to the consolidated 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 consolidated financial statements as a whole.   

February 3, 2021 



See accompanying Notes to Consolidated Financial Statements. 
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 
 

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
SEPTEMBER 30, 2020 AND 2019 

 
 
 

2020 2019

Assets:
Cash and cash equivalents 1,615,812$     1,246,149$     
Investments 37,972,186 34,441,518
Investments - PUFL 4,232,292 4,051,055
Prepaid expenses 109,837          162,664          
Property and equipment, net 2,772,183       2,734,781       
Other assets 48,578            121,215          

Total assets 46,750,888$   42,757,382$   

Liabilities:
Accounts payable 606,644$        606,810$        
Accrued expenses 275,272 189,318
Accrued scholarships 127,500 87,000
Deferred revenue - dues 2,954,169       3,026,187       
Deferred revenue - PUFL 4,106,929       3,923,051       
Deferred revenue - other 5,000              34,285            
Liability for pension benefits (Note 12) 1,349,919       1,480,167       
Note payable 566,500          -0-                  

Total liabilities 9,991,933       9,346,818       

Net Assets:
Without donor restriction 34,903,397     31,957,032     
With donor restriction 3,493,513       3,115,033       

Total net assets before accumulated other
     comprehensive loss 38,396,910     35,072,065     

Accumulated other comprehensive loss (Note 12 and 19) (1,637,955)      (1,661,501)      

Total net assets 36,758,955     33,410,564     

      Total liabilities and net assets 46,750,888$   42,757,382$   

ASSETS

LIABILITIES AND NET ASSETS

 



See accompanying Notes to Consolidated Financial Statements. 
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 
YEAR ENDED SEPTEMBER 30, 2020 

(WITH COMPARATIVE TOTALS FOR 2019) 

Without Donor With Donor 2020 2019
Restrictions Restrictions Total Total

Revenue and Support:
Contract revenues

Membership dues 6,571,753$      -0-$              6,571,753$      6,368,414$      

Non-contract revenues:
Contributions 662,146           802,737           1,464,883        1,644,644        
Advertising 236,846           -0- 236,846           283,426           
Other 407,836           -0- 407,836           664,816           

1,306,828        802,737           2,109,565        2,592,886        

Total revenue and support 7,878,581        802,737           8,681,318        8,961,300        

Net Assets Released From Donor Restrictions 609,693           (609,693) -0- -0- 

8,488,274        193,044           8,681,318        8,961,300        

Expenses:
Member and department support services 3,772,795        -0- 3,772,795        4,783,752        
Youth and education services 688,052           -0- 688,052           892,838           
Veterans and military families programs 780,884           -0- 780,884           669,860           

Total program services 5,241,731        -0- 5,241,731        6,346,450        
Management and general 1,652,036        -0- 1,652,036        1,616,428        
Fundraising 1,182,671        -0- 1,182,671        763,420           

Total expenses 8,076,438        -0- 8,076,438        8,726,298        

Change in net assets from operations 411,836           193,044           604,880           235,002           

Investment Income, Net of Expenses 2,534,529        185,436           2,719,965        799,247           

Change in net assets 2,946,365        378,480           3,324,845        1,034,249        

Net Assets Before Accumulated Other
Comprehensive Loss, Beginning of Year 31,957,032      3,115,033        35,072,065      34,037,816      

Net Assets Before Accumulated Other
Comprehensive Loss, End of Year 34,903,397$    3,493,513$      38,396,910$    35,072,065$    



See accompanying Notes to Consolidated Financial Statements. 
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 
 

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS 
YEAR ENDED SEPTEMBER 30, 2019 

 
 
 

Without Donor With Donor
Restrictions Restrictions Total

Revenue and Support:
Contract revenues

Membership dues 6,368,414$      -0-   $              6,368,414$      

Non-contract revenues:
     Contributions 814,358           830,286           1,644,644        

Advertising 283,426           -0-                   283,426           
Other 664,816           -0-                   664,816           

1,762,600        830,286           2,592,886        

Total revenue and support 8,131,014        830,286           8,961,300        

Net Assets Released From Donor Restrictions 550,514           (550,514)         -0-                   

8,681,528        279,772           8,961,300        

Expenses:
Member and department support services 4,783,752        -0-                   4,783,752        
Youth and education services 892,838           -0-                   892,838           
Veterans and military families programs 669,860           -0-                   669,860           

Total program services 6,346,450        -0-                   6,346,450        
Management and general 1,616,428        -0-                   1,616,428        
Fundraising 763,420           -0-                   763,420           

Total expenses 8,726,298        -0-                   8,726,298        

Change in net assets from operations (44,770)           279,772           235,002           

Investment Income, Net of Expenses 735,221           64,026             799,247           

Change in net assets 690,451           343,798           1,034,249        

Net Assets Before Accumulated Other
Comprehensive Loss, Beginning of Year 31,266,581      2,771,235        34,037,816      

Net Assets Before Accumulated Other
Comprehensive Loss, End of Year 31,957,032$    3,115,033$      35,072,065$     

  



See accompanying Notes to Consolidated Financial Statements. 
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 
 

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES 
YEAR ENDED SEPTEMBER 30, 2020 

(WITH COMPARATIVE TOTALS FOR 2019) 
 
 
 

Management
Program and 2020 2019
Services General Fundraising Totals Totals

Personnel and related benefits 1,868,006$  1,066,284$  165,309$     3,099,599$  2,667,744$  

General operating expenses 484,705       254,771       46,304         785,780       873,757       

Travel, conferences and meetings 528,880       119,058       5,331           653,269       1,677,009    

Occupancy 17,776         20,137         1,281           39,194         141,300       

Professional services and fees 367,511       172,917       118,080       658,508       874,467       

Printing, publicity and awards 814,126       6,403           639,402       1,459,931    1,133,260    

Postage and freight 649,563       6,866           206,964       863,393       850,217       

Grants and scholarships 474,697       2,550           -0-               477,247       448,191       

Other 36,467         3,050           -0-               39,517         60,353         

Total expenses 5,241,731$  1,652,036$  1,182,671$  8,076,438$  8,726,298$   
  



See accompanying Notes to Consolidated Financial Statements. 
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 
 

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES 
YEAR ENDED SEPTEMBER 30, 2019 

 
 
 

Management
Program and
Services General Fundraising Totals

Personnel and related benefits 1,699,050$  839,583$     129,111$     2,667,744$  

General operating expenses 521,582       308,009       44,166         873,757       

Travel, conferences and meetings 1,470,563    188,464       17,982         1,677,009    

Occupancy 88,112         46,369         6,819           141,300       

Professional services and fees 560,784       200,857       112,826       874,467       

Printing, publicity and awards 805,739       6,972           320,549       1,133,260    

Postage and freight 710,609       7,641           131,967       850,217       

Grants and scholarships 448,191       -0-               -0-               448,191       

