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INDEPENDENT AUDITOR’S REPORT

Board of Trustees
International Association of Fire Fighters

We have audited the accompanying consolidated balance sheet of the International
Association of Fire Fighters (the Association) and its subsidiary and affiliates as of
September 30, 2007, and the related consolidated statements of changes in unrestricted net
assets/equity and changes in net assets/equity and cash flows for the year then ended. These
consolidated 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 Association,
subsidiary, and affiliates’ September 30, 2006 balance sheets and in our reports, with various
dates, we expressed an unqualified opinion on those balance sheets.

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 consolidated financial statements referred to above present fairly, in all
material respects, the financial position of the International Association of Fire Fighters and
its subsidiary and affiliates as of September 30, 2007 and the changes in their net
assets/equity and their cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Gm,oa/% £,
STOKES & COMPANY P.C.

Washington, D.C.

January 22, 2008
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements
September 30, 2007

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Organization

The International Association of Fire Fighters (the Association) is a labor union whose primary mission is to represent
its members in disputes and negotiations with the state and local governments for which the members are employed.
Primary sources of revenue are per capita tax paid by members, grants and contributions restricted as to purpose.

The IAFF Financial Corporation is a wholly-owned subsidiary of the Association organized and incorporated as of
December 10, 2001 under the laws of the State of Delaware. It is primarily engaged in working through service vendors
to provide financial services, investment options, college finance programs, and insurance protection to professional fire
fighters and government employees. It is located in Washington, DC.

The International Association of Fire Fighters Burn Foundation was created in 1982 to promote and provide support for
the establishment and continuation of burn treatment centers and their related purposes of burn injury-related research
and burn prevention through education. The Foundation has also established an annual burn survivor camp, which
provides a means to directly outreach to burn victims.

The John P. Redmond Memorial Foundation was organized for the purpose of research and curative processes for
elimination, prevention and correction of occupational diseases of fire fighters. The Foundation hosts a biannual
symposium, providing an educational forum for fire fighters and an inducement for involving medical personnel, fitness
experts, and occupational safety and health experts in the problems associated with fire fighting.

The New York September 11 Firefighters Counseling Support Foundation was created in 2001 to provide for the
immediate and long term counseling needs of career fire fighters, career emergency medical services personnel and their
families, who require such services as a result of the destruction of the World Trade Center on September 11, 2001 as
well as to meet future needs related to line of duty deaths.

The International Association of Fire Fighters Disaster Relief Fund was organized for the purpose of providing aid to
fire fighters who suffered during large natural disasters. Following the tragic events of September 11, 2001, the Fund
took on the additional role of sponsoring memorial and/or funeral services for fallen fire fighters.

The IAFF Fallen Fire Fighter Memorial Fund, Inc. was organized for the purpose of completing and maintaining
memorials that honor fire fighters killed in the line of duty. Furthermore, the Fund holds annual memorial observances
to honor fallen fire fighters.

The W.H. “Howie” McClennan Scholarship Fund was organized as a trust by the International Association of Fire
Fighters on December 23, 1977. The Fund is recognized as a private foundation for tax purposes. It provides education-
related financial aid to the children of fire fighters killed in the line of duty.

2. Principles of consolidation

The accompanying consolidated financial statements include the accounts of the Association, its affiliates and its
wholly-owned subsidiary. All material inter-entity accounts, transactions, and profits/losses are eliminated in
consolidation.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3. Basis of presentation

Financial statement presentation follows the recommendations of the Financial Accounting Standards Board in its
Statement of Financial Accounting Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizations.
Under SFAS No. 117, the Association is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets.

4. Fund accounting

The accounts of the Association are maintained in accordance with the principles of fund accounting. Under fund
accounting, resources for various purposes are classified for accounting and reporting purposes into funds established
according to their nature and purpose. Separate accounts are maintained for each fund; however, in the accompanying
financial statements, funds that have similar characteristics have been combined into fund groups. The Association
maintains the following fund groups:

General Fund - represents the portion of unrestricted expendable funds available for the general expenses of the
Association.

Emergency Disputes Fund - represents unrestricted funds designated to provide financial assistance in the
resolution of emergency disputes in which the Association’s affiliates become involved.

Grants and Contracts - represents temporarily restricted funds provided by the U.S. Government, principally the
Department of Health and Human Services, Federal Emergency Management Agency and the Department of
Transportation.

Political Action Committees — represents temporarily restricted funds received from contributors and amounts
allocated from per capita tax receipts.

Reward Fund — represents temporarily restricted funds contributed by IAFF affiliates to reward individuals who
provide information that leads to the arrest and conviction of persons responsible for major incidents of arson
that cause death to the Association members.

