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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, 2017 and 2016, 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.



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, 2017 and 2016, and
the results of its operations 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 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.

Mw(«;y CAR Grrop

February 3, 2018




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS

AND

AMERICAN LEGION AUXILIARY FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
SEPTEMBER 30, 2017 AND 2016

ASSETS

Assets:
Cash and cash equivalents
investments
fnvestments - PUFL
Prepaid expenses
Furniture and equipment, net
Other assefs

Total assets

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable
Accrued expenses
Accrued scholarships
Deferred revenue - dues
Deferred revenue - PUFL
Deferred revenue - other
Liability for pension benefits

Total liabilities

Net Assets:
Unrestricted net assets
Temporarily restricted net assets
Permanently restricted net assets

Total net assets before accumulated other
comprehensive loss

Accumulated other comprehensive loss
Total net assets

Total liabilities and net asseis

See accompanying Notes to Consolidated Financial Statements.
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2017 2016
$ 678517 $ 772,602
34,741,539 31,617,301
4,039,759 3,728,969
188,493 104,690
105,763 113,626
246,190 171,698
$ 40,000,261 $ 36,508,886
$ 782467 $ 1,017,235
351,416 295,653
55,500 32,500
2,338,740 2,466,689
3,883,473 3,598,235
30,816 59,555
1,101,875 1,302,044
8,544,287 8,771,911
30,117,576 26,897,289
980,669 819,120
1,595,813 1,459,901
32,694,058 20,176,310
(1,238,084) (1,439,335)
31,455,974 27,736,975
$ 40,000,261 $ 36,508,886




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS

AND

AMERICAN LEGION AUXILIARY FOUNDATION, INC.

CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED SEPTEMBER 30, 2017

Revenue, Gains & Other Support:
Contributions
Federal grants and cost sharing
Membership dues
Advertising
Other

Temporarily Restricted Net Assets
Released From Restrictions

Total revenue, gains, and other support

Expenses:
Member and department support services
Youth and education services
Veterans and military families programs

Total program services
Management and general
Fundraising

Total expenses
Change in net assets from operations
Investment Income, Net of Expenses
Change in net assets

Net Assets Before Accumulated Other
Comprehensive Loss, Beginning of Year

Net Assets Before Accumulated Other
Comprehensive Loss, End of Year

Temporarily Permanently
Unrestricted Restricted Restricted
Funds Funds Funds Total
$ 574,556 $ 588,760 $ 135,912 $ 1,300,228
-0- 306,753 -0- 308,753
5,453,621 -0- -0- 5,453,621
495,084 -0- -0- 495,084
701,200 -0- -0- 701,200
7,224 461 896 513 135,912 5,256,886
927,730 (927,730) -0- -0-

8,152,191 (31,217) 135,912 8,256,886
4,994 509 Q- -0- 4,994 599
963,654 Q- -0- 963 654
1,496,212 -0- (- 1,496,212
7,454 465 Q- -0- 7,454 465
815,742 -0- -0- 815,742
310,643 -0- -0- 310,643
8,580,850 -0- -0- 8,580,850
(428,859) (31,217) 135,912 (323,964)
3,638,246 203,466 -0- 3,841,712
3,209,587 172,249 135,912 3,517,748
26,907,989 808,420 1,459,901 29,176,310

$ 30,117,576 3 980,669 $ 1,595,813 3 32,694,058

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, 2016

Revenue, Gains & Other Support:
Contributions
Federal grants and cost sharing
Membership dues
Advertising
Other

Temporarily Restricted Net Assets
Released From Restrictions

Total revenue, gains, and other support

Expenses:

Member and department support services
Youth and education services
Veterans and military families programs

Total program services
Management and general
Fundraising

Total expenses
Change In net assets from operations
Investment Income, Net of Expenses
Change in net assets

Net Assets Before Accumulated Other
Comprehensive Loss, Beginning of Year

Interfund Transfers

Net Assets Before Accumulated Other
Comprehensive l.oss, End of Year

Temporarily Permanently
Unrestricted Restricted Restricted
Funds Funds Funds Total
$ 782,703 $ 425 845 $ 126,563 $ 1,335111
-0- 839,293 -0- 839,293
5,619,470 -0- -0- 5,619,470
450,804 -0- «0- 450,804
680,155 -{)- -0- 680,155
7,633,132 1,265,138 126,563 8,924,833
1,196,833 {1,196,833) -0- -0-
8,729,965 68,305 126,563 8,924,833
4,897,101 ~0- -0- 4,897,101
826,476 -0- -0- 826,476
2,194,004 -0- -0- 2,194,004
7,917,581 -0- -0- 7,917,581
698,190 -0- -0- 698,190
281,200 (- -0- 281,200
8,896,971 -0- -(- 8,896,071
{167,008) 88,305 126,563 27,862
2,674,108 144 973 -0- 2,819,081
2,507,102 213,278 126,563 2,846,043
24,397,314 598,715 1,333,338 26,329,367
3,573 (3,573) -0- -0-
$ 26,907,989 % 808,420 $ 1,459,901 $ 29,176,310

See accompanying Notes to Consolidated Financial Statements.

5




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS

AND

AMERICAN LEGION AUXILIARY FOUNDATION, INC.

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED SEPTEMBER 30, 2017

Personne! and related benefits*
General operating expenses
Conventions and meetings
Occupancy

Professional services and fees
Printing and publications
Postage and freight

Grants and scholarships

Other

Total expenses

(WITH COMPARATIVE TOTALS FOR 2016)

Management

Program and 27 2016

Services General Fundraising Totals Totals
$ 2,574,267 $ 496,129 $ 102,217 $ 3,172,613 $ 3,535959
355,400 97,445 14,488 467,333 418,636
1,613,757 75,848 20,702 1,710,307 1,701,178
205,941 40,204 10,051 256,198 256,195
699,033 90,164 85,396 874,593 ©40,319
782,998 4,815 38,324 825,937 837,944
716,235 8,776 39,485 762,476 785,171
466,936 -0- -0- 466,938 282,577
39,898 4,561 -0- 44,459 38,994
$ 7,454,465 $ 815742 $ 310,843 $ 8,580,850 $ 8,896,971

*Includes AmeriCorps National/\VISTA member living allowances and related benefits of $268,541 in 2017 and $726,891 in
20186 relating to Federal grant awards.

