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INDEPENDENT AUDITORS’ REPORT

Board of Directors
The Amyotrophic Lateral Sclerosis Association
Washington, DC

We have audited the accompanying financial statements of The Amyotrophic Lateral Sclerosis
Association, which comprise the statements of financial position as of January 31, 2019 and 2018, and
the related statements of activities, functional expenses, and cash flows for the years then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these 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 financial statements are free from material misstatement.

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

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

A member of
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Board of Directors
The Amyotrophic Lateral Sclerosis Association

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Amyotrophic Lateral Sclerosis Association as of January 31, 2019 and 2018,
and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Effect of Adopting New Accounting Standard

As discussed in Note 1 to the consolidated financial statements, management has adopted Accounting
Standards Update (ASU) No. 2016-14, Presentation of Financial Statements of Not-for-Profit Entities.
Our opinion is not modified with respect to that matter.

/%%wa% s

CliftonLarsonAllen LLP

Arlington, Virginia
June 8, 2019
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION

STATEMENTS OF FINANCIAL POSITION

JANUARY 31, 2019 AND 2018

ASSETS

ASSETS

Cash and Cash Equivalents
Investments in Marketable Securities
Receivables:

Bequests, Net

Chapter, Net

Pledges, Net

Other
Prepaid Expenses and Other Assets
Beneficial Interest in Perpetual Trusts

Contributions Receivable from Remainder Trusts

Property and Equipment, Net

Total Assets

LIABILITIES AND NET ASSETS

LIABILITIES
Grants Payable
Accounts Payable and Accrued Expenses
Annuity Payment Liability
Deferred Rent
Total Liabilities

NET ASSETS
Without Donor Restrictions
With Donor Restrictions
Total Net Assets

Total Liabilities and Net Assets

See accompanying Notes to Financial Statements.

@)

2019 2018
$ 12,064,314 $ 5,770,730
73,672,514 84,273,526
1,316,095 1,259,003
2,968,331 3,503,160
3,442,351 2,778,276
190,949 98,291
1,343,904 73,591
1,017,015 1,071,545
209,180 308,405
92,060 126,189
$ 96,316,713 $ 99,262,716
$ 2,818,427 $ 174,741
2,070,215 1,707,353
933,628 851,460
55,728 81,272
5,877,998 2,814,826
79,882,951 83,168,855
10,555,764 13,279,035
90,438,715 96,447,890
$ 96,316,713 $ 99262716




THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
STATEMENT OF ACTIVITIES
YEAR ENDED JANUARY 31, 2019

SUPPORT AND REVENUE

Contributions

Contributed Services and Public Service Announcements

Bequests

Chapters

Events, Net of Expenses

Federated Campaigns

Investment Loss

Other Income

Loss on Beneficial Interest
in Perpetual Trusts

Change in Value of
Split-Interest Agreements

Net Assets Released from Restrictions
Total Support and Revenue

EXPENSES
Research Grants
Patient and Community Services
Public and Professional Education
Total Program Services
Fundraising
Management and General
Total Expenses

CHANGES IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

Without With
Donor Donor
Restrictions Restrictions Total

$ 11,852,156 $ 4,336,520 $ 16,188,676
5,744,096 - 5,744,096
1,007,929 133,403 1,141,332
6,754,711 3,562,473 10,317,184
1,422,630 255 1,422,885
153,834 - 153,834
(720,894) (34,322) (755,216)
203,001 - 203,001
- (26,731) (26,731)
74,648 (41,792) 32,856
26,492,111 7,929,806 34,421,917
10,653,077 (10,653,077) -
37,145,188 (2,723,271) 34,421,917
15,436,780 - 15,436,780
9,144,294 - 9,144,294
9,035,061 - 9,035,061
33,616,135 - 33,616,135
4,353,885 - 4,353,885
2,461,072 - 2,461,072
40,431,092 - 40,431,092
(3,285,904) (2,723,271) (6,009,175)
83,168,855 13,279,035 96,447,890
$ 79,882,951 $ 10,555,764 $ 90,438,715
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
STATEMENT OF ACTIVITIES
YEAR ENDED JANUARY 31, 2018

SUPPORT AND REVENUE

Contributions

Contributed Services and Public Service Announcements

Bequests

Chapters

Events, Net of Expenses

Federated Campaigns

Investment Income

Other Income

Gain on Beneficial Interest
in Perpetual Trusts

Change in Value of
Split-Interest Agreements

Net Assets Released from Restrictions
Total Support and Revenue

EXPENSES
Research Grants
Patient and Community Services
Public and Professional Education
Total Program Services
Fundraising
Management and General
Total Expenses

CHANGES IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

See accompanying Notes to Financial Statements.