Alumni Association — represents temporarily restricted funds to develop, establish and administer an alumni
association for active-retired or active members who are no longer engaged in firefighting or related services.

Political Referendum Operations Partnership Fund — represents unrestricted funds designated to assist the
Association’s affiliates with supplemental funding, through interest-free loans, for referendum campaigns.

5. Inventories
Inventories consist of items held for sale to the Association’s affiliates and are valued at the lower of cost or market
value. Cost is determined using the first-in, first-out method. Cost of goods sold includes shipping and handling

charges. Profits on sales of certain specialty inventory items are contributed to the Association Firepac Education Fund
unless otherwise specified by the local making the purchase.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
6. Investments

Investments in equity securities having readily determinable fair values and all debt securities are reported at fair value.
Changes in fair value are included in investment income. Fair values are based on quoted market prices for the same or
similar securities.

The investment in United Unions, Inc., of which the Association owns 9% and over which it exercises significant
influence of operating and accounting policies, is accounted for under the equity method.

The investment in the IAFF Financial Corporation, of which the Association owns 100% and over which it exercises
complete influence of operating and accounting policies, is accounted for under the equity method.

7. Property and equipment

Property and equipment are recorded at cost. All of the Association’s acquisitions with a cost greater than $2,500 are
capitalized at cost; similarly, all acquisitions made by the IAFF Fallen Fire Fighter Memorial Fund, Inc., the
International Association of Fire Fighters Burn Foundation and the IAFF Financial Corporation with a cost greater than
$500 are capitalized at cost. Depreciation and amortization are provided on a straight-line basis over the estimated
useful lives of the assets or, where applicable, the terms of the leases, whichever are shorter. The cost of property and
equipment retired or disposed of is removed from the accounts along with the related accumulated depreciation or
amortization, and any gain or loss is reflected in income.

8. Collections

The IAFF Fallen Fire Fighter Memorial Fund, Inc. capitalizes its collections. Acquisitions are capitalized at cost if
purchased and at appraised or fair value at date of acquisitions if received by donation. All maintenance costs incurred in
relation to these collections and in excess of $1,000 are capitalized. Gains and losses on disposals of donated collections
are recorded based on the presence or absence of donor restrictions placed on items at the date of donation.

The IAFF Fallen Fire Fighter Memorial Fund, Inc. has title to and maintains two memorial statues and two memorial
walls-of-honor. All memorials are held for public exhibition and are preserved by the Fund. The cost of these collections
is as follows:

Memorial statues $313,355
Memorial walls-of-honor 110,598
$423,953

9. Revenue recognition

The Association recognizes per capita tax as revenue during the period in which it accrues. Actual receipts in
advance of the date for which they are due are reflected as deferred revenues. Interest and other revenue are
recognized as accrued to the Association. Accounts receivable for the Association arise primarily from per capita tax
due from local affiliates located in the U.S. and Canada, registrations and supply sales revenue that has been earned
but not received as of September 30, 2007. Management reviews accounts receivable to determine collectibility. An
amount of $110,741 has been estimated as an allowance for doubtful accounts as of September 30, 2007. This
estimate is based on historical collectibility of accounts receivable.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

9. Revenue recognition (continued)

Accounts receivable for the John P. Redmond Memorial Foundation and the International Association of Fire
Fighters Burn Foundation includes program related revenue that has not been received as of September 30, 2007. No
interest is accrued on these receivables. The Trustees review accounts receivable to determine collectibility. All
amounts for these affiliates are deemed collectible as of September 30, 2007.

Accounts receivable for the IAFF Financial Corporation includes royalty and market support revenue that has not been
received as of September 30, 2007. No interest is accrued on these receivables. IAFF Financial Corporation
management reviews its accounts receivable to determine collectibility. All amounts for this wholly-owned subsidiary
are deemed collectible as of September 30, 2007.

In accordance with Statement of Financial Accounting Standards (SFAS) No. 116, Accounting for Contributions
Received and Contributions Made, grants and contributions received are recorded as unrestricted, temporarily
restricted, or permanently restricted support, depending on the existence and nature of any donor restrictions. Support
that is restricted by the donor is reported as an increase in unrestricted net assets if the restriction expires in the
reporting period in which the support is recognized. When a time restriction ends or a purpose restriction is satisfied,
temporarily restricted net assets are reclassified to unrestricted net assets and reported as net assets released from
restrictions. All other revenue is recognized when earned and reported as an increase in net assets.

The IAFF Financial Corporation recognizes revenue as earned on a pro-rata basis during the period covered by
guaranteed payments from its strategic alliance.

Grant and contract funds are reported as revenue when expenses are incurred. Funds received prior to being
expended are reported as refundable advances and expenses incurred for which reimbursement has not been received
are reported as receivables.