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, 2016

Personnel and related benefits*
General operating expenses
Conventions and meetings
Occupancy

Professional services and faes
Printing and publications
Postage and freight

Grants and scholarships

Other

Total expenses

Management '

Program and 2016

Services General Fundraising Totals
$ 3,018,822 $ 401,769 $ 115368 $ 3,535,959
319,068 84,551 15,017 418,636
1,632,756 60,762 7,658 1,701,176
210,986 35,178 10,051 256,195
758,686 100,781 80,852 940,319
910,385 4,009 23,480 937,944
753,050 3,347 28,774 786,171
282,577 -0- -0- 282,577
31,291 7,703 -0- 38,994
$ 7.917,581 $ 598,190 $_ 281,200 $ 8,896,971

*Includes AmeriCorps National/VISTA member living allowances and related benefits of $726,891 in
2016 relating to Federal grant awards.

See accompanying Notes to Consolidated Financial Statements.

7




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS

AND

AMERICAN LEGION AUXILIARY FOUNDATION, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2017 AND 2016

Cash Flows From Operating Activities:
Change in net assets
Adjustments to reconcile change in net assets
1o net cash provided by (used in) operating activities:

Depreciation and amortization
Gain on disposal of assets
Net realized gain on investments
Net realized gain on investments - PUFL
Net unrealized gain on investments
Net unrealized gain on investments - PUFL
Net periodic pension expense

Changes in operating assets and liabilities:
Prepaid expenses
Other assets
Accounts payable
Accrued expenses and scholarships
Deferred revenue - dues
Deferred revenue - PUFL
Deferred revenue - other
Liability for pension benefits

Net cash provided by {used in) operating activities

Cash Flows From Investing Activities:
Fixed assets purchased
Proceeds from sale of assets
Purchase of investments
Proceeds from sale of investments
Purchase of investments - PUFL
Proceeds from sale of investments - PUFL

Net cash used in investing activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See accompanying Notes to Consolidated Financial Statements.
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2017 2016

$ 3,517,748 $ 2,846,943
47,555 78,014
(350) (215)
(846,819) (64,770)

(104,973) -0-
(2,217,067) (2,046,477)
(287,272) (286,479)
1,082 8,851
(83,803) (23,092)
(74,492) 55,594
(234,768) 289,881
78,763 (117,103)
(127,949) (194,277)
285,238 173,284
(28,739) 13,498
-0- {35,000)
(75,846) 698,652
(39,692) (31,385)

350 215
(2,900,358) (2,305,191)
2,840,004 1,478,095
(99,490) (96,600)
180,945 268,011
(18,239) (688,855)
(94,085) 11,797
772,602 760,805

$ 678517 $ 772,602




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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. Members of the Auxiliary are women who served, or whose relatives
served, in the United States Armed Forces during times of declared war and conflict. 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:

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, and
gains and losses are classified based on the existence or absence of donor-imposed
restrictions.




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

The three fund accounts include the following:
Unrestricted Fund

The unrestricted net assets are net assets not subject to donor-imposed
restrictions. The unrestricted fund is used to account for all contributions, revenues,
and expenses used for the general operations of the Organization.

Temporarily Restricted Fund

The temporarily restricted fund is used to record contributions and revenues that
are received or generated that have donor restrictions that limit the use of the donated
assets. When a donor restriction expires, temporarily restricted net assets are
classified as unrestricted net assets and are reported as net assets released from
restrictions in the statement of activities and changes in net assets. In addition, the
temporarily restricted fund includes, in the absence of explicit donor restrictions,
earnings on permanently restricted funds that have not yet been appropriated for
expenditure.

Permanently Restricted Fund

Assets held inviolate and in perpetuity are held in the permanently restricted fund
and include certain funds restricted for scholarships and other restricted purposes.
The net income from these investments and all non-restricted contributions are
available for release {o the unrestricted fund.

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 Eguivalents

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

Investments and Investment Return

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

10



AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

Investment return that is initially restricted by donor stipulation and for which the
restriction will be satisfied in the same year is first recorded as temporarily restricted and
then released from restriction. Other investment return is reflected in the statements of
activities as unrestricted, temporarily restricted, or permanently restricted based upon the
existence and nature of any donor or legally imposed restrictions.

Furniture and Equipment and Depreciation

Furniture, equipment, and leasehold improvements purchased and expenditures which
substantially increase the useful lives of existing assets are recorded at cost. Cost of
repairs and maintenance are expensed as incurred. Furniture, equipment, and leasehold
improvements are depreciated over the estimated useful lives, which range from 5 to 10
years, using the straight-line method of depreciation.

Support and Revenue Recoagnition

The Organization records gifts as revenue at the date it receives either cash or an
unconditional promise to give from a donor. Assets received from a donor are recorded at
fair value and are recorded as unrestricted revenue unless the donor includes stipulations
that limit the use of the assets, in which case the revenue is recorded as either Temporarily
or Permanently Restricted revenue. When a donor restriction expires, temporarily restricted
net assets are reclassified as unrestricted net assets and reported as “Net assets released
from restrictions” in the consolidated statement of activities and changes in net assets.

Contributions raised through direct mail campaigns by third-party vendors are reported

net of the associated cost in the consolidated statement of activities and changes in net
assets.

Functional Expenses

Expenses are allocated among various Programs, Management and General, and
Fundraising based on management's estimates of time spent by employees, space
utilization, or other rational bases.