Other 41,820         18,533         -0-               60,353         

Total expenses 6,346,450$  1,616,428$  763,420$     8,726,298$   
  



See accompanying Notes to Consolidated Financial Statements. 
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 
 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
YEARS ENDED SEPTEMBER 30, 2020 AND 2019 

 
 
 

2020 2019

Cash Flows From Operating Activities:
Change in net assets 3,324,845$   1,034,249$   
Adjustments to reconcile change in net assets

to net cash provided by operating activities:
Depreciation and amortization 157,455        142,290        
Loss on disposal of assets -0-                16,998          
Net realized losses on investments 21,790          183,178        
Net realized (gains) losses on investments - PUFL (22,025)         20,938          
Net unrealized gains on investments (1,894,675)    (36,934)         
Net unrealized (gains) losses on investments - PUFL (208,722)       2,246            
Net periodic pension expense 15,036          9,065            

Changes in operating assets and liabilities:
Prepaid expenses 52,827          37,031          
Other assets 72,637          18,833          
Accounts payable (166)              (760,748)       
Accrued expenses and scholarships 126,454        (24,633)         
Deferred revenue - dues (72,018)         479,082        
Deferred revenue - PUFL 183,878        (128,402)       
Deferred revenue - other (29,285)         (11,590)         
Liability for pension benefits (121,738)       (30,000)         

Net cash provided by operating activities 1,606,293     951,603        

Cash Flows From Investing Activities:
Capital expenditures (194,857)       (664,172)       
Purchase of investments (3,782,005)    (2,746,164)    
Proceeds from sale of investments 2,124,222     2,408,055     
Purchase of investments - PUFL (97,069)         (111,104)       
Proceeds from sale of investments - PUFL 146,579        175,181        

Net cash used in investing activities (1,803,130)    (938,204)       

Cash Flows From Financing Activities:
Borrowings on note payable 566,500        -0-                

Net Change in Cash and Cash Equivalents 369,663        13,399          

Cash and Cash Equivalents, Beginning of Year 1,246,149     1,232,750     

Cash and Cash Equivalents, End of Year 1,615,812$   1,246,149$   
 



AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2020 AND 2019 
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1. SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation and Description of Entities

The accompanying consolidated financial statements include the accounts of the 
American Legion Auxiliary National Headquarters (the “Auxiliary”) and the American Legion 
Auxiliary Foundation, Inc. (the “Foundation”), collectively referred to as the “Organization”. 
All significant intercompany transactions and balances have been eliminated in consolidation. 

The Auxiliary is a national membership veterans’ service organization headquartered in 
Indianapolis, Indiana.  The Auxiliary was founded in 1919 in conjunction with the 
establishment of The American Legion by the United States Congress and was incorporated 
as a not-for-profit organization on November 11, 1932 under the laws of the State of 
Indiana.  ALA Members are the female and male spouses, grandmothers, mothers, sisters 
and direct and adopted female descendants of members of The American Legion. Some 
members are veterans themselves.  The mission of the Auxiliary is to honor, advocate for, 
and enhance the lives of U.S. veterans, military, and their families, and to promote 
patriotism, national security, and good citizenship.  The Auxiliary enacts its mission 
through scholarship, educational, mentoring, and outreach programs, and by 
administering and supporting various projects that benefit veterans and military families 
at home and abroad. 

The Foundation was incorporated on September 27, 2007 as a not-for-profit entity 
under the State of Indiana Not-For-Profit Incorporation Act.  The Foundation was organized 
by the Auxiliary exclusively for the benefit of the Auxiliary and assists in fundraising 
and offers support in carrying out educational, charitable, and other programs 
sponsored by the Auxiliary.  Accordingly, as required by accounting principles generally 
accepted in the United States of America (“U.S. GAAP”), the Foundation’s accounts and 
related disclosures are consolidated herein with those of the Auxiliary. 

The accompanying consolidated financial statements only include the accounts of 
the Auxiliary Headquarters and the Foundation and do not include the accounts of 
other independent affiliated Auxiliary locations including departments (state-level 
organizations) and units (community-level organizations). 

The significant accounting policies followed by the Organization in the preparation of its 
consolidated financial statements are summarized below: 

Change in Accounting Principle 

During 2014, the Financial Accounting Standards Board issued Accounting 
Standards Update (“ASU”) 2014-09, Revenue from Contracts with Customers (Topic 606).  
The update and all subsequently issued clarifying ASUs replaced most existing 
revenue recognition guidance in U.S. GAAP.  The ASU also requires expanded disclosures 
relating to the nature, amount, timing, and uncertainty of revenue and cash flows 
arising from contracts with customers.  The Organization adopted the new standard 
effective October 1, 2019, using the full retrospective method. 



AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 
AND 

AMERICAN LEGION AUXILIARY FOUNDATION, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2020 AND 2019 
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As part of the adoption of the ASU, the Organization elected the following transition 
practical expedients: (i) completed contracts that begin and end in the same annual reporting 
period have not been restated; (ii) used the known transaction price for completed contracts; 
(iii) to exclude disclosures of transaction prices allocate to remaining performance obligations
when the Organization expects to recognize such revenue for all periods prior to the date of
initial application of the ASU; and (iv) has reflected the aggregate of all contract modifications
that occurred prior to the date of initial application when identifying the satisfied and
unsatisfied performance obligations, determining the transaction price, and allocating the
transaction price.

The majority of the Organization’s revenue subject to the ASU is recognized over a period 
of time based on its membership periods.  In addition, the majority of the Organization’s 
contracts do not contain variable consideration and contract modifications are generally 
minimal.  For these reasons, there is not a significant impact as a result of electing these 
transition practical expedients.  Based on the Organization’s evaluation process and review 
of its contracts with customers, the timing and amount of revenue recognized previously is 
consistent with how revenue is recognized under the new standard.  No changes were 
required to previously reported revenues as a result of the ASU adoption. 

Basis of Presentation 

The Organization utilizes the principles of fund accounting in the preparation of its 
consolidated financial statements.  Therefore, net assets and revenues, expenses, gains and 
losses are classified based on the existence or absence of donor-imposed restrictions.  The 
Organization uses the following accounts to distinguish among restrictions: 

Net Assets Without Donor Restrictions 

Net assets without donor restrictions include all contributions received, without donor 
restrictions, and revenues and expenses for the general operation of the Organization. 