®)

Without With
Donor Donor
Restrictions Restrictions Total

$ 9,261,983 $ 2,721,569 $ 11,983,552
610,407 - 610,407
455,808 24,004 479,812
6,109,901 3,269,540 9,379,441
968,267 - 968,267
196,078 - 196,078
6,413,591 182,494 6,596,085
116,247 - 116,247
- 46,817 46,817
- 31,206 31,206
24,132,282 6,275,630 30,407,912
14,752,402 (14,752,402) -
38,884,684 (8,476,772) 30,407,912
19,181,438 - 19,181,438
8,883,707 - 8,883,707
3,457,201 - 3,457,201
31,522,346 - 31,522,346
3,979,895 - 3,979,895
2,926,377 - 2,926,377
38,428,618 - 38,428,618
456,066 (8,476,772) (8,020,706)
82,712,789 21,755,807 104,468,596
$ 83,168,855 $ 13,279,035 $ 96,447,890




THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JANUARY 31, 2019

Program Services Supporting Services
Patient and Public and Total Total Total
Community Professional Program Fund- Management Supporting Functional
Research Services Education Services Raising and General Services Expenses
EXPENSES
Grant Awards $ 14,543,261 $ - 9 - $ 14543261 $ - 9 -8 - $ 14,543,261
Chapter Support 25,077 3,294,823 4,981 3,324,881 7,530 15,088 22,618 3,347,499
Salaries and Related Expenses 132,179 3,554,014 1,461,166 5,147,359 1,615,333 1,672,017 3,287,350 8,434,709
Printing and Publications 7,563 358,527 51,042 417,132 47,647 5,263 52,910 470,042
Professional Fees
and Contract Services 453,511 465,401 1,160,715 2,079,627 2,062,406 298,560 2,360,966 4,440,593
Contributed Services-Public Services
Announcements and Other Services - - 5,744,096 5,744,096 - - - 5,744,096
Postage and Shipping 65 23,184 1,534 24,783 30,400 9,506 39,906 64,689
Occupancy 31,982 342,022 113,041 487,045 169,257 90,301 259,558 746,603
Travel and Conferences 217,868 831,426 380,252 1,429,546 255,029 235,858 490,887 1,920,433
Telecommunications 9,975 80,747 58,372 149,094 31,992 17,797 49,789 198,883
Office Supplies 1,052 43,116 10,161 54,329 14,508 11,663 26,171 80,500
Dues and Subscriptions 3,341 23,739 34,775 61,855 20,235 29,219 49,454 111,309
Bad Debts - - - - - (6,046) (6,046) (6,046)
Depreciation and
Miscellaneous Equipment 10,771 52,411 14,801 77,983 23,649 21,843 45,492 123,475
Credit Card Fees and Other 135 74,884 125 75,144 75,899 60,003 135,902 211,046
Total Expenses $ 15,436,780 $ 9,144,294 $§ 9,035061 $ 33,616,135 $ 4,353,885 § 2,461,072 $ 6,814,957 $ 40,431,092

See accompanying Notes to Financial Statements.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED JANUARY 31, 2018

Program Services Supporting Services
Patient and Public and Total Total Total
Community Professional Program Fund- Management Supporting Functional
Research Services Education Services Raising and General Services Expenses
EXPENSES
Grant Awards $ 18,373,884 § - 9 - $ 18,373,884 $ - 9 -8 - $ 18,373,884
Chapter Support 162,783 3,617,025 2,066 3,781,874 8,168 140,881 149,049 3,930,923
Salaries and Related Expenses 63,272 3,319,276 1,110,497 4,493,045 1,590,454 1,853,022 3,443,476 7,936,521
Printing and Publications 194 529,010 45,469 574,673 22,557 878 23,435 598,108
Professional Fees
and Contract Services 324,755 327,879 891,580 1,544,214 1,814,379 265,025 2,079,404 3,623,618
Contributed Services-Public Services
Announcements and Other Services - - 610,407 610,407 - - - 610,407
Postage and Shipping 277 12,758 5,896 18,931 18,183 6,487 24,670 43,601
Occupancy 26,329 318,029 109,528 453,886 172,846 110,305 283,151 737,037
Travel and Conferences 187,677 533,575 454,810 1,176,062 179,198 228,779 407,977 1,584,039
Telecommunications 11,081 69,809 113,906 194,796 31,236 21,743 52,979 247,775
Office Supplies 553 15,057 14,270 29,880 7,528 4,835 12,363 42,243
Dues and Subscriptions 18,230 12,567 76,100 106,897 19,639 82,186 101,825 208,722
Bad Debts - - - - - 84,191 84,191 84,191
Depreciation and
Miscellaneous Equipment 12,333 70,818 34,287 117,438 36,152 39,836 75,988 193,426
Credit Card Fees and Other 70 57,904 (11,615) 46,359 79,555 88,209 167,764 214,123
Total Expenses $ 19,181,438 $ 8,883,707 $ 3457201 $ 31,522,346 $ 3,979,895 § 2,926,377 $ 6,906,272 _$ 38,428,618

See accompanying Notes to Financial Statements.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
STATEMENTS OF CASH FLOWS
YEARS ENDED JANUARY 31, 2019 AND 2018

2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets $ (6,009,175) $ (8,020,706)
Adjustments to Reconcile Change in Net Assets to Net Cash
Used by Operating Activities:

Depreciation and Amortization 97,947 133,255
Change in Value of Charitable Remainder Trusts 99,225 (70,441)
Net Realized and Unrealized Losses (Gains) in
Beneficial Interests in Perpetual Trusts 54,530 (70,821)
Net Realized and Unrealized Losses (Gains) on Investments 3,193,823 (4,439,383)
Changes in Operating Assets and Liabilities:
Receivables:
Bequests, Net (57,092) 590,292
Chapters, Net 534,829 (221,766)
Pledges, Net (664,075) 1,697,300
Other (92,658) 186,398
Prepaid Expenses and Other Assets (1,270,313) 134,076
Grants Payable 2,643,686 (3,278,324)
Accounts Payable and Accrued Expenses 362,862 543,586
Annuity Payment Liability 82,168 (21,185)
Deferred Rent (25,544) (6,003)
Net Cash Used by Operating Activities (1,049,787) (12,843,722)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (63,818) (2,577)
Purchases of Investments (2,720,333) (2,407,521)
Proceeds from Sold and Matured Investments 10,127,522 11,538,576
Net Cash Provided by Investing Activities 7,343,371 9,128,478
NET CHANGE IN CASH AND CASH EQUIVALENTS 6,293,584 (3,715,244)
Cash and Cash Equivalents - Beginning of Year 5,770,730 9,485,974
CASH AND CASH EQUIVALENTS - END OF YEAR $ 12,064,314 $ 5,770,730

See accompanying Notes to Financial Statements.
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NOTE 1

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The Amyotrophic Lateral Sclerosis Association (the Association) was organized in 1985
through the merger of its predecessors, The Amyotrophic Lateral Sclerosis Society of
America and The National ALS Foundation, Inc. The Association’s mission priorities are to
fund research directed at finding a treatment, the cause and cure for the disease,
amyotrophic lateral sclerosis (ALS), commonly known as “Lou Gehrig's Disease;” to provide
clinical, educational and other programs and services to people living with ALS and their
families, health care professionals and other key stakeholders; and to increase public
awareness through public policy and advocacy efforts at both the national and state levels.

The Association is a not-for-profit, voluntary health organization, exempt, together with its
affiliated chapters, from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (the Code). The Association and its chapters are classified collectively as a
publicly supported charitable organization under Section 509(a)(1) and qualify for the
maximum charitable contribution deduction by donors under Section 170 (b)(1)(A)(vi) of the
Code.

These financial statements do not include the accounts of affiliated chapters as, subject to
their agreements with the Association, they are independently controlled by their own
governing boards. These financial statements, however, do include amounts earned and
owed to the Association through revenue share and loan arrangements which are controlled
by affiliation and charter agreements, or separate loan documents with the chapters.

During the year ended January 31, 2015, the Association was the main benefactor of the Ice
Bucket Challenge, from which the Association received approximately $115 million in
contributions. The Association continues to utilize these funds in the fight against ALS.

Basis of Accounting

The Association prepares its financial statements on the accrual basis of accounting.
Revenue is recognized when earned, while expense is recognized when the obligation is
incurred.

Financial Statement Presentation
During the year ended January 31, 2019, the Association adopted ASU No. 2016-14 — Not-
for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities.
This guidance is intended to improve the net asset classification requirements and the
information presented in the financial statements and notes about a not-for-profit entity’s
liquidity, financial performance, and cash flows. The main provisions of this guidance
include:
e Presentation of two classes of net assets versus the previously recognized three;
o Recognition of underwater endowment funds as a reduction in net assets without
donor restrictions;
e Enhanced disclosures for composition of net assets with donor restrictions;
¢ Enhanced disclosures for liquidity; and
o Enhanced disclosures for expenses on a natural and functional basis, including
additional guidance on the allocability of administrative expenses.

©)




NOTE 1

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Statement Presentation (Continued)

A recap of the net asset reclassifications driven by the adoption of ASU 2016-14 as of
January 31, 2018 follows:

ASU 2016-14 Classifications

Without With Total
Donor Donor Net
Restrictions Restrictions Assets
Net Asset Classifications Under Prior Guidance:
Unrestricted $ 83,168,855 § - $ 83,168,855
Temporarily Restricted - 12,271,237 12,271,237
Permanently Restricted - 1,007,798 1,007,798
Updated Presentation of Net Assets $ 83,168,855 $ 13,279,035 $ 96,447,890

In regards to the other presentation matters related to the new reporting standard, the most
significant impact on the previously reported financial statements related to functional
disclosures where certain administrative costs are no longer allocable to program functions.
This topic, along with the other topics described above, will be further discussed throughout
the notes to the financial statements.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Actual results could differ
from estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of money market funds and other highly liquid
investments with original maturities of 90 days or less to be cash equivalents.

At January 31, 2019 and 2018, the cash and cash equivalents balance included
approximately $66,000 and $28,000, respectively, which are earmarked for annuity
obligations.