Dues Income

Dues are recognized as income in the applicable membership period. Membership
dues are paid annually based on a calendar year-end.

1



AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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, 2017,
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,
2014,

Subseguent Events

Subsequent events have been evaluated through February 3, 2018, which is the date
the consolidated financial statements were available for issuance.

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, 2017 and 2016.

12




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS

AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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.

Assets measured at fair value at September 30, 2017 include the following:

Level 1 Level 3 Total
Cash and cash equivalents $ 678517 $ -0- $ 678,517
Investments 34,308,765 432,774 34,741,539
Investments - PUFL 4,039,769 -0- 4.039,759

$ 39,027,041 $ 432774 $ 39,459,815

Assets measured at fair value at September 30, 2016 include the following:

Level 1 Level 3 Total
Cash and cash equivalents 3 772,602 $ -0- $ 772,602
Investments 30,862,533 754,768 31,617,301
Investments - PUFL 3,728,969 -0- 3,728,969

$ 35,364,104 $ 754768 $ 36,118,872

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

inputs during the year ending September 30, 2017;

Fair Value Measurement Using Significant
Unobservable [nputs (Level 3)

Hedge Fund Partnerships Total
Beginning Balance, 9/30/16  § 238,567 $ 516,201 $ 754,768
Withdrawals (233,040) (105,651) (338,691)
Realized gains (losses) 19,142 (23,295) (4,153)
Unrealized gains (losses) {15,862) 36,712 20,850
Ending Balance, 9/30/17 $ 8,807 $ 423,967 3 432 774

13




AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

The following schedule summarizes the changes in assets measured using Level 3
inputs during the year ending September 30, 2016:

Fair Value Measurement Using Significant
Unobservable Inputs (Level 3)

Hedge Fund Partnerships Total
Beginning Balance, 9/30/156 $ 1,388,481 $ 541,406 $ 1,929,887
Withdrawals (1,098,750} (25,364) (1,124,114)
Realized gains (losses) 70,561 (5,791) 64,770
Unrealized gains (losses) (121,725) 5950 {115,775)
Ending Balance, 9/30/16 $ 238,567 $ 516,201 $ 754,768

3. INVESTMENTS AND INVESTMENT RETURN

A summary of the Organization’s investments and investment returns as of September
30, 2017 and 2016 and for the years then ended is as follows:

2017 2016
Cost Market Cost Market
Investments:
Money market funds $ 3,171,689 $ 3171689 $ 1,757,163 $ 1,757,163
Certificates of deposit -0- -0- 1,012,081 1,012,061
Exchange traded funds 6,999,501 11,161,951 6,284,688 9,355,018
Mutual funds and other 16,965,864 20,407,899 17,175,971 19,493,059
Total investments $ 27,137,054 $ 34741539 $ 26229883 $ 31,617,301

14



AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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,
2017 and 2016:

2017
Other Temporarily
General Unrestricted Total Restricted Auxiliary  Foundation
Fund Funds Unrestricted Funds Total Total Total

Dividends and interest (net of

expenses of $34,289) $ 631,304 % 99,241 § 730,545 % 23,847 § 754,492 § 23334 $ 777,826
Net realized gains (losses)

on invastments 850,847 4,555 855,402 (5,693) 849,709 (2,890) 846,819
Net unrealized gains {losses)

on investments 1,808,800 243,499 2,052,299 87,188 2,139,487 77,580 2,217,067

Total investment income 3 3290951 $§ 347205 § 3638246 § 105442 $3,743688 $ 98,024 § 3,841,712

2016
Other Temporarily

General Unrestricted Total Restricted Auxiliary  Foundation

Fund Funds Unrestricted Funds Total Total Total
Dividends and interest (net of
expenses of $33,077) $ 622767 % 44336 $ 667,103 § 22,311 § 689414 § 18420 $ 707.834
Net realized gains (losses)
on investments 84,770 ~0- 64,770 -0- 64,770 -0- 64,770
Net unrealized gains (losses)
on invesiments 1,825,496 116,739 1,942,235 58,644 2,000,879 45598 2,046,477

Total investment income $ 2513033 § 161,075 $ 2,674,108 §$ 80,955 §$2755063 § 684018 $ 2,819,081

4. FURNITURE AND EQUIPMENT

The Organization’s furniture and equipment for the years ended September 30, 2017
and 2016 are as follows:

017 016
Furniture, office equipment and
information technology $ 1506875 $ 1,498,268
Leasehold improvements 38,039 38,039
Software in progress 19,685 -0- _
1,564,599 1,536,307 |
Accumulated depreciation and
amortization (1,458,836) (1,422,681)
S 105763  §__ 113,626
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

UNRESTRICTED NET ASSETS

Unrestricted net assets are internally designated for the following purposes at
September 30, 2017 and 2016:

2017 2016
Auxiliary Unrestricted Net Assets:

General operations $ 25,346,526 $ 25194,753
NEC designated reserves 1,948,500 480,000
Auxiliary Emergency Fund 534,239 432,368
Spirit of Youth Fund 266,822 204,230
National President's Endowment Fund (NEC designated) 1,889,708 456,875
Other 121,840 117,121
30,105,635 26,885,347

Foundation Unrestricied Net Assets:
(General operations 11,941 11,942
Total consolidated unrestricted net assets $ 30,117,578 $ 26,897,289

TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following purposes at September

30, 2017 and 2016:

2017 2016
Auxiliary Temporarily Restricted Net Assets:

Undistributed endowment earnings 183,440 3 134,498
Spirit of Youth Fund 324,016 308,738
Emergency Fund grants 127,454 150,848
Other 55,047 63,859
689,957 655,943

Foundation Temporarily Restricted Net Assets:
Undistributed endowment earnings 116,706 42,016
Veteran Projects Fund 124,281 81,648
Natiohal and Local Veteran Creative Arts Festival(s) 49,725 38,613
290,712 183,177
Total consolidated temporarily restricted net assets 980,669 3 819,120
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