10. Advertising costs

The International Association of Fire Fighters Burn Foundation and the John P. Redmond Memorial Foundation
expense advertising costs as they are incurred.

11. Income taxes

The International Association of Fire Fighters is exempt from federal income taxes under Section 501(c)(5) of the
Internal Revenue Code. However, the Association is subject to tax on net income generated by activities considered to
be unrelated business income. As of September 30, 2007, the Association has no accrued tax liability.

The IAFF Financial Corporation is subject to federal income and District of Columbia franchise taxes. Income taxes are
provided on income regardless of when such taxes are payable. Current tax and deferred tax assets and liabilities are
recorded in accordance with enacted tax laws and rates. The amounts of deferred tax assets and liabilities at the end of
each period are determined using the tax rates expected to be in effect when taxes are actually paid or recovered. Future
tax benefits are recognized to the extent that realization of such benefits is more likely than not. As of September 30,
2007, IAFF Financial Corporation has no deferred tax asset. Income tax expense for the year ended September 30, 2007
was $174,998. At year end, the corporation owed $3,034 in income taxes.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

11. Income taxes (continued)

The International Association of Fire Fighters Burn Foundation, the John P. Redmond Memorial Foundation, The
New York September 11 Firefighters Counseling Support Foundation, the International Association of Fire Fighters
Disaster Relief Fund, the IAFF Fallen Fire Fighter Memorial Fund, Inc. and the W.H. “Howie” McClennan
Scholarship Fund are exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code as
publicly-supported organizations. However, the affiliates are subject to tax on income generated by unrelated
business activities as provided for in the tax law. To date, these organizations have not engaged in such activities.
The W.H. “Howie” McClennan Scholarship Fund is also subject to excise tax based on investment income.

12. 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 the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

13. Financial information as of September 30, 2006

The financial information as of September 30, 2006 is presented for balance sheet comparative purposes only and is not
intended to represent complete financial statement presentation. This financial information includes all consolidated
entities. Certain accounts in the prior year financial statements have been reclassified for comparative purposes in order
to conform to the presentation of information in the current year financial statements.

NOTE B - CASH AND TEMPORARY INVESTMENTS

Cash and cash equivalents

Cash and cash equivalents consist of cash and highly liquid debt instruments with original maturities of three months or
less.

Temporary investments

Temporary investments consist of certificates of deposit having initial maturities of more than three months and an open-
ended mutual fund that invests primarily in construction loans, mortgages, or mortgage-backed securities. These
investments are carried at fair value. Changes in fair value are included in investment income. Fair values are based on
quoted market prices for the same or similar securities.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE B - CASH AND TEMPORARY INVESTMENTS (continued)

Temporary investments (continued)

At September 30, 2007, the following amounts have been set-aside for specific purposes:

International Association of Firefighters

United Unions reserve

2008 Convention

All other accounts
IAFF Financial Corporation
International Association of Fire Fighters Burn Foundation
John P. Redmond Memorial Foundation
John P. Redmond Memorial Foundation — AFL-CIO Housing Trust
The New York September 11 Firefighters Counseling Support Foundation
International Association of Fire Fighters Disaster Relief Fund
IAFF Fallen Fire Fighter Memorial Fund, Inc.
W.H. “Howie” McClennan Scholarship Fund
W.H. “Howie” McClennan Scholarship Fund — AFL-CIO Housing Trust

NOTE C - INVESTMENT INCOME

Cash and Cash Temporary
Equivalents Investments
$ - $ 1,900,464
599,005 599,006
6,366,728 7,526,450
202,527 -
576,162 -
449,287 -
- 70,322
369,452 316,339
996,707 527,232
39,636 -
26,035 -
- 610.828
$9.625,539 $11,550,641

A summary of investment income earned by all entities for the year ended September 30, 2007 is as follows:

Interest/dividends $ 842,694
Realized losses (2,135)
Unrealized losses — temporary investments (11,127)
Unrealized losses — United Unions (21.606)

$ 807,826

NOTE D - LOANS TO AFFILIATES

Loans to affiliated organizations consists of loans to provide financial assistance in conjunction with job actions,
disciplinary actions against union officers for union-related activities, employer's refusal to implement an arbitration award,
and such other occurrences as may be considered bona fide emergencies by the Executive Board of the Association. The
loans are noninterest-bearing with repayments made primarily over sixty (60) months. The Executive Board reviews loans
to affiliates to determine collectibility. As of September 30, 2007, $14,909 was estimated as an allowance for doubtful
accounts, based on historical analysis of loans not collected in previous years.

