











Financial Summary

Operationally, 2018 was another good year for ARRL, producing a $701,000 gain from operations. However, the downturn in the investment
markets caused the overall net assets to decrease for the year by $737,000. Overall revenues and expenses were both down from 2017.

ARRL membership declined in 2018 to 156,899 members, which was a decrease of 1.4% from the end of 2017. While a decline was still
expected as a residual effect of the 2016 dues increase, the number of members at year end was 1,000 more than originally forecasted.
Despite the drop in membership, dues revenues increased by 1% to almost $6.8 million.

ARRL publications and products continue to be popular with our members and the public, although, revenues from publication sales fell to
$3.8 million in 2018, a decrease of 5.1% in comparison to the prior year.

Print advertising, as with many organizations, continued a downward trend in 2018. Sales of advertising across the various ARRL platforms
were $1.8 million in 2018, an 8.6% decrease from 2017.

Although the investment markets had a downturn in the fourth quarter of 2018, interest, dividends, and realized gains contributed $653,000
to ARRL revenues in 2018, up by 28.6% from the previous year.

Revenues from license examination activities and programs and services totaled $990,000 in 2018, up by about 3.0% from the prior year.
The higher revenues were contributed to the new DXCC entity (Kosovo, Z6) and the popularity of the FT8 operating mode.

After an unusually high amount of bequests and the outpouring of support for Ham Aid due to the devastating hurricane season in 2017,
voluntary contributions returned to a more normalized level in 2018. ARRL members continued the tradition of giving to the organization
with voluntary contributions both unrestricted and restricted totaling $1.2 million in 2018.

With a continued focus on controlling costs, total expenses were down in 2018, but only by 0.3% in comparison to the prior year. Total
expenditures across the organization stood at $14.5 million, down from $14.7 million in 2017.

Total assets for the organization stood at $32.4 million at the end of 2018, slightly down from $32.7 million at the end of 2017. Of these totals,
cash and investments totaled approximately $29.3 million at year end in both 2018 and 2017. The investment portfolio supports the various
unrestricted and restricted funds in addition to the long-term liability represented by the Life Member program. Net assets decreased to
$19.8 million at December 31, 2018, from $20.5 million a year earlier. All of this decrease was driven by the impact of the investment markets
on the value of ARRL's investment portfolio during the last quarter of the year.

In summary, ARRL continues to be in good financial condition and has a strong financial foundation. This solid financial position will provide
the resources to allow ARRL to evolve to meet the needs, desires, and demands of today’s and tomorrow’s radio amateur. The challenge is
to meet these demands and create new types of value to grow the membership and ensure the future success of ARRL while maintaining a
stable financial footing. The organization is embracing this challenge with plans to invest in the future while sustaining current operations
and supporting the membership.
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Independent Auditor’s Report

To the Board of Directors
The American Radio Relay League, Incorporated

We have audited the accompanying financial statements of The American Radio Relay League, Incorporated, which comprise the statements
of financial position as of December 31, 2018 and 2017, and the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financial statements.

Management’s Responsibility
for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of The American Radio

Relay League, Incorporated as of December 31, 2018 and 2017, and the changes in its net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Report on Supplementary Information

Our audits were conducted for the purpose of forming an opinion of the financial statements as a whole. The schedules of restricted funds
for time and purpose summary are presented for purposes of additional analysis and are not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing procedures applied in the audits of the
financial statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

WM(@”

Hartford, Connecticut
May 7, 2019
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The American Radio Relay League, Incorporated

Statements of Financial Position
December 31, 2018 and 2017

Assets
2018 2017
Current assets
Cash $ 1,660,661 1,829,880
Accounts receivable, net of allowance for doubtful
accounts of $38,156 and $34,897 218,133 291,267
Inventories, net 497,220 562,821
Contributions receivable, current 85,513 100,158
Other receivables 77,288 80,310
Prepaid expenses and other current assets 299,030 226,586
Total current assets 2,837,845 3,091,022
Other assets
Investments 27,617,702 27,478,256
Long-term contributions receivable, net of discount
and allowance of $233,970 and $234,378 367,780 417,072
Land, building and equipment, net 1,584,888 1,716,246
Total other assets 29,570,370 29,611,574
Total assets _$ 32.408.215 32,702,596
Liabilities and Net Assets
Current liabilities
Accounts payable $ 368,301 329,932
Accrued liabilities 559,652 331,166
Deferred revenue 22,960 39,338
Subtotal operational current liabilities 950,913 700,436
Deferred life membership dues, current 513,827 515,475
Deferred term membership dues, current 3,213,063 3,095,816
Total current liabilities 4,677,803 4,311,727
Long-term liabilities
Deferred life membership dues, less current portion 7,078,670 6,943,997
Deferred term membership dues, less current portion 876,966 935,470
Total long-term liabilities 7,955,636 7,879,467
Total liabilities 12,633,439 12,191,194
Commitments
Net assets
Without donor restrictions
Undesignated 3,582,994 3,790,266
Board designated 8,665,279 8,936,839
Total unrestricted 12,248,273 12,727,105
With donor restrictions 7,526,503 7,784,297
Total net assets 19,774,776 20,511,402
Total liabilities and net assets $ 32408.215 $ 32702596