NET ASSETS RELEASED FROM RESTRICTIONS

Net assets released from donor restrictions from the temporarily restricted fund to the
unrestricted fund by incurring expenses satisfying the restricted purposes or by occurrence
of other events specified by the donors, are as follows:

2017 2016
Purpose restrictions accomplished:
Auxiliary:
Veteran services capacity building (CNCS) $ 308,753 $ 839,293
Emergency Fund grants and related expenses 275,820 161,190
Spirit of Youth Fund scholarships and related expenses,
net of forfeitures 56,099 39,368
National President's Endowment Fund scholarships and
related expenses, net of forfeitures 56,500 -0-
ALA Girls Nation expenses 18,420 10,190
Other 65,116 4,251
Foundation;
Endowment distributions in support of Auxiliary operations 23,058 18,429
Veteran Projects Fund Grants 6,558 39,777
Naticnal and Local Veteran Creative Arts Festival(s) 81,606 57,335
Auxiliary mission sub-grants to ALA National and
ALA Departments, Districts, and Units 58,000 27,000

$ 927,730 $ 1,198,833

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 frust 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 consoclidated
statement of activities and changes in net assets.
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

The financial position of the PUFL Membership trust is as follows:

017 201
Assets:
Cash $ 125,150 $ 142,358
Investments - PUFL 4,039,759 3,728,969
Other 15,247 29,213
Total assets $ 4,180,156 $ 3,900,540
Liabilities:
Due to General Operating Fund $ 296,683 $ 302,305
Deferred revenue - PUFL 3,883,473 3,598,235

S 4,180,156 $ 3,900,540

The cost and market value of investments in the PUFL Membership trust as of
September 30, 2017 and 2016 are as follows:

2017 2016
Cost Market Cost Market
Investments:
Money market funds $ 82204 $ 82,204 $ 162,071 $ 162,071
Exchange traded funds 1,207,588 1,834,985 1,350,351 1,796,408
Mutual funds and other 2,020,405 2,122,570 1,774 257 1,770,490
Total investments $ 3,310,197 $ 4,039,759 $ 3,286,679 $ 3,728,969

The following schedule summarizes the PUFL Membership trust investment income for
the years ended September 30, 2017 and 2016:

2017 2016
Dividends and interest (net of expenses) $ 80,565 $ 78,589
Net realized gains on investments 104,973 -0-
Net unrealized gains on investments 287,272 286,479
Total investment income $ 472,810 $ 365,068
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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:

2017 2016
Projected benefit obligation $ (3,502,753) $ (3,708,812
Fair value of plan assets 2,400,878 2,406,768
Funded status $ (1,101,875 $ (1,302,044)
Accumulated benefit obligation $ (3,602,753) $ (3,708,812)

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:

2017 2016
Liability for pension benefits $ 1,101,875 $ 1,302,044
Unrecognized losses (Note 16) {1,205,501) (1,401,458)
Unamortized prior service cost (Note 16) (32,583) (37.877)
Net periodic pension cost 1,082 8,851
Employer contributions -0- 35,000
Benefits paid 182,156 144,717

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

2017 2016
Weighted-average assumptions:
Discount rate 3.54% 3.23%
Rate of compensation increase N/A N/A
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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

2017 2016
Weighted-average assumptions:
Discount rate 3.54% 3.23%
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 as of September 30:

2018 $ 208,738
2019 209,189
2020 205,300
2021 201,117
2022 215,556
2023-2027 1,005,194
$ 2,045,094

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, 2017 and
2016 were as follows;

Target 2017 016
Equity securities 40 - 60% 32% 47%
Debt securities 40 - 60% 64% 50%
Other 0-20% 4% 3%

The market values of the investments are measured by a Level 1 input in accordance
with U.S. GAAP.
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

PROFIT SHARING PLAN

The Auxiliary established a 401(k) Profit Sharing Plan subsequent to the freezing of the
pension plan in 2008 (Note 9). 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. Participants
become fully vested in employer contributions after five (5) years of service. The Auxiliary
contributed $103,816 and $63,943 in 2017 and 20186, respectively.

OPERATING LEASES

The Auxiliary leases its National Headquarters’ office under an agreement that calls for
monthly lease payments ranging from $19,751 to $20,042 through January 2019 plus the
Auxiliary’s proportionate share of operating costs. Total lease expense for the National
Headquarters' Office was $222,596 and $222,595 in 2017 and 2016, respectively.

The Auxiliary also leases certain office equipment under a term in excess of one year.
The lease requires minimum monthly lease payments of $1,663 through July 2019. Lease
expense for this lease and other short-term cancelable leases was $18,698 and $21,180 in
2017 and 20186, respectively.

Future minimum lease payments under the terms of all noncancelable operating leases
at September 30, 2017 are as follows:

Year Ending
September 30,
2018 $ 250,294
2019 95,134

$ 354,428

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.
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

Activities between the Auxiliary and the Legion for the years ended September 30,
2017 and 2016 are summarized below:;

2017 2016
Disbursements to Legion:
Conferences and convention $ 78,654 $ 63,055
Legal services 7,500 7,500
National emblem sales 10,865 17,567
Contributions fo the Legion and its affiliates 2,500 2,500
Other 9,180 10,384
$ 108,699 $ 101,906
Receipts:
National emblem sales $ 60,715 $ 59158

NATIONAL PRESIDENT'S SCHOLARSHIP ENDOWMENT
Compositi_on of Endowment Net Assets

The Auxiliary created the National President's Scholarship Endowment Fund (the
“Endowment”) in 2008 to provide funding for scholarships awarded by the Auxiliary. The
endowment consists of quasi endowment funds set aside by the Nationa! Executive
Committee (“NEC”) and donor-designated funds. Contributions to the NEC-designated and
donor-designated portions of the endowment are classified as unrestricted and permanently
restricted, respectively, in the consolidated statements of financial position, and the
components are tracked separately for the purpose of recording investment income.
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

