INTERNATIONAL ASSOCIATION
OF FIRE FIGHTERS
AND ITS
SUBSIDIARY AND AFFILIATES

Consolidated Financial Statements
and

Independent Auditor’s Report

September 30, 2009

kwiktag ®
ag 046 998 208

Iy



CONTENTS

PAGE
INDEPENDENT AUDITOR’S REPORT 3
CONSOLIDATED FINANCIAL STATEMENTS
Balance Sheet 4
Balance Sheet — Other 3
Statement of Changes in Unrestricted Net Assets/Equity 6
Statement of Changes in Unrestricted Net Assets/Equity — Other /i
Statement of Changes in Net Assets/Equity 8
Statement of Changes in Net Assets/Equity — Other 9
Statement of Cash Flows 10
Statement of Cash Flows — Other 11
Notes to Financial Statements 12 -27
OTHER FINANCIAL INFORMATION
Independent Auditor’s Report on Other Financial Information 29
Supplemental Schedule of Revenues 30
Supplemental Schedule of Revenues — Other 31
Supplemental Schedule of Expenses 32
Supplemental Schedule of Expenses - Other 33
Supplemental Schedule of General Fund Expenses 34
Supplemental Schedule of General Fund Expenses — Other 35
Schedule of Salary and Expenses 36-38

Note to Other Financial Information 39



tokes

AND: COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

STOKES & COMPANY, P.C.

1201 15TH STREET, NW
SUITE 340
WASHINGTON, D.C. 20005-2842

. (202) 293-2000

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

| GOVERNMENTAL AUDIT

QUALITY CENTER

EMPLOYEE BENEFIT PLAN
AUDIT QUALITY CENTER

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, 2009, 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, 2008 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, 2009 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.

@%M IJGW%, ’0'0‘

STOKES & COMPANY, P.C.
Washington, D.C.

January 25, 2010
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements
September 30, 2009

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, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3. Basis of presentation

Financial statement presentation follows accounting principles generally accepted in the United States of America in
relation to net asset classification. The Association is required by these principles 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 (PROP 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.

13



INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

6. Investments

Investments in equity and debt securities are carried at fair market value, when that value is readily determinable.
Investment income, including realized and unrealized gains and losses, is included in the consolidated statement of
activities and changes in net assets as unrestricted unless donor or law restricts the income or loss.

The investment in United Unions, Inc., of which the Association owns 13.433%, is accounted for under the cost 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 consolidated.

7. Property and equipment

Property and equipment are recorded at cost. All of the Association’s acquisitions with a cost greater than $5,000 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 have been earned
but not received as of September 30, 2009. Management reviews accounts receivable to determine collectibility. An
amount of $84,958 has been estimated as an allowance for doubtful accounts as of September 30, 2009. 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, 2009

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, 2009. 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, 2009.

Accounts receivable for the IAFF Financial Corporation includes royalty and market support revenue that has not been
received as of September 30, 2009. 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, 2009.

In accordance with accounting principles generally accepted in the United States of America, 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 TAFF 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 Association and its subsidiary and affiliates 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, 2009, 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,
2009, IAFF Financial Corporation has no deferred tax asset or liability. Income tax expense for the year ended
September 30, 2009 was $98,935.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

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.

Accounting principles generally accepted in the United States of America require that uncertain tax positions be
evaluated and the potential impact of an unfavorable outcome of a tax authority’s assessment of such uncertain tax
position be reflected in the financial statements. From time to time, management must assess the need to accrue or
disclose a possible loss contingency for proposed adjustments from various federal and state tax authorities who may
audit the organization in the normal course of business. The Association and its subsidiary and affiliates have
evaluated their tax reporting and have not reflected any contingent liability for any such potential assessment.

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. Fair value instruments

Accounting principles generally accepted in the United States of America provide a common definition of fair value,
establish a framework for measure of fair value and expand disclosures about fair value measurements, but do not
require any new fair value measurements. All assets and liabilities required to be measured at fair value by these
accounting principles have been assessed with the following three-tier hierarchy of inputs:

Level 1 — quoted prices in active markets for identical instruments
Level 2 — other significant observable inputs
Level 3 — significant unobservable inputs

14. Financial information as of September 30, 2008

The financial information as of September 30, 2008 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.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE B - CASH AND TEMPORARY INVESTMENTS (continued)

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.