See Notes to Financial Statements.
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The American Radio Relay League, Incorporated

Revenues and contributions
Membership dues
Net publication sales
Advertising
Investment income
Examination fees and other
Program and service fees
Contributions and support
Net assets released
from restrictions

Expenditures
Programs and services
Publications
Administration
Fundraising

Increase in net assets
before other income (expense)

Other income (expense)
Bequests, Board designated
functioning as an endowment
Second Century Campaign
endowment contributions
Unrealized loss on investments

Change in net assets
Net assets, beginning

Net assets, end

See Notes to Financial Statements.
ARRL 2018 Annual Report

Statement of Activities
Year Ended December 31, 2018

Without donor With donor

restrictions restrictions Total
$ 6,754,691 - $ 6,754,691
3,763,040 - 3,763,040
1,883,115 - 1,883,115
439,075 213,711 652,786
425,669 - 425,669
563,411 - 563,411
675,889 519,348 1,195,237
616,964 (616,964) -
15,121,854 116,095 15,237,949
7,917,827 - 7,917,827
3,076,001 - 3,076,001
3,065,788 - 3,065,788
476,836 - 476,836
14,536,452 - 14,536,452
585,402 116,095 701,497
1,537 - 1,537
- 2,088 2,088
(1,065,771) (375,977) (1,441,748)
(1,064,234) (373,889) (1,438,123)
(478,832) (257,794) (736,626)
12,727,105 7,784,297 20,511,402
$ 12,248,273 7,526,503 $ 19,774,776




The American Radio Relay League, Incorporated

Statement of Activities

Year Ended December 31, 2017

Revenues and contributions
Membership dues
Net publication sales
Advertising
Investment income
Examination fees and other
Program and service fees
Contributions and support
Net assets released
from restrictions

Expenditures
Programs and services
Publications
Administration
Fundraising

Increase in net assets
before other income

Other income
Bequests, Board designated
functioning as an endowment
Second Century Campaign
endowment contributions
Uncollectible pledge
Unrealized gain on investments

Change in net assets
Net assets, beginning

Net assets, end

See Notes to Financial Statements.

Without donor With donor
restrictions restrictions Total
$ 6,682,264 $ - 6,682,264
3,965,971 - 3,965,971
2,060,716 - 2,060,716
321,498 186,187 507,685
436,396 - 436,396
523,938 - 523,938
779,470 1,032,868 1,812,338
758,402 (758,402) -

15,528,655 460,653 15,989,308
7,730,654 - 7,730,654
3,881,972 - 3,881,972
2,458,240 - 2,458,240
500,747 - 500,747
14,571,613 - 14,571,613
957,042 460,653 1,417,695
1,048,174 - 1,048,174

- 17,549 17,549
- (83,183) (83,183)

1,238,980 410,041 1,649,021
2,287,154 344,407 2,631,561
3,244,196 805,060 4,049,256
9,482,909 6,979,237 16,462,146

$ 12,727,105 $ 7,784,297 $ 20,511,402
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The American Radio Relay League, Incorporated

Statements of Cash Flows

Years Ended December 31, 2018 and 2017

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities
Receipts to establish or increase permanent endowment
Depreciation
(Gain) loss on sale of equipment
Uncollectible contributions receivable
Discount and allowance for contributions receivable
Change in inventory reserve
Unrealized loss (gain) on investments
Realized gain on investments allocated
to general and permanent funds
Changes in operating assets and liabilities
Accounts receivable
Inventories
Contributions receivable
Other receivables
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Deferred revenue
Deferred life membership dues, net of allocated
realized gain
Deferred term membership dues

Net cash provided by operating activities

Cash flows from investing activities
Purchase of equipment
Proceeds from sale of equipment
Sales of investments
Purchases of investments

Net cash used in investing activities

Cash flows from financing activities
Receipts to establish or increase permanent endowment

Net increase (decrease) in cash

Cash, beginning

Cash, end

See Notes to Financial Statements.

