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Board of Directors
The American Lung Association of the Southwest
Greenwood Village, Colorado

Independent Auditors’ Report

We have audited the accompanying statement of financial position of the American Lung
Association of the Southwest (Association) as of June 30, 2009 and the related statements
of activities, functional expenses, and cash flows for the year then ended. These financial
statements are the responsibility of the Association's management. Our responsibility is
to express an opinion on these financial statements based on our audit. The prior year
summarized comparative information has been derived from the Associations 2008
financial statements and, in our report dated October 13, 2008, we expressed an
unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Association as of June 30, 2009, and the changes in its
net assets and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America.
W ¢G. we

September 11, 2009 BONDI & Co. Li.c




The American Lung Association of the Southwest
Statement of Financial Position
Year Ended June 30, 2009 (with summarized comparative totais for the year ended June 30, 2008)

CURRENT ASSETS
Cash and Cash Equivalents
Contributions Receivable
Prepaid Expenses

Total Current Assets

LONG-TERM ASSETS
Property and Equipment, Net
Long-Term Investments
Unconditional Promises to Give
Beneficial Interest on Perpetual Trust
Total Long-Term Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Expenses
Lease Deposits
Deferred Income
Total Current Liabilities
Non-current Liabilities
Accrued Pension Costs
TOTAL LIABILITIES

NET ASSETS
Unrestricted Operating Funds
General Operating
Invested in Fixed Assets
Total Unrestricted Operating Funds

Temporarily Restricted Operating Funds
Future Projects
Future Periods
DeSouza Research Fund

Total Temporarily Restricted Operating Funds

Permanently Restricted Operating Funds:
Perpetual Trust
Donor Designated Endowment Funds
Total Permanently Restricted Operating Funds
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an ir

ASSETS
Temporarily Permanently

Unrestricted Restricted Restricted 2009 2008
$ 1,876,507 $ - $ - $ 1,876,507 $ 1,473,404
911,382 - - 911,382 896,782
87,480 - - 87,480 53,498
2,875,369 - - 2,875,369 2,423,684
3,234,729 - - 3,234,729 3,464,603
2,920,899 590,165 41,714 3,652,778 4,686,524
- - - - 512,029
- - 289,330 289,330 357,869
6,155,628 590,165 331,044 7,076,837 9,021,025
$ 9030997 §$ 590,165 $ 331,044 $ 9,952,206 $ 11,444,709

LIABILITIES AND NET ASSETS
$ 427585 $ - $ - $ 427585 §$ 569,301
248,099 - - 248,099 287,520
1,749 - - 1,749 6,993
131,710 - - 131,710 123,783
809,143 - - 809,143 987,597
734,956 - - 734,956 378,109
1,544,099 - - 1,544,099 1,365,706
4,252,169 - - 4,252,169 4,837,623
3,234,729 - - 3,234,729 3,464,603
7,486,898 - - 7,486,898 8,302,226
- 23,643 - 23,643 23,643
- - - - 512,029
- 566,522 - 566,522 841,522
- 590,165 - 590,165 1,377,194
- - 289,330 289,330 357,869
- - 41,714 41,714 41,714
- - 331,044 331,044 399,583
7,486,898 590,165 331,044 8,408,107 10,079,003
$ 9030997 $ 590,165 $ 331,044 $ 9952206 $ 11,444,709
gral part of the fi ial state
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The American Lung Association of the Southwest
Statement of Activities
Year Ended June 30, 2009 (with summarized comparative totals for the year ended June 30, 2008)

PUBLIC SUPPORT AND REVENUE
Contributions and Donations
Direct Mail
Special Events, Net
Vehicle Donation and Promotions
Workplace Giving
Memorials
Bequests
Individual Gifts
Corporate Gifts
Foundation Gifts
In-kind Contributions
Total Contributions and Donations
Revenue
Individual Gifts-Restricted
Corporate Grants/Gifts-Restricted
Foundation Grants/Gifts-Restricted
Grants from Other Not-for-Profit Organization
Government Contracts/Grants
Program Service Fees
Interest and Dividends
Rental Income
Trust Income
Miscellaneous income
Total Revenue
TOTAL PUBLIC SUPPORT AND REVENUE