Investments

Investments are initially recorded at cost if purchased, or at fair value at the date of donation
if contributed. Investment income (loss) is reported in the statement of activities and consists
of interest and dividend income, realized and unrealized gains and losses, less investment
expenses. Subsequent to acquisition, investments are reported at their fair value.
Investment income is recognized within net assets without donor restrictions unless their use
is restricted by donors to a specified purpose or future period. The fair value of investments
in securities traded on a national securities exchange are valued at the closing price on the
last business day of the fiscal year, whereas securities traded on the over-the-counter
market are valued at the last reported bid price.

(10)



NOTE 1

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capitalized Software

During 2019, the Association entered into agreements with software vendors and
implementation partners to adopt a new donor and constituent management system. The
implementation costs will be capitalized until the system is operational, at which point the
Association will begin amortizing these charges. As of January 31, 2019, the Association
had capitalized approximately $1,200,000 in implementation costs, which are included in
prepaid expenses and other assets on the statement of financial position. There was no
related activity for the year ended January 31, 2018.

Property and Equipment

Expenditures for property and equipment in excess of $1,000 are capitalized at cost or, for
donated assets, fair value as of the date of acquisition. Depreciated and amortization is
calculated on a straight-line basis over the estimated useful lives of three to five years.

Research Grant Expense

Conditional research grants are expensed by the Association as the researchers
substantially meet the terms and conditions of the grant during the grant period.
Unconditional research grants are expensed when made.

Net Assets
For financial statement purposes, net assets consist of the following:

o Net assets without donor restrictions include net assets which are available for general
operations of the Association. The Association’s net assets without donor restrictions are
undesignated.

o Net assets with donor restrictions represent amounts that are specifically restricted by
donors or grantors for various purposes, for use in future time periods or are to be held
in perpetuity as directed by the original donor.

Contributions and Bequests

Contributions, including endowment gifts and pledges, are recognized as support in the
period received or pledged. Unconditional promises to give that are expected to be collected
within one year are recorded at their net realizable value. Unconditional promises to give
that are expected to be collected in future years are recorded at the present value of
their estimated future cash flows. Amortization of the discount to present value is
included in contribution revenue. Conditional promises to give are not included as
support until the conditions are substantially met.

Bequests are recognized at the time the Association’s right to them is established by a
court and the proceeds are subject to reasonable estimation. Bequests receivable are
shown net of an allowance for present value discount of approximately $330,000 and
$362,000 at January 31, 2019 and 2018, respectively.

(11)



NOTE 1

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributions and Bequests (Continued)

Donations and bequests received with donor stipulations as to their intended use are
reported in the statements of activities as restricted support. Net assets with donor
restrictions are reclassified as net assets without donor restrictions when restrictions are
met (that is, when a stipulated time restriction ends or a purpose restriction is
accomplished).

Contributed Services

Contributed services are reported at fair value in the accompanying financial statements
for voluntary donations of services when those services (1)create or enhance
nonfinancial assets or (2) require specialized skills provided by individuals possessing
those skills and are services which would be typically purchased if not provided by
donation. The Association receives a substantial number of volunteer hours donated by
individuals in program services and fund-raising campaigns which are not recorded in the
financial statements. Donated materials are recorded at their fair value at the date of the
gift. If donors stipulate how long donated assets must be used, the contributions are
recorded as restricted support. In the absence of such stipulations, contributions of
goods are recorded as support received without donor restrictions. The Association
recognized contributed services in the amount of $405,000 and $0 for the years ended
January 31, 2019 and 2018, respectively.

In-Kind Contributions

The Association produces and distributes public service television announcements that
focus attention on ALS education and awareness. These public service announcements are
distributed to media stations nationwide and run free of charge. The Association has
contracted with an independent outside agency to track the date and time that each public
service announcement runs, and the value of the announcements is based on the date,
time, and market in which the announcement is aired. For the years ended January 31,
2019 and 2018, the Association recorded approximately $5,339,000 and $610,000,
respectively, in contributed public service announcement air time.

Split-Interest Agreements and Beneficial Interests in Trusts

The Association is the beneficiary in various split-interest agreements with donors
primarily consisting of charitable gift annuities, perpetual trusts and charitable remainder
trusts. The Association recognizes contribution revenue on the net amount of assets
received and liabilities assumed on the agreements, as contribution revenue with donor
restrictions. Assets held under the agreements are stated at fair value.

The Association pays a variable annuity amount equal to the specified percentage of the
fair value of assets on the date of payment to the donors or the donors’ designees for
the remainder of their lives. The liability under these agreements is recognized at the
present value of estimated future payments based on actuarial assumptions. Adjustments
to the liability to reflect changes in actuarial assumptions and amortization of discount
are recognized in the statements of activities.