2018 2017
(736,626) $ 4,049,256
(5,714) (38,007)
247,386 240,825
2,104 (218)
6,000 83,183
(25,175) (25,175)
(14,594) (15,936)
1,441,748 (1,649,021)
(222,759) (175,198)
73,134 (32,675)
80,195 120,043
83,112 117,338
3,022 (18,920)
(72,444) (9,381)
266,855 51,930
(16,378) 11,899
21,320 63,670
58,743 (47,744)
1,189,929 2,725,869
(118,132) (529,413)

- 290
6,262,141 5,463,577
(7,508,871) (7,243,661)
(1,364,862) (2,309,207)
5,714 38,007
(169,219) 454,669
1,829,880 1,375,211
1,660,661 $ 1,829,880
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The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

Note 1 - Organization and summary of significant accounting policies

Nature of activities

The American Radio Relay League, Incorporated (the "League") is a not-for-profit organization
formed to promote interest in amateur radio communication, experimentation and the advancement
of radio art, further the public welfare and foster education in the field of electronic communication.
The League also publishes documents, books, magazines and pamphlets necessary or incidental to
its purpose. The League's operations are primarily supported by membership dues, publication sales,
advertising and contributions. The League’s members are primarily located throughout the United
States.

Basis of presentation

The accompanying financial statements of the League have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America ("GAAP"). The League reports information regarding its financial position and activities
according to the following net asset categories:

Net assets without donor restrictions

Net assets without donor restrictions represent available resources other than donor-restricted
contributions. Included in net assets without donor restrictions are funds that may be earmarked
for specific purposes.

Net assets with donor restrictions

Net assets subject to donor- (or certain grantor-) imposed restrictions are temporary in nature,
such as those that will be met by the passage of time or other events specified by the donor.
Other donor-imposed restrictions are perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity.

Cash and cash equivalents

Cash and cash equivalents include all cash balances and highly liquid short-term instruments with an
original maturity of three months or less when acquired. Temporary cash and cash equivalent
balances associated with investment accounts are included with investments in these financial
statements. There were no cash equivalents as of December 31, 2018 and 2017 included in operating
cash.

Allowance for doubtful accounts

Trade accounts receivable is stated at the amount management expects to collect from outstanding
balances. The League performs on-going credit evaluations of its customers' financial condition and
grants credit based on each customer's ability to pay. The League evaluates the need for an
allowance for doubtful accounts based upon factors surrounding the credit risk of specific customers,
historical trends and other information.

Contributions receivable
Contributions receivable are recorded at their net realizable value, which approximates fair value.
Receivables that are expected to be collected in future years are discounted to their present values.

Inventories

Inventories consist of publications, software, membership supplies and other miscellaneous items.
Inventories are stated at the lower of cost or market. Cost is determined by the first-in, first-out (FIFO)
method. Inventories are reflected net of reserves for slow moving inventory of $81,837 and $96,431
as of December 31, 2018 and 2017, respectively.

ARRL 2018 Annual Report



The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

Investments

The League reports investments at fair value (see Note 5) and reflects any gain or loss in the
statements of activities. Investment income and gains and losses are considered unrestricted unless
restricted by donor stipulation or by operation of law.

Land, building and equipment

The League capitalizes expenditures for building and equipment with a useful life of greater than one
year and a cost of $1,000 or more. Purchased land, building and equipment are carried at cost less
accumulated depreciation. Depreciation is computed using the straight-line method over the
estimated useful life of the asset. Estimated lives for financial reporting purposes are as follows:

Estimated useful

Asset lives
Building 40 years
Furnishings, equipment and building improvements 3-15years
Computer software 3 -5vyears

Expenditures for repairs and maintenance are charged to expense as incurred. For assets sold or
otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts
and any resulting gain or loss is reflected in change in net assets for the period.

The League reviews its long-lived assets for impairment using an undiscounted cash flow method
whenever events or circumstances indicate the carrying value of an asset may not be recoverable.
There were no impairment losses related to long-lived assets as of December 31, 2018 and 2017.

Endowment and spending policy

The League adheres to investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the League must hold in perpetuity as well as board-designated funds.
Under this policy, as approved by the Board of Directors, the endowment assets are invested in
accordance with sound investment practices that emphasize long-term investment fundamentals. It
is recognized that short-term market fluctuations may cause variations in account performance and
investment balances.

To satisfy its long-term rate of return objectives, the League relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and
current yield (interest and dividends). The League targets a diversified asset allocation to achieve its
long-term return objectives within prudent risk constraints.

The League appropriates funds for distribution based on an annual review of investment results and
available net assets. The League's objective is to maintain the purchasing power of the endowment
assets held in perpetuity or for a specified term as well as to provide additional real growth through
new gifts and investment return.