Net Assets With Donor Restrictions 

Net assets with donor restrictions include contributions that have donor-imposed 
restrictions that limit the use of the donated assets.  When a donor’s restriction is met, 
restricted net assets are reclassified to net assets without donor restrictions through the 
release of restrictions in the Statements of Activities and Changes in Net Assets. Assets 
held inviolate and in perpetuity are held for the donor-designated purposes of the 
endowment.  The net earnings from these investments and all non-restricted 
contributions are available for release to the without donor restriction fund. 
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AMERICAN LEGION AUXILIARY FOUNDATION, INC. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
SEPTEMBER 30, 2020 AND 2019 
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Estimates 

The preparation of financial statements in conformity with U.S. GAAP requires 
Management to make estimates and assumptions that affect the reported amounts in the 
consolidated financial statements and notes to the consolidated financial statements.  Actual 
results could differ from those estimates.  Principal estimates made in the preparation of the 
consolidated financial statements include the allocation of functional expenses and 
assumptions employed in the determination of pension expense. 

Cash and Cash Equivalents 

Cash and cash equivalents represent cash invested in checking and money market 
accounts.  All liquid investments with original maturity dates of three months or less are 
classified as cash equivalents. 

Investments and Investment Return 

The Organization’s investments are valued at fair value and have a readily determinable 
fair value.  Investment return includes dividends, interest, fees, and realized and unrealized 
gains and losses on investments carried at fair value.   

Property and Equipment and Depreciation 

Purchased property and equipment and expenditures which substantially increase the 
useful lives of existing assets are recorded at cost.  Cost of repairs and maintenance are 
expensed as incurred.  Property and equipment are depreciated over the estimated useful 
lives, which range from 3 to 40 years, using the straight-line method of depreciation.   

Revenue and Support Recognition 

For contracts with customers, the Organization derives its revenues primarily from 
membership dues, which are recognized as income in the applicable membership period. 
Membership dues are paid annually based on a calendar year-end.  Contract revenues are 
recognized in an amount that reflects the consideration the Organization expects to be 
entitled to in exchange for the services performed.  Incidental items that are immaterial in the 
context of the contract are recognized as expense.  The Organization does not have any 
significant financing components as payment is received at or shortly after members are 
invoiced. Costs incurred to obtain a contract are expensed as incurred.  

The Organization records unconditional promises to give at the earlier of the date the 
promise is given or payment is received.  The gifts are reported as support with or without 
donor restrictions depending upon the presence of donor stipulations that limit the use of the 
donated assets. 
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Disaggregation of Revenues from Contracts with Customers 
 

All of the Organization’s revenues are from performance obligations satisfied over time 
and, accordingly, no contract revenues are from performance obligations satisfied at a 
point in time. 
 

Performance Obligations 
 
For performance obligations related to membership dues contract revenue, control 
transfers to the customer over time.  Revenues from these sources are recognized in the 
period to which the fees relate. 
 
Variable Consideration 

 
The nature of the Organization’s business and customer contracts does not give rise to 
significant variables of the total amount of the contract price.  Variable consideration is 
estimated at the most likely amount that is expected to be earned.  Estimated amounts 
are included in the transaction price to the extent it is probable that a significant reversal 
of cumulative revenue recognized will not occur when the uncertainty associated with the 
variable consideration is resolved.  Estimates of variable consideration are estimated 
based upon historical experience and known trends.    
 

Functional Expenses 
 

The costs of providing programs and other activities are summarized in the Statements 
of Functional Expenses.  Costs are allocated among Program, Management and General, 
and Fundraising based on Management’s estimates of time spent by employees, space 
utilization, or other rational bases. 

 
Income Taxes 

 
The Auxiliary and the Foundation are organized as not-for-profit corporations and, 

accordingly, are exempt from Federal and state income taxes under sections 501(c)(19) and 
501(c)(3) of the Internal Revenue Code, respectively. 

 
Management of the Organization evaluates all significant tax positions to ensure 

compliance with the exempt purpose of the Organization as required by U.S. GAAP, including 
consideration of any unrelated business income tax.  As of September 30, 2020, 
Management does not believe the Organization has taken any tax positions that are not in 
compliance with its exempt purpose.  The Organization’s Federal and state tax returns remain 
open and subject to examination beginning with the tax year ended September 30, 2017. 
 
Subsequent Events 

 
Subsequent events have been evaluated through February 3, 2021, which is the date 

the consolidated financial statements were available for issuance. 
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2. LIQUIDITY AND AVAILABILITY 
 

The following reflects the Organization’s financial assets as of September 30, 2020 and 
2019, reduced by amounts not available for general use within one year from the date of the 
Statements of Financial Position: 

 
2020 2019

Financial Assets:
Cash and cash equivalents 1,615,812$   1,246,149$   
Investments 37,972,186   34,441,518   
Investments (PUFL) 4,232,292     4,051,055     

43,820,290   39,738,722   

Less amounts not available to be used for 
general expenditure within one year:
PUFL trust liability (4,106,929)    (3,923,051)    
Board designated funds (Note 8) (5,622,637)    (5,218,052)    
Donor restricted funds (858,031)       (779,169)       
Donor restricted endowment (2,635,482)    (2,335,864)    

(13,223,079)  (12,256,136)  

Financial assets available to meeting cash needs 
 for general expenditures within one year 30,597,211$ 27,482,586$  

 
The Organization’s liquidity objective is to maintain adequate liquid assets to fund near-

term operating needs and maintain sufficient reserves to provide reasonable assurance that 
obligations will be discharged as they become due. 

 
The Organization receives annual membership dues which are ongoing, major and 

central to its annual operations.  Membership dues revenue was $6,571,753 and $6,368,414 
for the years ended September 30, 2020 and 2019, respectively. 

 
Board designated funds represent net assets set aside by the Board of Directors for an 

endowment and other reserve funds.  These funds are expected to be used for the intended 
purposes; thus, these financial assets may not be available for general expenditure within 
one year and are included in amounts not available to be used within one year above. 

 
In addition, the Organization is partially supported by restricted contributions.  Because 

a donor’s restriction requires resources to be used in a particular manner or in a future period, 
the Organization must maintain sufficient resources to meet those responsibilities to its 
donors.  Thus, these financial assets may not be available for general expenditure within one 
year and are included in amounts not available to be used within one year above. 

  



 
AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS 

AND 
AMERICAN LEGION AUXILIARY FOUNDATION, INC. 

 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

SEPTEMBER 30, 2020 AND 2019 
 
 

14 
 

Investment income from the donor-restricted endowments is classified within donor 
restricted net assets until those amounts are appropriate for expenditure in a manner 
consistent with the standard of prudence prescribed by the Uniform Prudent Management of 
Institutional Funds Act (“UPMIFA”). 

 
 
3. CONTRACT LIABILITIES 
 

The Organization’s contract liabilities comprise of the following as of September 30, 2020 
and 2019: 

 
2020 2019

Deferred revenue - dues:
Beginning of year 3,026,187$   2,547,105$   
End of year 2,954,169$   3,026,187$   

Deferred revenue - PUFL (Note 11):
Beginning of year 3,923,051$   4,051,453$   
End of year 4,106,929$   3,923,051$    

 
 

4. FAIR VALUE MEASUREMENTS 
 

U.S. GAAP 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.  U.S. GAAP also establishes a fair value hierarchy, which requires the 
Organization to maximize the use of observable inputs and minimize the use of unobservable 
inputs when measuring fair value.  The following three levels are defined by U.S. GAAP as a 
means of measuring fair value: 

 
Level 1 
 
Quoted prices in active markets for identical assets or liabilities that the reporting entity 
has the ability to access at the measurement date. 