(12)



NOTE 1

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Split-Interest Agreements and Beneficial Interests in Trusts (Continued)

Beneficial interests in perpetual trusts are recognized as revenue when the Association is
notified of the trust’s existence in accordance with the terms and provisions of the trust. The
fair value of the contribution is estimated using the fair value of the assets contributed to the
trust, unless facts and circumstances indicate that the fair value of the beneficial interest
differs from the fair value of the assets contributed to the trust. The contribution is deemed
to have donor restrictions, and annual distributions from the trust are reported as investment
income that increases net assets without donor restrictions. At each reporting date, the
beneficial interest is re-measured at fair value using the same valuation technique that was
used to measure the asset initially and the change in fair value is recognized as gains or
losses from donor restrictions.

The Association is the beneficiary of two charitable remainder trusts for which the
Association is not the trustee. The Association recognizes the present value of the
estimated future benefits to be received when the trust assets are distributed as contribution
revenue with donor restrictions and as a receivable. Adjustments to the receivable to reflect
amortization of the discount and revaluation of the present value of the estimated future
payments to the lifetime beneficiary are recognized in the statements of activities as change
in value of split-interest agreements.

Functional Expenses

The costs of providing various programs and activities of the Association have been
summarized on a functional basis in the statements of activities and functional expenses.
The majority of expenses are directly identified with a program activity or supporting service.

Certain categories of expenses are attributable to one or more program or supporting
services of the Association. Those expenses include depreciation, rent, utilities and
information technology charges. These costs are allocated ratably to functions based on the
level of cost incurred in the specific function after adjusting out large expenses like grants,
contributed services or contributed public service announcements. Executive office salaries
are not allocated to program functions.

Allocation of Joint Costs

The Association incurred joint costs for informational mailings that included fundraising
appeals. The Association is permitted through accounting guidance to allocate to its
programs a portion of its costs associated with its fundraising efforts. Costs are allocated
between program and fundraising based on the percentage of words used for each purpose
in a mailing.

For the year ended January 31, 2019, joint costs approximated $1,227,000 and $250,000
for fundraising and program services, respectively. For the year ended January 31, 2018,
joint costs approximated $971,000 and $194,000 for fundraising and program services,
respectively.

(13)



NOTE 1

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

The Association had insignificant unrelated taxable income for the years ended January 31,
2019 and 2018, due to transportation fringe benefits, which became taxable under the
federal tax reform legislation enacted in December 2017. Accordingly, no provision for
income taxes has been provided in the financial statements because it is immaterial.

The Association follows the accounting standard regarding the recognition and
measurement of uncertain tax positions. The Association evaluated its tax positions and
determined that its positions are more-likely-than-not to be sustained on examination. The
Association’s tax returns are subject to review and examination by federal and state
authorities.

Fair Value of Financial Instruments
Fair Value Measurements

The Association accounts for a significant portion of its financial instruments at fair value
or considers fair value in their measurement. The Association has categorized these
financial instruments, based on the priority of the inputs to the valuation technique, into a
three-level fair value hierarchy. The fair value hierarchy gives the highest priority to
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable inputs (Level 3). If the inputs used to measure the financial
instruments fall within different levels of the hierarchy, the categorization is based on the
lowest level input that is significant to the fair value measurement of the instrument.

Financial assets and liabilities recorded on the statements of financial position are
categorized based on the inputs to the valuation techniques as follows:

Level 1 — Financial assets and liabilities whose values are based on unadjusted quoted
prices for identical assets or liabilities in an active market that the Association has the
ability to access.

Level 2 — Financial assets and liabilities whose values are based on quoted prices in
markets that are not active or model inputs that are observable either directly or
indirectly for substantially the full term of the asset or liability. Level 2 inputs include,
among others, quoted prices for similar assets or liabilities in active market or non-active
market.

Level 3 — Financial assets and liabilities whose values are based on prices or valuation
techniques that require inputs that are both unobservable and significant to the overall
fair value measurement. These inputs reflect management’s own assumptions about the
assumptions a market participant would use in pricing the asset or liability.

Reclassifications

Certain accounts in the prior year financial statements have been reclassified for
comparative purposes to conform to the presentation in the current year financial
statements. These reclassifications include reallocation of expenses for functional purposes
under the new ASC 2016-14 guidance. These reclassifications had no effect on the
previously reported change in net assets.

(14)



NOTE 1

NOTE 2

NOTE 3

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Subsequent Events

In preparing these financial statements, the Association has evaluated events and
transactions for potential recognition or disclosure through June 8, 2019, the date the
financial statements were available to be issued.

LIQUIDITY

Financial assets available for general expenditure, that is, without donor or other restrictions
limiting their use within one year of the statement of financial position date, comprise the
following as of January 31:

2019 2018
Cash and cash equivalents $ 12,064,314 $ 5,770,730
Investments in marketable securities 73,672,514 84,273,526
Receivables 7,917,726 7,638,730
Beneficial interest in perpetual trusts 1,017,015 1,071,545
Contributions receivable from remainder trusts 209,180 308,405
94,880,749 99,062,936

Less: Receivables scheduled to be collected

in more than one year (1,625,000) (1,566,250)
Less: Contractual or donor-imposed restrictions:

Endowment gifts (6,454,731) (6,515,948)

Other donor restrictions (4,101,033) (6,763,087)

Investments held in charitable remainder trust (1,609,698) (1,519,367)
Financial assets available to meet cash needs for general

expenditures within one year $ 81,090,287 $ 82,698,284

The majority of the Association’s available assets, which are invested according to a Board-
approved policy, are currently being used to supplement additional spending in research
and patient and community services functions. Since the completion of the Ice Bucket
Challenge in fiscal year 2015, the Association has almost doubled its annual expenditures
(as compared to pre-lce Bucket Challenge spending). The increased expenditures have
been, and will continue to be, funded by these available reserves when regular operating
revenue is not sufficient to cover them. In addition, the available net assets can be used to
fund approximately $16,600,000 of conditional research commitments as of January 31,
2019, as disclosed in Note 11 of these financial statements.