ASSETS RELEASED FROM RESTRICTION
TOTAL PUBLIC SUPPORT AND REVENUE

EXPENSES
Program Services
Supporting Services
Total Expenses

CHANGE IN NET ASSETS FROM OPERATIONS
NON-OPERATING ACTIVITIES
Realized Gain/Loss on Investments
Unrealized Gain/Loss on Investments
Gain or Loss on Value of Other Asset
Total Non-Operating Activities

Effect of adoption of recognition and measurement date
provisions of FASB Statement No. 158
CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

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

Temporarily Permanently
Unrestricted Restricted Restricted 2009 2008

$ 1,671,089 $ - $ - $ 1,671,089 § 1,863,792
930,756 - - 930,756 940,776
312,434 - - 312,434 446,089
124,765 - - 124,765 127,762
62,294 - - 62,294 105,111
530,267 - 530,267 957,287
73,232 - - 73,232 80,269

- - - - 14,860

900 - - 900 15,246

47,119 - - 47,119 31,439
3,752,856 - - 3,752,856 4,582,631

- 49,099 - 49,099 46,980

- 130,343 - 130,343 270,399

- 236,863 - 236,863 184,622

- 86,786 - 86,786 185,179

- 3,016,733 - 3,016,733 2,945,592

- 282,586 - 282,586 274,655

180,313 - - 180,313 183,905
85,728 - - 85,728 114,854
508,562 - - 508,562 474,025

117 - - 117 6,725

774,720 3,802,410 - 4,577,130 4,696,936

$ 4,527,576 $ 3,802410 § - $ 8329986 $ 9,279,567

4,589,439 (4,589,439) - - .
9,117,015 (787,029) - 8,329,986 9,279,567
7,581,619 - - 7,581,619 6,941,450
1,408,087 - - 1,408,087 2,069,497
8,989,706 - - 8,989,706 9,010,947
127,309 (787,029) - (659,720) 268,620
(501,224) - - (501,224) 58,861
(327,020) - (68,539) (395,559) (307,971)
242,454 - - 242,454 -

(585,790) - (68,539) (654,329) (249,110)
(356,847) - - (356,847) (17,644)
(815,328) (787,029) (68,539) (1,670,896) 1,866
8,302,226 1,377,194 399,583 10,079,003 1,077,137

$ 7,486,898 $ 590,165 § 331,044 $ 8,408,107 §$ 1,079,003
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The American Lung Association of the Southwest

Statement of Cash Flows

Year Ended June 30, 2009 (with comparative totals for June 30, 2008)

CASH FLOWS FROM OPERATING ACTIVITIES

Change in Net Assets

Adjustments to reconcile change in net assets to net cash

provided by (used in) operating activities:

Depreciation

Loss on sale of investments
Unrealized loss on investments

Other gain on investments
Gain on sale of asset

Loss on disposition of assets

Changes in Assets and Liabilities:

Decrease (increase) in contribution receivable and unconditional

promises to give

Decrease (increase) in prepaid expenses
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses

Increase (decrease) in deferred income

Increase (decrease) in accrued pension costs

Increase (decrease) in lease deposits

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sales of investments

Purchase of investments

Purchase of property and equipment
Maturities of time certificates of deposit

Building deposit
Proceeds from sale of assets

Net cash provided by (used in) investing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

NON-CASH TRANSACTIONS
In-kind Donation Revenues
Donor Designated Endowment Funds
Net non-cash transactions

2009 2008
$ (1,670,896) $ 1,866
109,159 107,509
501,224 (58,861)
395,559 307,971
(3,544) 45,233
(737,907) -

- 22,806
497,429 317,895
(33,982) (11,659)
(141,716) 254,277
(39,421) 75,700

7,927 (107,681)
356,847 15,031
(5,244) -
(764,565) 970,087
1,469,609 1,861,511
(1,160,563) (2,599,843)
(52,647) (1,156,073)

- 593,000

- 128,527
911,269 .
1,167,668 (1,172,878)
403,103 (202,791)
1,473,404 1,676,195

$ 1,876,507 $ 1,473,404
$ 47119 $ 31,439

(42,119) (3,960)
$ 5000 $ 27,479

The accompanying notes are an integral part of the financial statements.
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NOTE 1.