NOTE E - ACCRUED VACATION AND SICK LEAVE, SEVERANCE AND COMPENSATORY TIME

The balances in these accounts represent vested amounts due employees of the Association, its subsidiary and affiliates in

accordance with the employees' respective labor contracts.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE F — PENSION AND RETIREMENT PLANS

The Association has pension plans covering substantially all employees. Pursuant to action at the 41st Convention,
pension coverage was expanded to include the District Vice-Presidents. During the fiscal year ended September 30,
1988, an Officers' Retirement Plan purchased annuities for all of its participants and beneficiaries of participants who
were receiving benefit payments. Participants in that Officers' Retirement Plan who remained principal officers of the
Association subsequent to September 30, 1988, had their vested retirement benefits merged into the Staff
Representatives' Pension Plan during the year ended September 30, 1989. All current and future retirement contributions
on behalf of principal officers are now made pursuant to an Officers' Non-Qualified Retirement Plan and Officers'
Supplemental Benefits Plan. Contributions called for by the two officers' plans are allocated between a secular and a
rabbi trust fund. The assets of the rabbi trust fund are subject to the general creditors of the Association and totaled
$2,748,700 at September 30, 2007.

In addition to the plans for principal officers, the Association maintains two qualified defined benefit plans, the Staff
Representatives' Pension Plan and the Employees' Pension Plan. Plan benefits are based on years of service and
employees' compensation. Contributions are intended to provide not only for benefits attributed to service to date, but
also for those expected to be earned in the future. Contributions made and benefits paid were $2,730,000 and $10,624 to
and from the Staff Representatives' plan and $305,000 to the Employees’ plans. Assets of the plans are invested
primarily in publicly-traded stocks, debt securities and money market funds.

Any differences between funding for the officers' and the other plans and expense as actuarially determined are reflected
in deferred pension cost or accrued pension contributions.

The Association adopted FASB Statement No. 158 as of September 30, 2007. This statement requires an employer to
recognize the funded status of a benefit plan, measured as the difference between the plan assets at fair value and the
benefit obligation, in its statement of financial position. For a pension plan, the benefit obligation is the projected benefit

obligation.

Deferred pension cost, accrued pension cost and pension expense related to the various pension plans as of September
30, 2007, and for the year then ended are as follows:

Accrued Pension

Pension Cost Expense
Officers - rabbi trust $ 231,100 $ 109,800
- secular trust 186,600 20,700
Staff representatives 2,194,149 1,736,348
Employees 2,682,800 988.600
$5,294.649 2,855,448

Other Pension Expense
- IAFF 401(k) match 71,235
- IAFF Financial Corporation 401(k) match and administrative costs 16.243
Total Pension Expense $2,942,926
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE F — PENSION AND RETIREMENT PLANS (continued)

The following tables set forth the funded status of the plans and amounts recognized in the Association's September 30, 2007 financial
statements.

Rabbi and Staff Grand
Secular Representatives Employees Total
Actuarial present value of benefit
obligations:

Vested benefit obligations $ 3,699.800 $ 26,093,600 $ 7.828.078 $37,621.478
Accumulated benefit obligations $ 3,699,800 $27,061,900 $ 8499964 $39.261,664
Projected benefit obligations $(3,765,900) $(30,632,641) $(12,186,000) $(46,584,541)
Plan assets at fair value 3.348.200 28.438.492 9,503,200 41,289.892
Funded status $_(417,700) $(2.194149)  $(2,682,800) $(5,294,649)

Net pension asset/(liability) at September 30, 2007:
(Accrued)/prepaid pension obligation

at September 30, 2006 $ 49,100 $ 5,309,585 $ 1,039,599 $ 6,398,284
Net periodic pension cost (130,500) (1,736,348) (988,600) (2,855,448)
Contribution made during the year 129.000 2,730,000 305.000 3,164,000
(Accrued)/prepaid pension obligation

at September 30, 2006 47,600 6,303,237 355,999 6,706,836
Increment effect of FAS 158 (465.300) (8.497.386) (3,038.799) (12,001.485)
Net pension asset/(liability)

at September 30, 2007 $(417,700) $(2,194,149) $(2,682,800) $(5,294,649)
Net pension cost, year ended September 30, 2007:
Service cost - benefits earned $ 208,800 $ 1,286,437 $ 900,000 $ 2,395,237
Interest cost on projected benefit obligations 193,700 1,717,011 646,100 2,556,811
Actual return on plan assets (272,000) (1,390,100) (544,600) (2,206,700)
Net amortization and deferral - 123.000 (12,900) 110,100

Net periodic pension cost $ 130,500 $ 1,736,348 $_ 988,600 $ 2,855,448

As of September 30, 2007, the weighted-average discount rate was 6% for all plans. The rates of increase in future compensation
levels used in determining the actuarial present value of the projected benefit obligations was 4.25% for the rabbi and secular plans
and 3.50% for the staff representatives and employees plans. The expected long-term rate of return on assets was 8.5% for all plans.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE F — PENSION AND RETIREMENT PLANS (continued)

It is the Association’s policy to invest pension plan assets in a diversified portfolio consisting of an array of stocks, debt
securities and money market funds through the use of Alliance Investments commingled pools.