Endowment net assets at September 30, 2017 include the following:

NEC Donor
Designated Designated Total

Historic gift value $ 343,290 $ 679,463 3 1,022,753
Accumulated earnings 113,585 134,498 248,083

Endowment net assets, beginning of year 456,875 813,961 1,270,836
Additions to endowment 1,250,000 20121 1,270,121
Transfer from reserves -0- 18,500 18,500
Scholarships paid, net of forfeitures -0~ {75,000} {75,000)
Interest and dividends, net of fees 41,034 23,947 64,981
Realized losses 12,425 (5,693) 6,732
Unrealized gains 129 374 87,188 216,562

Change in endowment net assets 1,432,833 69,063 1,501,896
Endowment net assets, end of year $ 1,888,708 3 883,024 $ 2772732
Historic gift value $ 1,593,290 $ 699,584 $ 2,202,874
Accumulated earnings 296,418 183,440 479,858

Endowment net assets, end of year $ 1,888,708 3 883,024 $ 2772732
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

Endowment net assets at September 30, 2016 include the following:

NEC Donor
Designated Designated Total

Historic gift value $ 343,290 3 669,285 $ 1,012,575
Accumulated earnings 112,102 53,544 185,646

Endowment net assets, beginning of year 455,392 722,829 1,178,221
Additions to endowment -0- 10,178 10,178
Scholarships paid, net of forfeituras (45,000) -0- {45,000)
Interest and dividends, net of fees 12,070 22,311 34,381
Unrealized gains 34,413 58,644 93,057

Change in endowment net assets 1,483 91,133 92 616
Endowment net assets, end of year 3 456,875 $ 813,962 $ 1,270,837
Historic gift value 3 343,290 $ 679,463 $ 1,022,753
Accumulated earnings 113,585 134,498 248,083

Endowment net assets, end of year 3 4586 875 $ 813,081 5 1,270,838

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 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 Organization classifies as permanently restricted net assets: a) the
original value of gifts donated to the permanent endowment; b) the original value of
subsequent gifts to the permanent endowment; and ¢) accumulations to the permanent
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 classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the Organization.
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AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

Endowment Draws

Endowment draws, net of forfeitures, of $75,000 and $45,000 were made during the
years ended September 30, 2017 and 20186, 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 National Executive Committee 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 National Executive
Committee.

The NEC-designated portion of the endowment may be added to or expended by the
National Executive Committee at their discretion. At the recommendation of the National
Finance Committee, and by approval of the National Executive Committee, 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
Equities 55%
Fixed Income 28%
Cash and Equivalents 2%
Alternative Investments 15%
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AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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.

AMERICAN LEGION AUXILIARY FOUNDATION ALA MISSION ENDOWMENT

Composition of 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 and contributions are
classified as permanently restricted in the consolidated statements of financial position.

Endowment net assets at September 30, 2017 and 2016 include the following:

Historic gift value
Accumulated earnings (losses)
Endowment net assets, beginning of year

Additions to endowment
Endowment distributions
Interest and dividends, net of fees
Realized losses
Unrealized gains
Change in endowment net assets

Endowment net assets, end of year

Historic gift value
Accumulated earnings
Endowment net assets, end of year

26

2017 016
$ 780,438 S 664,053
42,016 (3,573)
822,454 660,480
115,791 116,385
(23,058) (18,429)
. 23,058 18,420
(2,890) 0-
77,580 45,598
190,481 161,074
$ 1,012,935  $ 822454
$ 896,229  $ 780,438
116,706 42,016
$ 1,012,935  $ 822,454
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AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

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 Organization classifies as permanently restricted net assets: (a) the
original value of gifts donated to the permanent endowment; (b) the original value of
subsequent gifts to the permanent endowment; and (c) accumulations to the permanent
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 classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the Organization.

Endowment Draws

Endowment draws during the years ending September 30, 2017 and 2016 were
$23,058 and $18,429, 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.

CONCENTRATIONS

The Organization maintains cash in bank deposit accounts which, at times, may
exceed Federally insured fimits. 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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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 2017 AND 2016

16. COMPREHENSIVE INCOME

Comprehensive income for the years ended September 30, 2017 and 2016 includes

the following:
2017 201
Change in net assets $ 3,517,748 $ 2,846,943
Other comprehensive income;
Unrecognized losses, beginning of year 1,401,458 1,074,715
Unrecognized losses, end of year 1,205,501 1,401,458
Change in unrecognized losses 195,957 (326,743)
Unamortized prior service cost,
beginning of year 37,877 43,171
Unamortized prior service cost,
end of year 32.583 37,877
Change in unamortized prior service cost 5,294 5,294
201,251 {321,449
Comprehensive income $ 3,718,999 $ 2,525,404

17. STRATEGIC PLAN

In 2014, the National Executive Committee adopted the vision and five goals of a 5-
year strategic plan to help ensure that by the end of the Auxiliary’s 100th anniversary in
2019-2020, the Auxiliary is effectively serving its mission in every community. The
American Legion Auxiliary 5-Year Centennial Strategic Plan is the map with 19 strategies to
achieve the five primary goals so the Auxiliary can meet the needs of its veterans and
military families in the community for another 100 years. The national strategic plan was
developed by over 100 members and depends on the organization at all levels achieving
the five following strategic goals by 2020: a) Enhance Membership Strength; b) Create an
Internal Culture of Good Will; ¢) Develop Leadership at All Levels; d) Strengthen
Departments and Units; and e) With The American Legion Build Brand Loyalty.

Departments are at various stages of developing and implementing statewide plans
customized to achieving the five goals. With overwhelming member support, the National
Executive Committee budgeted $730,000 in 2018 to resource the Centennial Strategic
Plan, recognizing the critical need to invest in the future growth of the Auxiliary.
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AMERICAN LEGION AUXILIARY NATIONAL HEADQUARTERS
AND
AMERICAN LEGION AUXILIARY FOUNDATION, INC.