 
Level 2 
 
Observable inputs other than Level 1 prices, such as quoted prices for similar assets or 
liabilities, quoted prices for identical or similar assets or liabilities in markets that are not 
active, or other inputs that are observable or can be corroborated by observable market 
data for substantially the full term of the assets or liabilities.  The Organization has no 
Level 2 investments at September 30, 2020 and 2019.  
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Level 3 
 
Unobservable inputs reflecting the entity’s own assumptions about the assumptions that 
market participants would use in pricing an asset or liability that are supported by little 
or no market activity and that are significant to the fair value of the assets or liabilities. 

 
The asset’s and liability’s fair value measurement within the fair value hierarchy is based 

on the lowest level of any input that is significant to the fair value measurement.  Valuation 
techniques maximize the use of relevant observable inputs and minimize the use of 
unobservable inputs. 

 
The following is a description of the valuation methodology used for the Organization’s 

investments measured at fair value as of September 30, 2020 and 2019.  There have been 
no changes in the methodologies used as of September 30, 2020. 

 
 Exchange Traded Funds:  Valued at the daily closing prices as reported by the 

fund.  Exchange traded funds are registered with the Securities and Exchange 
Commission.  These funds are required to publish their daily net asset value (“NAV”); 
however, the funds trade on stock exchanges throughout the day, thus the transaction 
price could differ from the NAV. 

 
 Mutual Funds:  Valued at the daily closing prices as reported by the fund.  Mutual funds 

held by the Organization are open-end mutual funds and are registered with the 
Securities and Exchange Commission.  These funds are required to publish their daily 
NAV and to transact at that price.  The mutual funds held by the Organization are 
deemed to be actively traded.  A money market fund is an open-ended fund that invests 
in short-term debt securities and commercial paper. 

 
 Partnerships:  Valued based on an annual independent valuation of the related private 

company.  The partnerships are not registered with the Securities and Exchange 
Commission. 

 
Assets measured at fair value on a recurring basis at September 30, 2020 include the 

following: 
 

Level 1 Level 3 Total

Investments 36,590,608$  1,381,578$  37,972,186$      
Investments - PUFL (Note 11) 4,232,292      -0-               4,232,292          

40,822,900$  1,381,578$  42,204,478$       
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Assets measured at fair value on a recurring basis at September 30, 2019 include the 
following: 

 
Level 1 Level 3 Total

Investments 33,446,294$  995,224$     34,441,518$      
Investments - PUFL (Note 11) 4,051,055      -0-               4,051,055          

37,497,349$  995,224$     38,492,573$       
 

The following schedule summarizes the changes in assets measured using Level 3 
inputs during the year ending September 30, 2020: 

 

Beginning Balance, September 30, 2019 995,224$     

   Deposits 550,441       
   Withdrawals (128,481)      
   Realized losses (21,790)        
   Unrealized losses (13,816)        

Ending Balance, September 30, 2020 1,381,578$  

Unobservable Inputs (Level 3)
Fair Value Measurement Using Significant

Partnerships

 
 
The following schedule summarizes the changes in assets measured using Level 3 

inputs during the year ending September 30, 2019: 
 

Hedge Fund Partnerships Total

Beginning Balance, September 30, 2018 5,808$           301,940$     307,748$           

   Deposits -0-                 820,000       820,000             
   Withdrawals (4,213)            (99,548)        (103,761)            
   Realized losses (648)               (7,771)          (8,419)                
   Unrealized losses (947)               (19,397)        (20,344)              

Ending Balance, September 30, 2019 -0-   $            995,224$     995,224$           

Fair Value Measurement Using Significant
Unobservable Inputs (Level 3)
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5. INVESTMENTS AND INVESTMENT RETURN 
 

A summary of the Organization’s investments and investment returns as of September 
30, 2020 and 2019 and for the years then ended is as follows: 

 

Cost Market Cost Market
Investments:

Money market funds 320,928$       320,928$       269,182$       269,182$       
Exchange traded funds 7,333,250      12,939,243    6,567,714      11,729,222    
Mutual funds 19,072,181    23,330,437    18,653,640    21,447,890    
Partnerships and other 1,456,801      1,381,578      1,056,631      995,224         

Total investments 28,183,160$  37,972,186$  26,547,167$  34,441,518$  

2020 2019

 
 
The following schedule summarizes the investment income (loss) and its classification 

in the statements of activities and changes in net assets for the years ended September 30, 
2020 and 2019: 

 
Board Without Donor

General Designated Restrictions With Donor Auxiliary Foundation
Fund Funds Total Restrictions Total Total Total

Dividends and interest (net of
expenses of $40,539) 706,191$       76,823$         783,014$       23,242$         806,256$     40,824$       847,080$     

Net realized losses
on investments (21,347)          -0-                 (21,347)          -0-                 (21,347)        (443)             (21,790)        

Net unrealized gains (losses)
on investments 1,613,426      159,436         1,772,862      54,066           1,826,928    67,747         1,894,675    

Total investment income 2,298,270$    236,259$       2,534,529$    77,308$         2,611,837$  108,128$     2,719,965$  

Board Total Funds Donor
General Designated Without Restricted Auxiliary Foundation

Fund Funds Restriction Funds Total Total Total
Dividends and interest (net of

expenses of $40,458) 805,794$       80,958$         886,752$       25,108$         911,860$     33,631$       945,491$     
Net realized gains on

investments (172,612)        (6,542)            (179,154)        (2,726)            (181,880)      (1,298)          (183,178)      
Net unrealized gains on

investments 16,707           10,916           27,623           901                28,524         8,410           36,934         

Total investment income 649,889$       85,332$         735,221$       23,283$         758,504$     40,743$       799,247$     

2020

2019
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6. PROPERTY AND EQUIPMENT 
 

The Organization’s property and equipment for the years ended September 30, 2020 
and 2019 are as follows: 

 
2020 2019

Land and improvements 270,400$        270,400$        
Building and improvements 2,266,589 2,154,642       

information technology 1,778,958       1,696,049       
4,315,947       4,121,091       

Accumulated depreciation and
amortization (1,543,764)      (1,386,310)      

2,772,183$     2,734,781$     

Furniture, office equipment and

 
 