NOTE 2.

The American Lung Association of the Southwest
Notes to the Financial Statements
Year Ended June 30, 2009

DESCRIPTION OF ORGANIZATION

The American Lung Association of the Southwest is a not-for-profit corporation, which provides
services for the purpose of preventing and controlling lung diseases. |ts programs involve
environmental health, tobacco control, asthma, adult and children's lung diseases, community health
services, and lung disease research. The Association is supported primarily by donor contributions
and state grants.

The Association is a constituent of the American Lung Association (the national lung association),
which provides a number of program and supporting services on a statewide and nationwide basis.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue

In the absence of donor restrictions, contributions and bequests are considered to be available for
unrestricted use. All income is recognized in the period in which the contribution, pledge, or
unconditional promise to give is received. Legacies and bequests are not recorded in the
accompanying financial statements until such time as the Association has an unconditional rights to
the gift and the proceeds can be reasonably estimated. Donated assets are recorded as unrestricted
contributions at the fair market value as of date of donation.

Net Assets
All financial transactions have been recorded as either unrestricted, temporarily restricted, or

permanently restricted net assets:

Unrestricted net assets consist of investments and otherwise unrestricted amounts that are
available for use in carrying out the mission of the Association and include those expendable
resources, which have been designated for special use by the Board.

Temporarily restricted net assets represent those amounts, which are donor restricted for
specific purposes. If a temporarily restricted net asset is fulfilled in the same time period in which
the contribution is received it is recorded as released from restriction. When a donor restriction
expires, that is, when a stipulated time restriction ends or a purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.

Permanently restricted net assets result from contributions from donors who place restrictions on
the use of funds, which mandate that the original principal be invested in perpetuity. This original
principal is reported as permanently restricted net assets, the income from which may be either
temporarily restricted or unrestricted, depending on the donor's specification.

Investments
Investments in stocks and bonds are reported on the basis of closing market prices or bid quotations
as of the end of the year. Money market accounts are stated at cost, which approximates market

value.



NOTE 2.

NOTE 3.

The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and Equipment

The Association follows the practice of capitalizing all expenditures for furniture and equipment in
excess of $5,000, at cost or fair market value if donated. Depreciation of property and equipment is
provided over the estimated useful lives of the respective assets on a straight-line basis.

Cash Equivalents
For purposes of the statement of cash flows, the Association considers all highly liquid debt

instruments purchased with a maturity of three months or less to be cash equivalents.

Use of Estimates
The preparation of financial statements requires management to make estimates and assumptions
that affect certain reported amounts and disclosures. Accordingly, actual results could differ from

those estimates.

Allocation of Expenses
Indirect expenses are allocated to the various program and supporting services based on the ratio of
program and supporting services salary expense to total salary expense.

Joint costs of activities which include fund-raising are allocated to program services to the extent
they are intended to inform or educate the public concerning respiratory health, or to supporting
services including fund-raising to the extent they are intended to induce the contribution of financial
resources or enhance the image of the Association.

Tax Status

The Association is a non-profit voluntary health organization exempt from income tax under Section
501(c)(3) of the U.S. Internal Revenue Code. Also, the Association has been designated a publicly
supported organization under Section 170(b)(1)(A)(vi) of the same code. Accordingly, contributions
qualify for deduction at the maximum amount specified in that code section.