ANALYSIS OF DEFERRED REVENUE — PUFL
YEARS ENDED SEPTEMBER 30, 2017 AND 2016

2017 2018
Increases:
Membership dues $ 163,232 $ 171,024
Investment income 472,810 365,088
636,042 536,092
Decreases:
Distributions to departments 298,704 305,326
Administrative expense 52.100 57,482
350,804 362,808
Net Increase 285,238 173,284
Deferred Revenue, Beginning of Year 3,598,235 3,424 951

Deferred Revenue, End of Year $ 3,883,473 $ 3,508235

See Independent Auditor's Report on pages 1-2.
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AND

CONSOLIDATING STATEMENT OF FINANCIAL POSITION

Assets;
Cash and cash equivalents
Investments
Investments - PUFL
Prepaid expenses

Furniture and equipment, net
Other assets

Total agsets

Liabilities:
Accounts payable
Accrued expenses
Accrued scholarships
Deferred revenue - dues
Deferred revenue - PUFL

Deferred revenue - other
Liability for pension benefits
Total liabilities

Net Assets;
Unrestricted net assets

Temporarily restricted net assets
Permanenfly restricted net assets

Total net assets before accumulated
other comprehensive loss

Accumulated other comprehensive loss

Total net assets

Total liabilities and net assets

SEPTEMBER 30, 2017

ASSETS
Auxiliary Foundation Eliminations Total
$ 413,383 $ 265,134 $ -0- 3 678,517
33,723,516 1,018,023 -0- 34,741,539
4,039,759 -0- -0- 4,039,759
188,493 -0- -0- 188,493
105,763 -0- -0- 105,763
316,870 6,386 (77,166) 246,190
$ 38,787,884 $ 1,289,543 $ (77,166) 3 40,000,261
LIABILITIES AND NET ASSETS
$ 768,972 $ 90,661 $ (77,166) $ 782 467
351,416 -0~ -0- 351,416
55,500 -0- -0- 55,500
2,338,740 -0- -0- 2,338,740
3,883,473 -0- -0- 3,883,473
30,818 -0- -0- 30,816
1,101 875 -0- -0- 1,101,875
8,530,792 90,661 (77,166} 8,544,287
30,105,635 11,941 -0- 30,117,576
689,957 290,712 -0- 980,669
699,584 896,229 -0- 1,595,813
31,495,176 1,198,882 -0- 32,694,058
(1,238,084 -0- -0- {1,238,084)
30,257,002 1,198,882 -0- 31,455,974
$ 38,787,884 $ 1,289,543 $ (77,166) $ 40,000,261

See Independent Auditor's Report on pages 1-2.

30



Le
‘Z-1 sobed uo Noday s Jolipny Juspuadsapu| 8ag

BSO'PEO'CE $ -0- $ ZsR'eélL’L $ sBZz'osR $  ZLL'062 [ A $ o/L'geF'lE $ ¥BS'669 ¢ /56'689 $  ge9's0l0E 8 1eaj 0 pug ‘sso amsusyasdiion
ABULQ PABINWINDDY 24056 1958y JON
0LE'9LLBT GOL0L /G5'GG6 SE¥ 08L L1188l Tr6 L1 £50'01Z2'82 €97 6.0 A ) 1¥8688'0T ies 3o BujuuiBag ‘sso7 aalsuayaidwod
1810 paje|iwnady a1019g S)osSsy 19N
8rLL1GS (voL'ol) SZE'EFT 162°GLL GE5'LEL (1} £TL's8e'e 12i'oe 7L TP 882'022'¢ slesse Jeu uj sueyy
zLve'e -0- ¥20'88 o 2086 -0 BR0'CF.E -0 Zhrsal ¥z 8E9°C sasuvdxg JO JON ‘DLIOIU] JUIWISAU]
{(ro6°cEE) (0001} Log'shlL L6L'GLL 11562 (8] (g95'861) Lzl'oe {82.'09) (856°21%) suonesedo way sjosse Pu U obueyd
058°085'8 (nze'so7) /8T -0- -0 8/EZLE Z61'889'8 -0 -0- Z6.°€E5'8 sosusdxe |e1o]
£¥9'0iE -0 ¥08'68 -0- -0- #08'68 622022 -0- -0- 628'022 Buisizspunz
Tri'sie (751°291) pegsh i -0- 0e8'st 990°CE6 -0 -0~ 990'¢E6 |emUsE pue JusWwsbeuey
GOF FGP'L (GI:TArA]Y, ¥ri8ll -0- 0 phL'asL /89'628"L -0 -0 288'6.¢8'2 seopuss welboud g0l
TIT96K' | (201S) TiT'l8 -0~ -0~ 2/Z'18 IF0S9F | o -0 1¥0'EerL swelboud safjiue) AW PUB SUBISISA,
¥59'598 (650'8¥)} o/5°Le -0- -0- /518 /£1°0E6 -0 -0 2211086 SBDIAIBS UOIJEONPS PUB UINCK
BBG ¥H6'Y -0- 968"/ -0 -0- 9684 £02'686'y -0 -0 £0.'986't seoiaies Hoddns Jusugiedap pue JagquiRiy
rgasuadig
982'957'8 {oz0'eLz} B.9°L5F 182°GL1 11562 AT 122°6/0'8 12102 (az2709) PERGLL'S Hoddns Jayic pue ‘sulef ‘anueaed fero
-0 -0~ -0~ -0 (@zz'evl) zZ2 ¥l o -0- (CRETN; 20584/ SUOHSLYSSI LG pOSEs|al S)3sSe JoN
988'052'] {ozo'ase} 619 26¥ LBLGLL €eL'8L1 G51'281 122'510'8 LZL'0Z 08L°LLL oze’iee)s
202°1L0L -0- -0- -0- -0- -0- 002104 -0- -0 00z L0/l B0
¥30's6¥ -0~ -0 -0 -0 -0 $80°56¥% -0- -0 780'G6Y Buistoapy
L20'eSH's -0 -0- - -0 -0 L29'est's -0- -0- LZG'eST'S senp diysisquusiy
£62'908 0= Q- -0~ -0~ -0 £62'908 -0- £6/'90¢ -0- Bupeys 1ses pue sjueib [2ieps4
gzz'ooe’l ¢ (ozo'osd) ¢ 649'%¢ ¢ LBLGLL $ ERL'BiL $ gsl'gol $ 895'8il'l § LEL'0e $ sZ0My % 1EFie9 % SUCRRGLILOD
poddng Jauyy() 9 sulen ‘anuandy
[1z2%01 suoneunung |E101 spung spung spung eloL Spund spund spund
uogepunog pajoLsey pejagsay pejoLIsaiun) faegxny payoLsay PIJOLISaY pajomIsaiun
AusueuLdd Auerodwa] Apusueuwiad Auelodwa)
uoiepuncg Ay