 
7. NOTE PAYABLE 
 

Effective April 29, 2020, the Organization borrowed $566,500 from a bank under the U.S. 
Small Business Administration’s Paycheck Protection Program (“PPP”).  Under the terms of 
the program, a portion or all of the loan may be forgiven if the Organization maintains certain 
levels of employment and spends the funds on qualified expenditures during a specified 
period following the funding of the loan.   The loan accrues interest at 1% and no principal or 
interest payments are required for up to ten months after the deferral period.  The 
Organization has applied for forgiveness and expects for the loan to be forgiven during the 
year ended September 30, 2021. 
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8. NET ASSETS WITHOUT DONOR RESTRICTIONS  
 

Net assets without donor restrictions include board designated net assets which are 
internally designated for the following purposes at September 30, 2020 and 2019: 

 
2020 2019

Auxiliary Net Assets Without Donor Restrictions:
General operations 29,268,819$    26,727,039$    

Auxiliary Board Designated Net Assets:
National President's Scholarship Fund Endowment

(NEC designated) 2,237,922        2,080,635        
NEC designated reserves 2,189,353        2,039,353        
Auxiliary Emergency Fund 670,036           626,536           
Spirit of Youth Fund 418,439           364,641           
Other 106,887           106,887           

Total Auxiliary Board Designated Net Assets 5,622,637        5,218,052        

Total Auxiliary Net Assets Without Donor Restrictions 34,891,456      31,945,091      

Foundation Net Assets Without Donor Restrictions:
General operations 11,941             11,941             

Total consolidated net assets without donor restrictions 34,903,397$    31,957,032$     
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9. NET ASSETS WITH DONOR RESTRICTIONS  
 

Net assets with donor restrictions are available for the following purposes at September 
30, 2020 and 2019: 

 
2020 2019

Auxiliary Net Assets with Donor Restrictions:
Subject to expenditure for specific purposes:

Spirit of Youth Fund 241,095$         264,668$         
Emergency Fund grants 89,755             117,882           
Other 178,154           80,810             

509,004           463,360           
Endowment:

Held in perpetuity 776,315           740,810           
Undistributed endowment earnings 108,425           106,117           

884,740           846,927           

Total Auxiliary net assets with donor restrictions 1,393,744        1,310,287        

Foundation Net Assets with Donor Restrictions:
Subject to expenditure for specific purposes:

Veteran Projects Fund 205,124           185,758           
National and Local Veteran Creative Arts Festival(s) 140,188           126,336           
Mission 3,715               3,715               

349,027           315,809           
Endowment:

Held in perpetuity 1,485,992        1,316,550        
Undistributed endowment earnings 264,750           172,387           

1,750,742        1,488,937        

Total Foundation net assets with donor restrictions 2,099,769        1,804,746        

Total consolidated net assets with donor restrictions 3,493,513$      3,115,033$       
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10. NET ASSETS RELEASED FROM DONOR RESTRICTIONS 
 

Net assets released from donor restrictions, due to the satisfaction of donor-imposed 
restrictions or by occurrence of other events specified by the donors during September 30, 
2020 and 2019, were as follows: 

 
2020 2019

Purpose restrictions accomplished:
Auxiliary:

Emergency Fund grants and related expenses 223,988$         189,160$         
National President's Scholarship Fund Endowment
   scholarships and related expenses, net of forfeitures 75,000             93,000             
Spirit of Youth Fund scholarships and related expenses,
   net of forfeitures 63,880             46,744             

Foundation:
Endowment distributions in support of Auxiliary operations 14,731             30,606             
Veteran Projects Fund Grants 42,087             86,204             
National and Local Veteran Creative Arts Festival(s) 47,520             7,350               
Auxiliary mission sub-grants to ALA National and
   ALA Departments, Districts, and Units 27,750             7,400               
Costs of direct mail campaigns 114,737           90,050             

609,693$         550,514$          
 
 

11. PAID-UP-FOR-LIFE (PUFL) TRUST 
 

In February 1981, the National Executive Committee approved the establishment of a 
life membership plan to be available to any member.  In November 1981, the assets of the 
Paid-Up-For-Life (“PUFL”) Plan, formerly known as the Very-Important-Member (“VIM”) Plan, 
were segregated into a trust account from which funds equal to the annual dues of life 
members will be withdrawn each year.  The trust agreement provides that the Auxiliary has 
the right to withdraw part or all of the assets of the trust account and to modify or terminate 
the trust agreement at its discretion.  Investment income from the PUFL Membership trust is 
recorded as a component of deferred revenue and is not reflected in the consolidated 
Statement of Activities and Changes in Net Assets. 
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The financial position of the PUFL Membership trust is as follows: 
 

2020 2019
Assets:

Cash 96,684$        137,461$      
Investments - PUFL 4,232,292     4,051,055     

Total assets 4,328,976$   4,188,516$   

Liabilities:
Due to General Operating Fund 222,047$      265,465$      
Deferred revenue - PUFL 4,106,929     3,923,051     

4,328,976$   4,188,516$    
 

The cost and market value of investments in the PUFL Membership trust as of 
September 30, 2020 and 2019 are as follows: 

 

Cost Market Cost Market
Investments:

Money market funds 87,227$        87,227$        86,905$        86,905$      
Exchange traded funds 1,598,135     2,697,443     1,625,942     1,962,850   
Mutual funds and other 1,425,932     1,447,622     1,425,932     2,001,300   

Total investments 3,111,294$   4,232,292$   3,138,779$   4,051,055$ 

2020 2019

 
 

The following schedule summarizes the PUFL Membership trust investment income for 
the years ended September 30, 2020 and 2019: 

 
2020 2019

Dividends and interest (net of expenses) 72,490$        87,502$        
Net realized gains (losses) on investments 22,025          (20,938)         
Net unrealized gains (losses) on investments 208,722        (2,246)           

Total investment income 303,237$      64,318$         
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12. PENSION PLAN  
 

Prior to 2008, the Auxiliary participated in a defined benefit pension plan covering 
substantially all of its employees.  The plan was frozen on June 30, 2008.  Participating 
employees will continue to vest in the plan; however, benefit payments will be based on the 
years of service and salary level as of June 30, 2008.  The Auxiliary’s funding policy is to 
make the minimum annual contribution that is required by applicable regulations, plus such 
amounts as the Auxiliary may determine to be appropriate from time to time. 

 
Significant balances, costs, and assumptions are as follows: 

 
2020 2019

Projected benefit obligation (3,865,476)$    (3,747,855)$    
Fair value of plan assets 2,515,557       2,267,688       

Funded status (1,349,919)$    (1,480,167)$    

Accumulated benefit obligation (3,865,476)$    (3,747,855)$     
 

Based on actuarial calculations, and in accordance with the provisions of the Employee 
Retirement Income Security Act (“ERISA”), there are no payments currently required to be 
made to the plan. 