Prior Year Comparative Information

The financial statements include certain prior-year summarized comparative information in total but
not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with The American Lung Association of the Southwest
financial statements for the year ended June 30, 2008, from which the summarized information was
derived.

Reclassification
Certain accounts have been reclassified from the 2008 financial statements to conform to the current
year presentation.

DEFERRED INCOME

Deferred income represents amount received prior to June 30, 2009 for events and programs to be
held in the upcoming fiscal year.



The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009

NOTE 4. INVESTMENTS

The following summarizes the relationship between the cost and fair market value of the investments at June

30, 2009:
Measurement at Reporting

June 30.2009

Excess or Quoted Prices in Active
Reduction of market for Identical Assets
Cost 2009 Market Over Cost (Level 1)
Balance at End of Year $ 4257878 § 3,842,108 $ (415,770) $ 3,842,108
Balance at Beginning of Year 5,064,604 5,044,393 (20,211) 5,044,393
Net Unrealized Loss (395,559)
Realized Net Loss for the Year (501,224)
Advisory Services (47,275)
investment Income 177,821
Total Net Investment Loss for the Year $ (766,237)
Common Stock $ 2221003 $ 1,821,109 $ 1,821,109
Preferred Stock 39,947 40,782 40,782
Corporate Bonds 477,780 492,235 492,235
Government Bonds 337,723 363,839 363,839
Certificate of Deposit 822,000 834,813 834,813
Investment in Trust 359,425 289,330 289,330
Total $ 4257878 $ 3,842,108 $ 3,842,108
Interest and Dividends
Interest, dividend, and other income from investments $ 176,259
Interest on savings and other temporary cash 4,054
Total Interest and Dividends $ 180,313

The Association receives royalties from oil leases that are held in trust on its behalf by the Allie M. Lee Trust,
administered by United New Mexico Trust Company, Roswell, New Mexico. The oil production interests have
an undeterminable value and therefore are not reflected in the accompanying statement of financial position.
The royalties are included in revenue when earned.



The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009

NOTE 5. RESTRICTED FUNDS

Beginning Ending
Balance Additions Deductions Balance
Temporarily Restricted Fund Activity
Waring restricted fund $ 23643 $ - $ - $ 23,643
DeSouza bequest 841,522 - 275,000 566,522
Unconditional promises to give 512,029 - 512,029 -
Program Activity - 3,802,410 3,802,410 -
Total $ 1377194 $ 3,802,410 $ 4589439 $ 590,165
Beginning investment Ending
Balance Additions Loss Balance
Permanently Restricted Funds
Perpetual Trust
Vivian Osborne Irrevocable Trust $ 10,656 $ - $ 1533 § 9,123
Schuele Trust 347,213 - 67,006 280,207
Donor Designated Endowment Funds
Champ Camp Fund 10,250 - - 10,250
Estate of Arvetta M. Mauldin 31,464 - - 31,464
$ 399583 $ - $ 68,539 § 331,044

NOTE 6. ENDOWMENT

The Association's endowment currently consists of donor designated fund and a general endowment. As
required by GAAP, net assets associated with endowment funds are classified and reported based on the
existence or absence of donor-imposed restrictions.

The Association has interpreted the Colorado Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as not requiring the Association to maintain the purchasing power of its donor-restricted endowment
funds, if any, but only to preserve the donor-restricted endowment absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Association would classify as permanently restricted net assets
(1) the original value of gifts donated to the permanent endowment; (2) subsequent gifts to the endowment; and
(3) accumulations made pursuant to the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund.

The Association has adopted investment and spending policies that attempt to provide funding to programs
supported by its endowment. Under this policy, as approved by the Board of Directors, the assets are invested
in a manner that is intended to produce results that meet or exceed the market index while assuming a
moderate level of investment risk. The association expects its endowment to provide an average rate of return

annually.

The original value of the gift will remain a permanent endowment, the annual proceeds will be added to the
general fund to support the Association's programs. The average return of this endowment is approximately
$1,500.



NOTE 7.

NOTE 8.