2102 ‘02 ¥38NTLdIS A4ANT HVIA
S13ASSY LAN NI SFONVHO ANV S3ILIAILDY 40 INJWILVLS ONI1LVAITOSNOD

"ONI ‘NOILLYANNOA AYNVITIXNY NOIDIT NVORIANY
anNv
SYILHVNOAVIH TVNOILVYN AHVITIXNY NOID3T NVOIRRMINY



A
-7-1 sebed uo poday s Jojpny Juepuadapu] @9g

ocle'sll’6e $ 004°GL ¢ 155'956 ¢ eer08s [ IR $  Z¥ELL ¢ gg0'ole’ez § £s¥'sL9 [ 2 AT $ IpE'sER’9C ¢ fea, Jjo pud ‘ss0T aAIsusyaIdwos
19410 PIIBINWINDY 31043 SI9SSY J2N
-0- -0 -0- 0 (gz9'e} £L5°E -0- -0~ -0 -0- Sl8jSuel] punyau|
L98'628'92 -0 £50°01L8 £50'¥9% 629'L8) Lig'e 7LE'BLS'ST §92'699 980°L9¥ SYE'88E'vT Aea) jo Buluifog “sso aalsusyesduion
JAIO PRIBINWIRDYY S10jag S1essY JaN
£P8'9re'Z 00.L°0L 05GPl geg'all 1ZL'6T (2} 62069 gi1'0l 251781 P01 96t' sjesse jeu Ul sfiueyd
180°6L8'T -0 81079 -0- BLO'$S -0- £90'854'2 -0~ 55608 B0L'L9'E sesuadx 10 JoN ‘SWOIU| JUILLLSBAUL
z98'.2 00/l 9g¥’ 18 5eg'9LL - (268°%5) () (Fze va} g.L'0) zoZ'sol (roL'223) suohesado Wwey siesse jau Ul elueyn
L16'968'8 (zeceve) GiB'EBE -0~ -0 T4 TV SPR'E -0- -0 eV GPR'S sasuscxe [BoL
00T L8E -0 [TA=E7 -0- -0- L1aF.L 685°90Z -0- -0 685902 Buisieipung
061869 (zee’1sL} S9B'Sy -0- -0r 9s8'et 955°608 - R 965'G0g |esoush pue JslWabeley
L8SLLE L (500°18) 26T'SLL -gn -0 26Z'GLL 987°gER’' /. -C- -0 g982'cL8’ L so2Aes Weuboud (210
¥00 V6L (G85%5) GSRECL -0- -0 SGREZ) ¥ELFTLT -0~ -0 YeLPELT swreifiod saijiwe) ABl|IW PUE SUBISISA
alt'9zZ8 (0zy's1) LA LE -o- -0- LILLE GZL'EL8 -0- -0- gzi'clg S30IAISS UCIIEINDD PUE Linoj
Lol Jeg'y {oo0'81) 2:2'0e -0 -G- elz'nz BZ9'¥68'Y -0- -0- 6Z8'76E8'Y seolales Joddns uauledsp pue Jequsin
sasuadxg
£ER'VTE'Y (1eg1ee) L9E'GIE EEEEN (z88°%¢) c/9'E6T 601°18.°8 /10l Z0Z'E0t [FANEEY] Hoddns 1elto pue ‘sulef ‘snuanal @101
-0 -0- -0- -0~ (LvszrL) L¥5erl - -0- (Zezve0'L) 26E¥S0’L SUON3LASA) LWOY peses|al SISSSE 19N
£ER'VZE'S {ze9'1¢2) Loe'sie 58e'glLL o L0L Zee'LslL 8oL'18L'e 2/L'0k PEYLGLL LeP'ELg’L
§551°028 -0- -0- -0 -0- -0- §51'089 -0- -0 551088 FENTg)
¥08°05% -0- -0 -0~ -0 -0 $08'05F -0- -0- 08’05 Buisipsapy
0’6196 -0- -0- -0- -0- -0 0l7'615°G -0~ -0- 0i¥'sL8's senp diysisqualy
£6Z'6E8 -0- -0- -0~ -0- -0 £BZ'BER -0- £62'688 Q- Bupzeys 1sc0 pue sjueld felapaq
iki'eee’t  $ (Leo'tez) ¢ Leesse $ ©BE9LL $  ¥hoL0L $ zeglwl $  /8e'16l°L  $  8il'ol ¢ Loz'sie g 800'cee $ suonnguiuey
poddng JeyiQ ¢ suleg) fanuaaay
FEjoL suogeuwa 2190 spund spung spund 12301 spung spung spung
uogEpUnoy p3l2Isay PIRANISIY pajaLasalun Aemny pajoLnsay paroLnsay pelolMIsaIn
Aguauruusd Apresodwa g Apuaueuiiag Auelodwiay
uoepunog AEpxny