 
Amounts recognized in the consolidated financial statements are as follows: 

 
2020 2019

Liability for pension benefits 1,349,919$     1,480,167$     
Unrecognized losses (Note 19) (1,522,324)      (1,535,771)      
Unamortized prior service cost (Note 19) (115,631)         (125,730)         
Net periodic pension cost 15,036            9,065              
Employer contributions 121,738          30,000            
Benefits paid 228,227          187,881           

 
Weighted-average assumptions used to determine benefit obligations are as follows: 

 
2020 2019

Weighted-average assumptions:
Discount rate 2.21% 2.88%
Rate of compensation increase N/A N/A  
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Weighted-average assumptions used to determine benefit costs are as follows: 
 

2020 2019
Weighted-average assumptions:

Discount rate 2.21% 2.88%
Expected return on plan assets 7.00% 7.00%
Rate of compensation increase N/A N/A  

 
The Auxiliary has estimated the long-term rate on plan assets based primarily on 

historical returns, adjusted for changes in target portfolio allocations, and recent changes in 
long-term interest rates based on publicly available information. 

 
The following benefit payments, which reflect expected future service, as appropriate, 

are expected to be paid during the years ended September 30: 
 

2021 225,734$        
2022 238,645          
2023 232,382          
2024 225,857          
2025 219,253          

                         2026 - 2030 1,033,509       

2,175,380$      
 

Plan assets are held by a bank-administered trust fund, which invests the plan assets in 
accordance with provisions of the plan agreement.  The plan agreements permit investment 
in equity and debt securities based on certain target allocation percentages. 

 
Asset allocation is primarily based on a strategy to provide stable earnings while still 

permitting the plans to recognize potentially higher returns through a limited investment in 
equity securities.  Plan assets are re-balanced quarterly.  The most recent target asset 
allocation percentages and the actual plan assets by category at September 30, 2020 and 
2019 were as follows: 

 
Target 2020 2019

Equity securities 40 - 60% 28% 28%
Debt securities 40 - 60% 67% 70%
Other 0 - 20% 5% 2%  
 
The market values of the investments are measured by a Level 1 input in accordance 

with U.S. GAAP. 
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13. PROFIT SHARING PLAN 
 

The Auxiliary established a 401(k) Profit Sharing Plan subsequent to the freezing of the 
pension plan in 2008 (Note 12).  The plan covers all eligible employees meeting certain age 
and term-of-employment provisions.  Contributions are made by the Auxiliary at the discretion 
of the National Finance and National Executive Committees.  Vesting is on a graduated scale 
with participants beginning to vest in employer contributions after two (2) years of service and 
becoming fully vested upon the fifth (5th) year of service.  The Auxiliary contributed $131,258 
and $107,910 in 2020 and 2019, respectively. 

 
 

14. OPERATING LEASES  
 

The Auxiliary leased its National Headquarters office under an operating lease 
agreement that expired in January 2019 subsequent to the purchase of the new headquarters 
property.  Total lease expense for the National Headquarters office was $65,045 for the year 
ended September 30, 2019.  

 
 

15. RELATED PARTY TRANSACTIONS 
 

The Auxiliary and The American Legion National Headquarters (the “Legion”) are related 
parties that are not financially interrelated organizations.  The Legion is a national veterans 
organization created by an Act of Congress to provide various programs to support veterans, 
their families, and children and youth.  Many of the Auxiliary’s programs mirror and/or 
supplement the efforts of the Legion in supporting these groups.  Accordingly, there are 
shared resources between the two organizations. 

 
Activities between the Auxiliary and the Legion for the years ended September 30, 2020 

and 2019 are summarized below: 
 

2020 2019

Disbursements to Legion:
Conferences and convention 72,283$      9,699$        
Legal services 11,500        7,500          
National emblem sales 6,112          27,388        
Contributions to the Legion and its affiliates 124,238      32,500        
Other 11,004        24,420        

225,137$    101,507$    

Receipts:
National emblem sales 37,651$      65,858$       
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16. NATIONAL PRESIDENT’S SCHOLARSHIP FUND ENDOWMENT 
 

Composition of Endowment Net Assets 
 

The Auxiliary created the National President’s Scholarship Fund Endowment (the 
“Endowment”) in 2008 to provide funding for scholarships awarded by the Auxiliary.  The 
endowment consists of quasi endowment funds set aside by the National Executive 
Committee (“NEC”) and donor-designated funds.  Contributions to the NEC-designated and 
donor-designated portions of the endowment are classified as without donor restrictions and 
with donor restrictions, respectively, in the consolidated statements of financial position, and 
the components are tracked separately for the purpose of recording investment income. 

 
Endowment net assets at September 30, 2020 include the following:  

 
NEC Donor

Designated Designated Total

Historic gift value 1,593,290$       740,810$        2,334,100$            
Accumulated earnings 487,345            106,117          593,462                 

Mission endowment net assets, beginning of year 2,080,635         846,927          2,927,562              

Additions to endowment -0-                    35,505            35,505                   
Scholarships paid, net of forfeitures -0-                    (75,000)          (75,000)                 
Interest and dividends, net of fees 53,458              23,242            76,700                   
Unrealized gains 103,829            54,066            157,895                 

Change in endowment net assets 157,287            37,813            195,100                 

Mission endowment net assets, end of year 2,237,922$       884,740$        3,122,662$            

Historic gift value 1,593,290$       776,315$        2,369,605$            
Accumulated earnings 644,632            108,425          753,057                 

Mission endowment net assets, end of year 2,237,922$       884,740$        3,122,662$             
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Endowment net assets at September 30, 2019 include the following: 
 

NEC Donor
Designated Designated Total

Historic gift value 1,593,290$       721,599$        2,314,889$            
Accumulated earnings 429,540            175,834          605,374                 

Mission endowment net assets, beginning of year 2,022,830         897,433          2,920,263              

Additions to endowment -0-                    19,211            19,211                   
Scholarships paid, net of forfeitures -0-                    (93,000)          (93,000)                 
Interest and dividends, net of fees 54,657              25,108            79,765                   
Realized gains (4,327)               (2,726)            (7,053)                   
Unrealized gains 7,475                901                 8,376                     

Change in endowment net assets 57,805              (50,506)          7,299                     

Mission endowment net assets, end of year 2,080,635$       846,927$        2,927,562$            

Historic gift value 1,593,290$       740,810$        2,334,100$            
Accumulated earnings 487,345            106,117          593,462                 

Mission endowment net assets, end of year 2,080,635$       846,927$        2,927,562$             
  

Governing Board’s Interpretation of Relevant Law 
 

The Auxiliary, incorporated in and governed by the laws of the State of Indiana, has 
interpreted the Indiana statute UPMIFA enacted in 2007, to require the preservation of the 
fair value of the original gift as of the date of the gift of the donor-restricted endowment funds 
absent explicit donor stipulations to the contrary, and to not require the maintenance of 
purchasing power.  As a result of this interpretation, the Organization classifies as donor-
restricted net assets:  a) the original value of gifts donated to the donor-restricted endowment; 
b) the original value of subsequent gifts to the donor-restricted endowment; and c) 
accumulations to the donor-restricted endowment made in accordance with the direction of 
the applicable donor gift instrument at the time the accumulation is added to the fund.  The 
remaining portion of donor-restricted endowment funds is available to be appropriated for 
expenditure by the Organization. 
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Endowment Draws 
 

Endowment draws, net of forfeitures, of $75,000 and $93,000 were made during the 
years ended September 30, 2020 and 2019, respectively, to fund scholarships.   