NOTE 9.

The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009
PROPERTY AND EQUIPMENT

A summary of the property and equipment is as follows:

Life Amount

Land $ 647,405
Building 7-50 years 3,342,783
Computer Hardware 3 years 55,634
Automobile 3-5 years 83,833

4,129,655
Less Accumulated Depreciation 894,926
Net Property and Equipment $ 3,234,729

SPECIAL EVENTS

During the year the Association had several fund-raising events. The gross receipts from these
events were $1,264,614. Direct expenses consisting of tickets, facilities, and entertainment costs
of $333,858 were charged against these receipts leaving net proceeds of $930,756.

The Association did not include the value of donated prizes and costs in the above special event
amounts. The value of the donated prizes and costs were not considered significant in relation to
the overall gross receipts of the events.

ALLOCATION OF JOINT COSTS
The Association incurred joint costs with various vendors of $1,124,761 for the year ended June

30, 2009, for the informational materials and activities that included direct mail fund-raising
appeals. The following amounts were allocated to the respective functions.

Fundraising $ 561,998
Program Services: 562,763
Total $ 1,124,761

10



NOTE 10.

NOTE 11.

NOTE 12.

NOTE 13.

NOTE 14.

The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009

PROMISES TO GIVE

Promises to give result from bequests of part of an estate under a valid will. Only the
measurable portion of the bequest is included in the financial statements. The organization
is named in several valid wills. However, since the value of the estates are not known,
these bequests are not included in the financial statements as directed by FASB No. 116.

Unconditional promises to give of $495,452 were written off in fiscal 2009 because of
unexpected changes in value of the promises and the length of time in which the
Association would received the funds.

UNRESTRICTED NET ASSETS

At June 30, 2009, unrestricted net assets are as follows:

General Operating Net Assets $ 4,252,169
Invested in Fixed Assets 3,234,729
Total $ 7,486,898

TEMPORARILY RESTRICTED NET ASSETS
At June 30, 2009, temporarily restricted net assets are as follows:

Restricted for Future Projects:

Waring Restricted Fund $ 23,643
DeSouza Research Fund 566,522
$ 590,165

PERMANENTLY RESTRICTED NET ASSETS

At June 30, 2009, permanently restricted net assets are as follows:

Perpetual Trust $ 289,330
Endowments 41,714
$ 331,044

DE SOUZA RESEARCH FUND

In February 2003, the Board of Directors established the DeSouza Research Fund created
from the generous bequest of Mr. James L DeSouza of Phoenix, AZ. In accordance with
the stipulations of the bequest, these funds have been restricted for medical research
toward the treatment and cure of brochiectasis, m. avium and nocardia. As a result, the
Board of Directors created the DeSouza Research Award. This award utilizes funds from
the DeSouza Research Fund to annually support clinical laboratory, epidemiological, or any
other kind of research that related to brochiectasis, m. avium and nocardia. First year of
funding for this award began in July 2005. Total funding for the fiscal year ended June 30,
2009 was $100,000.
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The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009

NOTE 15: RETIREMENT PLAN

June 30, 2009
June 30, 2009

Fiscal Year Ending:
Measurement Date:

Change in Benefit Obligation

Benefit obligation at beginning of year $ 1,890,428
Service cost 248,064
Interest cost 184,410
Plan participants' contributions -
Amendments -
Actuarial loss / (gain) (168,193)
Benefits paid (142,616)
Business combinations and (divestitures) 380,916
Curtailments, settlements and special termination benefits -
Benefit obligation at end of year $ 2,393,009
Change in Plan Assets
Fair value of plan assets at beginning of year $ 1,620,030
Actual return on plan assets (159,331)
Employer contributions -
Plan participant' contributions -
Benefits paid (142,616)
Expenses paid (38,876)
Transfers in / (out) -
Business combinations and (divestitures) 378,846
Curtailments, settlements & special termination benefits -
Fair value of assets at end of year $1,658,053
Funded status at end of year $  (734,956)
Amounts recognized in the statement of financial position consist of:
Non-current assets $ -
Current liabilities -
Non-current liabilities $ (734,956)
Amounts recognized in accumulated other comprehensive income consist of:
Transition obligation / (asset) $ -
Prior service cost / (credit) (5,411)
Net actuarial loss / (gain) 759,133
Total $ 753,722
Accumuiated benefit obligation at end of year $ 1,933,910

