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Liquidity and cash flows, continued 
 
Our endowment and long-term portfolio investment policy calls for a fully diversified strategy to enhance 
return. Our policy with regard to minimum and maximum liquidity levels is designed to ensure continued 
financial health and the continuation of quality program delivery to our constituents. We anticipate 
reassessing these levels periodically as needs change over time. 
 
To leverage the low interest rate environment and reduce our costs of debt service and compliance, we 
refinanced our bonds into a long-term note payable during fiscal year 2013. 
 
Looking forward 
 
We believe it is important to discuss our historical results to provide transparency to our decisions and the 
resulting impact of those decisions, as well as the impact of external pressures such as economic drivers 
and our response to those drivers. However, we believe it is just as important, if not more so, to provide 
forward-looking information to illuminate our path. 
 
We continue to challenge ourselves with regard to our current revenue portfolio and are proceeding 
through a process of forced diversification, based partly on return on investment and net margin analytics. 
We are targeting increased participation for our Making Strides Against Breast Cancer events by ramping 
up team recruitment and volunteer coaching strategies. We plan to increase our relationships with 
corporations in the fight against cancer as well as our collaborations with other cancer organizations to 
make an even greater impact in the fight. Additionally, we are improving upon an internal financial 
resource allocation model and process, which includes a deliberate and sustained investment in 
innovation. We believe this investment will eventually yield the next “big idea” for our revenue portfolio. 
 
With regard to expenditures, we are continuing to work on a mission prioritization process based on one 
theme – how many lives can we save (impact) in the short-term and long-term (timing). We are 
operationalizing this as a “mission continuum” approach by assessing what the strategies could be with 
regard to saving more lives and then in turn, how much those strategies would cost the organization. We 
anticipate the distribution of our program expenditures will differ in the future based on the outcome of this 
work. Much of our immediate focus will be on the new 80 percent by 2018 Colorectal Cancer Screening 
Initiative that aims to increase interventions to reduce colorectal cancer death rates by leveraging 
committed partners in the community to deliver coordinated and quality colorectal cancer screening and 
follow-up care. Our global health strategy, a very cost effective program, is in the process of being revised 
to focus on certain priorities, one of which is international tobacco use prevention.  
 
As we look forward with regard to liquidity, we are focused on a few particular areas in the near term. We 
continue to investigate strategies for reducing risk of our defined benefit plan to minimize the impact of 
market volatility and funding requirements; we are still in the active evaluation phase of this opportunity. 
Also, CPS-3, an important, large prospective study to identify factors that cause or prevent cancer, is an 
integral mission-critical expenditure. Our challenge will be to identify and raise significant funds to follow 
the initial cohort group of 300,000 volunteers for a preliminary period of years. 
 
  





7 

Report of Independent Auditors 

The Board of Directors 
American Cancer Society, Inc. 

We have audited the accompanying financial statements of the American Cancer Society, Inc. (the Society), which 
comprise the balance sheet as of December 31, 2013, and the related statements of activities, functional expenses, 
and cash flows for the year 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 conformity with 
U.S. generally accepted accounting principles; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free of 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 audit. We conducted our audit 
in accordance with auditing standards generally accepted in the United States. 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 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 Cancer Society, Inc. at December 31, 2013, and the changes in its net assets and its cash flows for 
the year then ended in conformity with U.S. generally accepted accounting principles. 

������
May 23, 2014 
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Temporarily Permanently
Unrestricted Restricted Restricted Total

Our mission program and support expenses were:
Mission program services:

Patient support 279,856$    -$              -$              279,856$    
Research 177,489      177,489      
Prevention 131,915      -                -                131,915      
Detection/treatment 92,191       -                -                92,191       

Total mission program services 681,451      -                -                681,451      
Mission support services:

Management and general 49,319       -                -                49,319       
Fund-raising 205,974      -                -                205,974      

Total mission support services 255,293      -                -                255,293      
Total mission program and mission

               support services expenses 936,744      -                -                936,744      

Our mission program and support expenses were funded by:
Support from the public:

Special events, including Relay for Life® and Making
Strides Against Breast Cancer® 423,455      73,913       -                497,368      

Contributions 133,490      49,667       136            183,293      
Bequests 97,201       41,659       1,914         140,774      
Contributed services, merchandise and other

in-kind contributions 23,110       29,706       -                52,816       
Other 9,281         1,055         -                10,336       

               Total support from the public 686,537      196,000      2,050         884,587      

Investment income 25,664       16,740       -                42,404       
Change in value of split-interest agreements 2,864         14,080       15,151       32,095       
Grants and contracts from government agencies 3,968         2,874         -                6,842         
Other gains (losses) 4,543         473            (440)           4,576         

                Total revenues, gains and other support 723,576      230,167      16,761       970,504      

Use of amounts restricted by donors
for specified purpose or time 197,016      (196,379)     (637)           -                

Net decrease in retirement plan liability (161,372)     -                -                (161,372)     

Change in net assets 145,220      33,788       16,124       195,132      

Net assets, beginning of period 640,413      223,675      263,945      1,128,033   

Net assets, end of period 785,633$    257,463$    280,069$    1,323,165$ 

Donor Restricted

The notes beginning on page 13 are an integral part of the financial statements.