 
The Auxiliary has adopted a spending policy relating to future endowment draws.  The 

available endowment draw for each fiscal year beginning October 1 shall be limited to an 
amount determined by applying a 5% rate to the three-year rolling average market value for 
the period ending the preceding May 31. The actual endowment draw will be recommended 
by the National Finance Committee to the NEC for its approval during the annual budgeting 
process.  Should the National Finance Committee deem it advisable to exceed the 5% limit, 
the change must be approved by the NEC. 

 
The NEC-designated portion of the endowment may be added to or expended by the 

NEC at their discretion.  At the recommendation of the National Finance Committee, and by 
approval of the NEC, the endowment spending policy may be suspended in any given year.  
However, it is the intent of the Auxiliary that the endowment fund shall be maintained in 
perpetuity. 

 
 Investment Policy for the Endowment 

 
 Purpose 

 
The primary goal of the Endowment’s investment policy is to provide a sustainable level 
of income to support the Auxiliary’s national scholarships awarded from this fund while 
also striving to preserve the inflation adjusted purchasing power of the fund. 
 

 Investment Objectives 
 

The objectives of this policy are to invest funds in a method that will generate a return 
of at least 4.5% over the Consumer Price Index.  This model is based on an investment 
horizon of greater than ten years.  Within this model, the parameters of the asset 
allocation should be as follows: 

 
Target

Equity securities 55%
Debt securities 28%
Cash and equivalents 2%
Alternative investments 15%  
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Investment Plan 
 

The plan is to be reviewed by the Finance Committee and their advisors at least semi-
annually at a time set by the Finance Committee. 

 
 

17. AMERICAN LEGION AUXILIARY FOUNDATION ALA MISSION ENDOWMENT 
 

Composition of ALA Mission Endowment Net Assets 
 

The Foundation created the ALA Mission Endowment Fund (the “Mission Endowment”) 
in 2007 to generate and maximize funds available to benefit and assist in carrying out the 
educational, charitable and similar programs of the Auxiliary over the long-term.  The Mission 
Endowment consists entirely of donor-designated funds. 

 
Mission endowment net assets at September 30, 2020 and 2019 include the following: 

 
2020 2019

Historic gift value 1,316,550$   1,063,255$   
Accumulated earnings 172,387        165,316        

Endowment net assets, beginning of year 1,488,937     1,228,571     

Additions to endowment, net 169,442 253,295        
Endowment distributions (14,731)         (30,606)         
Interest and dividends, net of fees 39,790          30,565          
Realized gains (losses) (443)              (1,298)           
Unrealized gains 67,747          8,410            

Change in endowment net assets 261,805        260,366        

Endowment net assets, end of year 1,750,742$   1,488,937$   

Historic gift value 1,485,992$   1,316,550$   
Accumulated earnings 264,750        172,387        

Endowment net assets, end of year 1,750,742$   1,488,937$    
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Governing Board’s Interpretation of Relevant Law 
 

The Foundation, incorporated in and governed by the laws of the State of Indiana, has 
interpreted the Indiana statute Uniform Prudent Management of Institutional Funds Act, 
enacted in 2007, to require the preservation of the fair value of the original gift as of the date 
of the gift of the donor-restricted endowment funds absent explicit donor stipulations to the 
contrary, and to not require the maintenance of purchasing power.  As a result of this 
interpretation, the Foundation classifies as donor-restricted net assets:  (a) the original value 
of gifts donated to the donor-restricted endowment; (b) the original value of subsequent gifts 
to the donor-restricted endowment; and (c) accumulations to the donor-restricted endowment 
made in accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added to the fund.  The remaining portion of donor-restricted endowment 
funds is available to be appropriated for expenditure by the Foundation. 

 
 Endowment Draws 
 

Endowment draws during the years ending September 30, 2020 and 2019 were $14,731 
and $30,606, respectively. 

 
The Foundation has adopted a spending policy relating to future endowment draws.  The 

available endowment draw for each fiscal year beginning October 1 shall be limited to an 
amount determined by applying a 5% rate to the three year rolling average market value for 
the period ending the preceding May 31.  The actual endowment draw will be recommended 
by the American Legion Auxiliary Foundation Board to the National Finance Committee 
during the annual budgeting process for approval by the National Executive Committee.  
Should the Foundation Board deem it advisable to exceed the 5% limit, the change must be 
approved by the National Executive Committee. 

 
 

18. CONCENTRATIONS 
 

The Organization maintains cash and cash equivalents in bank deposit accounts which, 
at times, may exceed Federally insured limits.  The Organization has not experienced any 
losses in such accounts.  The Organization believes it is not exposed to any significant credit 
risk on cash and cash equivalents. 
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19. COMPREHENSIVE INCOME 
 

Comprehensive income for the years ended September 30, 2020 and 2019 includes the 
following: 

 
2020 2019

Change in net assets 3,324,845$   1,034,249$   

Other comprehensive income:
Unrecognized losses, beginning of year 1,535,771     1,001,279     
Unrecognized losses, end of year 1,522,324     1,535,771     

Change in unrecognized losses 13,447          (534,492)       

Unamortized prior service cost,
beginning of year 125,730        135,829        

Unamortized prior service cost,
end of year 115,631        125,730        
Change in unamortized prior service cost 10,099          10,099          

23,546          (524,393)       

Comprehensive income 3,348,391$   509,856$       
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2020 2019
Increases:

Membership dues 222,567$       166,060$       
Investment income 303,237         64,318           

525,804         230,378         
Decreases:

Distributions to departments 287,444         297,416         
Administrative expense 54,482           61,364           

341,926         358,780         

Net Increase (Decrease) 183,878         (128,402)        

Deferred Revenue, Beginning of Year 3,923,051      4,051,453      

Deferred Revenue, End of Year 4,106,929$    3,923,051$     
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Auxiliary Foundation Eliminations Total

Assets:
Cash and cash equivalents 1,041,245$     574,567$        -0-   $             1,615,812$     
Investments 36,325,697 1,646,489       -0-                  37,972,186     
Investments - PUFL 4,232,292       -0-                  -0-                  4,232,292       
Prepaid expenses 109,837          -0-                  -0-                  109,837          
Property and equipment, net 2,772,183       -0-                  -0-                  2,772,183       
Other assets 50,678            -0-                  (2,100)             48,578            