Revenue recognition

Membership dues - Revenue from term membership dues is recognized to the extent of acquisition
costs when memberships are received. The remaining portion is recognized as revenue on the
straight-line basis ratably over the applicable membership period.
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The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

The by-laws of the League provide for a life membership dues rate that equals 25 times the term
membership annual dues rate. Life member dues are deferred upon receipt. Investment earnings on
allocated life member investments are deferred. Revenue is recognized at an amount representative
of the estimated cost to the League for providing services to the life members.

Publication sales - Revenue from publication sales is recognized when the earnings process is
complete and the risks and rewards of ownership have transferred to the customer, which is generally
considered to have occurred upon shipment of the publication.

Advertising - Advertising revenue is recorded during the period in which the advertisements are
published.

Contributions and bequests - The League reports unconditional promises to give as revenue when
the promise is received. Conditional promises to give are recognized as revenue when the condition
is met. Contributions received are recorded as with or without donor restrictions depending on the
existence and/or nature of any donor restrictions. When a restriction expires (that is, when a stipulated
time restriction ends or purpose restriction is accomplished), net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the statements of activities as net
assets released from restrictions. Donor-restricted contributions whose restrictions are met in the
same reporting period have been reported as unrestricted support in the statement of activities.

Income taxes

The League is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue
Code. However, the League is subject to federal and state income tax as a result of unrelated
business income arising from net advertising income. There are no unrelated business income tax
liabilities for the years ended December 31, 2018 and 2017.

The League's federal information returns prior to calendar year 2015 are closed and management
continually evaluates expiring statutes of limitations, audits, proposed settlements, changes in tax law
and new authoritative rulings. The League recognizes interest and penalties associated with
uncertain tax positions as part of the income tax provision and includes accrued interest and penalties
with the related tax liability in the statements of financial position. The League has no unrecognized
tax positions at December 31, 2018 and 2017.

Functional expenses

The costs of providing various program and supporting services have been summarized on a
functional basis in the statements of activities. Accordingly, certain costs have been allocated among
the program and supporting services benefited.

Use of estimates

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

Newly adopted accounting standards

During 2018, the League adopted the provisions of Accounting Standards Update (“ASU”) 2016-14.
The provisions improve the usefulness and reduce the complexities of information provided to donors,
grantors, creditors, and other users of the financial statements by eliminating the distinction between
resources with permanent restrictions and those with temporary restrictions from the face of the
financial statements. Enhanced disclosures in the notes to the financial statements will provide useful
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The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

information about the nature, amounts and effects of the various types of donor-imposed restrictions,
which often include limits on the purposes for which the resources can be used as well as the time
frame for their use. The guidance also enhances disclosures for board designated amounts,
composition of net assets without donor restrictions, liquidity and expenses both their nature and
functional classification. While the adoption of ASU 2016-14 requires net assets to be presented with
and without donor restrictions, the ASU had no effect on the League’s total net assets.

Subsequent events
The League has evaluated events and transactions for potential recognition or disclosure through
May 7, 2019, which is the date the financial statements were available to be issued.

Note 2 - Liquidity

The League regularly monitors liquidity required to meet its annual operating needs and other
contractual commitments while also striving to maximize the return on investment of its funds not
required for annual operations. As of December 31, 2018, the League has approximately $5.8 million
of financial assets available to meet annual operating needs for the calendar year 2019 as follows:

Cash $ 1,660,661
Accounts receivable 218,133
Investments available for operations 3,833,423
Other receivable 77,288

Total $ 5,789,505

These financial assets are not subject to any donor or contractual restrictions.

The League supports its general operations primarily with membership dues, advertising, publications
and program fees, as well as unrestricted donor contributions and donor restricted funds whose time
or purpose restriction has been met. In addition, the Board may appropriate a portion of the earnings
as needed from the League's donor-restricted endowment as described in Note 10.

The League's Investment Policy Statement requires the investment portfolio to maintain liquid
instruments within its portfolio to ensure assets are available to meet general expenditures, liabilities
and other obligations as they come due. The League’s management may withdraw from the
investments available for operations up to 4% of the average of the prior two fiscal year end market
values of the regular portfolio. In addition, management may draw from the portfolio the annual cost
of the life member annual dues amount for each life member. The estimate of these two amounts is
approximately $1.6 million. Amounts withdrawn in excess of that amount require approval by the
League’s administration and finance committee. The League's administration and finance committee
reviews investment performance and considers near-term liquidity needs on a quarterly basis.