AMERICAN CANCER SOCIETY,  INC.
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2013
(In Thousands)
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4. Significant accounting policies, continued 

Fixed assets, depreciation  

If donors contribute long-lived assets with stipulations as to how long the assets must be used or with any 
other restrictions, we report those contributions as temporarily restricted support. 
 
Depreciation expense is recognized on a straight-line basis over the estimated useful lives of the assets, 
as follows:  
 

Buildings 20 to 40 years

Leasehold improvements Lesser of term of the lease or 
estimated life of the improvement

Furniture, fixtures, equipment, computer    
software, and other capitalized assets 3 to 10 years

Equipment under capital leases Lesser of the term of the lease or 
estimated life of the equipment  

 
Advertising costs 

Our advertising costs are expensed as incurred and were $25,041 for the year ended 
December 31, 2013. 

Estimates 

The preparation of our financial statements in conformity with accounting principles generally accepted in 
the United States requires us 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 expenditures during the reporting period. Actual 
results may differ from those estimates. 

The following are assumptions we used to estimate certain reported amounts, which are not required to 
be measured at fair value on a recurring basis, as of December 31, 2013. The assumptions used to 
estimate amounts, which are required to be measured at fair value on a recurring basis are included in 
footnote 8. 
 
Discount rates: 
 

Pledges receivable     1.50% to 5.25% 
 

Research and other program grants payable  0.70% to 6.25% 
 
Our cost-reimbursement grant programs are subject to independent audit under the Office of 
Management and Budget Circular A-133 and review by grantor agencies. These audits and reviews could 
result in the disallowance of expenditures under the terms of the grant or reductions of future grant funds. 
Based on prior experience, we believe that any costs ultimately disallowed would not materially affect our 
financial position. 
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4. Significant accounting policies, continued 

Income Taxes 

Consistent with our mission, we have received a determination letter from the Internal Revenue Service 
that indicates we are exempt from income tax under Section 501(a) of the U.S. Internal Revenue Code as 
an organization described in section 501(c)(3). 

5. Activities with joint costs 
 
For the year ended December 31, 2013, we incurred expenses to conduct activities that had both 
fundraising appeals as well as mission program and management and general components (joint 
activities). Those joint activities included direct mail, telecommunications, and other constituent 
relationship activities. Our costs of conducting those joint activities were allocated as follows: 
 
Patient support 55,095$             
Prevention 38,660               
Detection/treatment 20,329               
Management and general 7,611                 
Fundraising 65,709               

Total 187,404$            
 

6. Exchange transactions 
 
Exchange transactions are reciprocal transfers in which each party receives and sacrifices something of 
equal value, as opposed to a nonreciprocal transaction (i.e., a contribution), in which a donor provides 
resources to support our mission and expects to receive nothing of direct value in exchange. Costs of 
exchange transactions that benefit the recipient of the exchange and are not directly related to our 
mission are reported as exchange expenses. Costs related to exchange transactions that directly benefit 
or support our mission are reported in mission program or supporting services expenses. 
 
Exchange transaction income and expenses are netted and included in other gains (losses) in the 
accompanying statement of activities and are as follows for the year ended December 31, 2013: 
 

Exchange Exchange 
Income Expenses

Special events 54,244$          54,244$        
Discovery Shop 22,787            33,574          
Sales to third parties 8,156              8                  
Other 4,964              37                

90,151$          87,863$        
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8. Fair value, continued 

Fair value measurement, continued 

Nonperpetual trusts are recorded at their estimated fair value based on the present value of our 
estimated future cash receipts from the trust. Future cash receipts are based on an income approach 
(present value techniques) using internally developed models. Assumptions are made regarding the 
expected rate of return on the investments in the trust, the discount rate, and the expected mortality 
of the individual(s) if the termination of the agreement is dependent on life expectancy. An expected 
rate of return on the investments in the trusts is estimated using historical investment returns for 
various relevant market indices for the estimated asset allocation of the nonperpetual trusts. For the 
year ended December 31, 2013, based on then-current financial market conditions, we estimated the 
present value of nonperpetual trusts using an investment return rate (net of trustee fees and other 
expenses) of 6.50% and a discount rate of 6.50%, commensurate with the risks involved. The 
expected mortality is estimated using the Annuity 2000 tables. Each of these calculations is based on 
the fair value of the underlying assets of the trust. As trust statements are not received as of year-end 
for each trust, the fair value of the underlying assets is adjusted based on changes in the relevant 
market indices from the date of the trustee statement to year-end that correlate to the estimated asset 
allocation of the underlying assets. As the fair value of these trusts is derived from internal estimates 
of the present value of our interest in the underlying assets, incorporating market data when 
available, the amounts ultimately received could differ from the amounts reflected in the historical 
financial statements. 
 