Total assets 44,531,932$   2,221,056$     (2,100)$           46,750,888$   

Liabilities:
Accounts payable 504,398$        104,346$        (2,100)$           606,644$        
Accrued expenses 275,272          -0-                  -0-                  275,272          
Accrued scholarships 127,500          -0-                  -0-                  127,500          
Deferred revenue - dues 2,954,169       -0-                  -0-                  2,954,169       
Deferred revenue - PUFL 4,106,929       -0-                  -0-                  4,106,929       
Deferred revenue - other -0-                  5,000 -0-                  5,000              
Liability for pension benefits 1,349,919       -0-                  -0-                  1,349,919       
Note payable 566,500          -0-                  -0-                  566,500          

Total liabilities 9,884,687       109,346          (2,100)             9,991,933       
Net Assets:

Without donor restrictions 34,891,456     11,941            -0-                  34,903,397     
With donor restrictions 1,393,744       2,099,769       -0-                  3,493,513       

Total net assets before accumulated
     other comprehensive loss 36,285,200     2,111,710       -0-                  38,396,910     

Accumulated other comprehensive loss (1,637,955)      -0-                  -0-                  (1,637,955)      

Total net assets 34,647,245     2,111,710       -0-                  36,758,955     

Total liabilities and net assets 44,531,932$   2,221,056$     (2,100)$           46,750,888$   

ASSETS

LIABILITIES AND NET ASSETS
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Without Donor With Donor Auxiliary Without Donor With Donor Foundation
Restrictions Restrictions Total Restrictions Restrictions Total Eliminations Total

Revenue and Support:
Contract revenues:

Membership dues 6,571,753$     -0-   $              6,571,753$     -0-   $               -0-   $              -0-   $             -0-   $            6,571,753$      

Non-contract revenues:
     Contributions 699,196          369,017          1,068,213       179,790           433,720          613,510         (216,840)       1,464,883        

Advertising 236,846          -0-                   236,846          -0-                    -0-                   -0-                  -0-                 236,846           
Other 407,836          -0-                   407,836          -0-                    -0-                   -0-                  -0-                 407,836           

1,343,878       369,017          1,712,895       179,790           433,720          613,510         (216,840)       2,109,565        

Total revenue and support 7,915,631       369,017          8,284,648       179,790           433,720          613,510         (216,840)       8,681,318        

Net assets released from donor restrictions 362,868          (362,868)         -0-                   246,825           (246,825)         -0-                  -0-                 -0-                    

8,278,499       6,149              8,284,648       426,615           186,895          613,510         (216,840)       8,681,318        
Expenses:

Member and department support services 3,756,354       -0-                   3,756,354       16,441             -0-                   16,441           -0-                 3,772,795        
Youth and education services 655,919          -0-                   655,919          32,133             -0-                   32,133           -0-                 688,052           
Veterans and military families programs 717,993          -0-                   717,993          102,491           -0-                   102,491         (39,600)         780,884           

Total program services 5,130,266       -0-                   5,130,266       151,065           -0-                   151,065         (39,600)         5,241,731        
Management and general 1,735,893       -0-                   1,735,893       93,383             -0-                   93,383           (177,240)       1,652,036        
Fundraising 1,000,504       -0-                   1,000,504       182,167           -0-                   182,167         -0-                 1,182,671        

Total expenses 7,866,663       -0-                   7,866,663       426,615           -0-                   426,615         (216,840)       8,076,438        

Change in net assets from operations 411,836          6,149              417,985          -0-                    186,895          186,895         -0-                 604,880           

Investment Income, Net of Expenses 2,534,529       77,308            2,611,837       -0-                    108,128          108,128         -0-                 2,719,965        

Change in net assets 2,946,365       83,457            3,029,822       -0-                    295,023          295,023         -0-                 3,324,845        

Net Assets Before Accumulated Other
Comprehensive Loss, Beginning of Year 31,945,091     1,310,287       33,255,378     11,941             1,804,746       1,816,687      -0-                 35,072,065      

Net Assets Before Accumulated Other
Comprehensive Loss, End of Year 34,891,456$   1,393,744$     36,285,200$   11,941$           2,099,769$     2,111,710$    -0-   $            38,396,910$    

FoundationAuxiliary
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Without Donor With Donor Auxiliary Without Donor With Donor Foundation
Restrictions Restrictions Total Restrictions Restrictions Total Eliminations Total

Revenue and Support:
Contract revenues:

Membership dues 6,368,414$      -0-   $               6,368,414$      -0-   $               -0-   $               -0-   $               -0-   $               6,368,414$      

Non-contract revenues:
     Contributions 837,074           313,314           1,150,388        255,465           516,972           772,437           (278,181)          1,644,644        

Federal grants and cost sharing 283,426           -0-                    283,426           -0-                    -0-                    -0-                    -0-                    283,426           
Advertising 664,816           -0-                    664,816           -0-                    -0-                    -0-                    -0-                    664,816           
Other 1,785,316        313,314           2,098,630        255,465           516,972           772,437           (278,181)          2,592,886        

Total revenue and support 8,153,730        313,314           8,467,044        255,465           516,972           772,437           (278,181)          8,961,300        

Net assets released from donor restrictions 328,904           (328,904)          -0-                    221,610           (221,610)          -0-                    -0-                    -0-                    

Total revenue and support 8,482,634        (15,590)            8,467,044        477,075           295,362           772,437           (278,181)          8,961,300        
Expenses:

Member and department support services 4,783,752        -0-                    4,783,752        -0-                    -0-                    -0-                    -0-                    4,783,752        
Youth and education services 872,363           -0-                    872,363           43,191             -0-                    43,191             (22,716)            892,838           
Veterans and military families programs 546,180           -0-                    546,180           123,680           -0-                    123,680           -0-                    669,860           

Total program services 6,202,295        -0-                    6,202,295        166,871           -0-                    166,871           (22,716)            6,346,450        
Management and general 1,765,356        -0-                    1,765,356        106,537           -0-                    106,537           (255,465)          1,616,428        
Fundraising 559,753           -0-                    559,753           203,667           -0-                    203,667           -0-                    763,420           

Total expenses 8,527,404        -0-                    8,527,404        477,075           -0-                    477,075           (278,181)          8,726,298        

Change in net assets from operations (44,770)            (15,590)            (60,360)            -0-                    295,362           295,362           -0-                    235,002           

Investment Income, Net of Expenses 735,221           23,283             758,504           -0-                    40,743             40,743             -0-                    799,247           

Change in net assets 690,451           7,693               698,144           -0-                    336,105           336,105           -0-                    1,034,249        

Net Assets Before Accumulated Other
Comprehensive Loss, Beginning of Year 31,254,640      1,302,594        32,557,234      11,941             1,468,641        1,480,582        -0-                    34,037,816      

Net Assets Before Accumulated Other
Comprehensive Loss, End of Year 31,945,091$    1,310,287$      33,255,378$    11,941$           1,804,746$      1,816,687$      -0-$              35,072,065$    

FoundationAuxiliary
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