At September 30, 2009, the following amounts have been set-aside for specific purposes:

Cash and Cash Temporary
Equivalents Investments

International Association of Firefighters
United Unions reserve — AFL-CIO Housing Trust $ - $ 1,013,701
Other AFL-CIO Housing Trust accounts - 4,841,728
Certificates of deposit - 7,861,018
Cash accounts 6,497,327 -
IAFF Financial Corporation 622,928 -
International Association of Fire Fighters Burn Foundation 31,539 -
John P. Redmond Memorial Foundation 57,340 -
John P. Redmond Memorial Foundation — AFL-CIO Housing Trust - 80,927
The New York September 11 Firefighters Counseling Support Foundation 118,457 -
International Association of Fire Fighters Disaster Relief Fund 23,868 -
IAFF Fallen Fire Fighter Memorial Fund, Inc. 358,804 -
IAFF Fallen Fire Fighter Memorial Fund, Inc. — Certificates of deposit - 1,115,276
W.H. “Howie” McClennan Scholarship Fund 23,447 -
W.H. “Howie” McClennan Scholarship Fund — AFL-CIO Housing Trust - 493,471
$7,733.710 $15,406,121

The investments in the AFL-CIO Housing Trust are considered Level 2 fair value measurements. Current values are
estimated based on quoted market prices as provided by the custodians for the portfolio. All other relevant assets and
liabilities are considered Level 1.

NOTE C - INVESTMENT INCOME

A summary of investment income earned by all entities for the year ended September 30, 2009 is as follows:

Interest/dividends $ 589,694
Realized gains/(losses) 5,845
Unrealized gains/(losses) 298.499

$ 894,038
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

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, 2009, $15,049 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.

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
$3,337,203 at September 30, 2009.

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 $3,345,000 and
$1,872,360 to and from the Staff Representatives' plan and $1,590,000 and $294,734 to and from 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.

Accounting principles generally accepted in the United States of America require 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.

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.

18



INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE F - PENSION AND RETIREMENT PLANS (continued)

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 16.65% 19.68% 3.87% 2.00%
Select Equity Pool 53.37% 50.84% 0.00% 0.00%
Fixed Income Pool 29.98% 29.48% 96.13% 98.00%

These rates of increase are estimated and are subject to change based upon future actions taken by the Board of Trustees.

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.

As of September 30, 2009, the weighted-average discount rate was 5.50% 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 3.00% for the staff representatives and employees’ plans. The expected long-term rate of
return on assets was 8.50% for all plans, which was determined based upon historical long-term trends.

Accrued pension cost and pension expense related to the various pension plans as of September 30, 2009, and for the
year then ended, are as follows:

Accrued Pension

Pension Liability Expense
Officers - rabbi trust $ (1,379,805) $ 451,602
- secular trust (138,382) (42,276)
Staff representatives (9,922,098) 2,767,696
Employees (6,973.999) 1,740,075
$ (18,414,284) 4,917,097

Other pension expense

- 401(k) match and administrative costs 188,951
- Canadian pension benefit payments 21,910
Total pension expense $5,127,958

During the next fiscal year, the Association expects to collectively contribute approximately $4 million to the defined
benefit pension plans. Unrecognized amounts include a net transition asset of $39,425, net prior service cost of
$1,560,186, and net loss of $25,130,277.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

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, 2009
financial statements.

Rabbi and Staff Grand
Secular Representatives Employees Total

Actuarial present value of benefit obligations:

Vested benefit obligations $ 5,263,240 $ 34,321,629 § 12,467,056  § 52,051,925

Accumulated benefit obligations $ 5,263,240 $ 35,909,991 $ 13,856,757 $ 55,029,988
Projected benefit obligations $  (5,487,090) $ (39,383,404)  § (17,282,785)  $ (62,153,279)
Plan assets at fair value 3,968,903 29,461,306 10,308,786 43,738,995
Funded status § (1,518,187) $ (9922,098) 8 (6,973999) _§ (18414,284)
Net pension asset/(liability) at September 30, 2009:
Net pension asset/(liability)

at September 30, 2008 $ (1,898,047) $ (6,900,147) § (5368,154) $ (14,166,348)
Net periodic pension cost (409,326) (2,767,696) (1,740,075) (4,917,097)
Contribution made during the year 423,000 3,345,000 1,590,000 5,358,000
Incremental effect on net assets 366,186 (3,599,255) (1,455,770) (4,688,839)
Net pension asset/(liability)

at September 30, 2009 $ (1,518,187) $§ (9922098 § (6973999) § (18414,284)
Net pension cost, year ended September 30, 2009:
Service cost - benefits earned $ 139,219 $ 1,632,678 $ 1,309,901 $ 3,081,798
Interest cost on projected benefit obligations 327,925 2,702,032 1,161,832 4,191,789
Expected return on plan assets (297,772) (2,926,723) (982,048) (4,206,543)
Net amortization and deferral 239,954 1,359,709 250,390 1,850,053

Net periodic pension cost $ 409,326 $ 2767,69 $ 1,740,075 $ 4917097

The Association’s net periodic pension cost covered a 15-month period for the financial statements ended September 30,
2009, as the measurement date changed from June 30 to September 30, in accordance with accounting principles generally
accepted in the United States.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE F — PENSION AND RETIREMENT PLANS (continued)

The following is a schedule of benefits expected to be paid in each of the next five years, and in the aggregate for the four
fiscal years thereafter as of September 30, 2009. The expected benefit payments shown below are based on the same
assumptions used to determine the Projected Benefit Obligation as of September 30, 2009 and includes benefits attributable to
estimated future employee service.

Staff Employees Rabbi Secular
2010 $1,639,569 $ 403,646 $239,675 $ -
2011 $1,728,173 $ 398,234 $225,030 $ -
2012 $1,837,645 $ 461,609 $331,363 $ 95,503
2013 $1,972,578 $ 487,550 $313,102 $ 87,892
2014 $2,171,380 $ 495,903 $ 293,340 $ 80,208
2015-2018 $10,076,877 $2,429,823 $ 957,600 §$ 246,042

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 up to 2% of qualified compensation for all employees who elect to defer.

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 $10,000. The 401(k) pension
expense for the year was $10,000 and administrative costs were $3,353.

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 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, 2009:

Capital Lease

Equipment Automobiles Office Space

2010 § 82,723 $ 16,148 $ 1,586,085

2011 93,222 14,784 2,123,510

2012 39,872 3,696 2,183,756

2013 39,326 - 2,240,517

2014 3,528 - 2,304,888
Later years - - 9.679.649



INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE G - COMMITMENTS AND CONTINGENCIES (continued)

1. Operating leases (continued)

The total rent expense incurred by the Association under all operating leases during the year ended September 30, 2009 was
$1,763,093.

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 $4,000 monthly is renegotiated. IAFF
Financial Corporation paid the Association a total of $48,000 in sublease payments, which the Association recognized as other
income during the year ending September 30, 2009.

As a partial owner of the leased office space, if the landlord (United Unions, Inc.) receives rents that are insufficient to meet
the debt service requirements and other obligations on the building, the Association will pay its pro-rata share (13.433%) of
the amount necessary to meet such debt service requirements and other obligations. These additional payments will be
recognized as additional investment capital contributions.

2. Capital Leases

The Association has entered into lease agreements for office equipment that are classified as capital leases. The future
minimum lease payments are calculated based on the terms of current lease agreements, including a reduction for imputed
interest, and are subject to change. The schedule in Note G1 includes future minimum lease payments for these capital leases.
The total interest expense incurred by the Association under all capital leases during the year ended September 30, 2009 was
$35,492.

Furniture and equipment on the balance sheet includes $372,135 of capital lease equipment and accumulated depreciation
includes $113,464 of capital lease accumulated amortization.

3. Guarantor responsibilities

During the August 2008 Convention, the Board of Directors made a motion to increase its interest in United Unions from 9%
to 13.433%. This share increase came in to effect October 1, 2008.