Perpetual trusts are recorded at fair value based on our interest in the fair value of the underlying 
trust assets. As trust statements are not received as of year-end for each trust, the most recent fair 
value of the underlying assets is adjusted based on changes in the relevant market indices from the 
date of the trustee statement to year-end that correlate to the estimated asset allocation of the 
underlying assets. 
 
Our gift annuity obligation is recorded at fair value based on Level 3 inputs and other relevant market 
data based on the present value of our estimated future cash outflows. For the year ended 
December 31, 2013, the assumptions used in the valuation of the annuity liability include mortality in 
accordance with the Annuity 2000 Table and a discount rate of 2.30% for all annuities, compounded 
annually, net of expenses. These rates are commensurate with the risks associated with the ultimate 
payment of the obligation. We have elected fair value accounting for our gift annuity obligations. 
 

The preceding valuation methods described may produce a fair value calculation that may not be 
indicative of net realizable value or reflective of future fair values. Furthermore, while we believe our 
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. 
 
  

















AMERICAN CANCER SOCIETY, INC. 
NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2013  
(Dollars in thousands) 

 

32 
 

10. Employee retirement benefit plans , continued 
 

Supplemental Total Postretirement
Retirement Retirement Retirement Retirement
 Benefits  Benefits Benefits  Benefits 

Estimated future benefits payable in the next:
12 months 40,063$      1,303$         41,366$      3,895$           
13 - 24 months 39,955       2,112          42,067       3,928             
25 - 36 months 39,677       1,922          41,599       3,940             
37 - 48 months 41,716       1,515          43,231       3,945             
49 - 60 months 43,580       1,246          44,826       3,937             
Thereafter 231,176      5,724          236,900      19,316            

 
We expect to contribute $41,303 to the Plan and SERP over the next 12 months. We expect to contribute 
$3,719 to our postretirement benefit plan over the next 12 months. The prior service cost and actuarial 
losses included in unrestricted net assets related to our Plan and SERP that we expect to recognize in 
net periodic pension cost over the next 12 months are $451 and $6,956, respectively. The transition 
obligation, prior service credit, and actuarial losses included in unrestricted net assets related to our 
postretirement benefit plan that we expect to recognize in net periodic benefit cost over the next 12 
months, are $18, $279, and $64, respectively. 

Future changes in actual compensation and retirement dates can materially affect both the amount of the 
benefits ultimately paid and the period over which the related expense is recognized.  
 
The fair value of the Plan’s assets at December 31, 2013 by asset category is as follows: 
 

Level 1 Level 2 Level 3 Total
Cash and cash equivalents -$               -$               -$               -$               
Money market funds -                10,067        -                10,067        
Corporate bonds -                33,058        -                33,058        
U.S. government and government 

agency obligations -                74,983        -                74,983        
Commercial paper and 

other short-term investments
Mortgage backed -                15,323        -                15,323        
Assets backed -                -                -                -                
Short-term investments 12,926        -                -                12,926        

Equity
   Preferred stock 662            -                -                662            

Domestic 174,662      -                -                174,662      
International 82,770        -                -                82,770        
Common collective trusts -                89,271        -                89,271        

Government money fund 4,435         -                -                4,435         
Limited partnership -                -                339            339            
Other 24,712        139            -                24,851        

Total investment assets, at fair value 300,167$    222,841$    339$          523,347$    

Financial assets measured at fair value on a recurrin g 
basis
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10. Employee retirement benefit plans , continued  

The table below provides a summary of changes in the fair value of the Plan’s Level 3 assets for the year 
ended December 31, 2013: 
 
Balance, beginning of period 446$                 
Sales (107)                 
Balance, end of period 339$                 

 
11. Commitments and contingencies 

We are a party to legal claims arising in the course of our normal business activities. Although the 
ultimate outcome of these claims cannot be ascertained at this time, we believe that none of these 
matters, when resolved, will have a material effect on our net assets.  

12. Subsequent events 

Management has evaluated the need for disclosures and/or adjustments resulting from subsequent 
events through May 23, 2014, the date the financial statements were available to be issued. During this 
period, there were no subsequent events that required recognition or disclosure in the financial 
statements. 
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