The Board may also appropriate amounts currently reported as board designated to be available as

needed. The Board designates unrestricted bequests over $50,000 to the board-designated
endowment.
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The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

Note 3 - Contributions receivable

Unconditional contributions receivable to be collected as of December 31, 2018 and 2017 are
expected to be realized in the following periods:

2018 2017
In one year or less $ 85,513 $ 100,158
In one to five years 231,750 240,450
In more than five years 370,000 411,000
Total contributions receivable 687,263 751,608
Less allowance for uncollectible contributions receivable (50,366) (57,470)
Less discount (183,604) (176,908)
Total $ 453,293 $ 517,230

Amounts are shown in the statements of financial position as of December 31 as follows:

2018 2017
Current $ 85513 $ 100,158
Long-term 367,780 417,072
Total $ 453,293 $ 517,230

Contributions receivable expected to be received in more than one year have been discounted using
a discount rate of 5.50% and 4.50% at December 31, 2018 and 2017, respectively.

Note 4 - Investments

Investments are carried at their aggregate fair value. The following summarizes the relationship
between the cost and fair values as presented in the financial statements as of December 31, 2018
and 2017:

2018 2017
Fair value Cost Fair value Cost
Cash and cash equivalents $ 1,589,818  § 1,581,005 $ 619,238  $ 619,238
Equities and mutual funds 14,351,127 10,858,136 14,974,025 10,198,929
Fixed maturities 11,676,757 11,852,928 11,884,993 11,892,708
Total $ 27,617,702 $ 24,292,069 $ 27,478,256 $ 22,710,875
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The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

The League allocates its investments into categories related to life memberships, regular operations,
donor restricted and endowment funds. The following summarizes the fair value of investments by
category as of December 31, 2018 and 2017:

2018 2017
Life membership $ 7,592,497 $ 7,459,487
Regular operations 3,833,423 3,297,633
Donor restricted for time and purpose 2,943,149 3,206,657
Functioning as an endowment 8,665,279 8,936,839
Donor restricted in perpetuity 4,583,354 4 577,640
Total $ 27,617,702 $ 27,478,256

The following summarizes changes in relationships between cost and fair values of investments:

2018 2017
Unrealized appreciation, beginning
Fair value $ 27478256 $ 23,774,265
Cost 22,710,875 20,655,905
Net gain 4,767,381 3,118,360
Unrealized appreciation, end
Fair value 27,617,702 27,478,256
Cost 24,292,069 22,710,875
Net gain 3,325,633 4,767,381
Net unrealized gain (loss) for the year $§ (1,441,748) § 1,649,021

Investment income is summarized as follows for the years ended December 31, 2018 and 2017:

2018 2017

Interest and dividend income $ 647,759  $ 526,691
Net realized gain on investments 334,464 274,886

Gross investment income 982,223 801,577
Less

Net investment income allocated to deferred

life liability (329,437) (293,892)

Total investment income $ 652,786 $ 507,685
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The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

Note 5 - Fair value measurements

The League values its financial assets and liabilities based on the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. In order to increase consistency and comparability in fair value measurements,
a fair value hierarchy that prioritizes observable and unobservable inputs is used to measure fair
value into three broad levels, which are described below:

Level 1:

Level 2:

Level 3:

Quoted prices (unadjusted) in active markets that are accessible at the measurement
date for identical assets or liabilities. The fair value hierarchy gives the highest priority
to Level 1 inputs.

Observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in inactive markets or model-derived valuations in which all
significant inputs are observable or can be derived principally from or corroborated with
observable market data by correlation or other means. If an asset or liability has a
specified (contractual) term, the Level 2 input must be observable for substantially the
full term of the asset or liability.

Unobservable inputs are used when little or no market data is available. The fair value
hierarchy gives the lowest priority to Level 3 inputs.

In determining fair value, the League utilizes valuation techniques that maximize the use of
observable inputs and minimize the use of unobservable inputs to the extent possible as well as
considers counterparty credit risk in its assessment of fair value.
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Notes to Financial Statements
December 31, 2018 and 2017

Financial assets carried at fair value at December 31, 2018 and 2017 are classified in the tables
below in one of the three categories described above:

2018
Level 1 Level 2 Level 3 Total
Money market fund $ 1589818 § - $ - $ 1,589,818
Mutual funds
Short-term bond fund 253,519 - - 253,519
Large blend fund 320,680 - - 320,680
Large growth fund 303,824 - - 303,824
World large stock fund 132,125 - - 132,125
Foreign large growth fund 131,249 - - 131,249
Total mutual funds 1,141,397 - - 1,141,397
Exchange traded funds
Small blend 343,174 - - 343,174
Mid cap blend 459,078 - - 459,078
Large blend 6,154,426 - - 6,154,426
Short term bond 1,458,115 - - 1,458,115
Inflation-protected bond 186,375 - - 186,375
Foreign large blend 601,913 - - 601,913
Equity energy 115,665 - - 115,665
Commodities precious metals 89,415 - - 89,415
Long-short equity 22,657 - - 22,657
Commodities agriculture 49,126 - - 49,126
Natural resources 32,738 - - 32,738
Equity precious metals 21,090 - - 21,090
Total exchange traded funds 9,533,772 - - 9,533,772
Stocks
Domestic large cap 3,597,583 - - 3,597,583
International developed 78,375 - - 78,375
Total stocks 3,675,958 - - 3,675,958
Certificates of deposit 298,675 - - 298,675
Fixed maturities
Domestic corporate bonds - 9,990,268 - 9,990,268
U.S. Treasury Bills - 796,124 - 796,124
International developed bonds - 392,758 - 392,758
Global high yield taxable - 198,932 - 198,932
Total fixed maturities - 11,378,082 - 11,378,082
Total assets at fair value $ 16,239,620 $ 11,378,082 $ - $ 27,617,702
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2017
Level 1 Level 2 Level 3 Total
Money market fund $ 619,238 $ - $ - $ 619,238
Mutual funds
Short-term bond fund 249,791 - - 249,791
Large blend fund 345,460 - - 345,460
Large growth fund 31,984 - - 31,984
Total mutual funds 627,235 - - 627,235
Exchange traded funds
Small blend 384,280 - - 384,280
Mid cap blend 514,158 - - 514,158
Large blend 6,141,291 - - 6,141,291
Short term bond 1,465,353 - - 1,465,353
Europe stock 118,300 - - 118,300
Foreign mid blend 95,384 - - 95,384
Inflation-protected bond 194,005 - - 194,005
Foreign large blend 623,299 - - 623,299
Equity energy 148,425 - - 148,425
Diversified emerging markets 160,685 - - 160,685
Total exchange traded funds 9,845,180 - - 9,845,180
Stocks
Domestic large cap 4,418,600 - - 4,418,600
International developed 83,010 - - 83,010
Total stocks 4,501,610 - - 4,501,610
Certificates of deposit 299,709 - - 299,709
Fixed maturities
Domestic corporate bonds - 10,093,210 - 10,093,210
U.S. Treasury Bills - 895,410 - 895,410
International developed bonds - 398,150 - 398,150
Global high yield taxable - 198,514 - 198,514
Total fixed maturities - 11,585,284 - 11,585,284
Total assets at fair value $ 15892972 $ 11585284 $ - $ 27,478,256

Level 1 stocks, mutual funds, exchange traded funds, and money market funds are valued at the daily
closing price as reported by the fund. Mutual funds held are open-ended funds that are registered
with the Securities and Exchange Commission and are valued at the daily closing price as reported
by the fund. These funds are required to publish their daily net asset value and to transact at that
price. These financial assets held by the League are deemed to be actively traded. Certificates of
deposit are valued at cash values based on the instrument issued plus interest accrued.

The fair value of fixed maturities (Level 2), which consists principally of corporate and international

bonds, is estimated using market price quotations (where observable), recently executed transactions
or bond spreads of the issuer. If the spread data does not reference the issuer, then data that
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references a comparable issuer is used. When observable price quotations are not available, fair
value is determined based on cash flow models with yield curves or bond spreads.

The preceding is a description of the valuation methodologies used for assets at fair value. There
have been no changes in the methodology used at December 31, 2018 and 2017.

The League's policy is to recognize transfers in and transfers out of levels at the actual date of the
event or change in circumstances that caused the transfer. There were no transfers in or out of the
respective levels during the years ended December 31, 2018 and 2017.

The preceding methods may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the League believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result
in a different fair value measurement at the reporting date.

Note 6 - Land, building and equipment

Land, building and equipment, and related accumulated depreciation are comprised of the following
at December 31, 2018 and 2017:

2018 2017
Land and building $ 1,094,693 $ 1,094,693
Furnishings, equipment and building improvements 4,279,541 4,512,340
Computer software 2,073,306 2,073,306
7,447,540 7,680,339
Less accumulated depreciation (6,272,212) (6,339,366)
1,175,328 1,340,973
Construction in progress 409,560 375,273
Total $ 1,584,888  $ 1,716,246

Note 7 - 403(b) plan

The League has The ARRL, Inc. 403(b) Pension Plan. Employees are eligible to participate in the
plan immediately upon employment. After an employee has worked for 6 months, the League
provides a contribution of 2% of the employee's compensation and will match any elective
contributions made by the employee up to the employee’s contribution of 4% of their compensation.
The match was one dollar for every dollar contributed by the employee in 2018 and 2017. Total
employer contributions were $286,246 and $272,956 in 2018 and 2017, respectively.