9102 '0€ Y3gNTLdIS AIANT dvIA
S13SSY 13N NI SONVYHD ANV SAILIAILOY 40 INIJWILVIS ONILYAITOSNOD

*ONI ‘NOILYANNOA AYVITIXNY NOID3T NYOIHANY
ANV
SHIALHVYNDAVIH TVNOILVN AUVIIIXNY NOIDIT NVOIIHINY




AGREED-UPON PROCEDURES
APPLIED TO

AMERICAN LEGION AUXILIARY
NATIONAL HEADQUARTERS

SEPTEMBER 30, 2017



AMERICAN LEGION AUXILIARY
NATIONAL HEADQUARTERS

TABLE OF CONTENTS

Page
Independent Accountant’s Report on Applying Agreed-Upon Procedures 1
Exhibit | - Procedures Performed 2

Exhibit Il — Resuits and Findings 3



Toll Free: 888.922.4941
www.alerdingcpagroup.com

et 4181 E. 96™ Street, Suite 180
e r l n Indianapalis, IN 46240
/ Phone: 317.569.4181

CPA GROUP

INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURES

Audit Committee
American Legion Auxiliary National Headquarters
Indianapolis, Indiana

We have performed the procedures enumerated in Exhibit |, which were agreed to by the
Audit Committee of the American Legion Auxiliary National Headquarters (the “Auxiliary”) solely
to assist the Auxiliary in ascertaining whether Federal grant awards received during the year
ended September 30, 2017 were administered in accordance with the applicable compliance
requirements as outlined in our engagement letter dated September 6, 2017. The Auxiliary's
management is responsible for ensuring all compliance requirements related to Federal awards
are met. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public Accountants.

The sufficiency of these procedures is solely the responsibility of those parties specified in
this report. Consequently, we make no representation regarding the sufficiency of the
procedures described in Exhibit | either for the purpose for which this report has been
requested or for any other purpose.

We were not engaged to and did not conduct an examination of the Auxiliary’s financial
statements or all transactional detail related thereto, the objective of which would be the
expression of an opinion on the financial statements and transactional detail of the Auxiliary .
Accordingly, we do not express such an opinion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of management of the Auxiliary
and is not intended to be and should not be used by anyone other than these specified parties.

Mvﬁy CAA Grrup

February 3, 2018



AMERICAN LEGION AUXILIARY
NATIONAL HEADQUARTERS

EXHIBIT | - PROCEDURES PERFORMED

The procedures performed included those procedures which we deemed necessary to test
funds expended for all Federal awards received had we conducted a Single Audit under
Governmental Auditing Standards. The Auxiliary's Federal expenditures for the year ended
September 30, 2017 are included in Exhibit Il, and our findings will not be submitted to the
Federal Audit Clearinghouse due fo the total Federal expenditures being below the $750,000
threshold.

Our procedures included testing of internal controls over financial reporting and compiiance
with the provisions of laws, regulaticns, contracts, and award agreements in accordance with
Governmental Audifing Standards (*GAS”), issued by the Comptroller General of the United
States. Our procedures also included testing of internal control over compliance related to
major programs and compliance with Federal statues, regulations, and the terms and conditions
of federal awards that could have a direct and material effect on each major program in
accordance with the Single Audit Act Amendments of 1996, Title 2 U.S. Code of Federal
Regulations (*CFR”) Part 200, Uniform Administrative Requirements, Cost Principies, and Audit
Requirements for Federal Awards {"Uniform Guidance”).

Our procedures were conducted in accordance with the standards for financial audits
contained in GAS, issued by the Comptroller General of the United States; the Single Audit Act
Amendments of 1996, and the provisions of the Uniform Guidance, and included tests of
accounting records, a determination of major program{s) in accordance with the Uniform
Guidance, and other procedures we considered necessary to satisfy our objective.

As required by the Uniform Guidance, we performed tests of controls over compliance to
evaluate the effectiveness of the design and operation of controls that we considered relevant
to preventing or detecting material noncompliance with compliance requirements applicable to
each major Federal award program. However, our tests were less in scope than would be
necessary to render an opinion on those controls and, accordingly, no opinion is expressed
herein.

Our procedures included tests of the Auxiliary’s compliance with provisions of applicable
laws, regulations, contracts, and agreements, including grant agreements. However, the
objective of those procedures was not to provide an opinion on overall compliance, and we do
not express such an opinion.

The Uniform Guidance requires that we plan and perform the engagement to obtain
reasonable assurance about whether the auditee has complied with applicable Federal statutes,
regulations, and the terms and conditions of Federal awards applicable to major programs. QOur
procedures consisted of tests of transactions and other applicable procedures described in the
OMB Compliance Supplement for the types of compliance reguirements that could have a
direct and material effect on each of the Auxiliary’s major programs.



AMERICAN LEGION AUXILIARY
NATIONAL HEADQUARTERS

EXHIBIT Il RESULTS AND FINDINGS

We performed the procedures described in Exhibit [ on the Auxiliary’s Federal awards for
the year ended September 30, 2017. The Auxiliary had one Federal program during this
period, VISTA State, which we identified as the major program. Our testing did not identify any
errors or omissions in the administration of the Federal award, and there were no material
weaknesses or significant deficiencies in the internal control over financial reporting or
instances of noncompliance. In addition, there were no material weaknesses or significant
deficiencies in internal control over the VISTA State program.

As noted in Exhibit |, our findings will not be submitted to the Federal Audit Clearinghouse
due to the total Federal expenditures being below $750,000. The Federal expenditures for the
year ended September 30, 2017 were as follows:

Federal Grantor/ Federal
Pass-through Grantor/ CFDA Pass Through Federal
Program or Cluster Title Number Entity ID Number Expenditures

U.S. Department of Health and Human Services:

Corporation for National and Community Service:

VISTA State 94.013 13-046-W52318 $ 171,012
Total Expenditures of Federal Awards $ 171,012