Information for pension plans with an accumulated benefit obligation in excess of plan assets:

Projected benefit obligation $ 2,393,009
Accumulated benefit obligation 1,933,910
1,658,053

Fair value of plan assets

12



The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009

NOTE 15: RETIREMENT PLAN (CONTINUED)

Components of Net Periodic Benefit Cost and Other Amounts Recognized in OCI
Components of Net Periodic Benefit Cost

Service cost $ 198,451
Interest cost 147,367
Expected return on plan assets (154,467)
Amortization of transition obligation / (asset) -
Amortization of prior service cost / (credit) (1,200)
Recognized net loss / (gain) 41,418
Recognition due to settlement or curtaiiment 315,221
Net periodic benefit cost $ 546,790

Other Changes in Plan Assets and Benefit Obligations Recognized in Other
Comprehensive Income:

FAS158 transition adjustment N/A
New transition obligation / (asset) $ -
New prior service cost / (credit) -
New net loss / (gain) 513,104
Amortization of transition obligation / (asset) -
Amortization of prior service cost / (credit) 1,200
Amortization of net loss / (gain) (41,418)
Total recognized in other comprehensive income $ 472,886
Total recognized in net periodic benefit cost and other comprehensive income:
$ 1,019,676
Weighted-average assumptions used to determine benefit obligation as of June 30
2009
Discount rate 6.25%
Rate of compensation 3.00%
Weighted-average assumptions used to determine net periodic benefit cost for
years ended June 30
2009
Discount rate 6.25%
Rate of compensation 3.00%
Expected return on plan assets 8.00%
Asset Allocation
Asset Category 2009
Equity securities 22.82%
Debt securities 70.20%
Real Estate 5.16%
Cash & cash equivalents 1.82%
Total 100.00%
Expected Employer Contributions to be Paid for Fiscal Year Beginning July 1 $ -
Benefits Expected to be Paid for Fiscal year Beginning July 1
2009 $ 500,946
2010 $ 160,945
2011 $ 20,593
2012 $ 161,655
2013 $ 71,525
2014-2018 $ 1,304,011
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The American Lung Association of the Southwest
Notes to the Financial Statements, continued
Year Ended June 30, 2009
NOTE 15: RETIREMENT PLAN (CONTINUED)

Estimated amortizations amounts in next fiscal year:

Amort transition obligation / (asset) $ -
Amort prior service cost / (credit) $ (1,200)
Amort net loss / (gain) $ 30,110

Rate of Return on Assets Assumption:

Effective July 1, 2009, the expected long-term rate of return on assets assumption is 7.50% (previously
8.00%). As defined in FAS 87, this assumption represents the rate of return on plan assets reflections the
average rate of earnings expected on the funds invested or to be invested to provide for the benefits
included in the benefit obligation. The assumption has been determined by reflecting expectations regarding
future rates of return for the investment portfolio, with consideration given to the distribution of investments
by asset class and historical rates of return for each individual asset class.

Investment Strateqy:

In order to meet its needs, the investment strategy of the Association emphasizes total return; that is, the
aggregate return from capital appreciation, dividend income, and interest income.

Specifically, the primary objective in the investment management for the plan is:
Income and Growth - To achieve a balanced return of current income and appropriate growth of

principal.

The secondary objective in the investment management of assets is:
Preservation of Purchasing Power After Spending - To achieve returns in excess of the rate of inflation
plus spending over the investment horizon in order to preserve the purchasing power of plan assets.