During the 2007 fiscal year, the Association, as an owner of United Unions, Inc., became a co-guarantor of a loan agreement
with Suntrust Bank, N.A. As of September 30, 2009, the Association is contingently liable for its share (25.98%) of United
Unions, Inc.’s remaining principal balance of $3,060,990. 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 2013, the maturity date.

In September 2008, United Unions obtained a $24 million loan to purchase the shares of one tenant residing in the United
Unions building. United Unions also obtained a $15 million line of credit to assist in building improvements. As an owner of
United Unions, Inc., the Association is contingently liable for its pro-rata share (13.433%).

4. 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.
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE G - COMMITMENTS AND CONTINGENCIES (continued)

4. Other commitments and contingencies (continued)

The Association has an open letter of credit in the amount of $1,818,000 to secure pension costs in Canada. As of September
30, 2009, 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, 2009, no
cancellations are expected or foreseen by either organization.

The Association’s affiliates have 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,
2009.

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, 2008 - $.34 per active member, $.17 per retiree

John P. Redmond Memorial Foundation - effective September 1, 1986 - $.04 per active member, $.02 per retiree

Firepac Education Fund - effective September 1, 2008 - $1.25 per active member, $.62 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. All amounts in this fund are considered restricted.
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Notes to Consolidated Financial Statements (continued)
September 30, 2009

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 as follows:

Program Services

Organizing $ 5,477,082
Technical Assistance and Labor Issues 4,633,321
Government Affairs 8,228,288
Education and Training 8,599,174
Safety and Health 1,350,333
Convention 33,644
Public Relations and Communications 2,452,742
Motorcycle Group 66,200
Affiliates 317,167
Subtotal 31.157.951

Supporting Services
Management and General 13,435,764
Accounting 1,984,542
Membership 1,504,327
Mailroom 255,355
Donated services 9-11 Fund 1,620
Affiliates 636,186
Subtotal 17,817,794

Operating Expenses
Subsidiary 929823
Total Program and Supporting Services and Operating Expenses $49.,905,568

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 $250,000 per institution. At September 30, 2009, the Association had deposits in excess of FDIC
insurance limits of approximately $12.4 million, and its related entities had combined deposits in excess of FDIC insurance
limits of approximately $1.3 million.
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Notes to Consolidated Financial Statements (continued)
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NOTE L - CONCENTRATIONS OF CREDIT RISK (continued)

1. Concentrations of credit risk (continued)

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, 2009.

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, 2009 are approximately $6,819,973 unrestricted and $1,129,375 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 20% 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, 2009 of 92.11% and by applying the average translation rate for
revenue and expenses for the year ended September 30, 2009 of 85.08%. Changes in the foreign currency translation rate
subsequent to September 30, 2009 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, 2009, it is the Fund’s intention to renew this license. The
value of this donated property has not been reflected in the financial statements.

NOTE O - NET ASSETS

1. Unrestricted net assets

The W.H. “Howie” McClennan Scholarship Fund has board-designated net assets that represent the initial support provided to
the Fund.
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Notes to Consolidated Financial Statements (continued)
September 30, 2009

NOTE O - NET ASSETS (continued)

2. Restrictions on net assets

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

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.

3. General Fund net assets

As detailed in Note F, the Association’s net asset balance has been significantly impacted by defined benefit plan accounting
principles. The following summarizes the General Fund’s net asset allocation:

Net assets before defined benefit plan adjustment $ 26,712,959
Defined benefit plan adjustment, cumulative effect (26,651,037)
General Fund net assets $ 61922

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:

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 $206,658. 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 donates accounting and administrative services to the New York Firefighters 9-11 Disaster Relief Fund.

Based on the Association’s standard salary expenses, $1,620 was recorded as expense for the year ended September 30, 2009.
The New York Firefighters 9-11 Disaster Relief Fund is not included in the consolidated financial statements.
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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 $98,390 payable by the Association. This net amount is included in the due to and due from amounts reported on the
September 30, 2009 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.

The IAFF Financial Corporation received no capital contributions from the Association (its parent company) for the year
ended September 30, 2009. It does have an interfund payable of $516 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.

The Association has made unconditional promises totaling $250,000, which are payable in even increments over the next
five years.

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 $8,496,760.