The weighted-average target allocation range for each pension plan is as follows:

Staff & Employees Rabbi & Secular
Cash Equivalents 0% - 10% 0%-5%
Select Equity Pool 45% - 55% 0%
Fixed Income Pool 40% - 50% 95%-100%
The plans’ assets were allocated as follows:

Staff Employees Rabbi Secular
Cash Equivalents 2.25% 1.80% 1.43% 2.00%
Select Equity Pool 42.78% 54.84% 0.00% 0.00%
Fixed Income Pool 54.97% 43.36% 98.57% 98.00%

The expected return on plan assets was determined by the Association together with its investment advisors. The rate is
based primarily on expectations of future returns for the plan’s investments, based on target asset allocations.
Additionally, the historical returns on comparable equity and fixed income investments are considered in the estimate of
the expected rate.

The following is a schedule of benefits expected to be paid in each of the next five years, and in the aggregate for the
five fiscal years thereafter as of September 30, 2007. The expected benefit payments shown below are based on the
same assumptions used to determine the Projected Benefit Obligation as of September 30, 2007 and includes benefits
attributable to estimated future employee service.

Staff Plan Employees’ Plan Rabbi
2008 $1,540,900 $ 343,200 $117,800
2009 $1,602,500 $ 346,200 $ 118,700
2010 $1,631,400 $ 382,000 $ 124,300
2011 $1,668,900 $ 471,700 $ 129,600
2012 $1,684,000 $ 472,700 $ 134,600
2014-2017 $8,206,500 $2,467,000 $ 724,000

The Association has an employee 401(k) plan that allows eligible employees to defer from their salaries an amount equal
to a percentage of the contributing participant’s compensation from 1 percent to 15 percent in increments of 1 percent.
The Association matches 1% of the elective deferrals.

The Association has a 457(b) retirement plan covering eligible employees who choose to participate. ~ Contributions
to the plan are amounts deferred from the participating employees’ salary and are limited to the lesser of the applicable
dollar amount as defined in Code Section 457(e)(15)(A) or 100% of the participants’ includible compensation.

The IAFF Financial Corporation, a wholly-owned subsidiary of the Association, maintains a 401(k) plan for its
employees. Employees are eligible for the plan after six months of employment. The plan allows each employee to self-
direct their contributions. The plan provides 100% vesting of employee and matching employer contributions as the
contributions are made. The plan calls for the employer to match the employee contribution up to a maximum of $7,000.
The 401(k) pension expense for the year was $14,002 and administrative costs were $2,241.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE G - COMMITMENTS AND CONTINGENCIES

1. Operating leases

The Association has entered into lease agreements that are classified as operating leases. The leases are for office
equipment, automobiles and office space. The future minimum lease payments are calculated based on the terms of
current lease agreements and are subject to change. The following is a schedule, by fiscal years ending September 30, of
future minimum lease payments as of September 30, 2007:

Equipment and
Automobiles Office Space

2008 $ 58,355 $1,029,689

2009 3,424 1,029,689

2010 - 1,029,689

2011 - 1,029,689

Later years - 2,524,793
617 $6,643,549

The Association subleases one thousand square feet of its current space to the IAFF Financial Corporation. The lease
term began April 1, 2005 and will continue on a month-to-month basis until the rental rate of $3,000 monthly is
renegotiated. IAFF Financial Corporation paid the Association a total of $36,000 in sublease payments, which the
Association recognizes as other income during the year ending September 30, 2007.

As part of the office space lease, the Association has agreed that in the event the basic rent, plus additional rent for any
increase in operating expenses and real estate taxes, shall be insufficient to meet the debt service requirements and other
obligations on the building of the landlord (United Unions, Inc.), the Association will pay as additional rent its pro-rata
share (9%) of the amount necessary to meet such debt service requirements and other obligations. The total rent expense
incurred by the Association under all operating leases during the year ended September 30, 2007 was $1,129,794.