Additional objectives for the Association are preservation of capital and minimization of costs.
Risk control is an important element in the investment of plan assets and is achieved through a diversified

target allocation and the prohibition of investing in derivative instruments, private placements, limited
partnerships, and venture-capital investments. In addition, short selling and margin transactions are

prohibited.

Investments in companies that derive their revenue from the manufacture & sale of tobacco products are
strictly prohibited.
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NOTE 16.

NOTE 17.

NOTE 18.

The American Lung Association of the Southwest
Notes to Financial Statements, continued
Year Ended June 30, 2009

TAX DEFERRED ANNUITY PLAN

The Association offers a voluntary tax deferred annuity plan (403-b) to employees to save for
retrement through payroll deductions. Following six months of employment, the Association
matches 100% of the active participant's compensation that is contributed up to 4% for all employees
employed by the ALASW on the last day of the plan year (December 31.) Employer matching
contributions made by the Association are vested based on the following schedule:

Years of Service % vested

1 20%
2 40%
3 60%
4 80%
5 100%

The Association matching contribution for the year was $57,217.
CONTRIBUTED SERVICES AND EQUIPMENT

The Association received donated services from a variety of volunteers. No amounts have been
recognized in the accompanying statements of activities in keeping with the criteria established in
Statement No. 116. The Association did receive in-kind a copier valued at $5,000 and computer
software valued at $42,119, for a total of $47,119.

CONCENTRATION OF CREDIT RISK

The Association maintains its cash and temporary cash investments with high quality major financial
institutions. While the Association attempts to limit credit risk exposure, its deposit balances may, at
times, exceed federally insured limits. The Association has not experienced any losses on such
accounts.

The Association has significant investment in stocks, bonds, and mutual funds and is therefore
subject to concentrations of credit risk. Investments are made by investment managers, engaged by
the Association, and the investments are monitored for the Association. Though the market value of
investments is subject to fluctuations on a year-to-year basis, management believes the investment
policy is prudent for the long-term welfare of the Association and its beneficiaries.
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NOTE 19.

NOTE 20.

The American Lung Association of the Southwest
Notes to Financial Statements, continued
Year Ended June 30, 2009

COMMITMENT AND CONTINGENT LIABILITY

The Association is subject to contract with the National American Lung Association to remit 30% of
net direct mail revenue and an assessment based on TPI (total personal income) of residents in
each state of $320,554 to the national lung organization.

The Association is committed to participating in the national direct mail program and will pay
$1,033,575 in fiscal 2010 for this service as a merged entity, American Lung Association of the
Southwest. As of June 30, 2009 the accounts payable balance to the National Lung Association was
$139,572.

The Association leases certain operating equipment, has service contract agreements, and rental
agreements. Future minimum commitments at June 30, 2009 are as follows:

Year Amount

2010 $ 219,094
2011 74,004
2012 25,056
2013 20,567
2014 14,964

Total $ 353,685

Lease expense for fiscal year 2009 was $275,581.

The Association receives revenues from grants with various governmental and private agencies.
The disbursement of funds received under these grants requires compliance with the terms and
conditions specified in the grant and are subject to audit by the granting agencies. The amount of
charges to these grants that may be disallowed, if any, by such audits cannot be presently
determined. However, management believes that the effect of any disallowed costs would not have
a significant impact on the financial statements, and accordingly, no provision has been made in the
financial statements for any liability that may result.

CONTRIBUTIONS RECEIVABLE AND RENTAL INCOME

The Association Contributions Receivable amount is $911,382; $790,105 from government grants,
$5,673 from special events revenue, $13,877 from the vehicle donation program, $22,874 from
direct mail, $42,607 from other grants, $15,000 from property management, and $21,246 from other
sources. The Association believes this amount to be fully collectible therefore no allowance for
uncollectible was recorded.

The Association has a non-cancellable rental agreement through November 30, 2011. Future rental
income at June 30, 2009 is $20,223 in 2010, $20,829 in 2011, and $8,786 in 2012.
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