NOTE S — SUBSEQUENT EVENTS

Subsequent events have been evaluated through January 25, 2010
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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, 2009 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 30 - 39 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.

Klotee [ orspans 2.

Washington, D.C.

January 25, 2010
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INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS
Note to Other Financial Information
Year Ended September 30, 2009

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, 2009 of 85.08%.
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Board of Trustees
International Association of Fire Fighters

We have audited the consolidated financial statements of the International Association of
Fire Fighters (the Association) for the year then ended September 30, 2009, and have
issued our report thereon dated January 25, 2010. Professional standards require that we
provide you with the following information about our responsibilities under generally
accepted auditing standards (and, if applicable, Government Auditing Standards and OMB
Circular A-133), as well as certain information related to the planned scope and timing of
our audit. We have communicated such information in our discussion about planning
matters on September 9, 2009. Professional standards require that we provide you with the
following information related to our audit.

OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY
ACCEPTED IN THE UNITED STATES OF AMERICA

As stated in our engagement letter dated February 7, 2009, our responsibility, as described
by professional standards, is to express an opinion about whether the financial statements
prepared by management with your oversight are fairly presented, in all material respects,
in conformity with U.S. generally accepted accounting principles. Our audit of the financial
statements does not relieve you or management of your responsibilities.

In planning and performing our audit, we considered the Association’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. We also considered internal control over
compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133. Also in accordance with OMB
Circular A-133, we examined, on a test basis, evidence about the Association’s
compliance with the types of compliance requirements described in the “U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement” applicable to
each of its major federal programs for the purpose of expressing an opinion on the
Association’s compliance with those requirements. While our audit will provide a
reasonable basis for our opinion, it will not provide a legal determination on the
Association’s compliance with those requirements.

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED
FINANCIAL STATEMENTS

We are not aware of any documents containing copies of the Association's September 30,
2009 financial statements and our auditor’s report. However, were the statements and
our report to be included in such documents, we would be responsible only for our
report. We would have no obligation to perform any procedures to corroborate other
information contained in such documents and we would not be responsible for the
financial statements or any other information contained in such documents.
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SIGNIFICANT AUDIT FINDINGS

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the Association are described in Note A to the financial statements. As described in
Note Al3, the Association adopted U.S. accounting principles for reporting fair value measurements.
Accordingly, the standard is prospectively applied. No new accounting policies were adopted and the application
of existing policies was not changed during 2009. We noted no transactions entered into by the Association
during the year for which there is a lack of authoritative guidance or consensus. There are no significant
transactions that have been recognized in the financial statements in a different period than when the transaction
occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates may be particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimates affecting the financial statements were:

e Management’s estimate of the allowance for doubtful accounts is based on the historical
collectibility of accounts receivable related to per capita taxes, supply sales and event
registrations.

e Management’s estimate of the Association’s defined benefit plan disclosures in the
Association’s consolidated financial statements are based on actuarial assumptions as noted
in Note F of those statements.

e Management’s estimate of the useful life of fixed assets and leasehold improvements have
been based on management’s policies related to the disposal and replacement of fixed
assets and leasehold improvements. The estimated useful life has been used to determine
the accumulated depreciation and amortization for furniture and equipment and leasehold
improvements.

e Management’s estimate of the future minimum lease payments, disclosed in the financial
statements under Note G, have been based on the terms of the Association’s current signed

operating leases.

We evaluated the key factors and assumptions used to develop the above estimates in determining that they are
reasonable in relation to the financial statements taken as a whole.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement
disclosures may be particularly sensitive because of their significance to financial statement users.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. Management has
corrected all such misstatements. The following material misstatements detected as a result of audit procedures
were corrected by management:

Understated fixed assets $258,671
Understated capital lease payable $258,671

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose during
the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated January 25, 2010.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an
accounting principle to the Association’s financial statements or a determination of the type of auditor’s opinion
that may be expressed on those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Association’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a condition
to our retention.

This information is intended solely for the use of the Board of Trustees, management and others within the
International Association of Fire Fighters and is not intended to be and should not be used by anyone other than
these specified parties.

Aot fémfz_pd/%,/@

STOKES & COMPANY, P.C
Washington, D.C.

January 25, 2010
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