Note 8 - Board-designated net assets

The League's Board of Directors' intent is to treat bequests without donor restrictions over a specific
amount as funds functioning as an endowment. Since the beginning of 2004, the League has received
bequests in the amount of $6,293,139. As of December 31, 2018 and 2017, the balance of the
bequests, inclusive of investment income and unrealized gains and losses, was $8,665,279 and
$8,936,839, respectively.

Devoted Entirely to Amateur Radio 41



42

The American Radio Relay League, Incorporated

Notes to Financial Statements
December 31, 2018 and 2017

Note 9 - Net assets with donor restrictions

Net assets with donor restrictions as of December 31, 2018 and 2017 were available for the following
purposes:

2018 2017
Funds restricted for time or purpose
Exceptional merit $ 1,344,515 $ 1,440,809
Other specific purposes 1,168,828 1,347,798
Education and research 429,806 418,050
Total funds restricted for time or purpose 2,943,149 3,206,657
Funds restricted in perpetuity
Second Century fund 3,131,569 3,149,481
W1AW fund 596,002 592,376
DX Log Archive fund 229,390 229,390
Youth and Education fund 237,189 217,189
Colvin fund 154,340 154,340
Dave Bell, W6AQ fund 134,864 134,864
Snyder Collegiate fund 100,000 100,000
Total funds restricted in perpetuity 4,583,354 4,577,640
Total donor restricted net assets $ 7526503 § 7,784,297

In 1993, the League became entitled, as beneficiary, to proceeds from a life insurance policy on one
of its members, the Colvin fund. This endowment specifies that the principal is to be maintained in a
fund and invested for the purpose of producing future income. The income from this endowment will
be expended to reward deserving radio amateurs.

In 2002, an endowment fund was established for W1AW maintenance and upkeep.

In 2011, the League started the Second Century Campaign. This campaign was established for the
purpose of defining a path to passionate involvement in amateur radio by new generations, and
providing opportunities for educational enrichments, community service and personal achievement.

In 2012, the League became entitled to a bequest for the Youth and Education fund. This endowment
specifies that the principal is to be maintained in a fund and invested for the purpose of producing
future income. The income from this endowment will be used to support education and technology
initiatives.

In 2014, the League received a donation to establish the DX Log Archive fund. This endowment
specifies that the principal is to be maintained in a fund and invested for the purpose of producing
future income. The income will fund the creation and management of the DX Log Archive Program
for paper DX logs for rare and significant DXpeditions.

In 2015, the League became entitled to a bequest to establish the Dave Bell, W6AQ fund. This fund
specifies that the principal is to be maintained in a fund and invested for the purpose of producing
future income. The income from this endowment will be used for the League’s programs and
operations in the best interests of the Amateur Radio Service as determined by the League.
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In 2017, the League received a donation to establish the W1YSM Snyder Family Collegiate Amateur
Radio Endowment fund. This endowment specifies that the principal is to be maintained in a fund and
invested for the purpose of producing future income. The income from this endowment will be used
to support the League’s Collegiate Amateur Radio Initiative activities.

Note 10 - Endowment

The League's endowment includes both donor-restricted endowment funds and funds designated by
the Board of Directors to function as endowments. The donor-restricted funds include the permanently
restricted corpus and the net appreciation of the fund. Funds designated by the Board of Directors as
restricted to purpose or time are also included in the Organization’s endowment and are reported as
net assets without donor restrictions. The Board of Directors has interpreted the Connecticut Uniform
Prudent Management of Institutional Funds Act ("CTUPMIFA") as requiring the preservation of the
fair value of the original gift as of the gift date of the donor-restricted endowment funds absent explicit
donor stipulations to the contrary. As a result of this interpretation, the League retains in perpetuity
(a) the original value of the initial and subsequent gift amounts (including contributions receivable net
of discount and allowance for doubtful accounts donated to the Endowment and (b) any
accumulations to the endowment made in accordance with the direction of the applicable donor gift
instrument at the time the accumulation is added. Donor-restricted amounts not retained in perpetuity
are subject to appropriation for expenditure by use in a manner consistent with the standard of
prudence prescribed by CTUPMIFA.

In accordance with CTUPMIFA, the League considers the following factors in making a determination
to appropriate or accumulate donor-restricted endowment funds: (1) the duration and preservation
of the various funds, (2) the purposes of the League and donor-restricted endowment funds, (3)
general economic conditions, (4) the possible effect of inflation and deflation, (5) the expected total
return from income and the appreciation of investments, (6) other resources of the League and (7)
the League's investment policies.