CONCENTRATIONS

Credit Risk

The Association maintains demand deposits and money market funds with commercial
financial institutions, the aggregate balance of which may, at times, exceed the Federal
Deposit Insurance Corporation insured limit. The uninsured portions of these accounts are
backed solely by the assets of the underlying institutions. Therefore, the failure of an
underlying institution could result in financial loss to the Association.
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NOTE 3

NOTE 4

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

CONCENTRATIONS (CONTINUED)

Market Value Risk

The Association also invests in professionally managed portfolios containing various
marketable debt and equity securities. Such investments are exposed to market and credit
risks and may be subject to significant fluctuations in fair value. As a result, the investment
balances reported in the accompanying financial statements may not be reflective of the
portfolio's value during subsequent periods.

INVESTMENTS AND FAIR VALUE MEASUREMENTS

The Association uses fair value measurements to record fair value adjustments to certain
assets and liabilities and to determine fair value disclosures. Following is a description of the
valuation methodologies used for assets and liabilities measured at fair value. There have
been no changes in the valuation methodologies used at January 31, 2019 and 2018.

Mutual Funds — The mutual funds in which the Association invests make their net asset
values publicly available daily, to set the price for purchases and redemptions the
following day. The investments held by these mutual funds are required by the Securities
and Exchange Commission (SEC) to be measured daily at fair value. Therefore, mutual
funds are valued at the published net asset value of share at the measurement date.
The resulting fair value estimate is a Level 1 measure.

Equity Securities — Values measured using quoted market prices. The resulting fair
value estimate is a Level 1 measure.

Corporate Bonds, Government Agency Securities, Mortgage Securities — Values
measured using identical assets in less active markets, such as dealer or broker
markets, or survey of the dealer community by obtaining broker/dealer quotes on a daily
basis. The resulting fair value estimate is a Level 2 measure.

Split-Interest Agreements and Beneficial Interests in Perpetual Trusts — Values
measured using assumptions about the fair value of underlying trust assets, discounted
cash flows and other present value techniques. The resulting fair value estimate is a
Level 3 measure.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

NOTE 4 INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

The following tables present the Association’s fair value hierarchy for those assets and
liabilities measured at fair value on a recurring basis as of January 31, 2019:

Level 1 Level 2 Level 3 Total
Assets
Mutual Funds $ 56,728,429 - $ - $ 56,728,429
Equity Securities 13,256,623 - - 13,256,623
Corporate bonds - 2,058,909 - 2,058,909
Government Agency Obligations - 1,628,553 - 1,628,553
Total Investments 69,985,052 3,687,462 - 73,672,514
Beneficial Interest in
Perpetual Trusts - - 1,017,015 1,017,015
Contributions Receivable from
Charitable Remainder Trusts - - 209,180 209,180
Total Assets at Fair Value $ 69,985,052 $ 3,687,462 $ 1,226,195 $ 74,898,709
Liabilities
Annuity Payment Liability $ - $ - $ 933,628 $ 933,628

The following tables present the Association’s fair value hierarchy for those assets and
liabilities measured at fair value on a recurring basis as of January 31, 2018:

Level 1 Level 2 Level 3 Total
Assets
Mutual Funds $ 56,839,950 $ - 8 - $ 56,839,950
Equity Securities 13,910,677 - - 13,910,677
Corporate Bonds - 8,033,235 - 8,033,235
Government Agency Obligations - 5,489,664 - 5,489,664
Total Investments 70,750,627 13,522,899 - 84,273,526
Beneficial Interest in
Perpetual Trusts - - 1,071,545 1,071,545
Contributions receivable from
Charitable Remainder Trusts - - 308,405 308,405
Total Assets at Fair Value $ 70,750,627 $ 13,522,899 $ 1,379,950 $ 85,653,476
Liabilities
Annuity payment liability $ - $ - $ 851,460 $ 851,460

I
nvestments include approximately $1,610,000 and $1,519,000 to cover annuity obligations
for the years ended January 31, 2019 and 2018, respectively.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

NOTE 4 INVESTMENTS AND FAIR VALUE MEASUREMENTS (CONTINUED)

The following table provides a summary of changes in the fair value of the Association’s
Level 3 assets and liabilities:

Contributions

Receivable
Beneficial from

Interest in Charitable Annuity

Perpetual Remainder Payment

Trusts Trust Liability
Balance - January 31, 2017 $ 1,000,724 $ 237,964 $ (872,645)
Change in Valuation 70,821 70,441 -
New Annuities - - (41,069)
Annuity Payments and Releases - - 97,194
Loss from Annuity - - (34,940)
Balance - January 31, 2018 1,071,545 308,405 (851,460)
Change in Valuation (54,530) (99,225) -
New Annuities - - (308,722)
Annuity Payments and Releases - - 169,120
Loss from Annuity - 57,434

$ 1,017,015 § 209,180 $  (933,628)
I

Balance - January 31, 2019

nvestment income (loss) consists of the following for the years ended January 31:

2019 2018
Interest and Dividends $ 2,641,824 $ 2,391,951
Realized/Unrealized Gain (Loss) (3,193,823) 4,439,383
Investment Fees (203,217) (235,249)
Total $ (755,216) $ 6,596,085

NOTE 5

CHAPTER RECEIVABLES

Amounts receivable from chapters consisted of the following at January 31:

Revenue Sharing

Less: Reserve for Doubtful Collection

Loans Receivable

Less: Reserve for Doubtful Collection

Less: Discount to Present Value

Total

(18)

2019 2018
2830592 $ 3275015
(149,147) (108,907)
2,681,445 3,166,108
579,489 653,349
(208,993) (223,491)
(83,610) (92,806)
286,886 337,052
2,968,331 $  3503.160




NOTE 6

NOTE 7

NOTE 8

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

PLEDGES RECEIVABLE

The Association anticipates collection of outstanding pledges receivable a follows as of
January 31:

2019 2018
Due in Less Than One Year $ 2,016,045 $ 1,478,465
Due in One to Five Years 1,625,000 1,566,250
3,641,045 3,044,715
Less: Discount to Present Value (103,024) (102,723)
Less: Reserve for Uncollectible Pledges (95,670) (163,716)
Total $ 3,442,351 $ 2778276

Amounts presented above have been discounted to present value using rates ranging from
1.02% to 4.65%.

PROPERTY AND EQUIPMENT

Property and equipment consist of the following at January 31:

2019 2018
Furniture and Equipment $ 488,594 $ 424,776
Software 396,302 396,302
Leasehold Improvements 146,535 146,535
1,031,431 967,613
Less: Accumulated Depreciation and Amortization (939,371) (841,424)
Total $ 92,060 $ 126,189

RELATED PARTY TRANSACTIONS

During the years ended January 31, 2019 and 2018, the Association recorded contributions
from board members of approximately $1,100,000 and $67,000, respectively. As of
January 31, 2019 and 2018, outstanding pledges from board members approximated
$2,200,000 and $2,025,000, respectively.
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NOTE 9

NOTE 10

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions and related activity consist of the following as of and for
the years ended January 31:

2019
Beginning Additions Releases Ending
Research Awards $ 3,944917 $ 6,021,735 $ (9,467,690) $ 498,962
Research Endowment Principle 239,633 (2,251) - 237,382
Beneficial Interest in Perpetual Trust 768,165 (26,731) - 741,434
Term Endowment
Supporting Research 6,276,315 (58,966) - 6,217,349
Other Programs 2,050,005 1,996,019 (1,185,387) 2,860,637
Total $ 13,279,035 § 7,929,806 $ (10,653,077) $ 10,555,764
2018
Beginning Additions Releases Ending
Research Awards $ 11,8352267 $ 4,304,125 $ (12,194,475) $ 3,944,917
Research Endowment Principle 239,633 - - 239,633
Beneficial Interest in Perpetual Trust 721,348 46,817 - 768,165
Term Endowment
Supporting Research 6,276,315 - - 6,276,315
Other Programs 2,683,244 1,924,688 (2,557,927) 2,050,005
Total $ 21,755,807 $ 6,275,630 $ (14,752,402) $ 13,279,035

Perpetual Trusts

The Association has beneficial interests in two trusts that the Association does not
administer. The investments of each trust are administered by a trustee, who is independent
of the Association, and distributions are made to the Association in accordance with the trust
agreement for each trust. The beneficial interests in these trusts is included in the tables
above.

ENDOWMENTS

In 2013 and 2014, the Association received a bequest totaling $6,276,315, establishing a
term endowment according to designations made by the donor. The proceeds of this
bequest are to be maintained by the Association in an endowment fund for a period of ten
years. Earnings from the fund are restricted to support research and may be spent on a
current basis. Upon expiration of the endowment term, the corpus of the fund must also be
used to support research.

In addition, the Association has another donor-restricted endowment fund. The principal of

the endowment fund is to be held in perpetuity and the net earnings used to support
research expenditures.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

NOTE 10 ENDOWMENTS (CONTINUED)

Interpretation of Relevant Law

The board of trustees of the Association has interpreted the Uniform Prudent Management
of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment fund absent explicit donor
stipulations to the contrary.