2. Guarantor responsibilities

The IAFF Financial Corporation has access to a $1,000,000 revolving line of credit that is guaranteed and secured by the
Association. The corporation has paid off the outstanding balance at September 30, 2007. The credit line is currently
available through January 31, 2008. The interest rate is set at a variable rate equal to the bank’s base rate and is payable
monthly. Should any outstanding principal exist at the maturity date of January 31, 2008, it is due and payable in full on
that maturity date. The credit line is guaranteed and secured by a certificate of deposit established by the Association.
Interest of $11,078 was incurred on the line of credit as of September 30, 2007. Management has requested in November
2007 that the bank close the line of credit and release the collateral.

The Association, as a 9% owner of United Unions, Inc., is a co-guarantor of a first deed of trust note from Suntrust
Bank, N.A. on the United Unions, Inc. building. At September 30, 2007, the Association is contingently liable for its
share of United Unions, Inc.’s remaining principal balance of $720,813. The first deed of trust note bears an annual
interest rate of 3.82%. United Unions, Inc. is to make monthly payments of $73,349, including principal and interest,
until July 31, 2008, at which point the entire note will be satisfied.

During the 2007 fiscal year, the Association, as a 9% owner of United Unions, Inc., became a co-guarantor of a loan
agreement with Suntrust Bank, N.A. As of September 30, 2007, the Association is contingently liable for its share of
United Unions, Inc. remaining principal balance of $4,194,857. This loan bears an annual interest rate of 6.2%. United
Unions, Inc. is making payments of $66,171, including principal and interest, until December 2, 2013, the maturity date.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE G - COMMITMENTS AND CONTINGENCIES (continued)

3. Other commitments and contingencies

The Association and the International Association of Fire Fighters Burn Foundation participated in a federal grant
program, which is subject to financial and compliance audits by federal agencies or their representatives. Management
does not anticipate any significant adjustments as a result of such an audit.

The Association has an open letter of credit in the amount of $1,316,000 to secure pension costs in Canada. As of
September 30, 2007, no amount has been drawn and no interest has been incurred on the letter of credit.

The Association and the John P. Redmond Foundation have entered into agreements with hotels for future conventions
and meetings. The Association has also entered into contracts with consultants for future services. In the event of the

cancellation of these agreements, the Association and the Foundation will incur penalty charges. As of September 30,
2007, no cancellations are expected or foreseen by either organization.

The W.H. “Howie” McClennan Scholarship Fund has not filed solicitation forms in various states from which
contributions are received. It is at least reasonably possible that penalties may be assessed, but an estimate of such fees

cannot be made as of September 30, 2007.

NOTE H - PER CAPITA TAX

Resolutions made at the Association’s conventions provide for the following allocations of monthly per capita tax, with
all remaining per capita tax allocations to the General Fund:

Emergency Disputes Fund - effective September 1, 2006 - $.32 per active member, $.16 per retiree
John P. Redmond Memorial Foundation - effective September 1, 1986 - $.04 per active member, $.02 per retiree
Firepac Education Fund - effective September 1, 2006 - $1.17 per active member, $.59 per retiree

Political Referendum Operations Partnership Fund
- effective September 1, 2006 - $.10 per active member, $.05 per retiree

NOTE I-POLITICAL ACTION COMMITTEES FUND
The Association has established five Political Action Committees for the purpose of contributing funds to state and

federal candidates. The use of these funds is restricted to purposes described in Federal Election Commission
regulations and various state statutes, and the Association has no immediate or future claims to these assets.

NOTE J - REWARD FUNDS
Pursuant to Executive Board action at its May 1989 board meeting, the Association established a reward fund to reward

individuals who provide information that leads to the arrest and conviction of persons responsible for major incidents of
arson that cause death to members of the Association. The balance in the fund as of September 30, 2007 is $29,599.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE K — EXPENSES

The International Association of Fire Fighters was organized to protect and advance the interests and general welfare of
fire fighters throughout the United States and Canada. Their objectives are to organize all fire fighters; to secure just
compensation for their services; to promote a safe and healthy working environment; to promote the research and
treatment of burns and other related health problems common to fire fighters; and to encourage the formation of local
unions, state and provincial associations and joint councils. The costs of providing these programs, other Association
activities, and the programs of the Association’s affiliates have been summarized on a functional basis in this note and in
the consolidated statement of changes in unrestricted net assets. Accordingly, certain costs have been allocated among
the programs and supporting services benefited.