Changes in endowment net assets for the year ended December 31, 2018 are as follows:

Without donor With donor

restrictions restrictions Total

Endowment net assets,

January 1, 2018 $ 8,936,839 $ 5,363,607 $ 14,300,446
Investment income, net 246,500 50,759 297,259
Net unrealized loss (519,597) (292,206) (811,803)
Contributions 1,537 5714 7,251
Amounts appropriated
for expenditure - (34,790) (34,790)

Endowment net assets,

December 31, 2018 $ 8,665,279 $ 5,093,084 $ 13,758,363
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Endowment net asset composition by type of fund as of December 31, 2018 is as follows:

Without donor With donor

restrictions restrictions Total
Donor-restricted endowment funds $ - $ 5093084 $ 5,093,084
Board-designated endowment funds 8,665,279 - 8,665,279
Total funds $ 8665279 $§ 5,093,084 $ 13,758,363

Changes in endowment net assets for the year ended December 31, 2017 are as follows:

Without donor With donor

restrictions restrictions Total
Endowment net assets,
January 1, 2017 $ 7,179,296 $ 4,999,790 $ 12,179,086
Investment income, net 193,925 39,025 232,950
Net unrealized gain 515,441 312,491 827,932
Contributions 1,048,177 126,433 1,174,610
Amounts appropriated
for expenditure - (30,949) (30,949)
Net assets released - (83,183) (83,183)
Endowment net assets,
December 31, 2017 $ 8,936,839 $ 5,363,607 $ 14,300,446

Endowment net asset composition by type of fund as of December 31, 2017 is as follows:

Without donor With donor

restrictions restrictions Total
Donor-restricted endowment funds $ - $ 5363607 $ 5,363,607
Board-designated endowment funds 8,936,839 - 8,936,839
Total funds $ 8936839 § 5,363,607 $ 14,300,446

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the level that the donor requires the League to retain as a fund of perpetual
duration. There were no deficiencies of this nature reported in unrestricted net assets as of December
31,2018 and 2017.
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Note 11 - Lease obligations

The League leases warehouse space and office equipment under operating leases with monthly
payments ranging from $77 to $4,265, which expire at various times through May 2021. Total
operating lease expense was $124,669 and $137,010 for the years ended December 31, 2018 and
2017, respectively.

The following are future minimum lease payments due under noncancelable operating leases as of
December 31, 2018:

2019 $ 56,935
2020 56,935
2021 24,203
Total $ 138,073

Note 12 - Concentrations

Credit risk

Financial instruments, which potentially subject the League to concentrations of credit risk, consist
primarily of cash, pledges and trade receivables. The League maintains its cash with high-credit
quality financial institutions. At times, such amounts may exceed the federally insured limit. At
December 31, 2018, the Company had approximately $1,385,000 in excess of federally insured limits.

The League believes that the concentration of credit risk in its trade receivables is substantially
mitigated by the League's credit evaluation process, relatively short collection terms and the financial
stability of the larger customers comprising the League's credit base. The League does not generally
require collateral from customers. Pledges receivable are comprised primarily of commitments from
individuals who are members of the League. The League evaluates the need for an allowance for
doubtful accounts based upon factors surrounding the credit risk of specific customers, historical
trends and other information.

Market risk

The League invests in various debt and equity securities. These investment securities are exposed
to interest rate, market, credit and other risks depending on the nature of the specific investment.
Accordingly, it is at least reasonably possible that these factors will result in changes in the value of
the League's investments which could materially affect amounts reported in the financial statements.

Note 13 - Related party transactions

The League has some common directors with The ARRL Foundation, Inc. The League performs
administrative services for The ARRL Foundation, Inc. and was reimbursed for these services in the
amount of $15,000 for the years ended December 31, 2018 and 2017.

Note 14 - Functionalized expenses

The financial statements report certain categories of expenses that are attributed to more than one
program or supporting function. Therefore, expenses require allocation on a reasonable basis that is
consistently applied. The expenses that are allocated include occupancy, which is allocated on a
square footage basis, as well as salaries and wages, benefits, payroll taxes, professional services,
office expenses, information technology, interest, insurance, and other, which are allocated on the

basis of estimates of time, effort, and utilization.
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Basis and Purpose of the Amateur Service

a. Recognition and enhancement of the value of the amateur service to the public as
a voluntary noncommercial communication service, particularly with respect to providing
emergency communications.

b.  Continuation and extension of the amateur’s proven ability to contribute to the advancement of
the radio art.

c.  Encouragement and improvement of the amateur service through rules which provide for
advancing skills in both the communication and technical phases of the art.

d. Expansion of the existing reservoir within the amateur radio service of trained operators, technicians
and electronics experts.

e. Continuation and extension of the amateur’s unique ability to enhance international goodwill.

Title 47, Code of Federal Regulations
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