As a result of this interpretation, the Association classifies as permanently restricted net
assets the original value of the gifts to the permanent endowment and the value of
subsequent gifts to the permanent endowment. The remaining portion of donor-restricted
endowment funds, if any, that are not classified as permanently restricted net assets is
classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Association. In accordance with UPMIFA, the Association considers the
following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

(1) The duration and preservation of the fund

(2) The purposes of the Association and the donor-restricted endowment fund
(3) General economic conditions

(4) The possible effect of inflation and deflation

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

(7) The investment policies of the Association

The Association has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to the programs supported by its
endowment while seeking to maintain the purchasing power of the endowment assets.
Endowment assets include those assets of donor-restricted funds that the Association must
hold in perpetuity. Under this policy approved by the board of trustees the endowment
assets are invested in a manner with long-term orientation and without undue exposure to
risk.

Over the long term, the Association expects to allow its endowment to grow annually,
consistent with the Association’s objectives to maintain the purchasing power of the
endowment assets held in-perpetuity and to provide additional real growth through
investment returns.
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NOTE 10

NOTE 11

THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

ENDOWMENTS (CONTINUED)

Interpretation of Relevant Law (Continued)

Endowment net asset composition by type and changes in endowment net assets is as
follows for the years ended January 31:

Without With
Donor Donor
Restrictions Restrictions Total
Balance, January 31, 2017 $ - $ 6515948 $ 6,515,948
Total Investment Return - 482,577 482,577
Appropriations - (482,577) (482,577)
Balance, January 31, 2018 - 6,515,948 6,515,948
Total Investment Return - (61,217) (61,217)
Appropriations - - -
Balance, January 31, 2019 $ - $ 6,454,731 $ 6,454,731

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor requires the Association to retain as
a fund of perpetual or specified term duration. Deficiencies of this nature are reported in net
assets with donor restrictions. As of January 31, 2019 and 2018, funds with an original gift
value of $6,516,948 were underwater by approximately $61,000 and $0, respectively. The
deficiency in 2019 was driven by unfavorable market fluctuations.

COMMITMENTS AND CONTINGENCIES

Research Grants

The Association enters into conditional commitments semiannually to award scientific
research grants. Research grants can be awarded either as a result of recommendations of
the Scientific Review Committee which are approved by the Board of Trustees or by
general authority through the research budget approved by the Board of Trustees. Subject
to an annual review and reapproval process, these grants generally cover a period of one
to three years.

Subject to the grantees meeting the applicable terms and conditions timely, conditional
grants awarded to date will become payable as follows:

Year Ending January 31, Amount
2020 $ 10,722,052
2021 4,666,783
2022 1,181,980
2023 56,000
Total $ 16,626,815

Except as previously provided for by restricted gifts, the Association's ability to meet these
grant commitments may be dependent on future contributions to be received.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

NOTE 11 COMMITMENTS AND CONTINGENCIES (CONTINUED)

Leases

The Association leases offices in Washington, D.C., South Carolina, Kentucky, Michigan
and New Hampshire under noncancellable operating leases expiring at various dates
through 2022. The leases require monthly rental payments and contain certain escalation
clauses. In addition, the Association pays a pro rata share of real estate taxes and other
operating expenses.

The Association also leases certain office equipment under leases expiring at various dates
through 2022.

Subsequent to January 31, 2019, the Association entered into a long-term lease for office
space to replace its Washington, D.C. office space lease which expires in February 2020.
The lease commences in March 2020, and expires in February 2032. The new lease
requires the Association to execute a letter of credit for approximately $50,000 for security
deposit considerations.

Minimum rental payments are due under the office and equipment leases as follows:

Year Ending January 31, Amount
2020 $ 784,362
2021 133,345
2022 449,393
2023 591,623
2024 601,796
Thereafter 5,131,951
Total $ 7692470

Rent expense under office and equipment leases amounted to approximately $765,000 and
$752,000 for the years ended January 31, 2019 and 2018, respectively.

Purchase Commitments

The Association has entered into various purchase agreements with a hotel for guest rooms
relating to its annual conferences. Should the agreement be cancelled, the Association may
be subject to cancellation fees contingent on the ability of the rooms to be resold. At
January 31, 2019, the Association’s maximum commitment for potential liquidated
damages, assuming no rooms or convention space were resold, was approximately
$925,000. In addition, the Association entered into other noncancellable agreements for
various services including but not limited to costs for the purchase and implementation of
the new donor and constituent management system. The Association’s maximum
commitment for these services is approximately $4,100,000 as of January 31, 2019.
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THE AMYOTROPHIC LATERAL SCLEROSIS ASSOCIATION
NOTES TO FINANCIAL STATEMENTS
JANUARY 31, 2019 AND 2018

NOTE 12 EMPLOYEE BENEFIT PLAN

The Association maintains a 401(k) defined contribution plan which is subject to limitations
set forth by the Internal Revenue Code. The plan covers all employees who meet the
requirements of the plan. The total expenses relating to the plan were approximately
$205,000 and $177,000 for the years ended January 31, 2019 and 2018, respectively.
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