Costs have been allocated among Program and Supporting services as follows:

Program Services
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Education and Training $9,797,341
Government Affairs 7,531,396
Organizing 2,620,043
Technical Assistance and Labor Issues 6,276,734
Public Relations and Communications 1,486,950
Safety and Health 787,204
Affiliates 781.456
Subtotal 29,281,124

Supporting Services
Management and General 12,920,762
Accounting 1,629,690
Membership 892,741
Mailroom 209,855
Donated services 9-11 Fund 4,228
Affiliates 553.818
Subtotal 16,211,094

Operating Expenses
Subsidiary 452.686
Total Program and Supporting Services and Operating Expenses $45,944,904



INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE L - CONCENTRATIONS OF CREDIT RISK

1. Concentrations of credit risk

The Association and its related entities maintain their cash and cash equivalent balances at several different financial
institutions in the Washington, D.C. metropolitan area. The balances are insured by the Federal Deposit Insurance
Corporation (FDIC) up to $100,000 per institution. At September 30, 2007, the Association had deposits in excess of
FDIC insurance limits of approximately $12.6 million, and its related entities had combined deposits in excess of FDIC
insurance limits of approximately $2.2 million.

The Association and its related entities maintain their investment balances at several different financial institutions in the
United States of America, most of which are located in Washington, D.C., and in Canada. Some investment deposits are
insured by government agencies or the Securities Investor Protection Corporation. Many of these deposits may not be
insured. The uninsured balance cannot be estimated as of September 30, 2007.

2. Concentrations of support

The Association maintains significant operations in both Canada and the U.S. Canadian net assets converted to U.S.
dollars as of September 30, 2007 are approximately $4,551,735 unrestricted and $1,391,644 temporarily restricted.
Concentrations of credit risk with respect to the Association’s accounts receivables are limited due to the large number
of local affiliates and their dispersion across different geographic locales.

A majority of the IAFF Fallen Fire Fighter Memorial Fund, Inc.’s support for operations comes in the form of
contributions from the Association. All such contributions have been eliminated in accordance with the principles of
consolidation in note A2.

The International Association of Fire Fighters Burn Foundation receives approximately 70% of its support from a single
federal agency.

NOTE M — TRANSLATION TO U.S. DOLLARS

All amounts in the financial statements are stated in U.S. dollars. The Association has substantial activity denominated
in Canadian dollars. Accordingly, all amounts denominated in Canadian dollars have been translated to U.S. dollars by
applying the translation rate for assets and liabilities at September 30, 2007 of 100.81% and by applying the average
translation rate for revenue and expenses for the year ended September 30, 2007 of 89.98%. Changes in the foreign
currency translation rate subsequent to September 30, 2007 may materially affect unsettled foreign currency transactions
as of that date. The Association does not reflect those effects in these financial statements.

NOTE N - DONATED PROPERTY

The City of Colorado Springs granted to the IAFF Fallen Fire Fighter Memorial Fund, Inc. a park license for its use of
city land on which the memorials stand. Should the Fund ever misuse or abandon the land, it would be responsible for
the costs incurred to restore the land to its original state. The term of this license ends August 30, 2013. At that date, the
license may be renewed for an additional twenty-five years. As of September 30, 2007, it is the Fund’s intention to
renew this license. The value of this donated property has not been reflected in the financial statements.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE O - RESTRICTIONS ON NET ASSETS

The Association has net assets subject to temporary purpose restrictions. All restrictions are expected to be fulfilled
within the next fiscal year.

The John P. Redmond Memorial Foundation and the International Association of Fire Fighters Burn Foundation receive
contributions subject to temporary purpose restrictions. At September 30, 2007, no temporarily restricted assets remain.

The IAFF Fallen Fire Fighter Memorial Fund, Inc. imposed permanent restriction status on its collections. Permanently
restricted net assets are defined as existing indefinitely in time and purpose. As of September 30, 2007, the Fund had
$423,953 in permanently restricted net assets.

NOTE P - STRATEGIC ALLIANCE

The IAFF Financial Corporation renegotiated a contract forming a strategic alliance to promote its product offering. This
contract guarantees the corporation the following annual payments:

2007 $ 684,000
2008 $ 814,000
2009 $ 879,000
2010 $ 949,000
2011 $1,025,000
2012 $1,107,000

The contract calls for the other party to provide record keeping and to administer the co-branded products. Other
strategic alliance contracts have been signed during the past several years offering members other products.

NOTE Q - RELATED PARTY TRANSACTIONS

1. Donated services

The Association contributes the services of its personnel to carry out the activities of the following affiliates: W.H.
“Howie” McClennan Scholarship Fund, IAFF Fallen Fire Fighter Memorial Fund, Inc. (Memorial Fund), John P.
Redmond Memorial Foundation, International Association of Fire Fighters Disaster Relief Fund (Disaster Fund), The
New York September 11 Firefighters Counseling Support Foundation, and the International Association of Fire Fighters
Burn Foundation (Burn Foundation). The value of these contributed services is only recognized by the affiliates when
the services are distinguishable from activities normally carried on by the Association. The Memorial Fund is the only
affiliate that reflected these services as an increase to contribution revenue and an increase to various expenses in the
amounts of $441,669. The Burn Foundation generally pays for services that are specific to grants, and for personnel
solely designated by the Association to the Burn Foundation. The value of these services has been reflected in the
financial statements.

The Association also donated accounting and administrative services to the New York Firefighters 9-11 Disaster Relief
Fund. Based on the Association’s standard salary expenses, $4,228 was recorded as expense for the year ended
September 30, 2007. The New York Firefighters 9-11 Disaster Relief Fund is not included in the consolidated financial
statements.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2007

NOTE Q - RELATED PARTY TRANSACTIONS (continued)

2. Board of Trustees

Members of the Association’s Board of Trustees are also officers of the following affiliates: W.H. “Howie” McClennan
Scholarship Fund, John P. Redmond Memorial Foundation, International Association of Fire Fighters Disaster Relief Fund,
The New York September 11 Firefighters Counseling Support Foundation, International Association of Fire Fighters Burn
Foundation, and IAFF Fallen Fire Fighter Memorial Fund, Inc. Similarly, several officers and members of the Association’s
Board of Trustees are also officers and Board members of the IAFF Financial Corporation. The Board members are not
compensated by the Association for services rendered in their capacity as Trustees/officers for these entities.

3. Accounts receivable/payable from/to related parties

Amounts due to the Association’s subsidiary and affiliates consist of unremitted contributions, royalty income, per capita tax
allocations, registration fees, proceeds from merchandise sales, and reimbursements for expenses. Amounts due from the
subsidiary and affiliates are for expenses paid for by the Association. During the year, the net amount of these transactions
was $668,000 payable to the Association. This net amount is included in the due to and due from amounts reported on the
September 30, 2007 balance sheet.

4. Other related party transactions

The New York September 11 Firefighters Counseling Support Foundation provides support to the Counseling Service Unit
(the CSU) of the FDNY. Members of the Foundation’s board of trustees are also directors of the CSU. All donations made
or incurred by the Foundation during the fiscal year were to the CSU.

During the 2007 fiscal year, the New York September 11 Firefighters Counseling Support Foundation received $9,500 on
behalf of the International Association of Fire Fighters Disaster Relief Fund (DRF). This amount is deemed payable to the
DREF as of September 30, 2007.

The International Association of Fire Fighters Disaster Relief Fund is a co-sponsor of the memorial event performed by the
IAFF Fallen Fire Fighter Memorial Fund, Inc. and has occasionally received memorial contributions on behalf of the fund.

The IAFF Financial Corporation received no capital contributions from the Association (its parent company) for the year
ended September 30, 2007. It does have an account payable of $1,101 to the Association for expenses paid for by the parent.

NOTE R - PROMISES TO GIVE

1. Unconditional Promises to Give

The New York September 11 Firefighters Counseling Support Foundation has made unconditional promises that are payable
in less than one year.

2. Conditional Promises to Give

The Association and the International Association of Fire Fighters Burn Foundation were awarded federal grants, which are
conditioned upon the organizations’ progression on various programs. The remaining amount to be received for these
promises is $2,021,044.
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CERTIFIED PUBLIC ACCOUNTANTS

STOKES & COMPANY, P.C.
1201 15TH STREET, NW

SUITE 2340

WASHINGTON, D.C. 20005-2800
(202) 293-9000

FAX (202) 293-9666

WWW. STOKESPC.COM

LARRY F. STOKES, C.P.A,
MATTHEW F. PENNIMAN, C.P.A.

'MEMBERS

AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS

|PRIVATE COMPANIES
PRACTICE SECTION

Independent Auditor’s Report on Other Financial Information

Board of Trustees
International Association of Fire Fighters

Our report on our audit of the basic consolidated financial statements of the International
Association of Fire Fighters as of September 30, 2007 appears on page 3.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America for the purpose of forming an opinion on the basic financial
statements taken as a whole. The other financial information on pages 29 - 38 is presented
for purposes of additional analysis and is not a required part of the basic financial
statements. The supplemental schedules of revenues, expenses, and general fund expenses
were subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole. The schedule of salary and expenses, however,
was not subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion on it.

i pe.

Washington, D.C.

January 22, 2008
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Note to Other Financial Information
Year Ended September 30, 2007

SCHEDULE OF SALARY AND EXPENSES
All amounts in the schedule of salary and expenses, like all amounts in the financial statements and other financial
information, are stated in U.S. dollars. The Association has substantial activity denominated in Canadian dollars.

Accordingly, all salary and expense amounts denominated in Canadian dollars have been translated to U.S. dollars by
applying the average translation rate for the year ended September 30, 2007 of 89.98%.
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