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The year 2001 was another successful one for the
AARP Foundation as it continued fulfilling its
mission to provide services that compliment and
bolster the work done by AARP. Employing innova-
tive, multi-lingual, and multi-media approaches,
AARP Foundation programs helped ensure that
older Americans had the knowledge, information,
and tools to maintain lives full of choices and
opportunities. AARP Foundation’s ground-breaking
and award-winning programs also helped older
Americans enforce their rights to an independent,
healthy, and secure lifestyle and helped them
ensure their own physical and financial vitality
through a number of different programs.

Protecting the nest eggs of older Americans
In the year 2001, Legal Counsel for the Elderly
recovered $6.85 million in benefits for clients —
twice as much as ever before. For a fifth consec-
utive year the Tax-Aide program broke prior
records for number of clients served. Taxpayers
saved $65 million in preparation fees by using
Tax-Aide. New partnerships in prevention of
consumer scams helped hundreds of older
Americans hold onto their savings. The Senior
Community Service Employment Program was
more successful than it ever had been in helping
low-income senior find jobs. The Foundation
greatly expanded its capacity to counsel older
people on the use of reverse mortgages to pay for
living expenses without having to repay the loans
until after they die.
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Safeguarding the health care

of older Americans

The Senior Medicare Patrol Project educated
thousands of people in the District of Columbia
about their rights and the rights of their family
members under government health programs,
and fought waste, fraud, and abuse in Medicare
and other health care programs for older
Americans. Legal Counsel for the Elderly’s
Ombudsman program monitored nursing homes
and other long term care facilities, investigated
complaints, and kept a diligent eye for waste,
fraud, and abuse. A new program encourages
older Americans to exercise and researches the
best ways to motivate physical activity; this was
begun in conjunction with a grant from the
Robert Wood Johnson Foundation. And the year
marked the successful completion of AARP
Foundation’s Mental Health and Aging Coalition
Building program, whose legacy will be more
effective mental health programs for those 50+.

Protecting the rights of older Americans

AARP Foundation Litigation represented workers,
homeowners, patients, and consumers in
important cases being decided in the courts.

It also supported legal efforts through amicus
briefs in courts across the country, from state
courts to the US Supreme Court, and supported
the efforts of other attorneys through advice,
assistance, and presentations at conferences and
other venues nationwide. The National Legal



Training Project and Legal Information Project
supported work done by attorneys across the
country by ensuring that they and their clients
have up to date information on laws, legal
strategies, and best practices. Legal Counsel for
the Elderly and the Pennsylvania Legal Hotline —
both operated by AARP Foundation — provided
on-the-ground legal representation for citizens
in the District of Columbia and Commonwealth
of Pennsylvania. AARP Foundation also supports
20 other free statewide legal advice services.

In the coming year, AARP Foundation remains
committed to continuing successful programs
and implementing new initiatives to help ensure
that older Americans have the financial health,
physical health, and opportunities to enable them
to live independently with a high quality of life.
The challenges continue, the need continues

to grow, and we look forward to building on our
successes in 2002.

Rutherford “Jack” Brice
Chair, AARP Foundation Board of Directors

Board of Directors

The Board of Directors of the AARP Foundation
is composed of five members appointed by the
AARP Board of Directors. Each director serves
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serve a second two-year term. The following are
the current members of the AARP Foundation
Board of Directors:
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Marie F Smith, Treasurer
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Joseph Perkins
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Jane O’Dell Baumgarten
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Betty Severyn
Chattanooga, Tennessee

Co-Administrators

The AARP Foundation is co-administered by
Wayne Moore and Susan Miler, who report to
the Board of Directors.






Executive Summary

In the year 2001, AARP Foundation expanded existing programs, reached out in

new areas, and developed creative new partnerships, all with the goal of

Improving the quality of life and expanding assistance to older Americans.

Through its variety of creative and comprehensive

programs, AARP Foundation provided added
value to the other services provided by AARP.

New milestones

In 2001, the AARP Tax-Aide program set yet
another milestone for customers served, helping
1,704,994 taxpayers prepare their federal and
state tax returns in 2001 — 60,962 more taxpayers
than were helped in 2000. Since nearly half of
Tax-Aide’s customers’ self-reported household
income is under $20,000, Tax-Aide provides a
very real community service by helping those
that can least afford tax preparation fees.

In 2001, the AARP Tax-Aide program offered
services at over 9,500 sites nationwide.

= AARP Legal Counsel for the Elderly’s staff and

volunteers handled in excess of 8,500 matters,
and recovered $6.85 million of benefits for
clients — more than double the largest amount
ever recovered in the past.

The AARP Senior Community Service
Employment Program (SCSEP) placed 4,020
workers in jobs, resulting in a placement rate
of 54.4%. In doing so, it achieved an all-time
Department of Labor program record, far
exceeding its contractual requirement of 20%.
Project directors were recruited from ethnic

minority populations, and program materials
were prepared and updated in Spanish with
the help of bilingual AARP SCSEP project staff.

AARP Foundation Litigation (AFL) participated
in high-profile and significant cases that
protected the rights of people with disabilities,
HMO and Medicare patients, older workers,
nursing home residents, low-income people
with little access to credit, and purchasers of
financial services.

> In PGA Tour Inc. v. Casey Martin, the US
Supreme Court ruled that the Americans
with Disabilities Act (ADA) prohibits the
Professional Golf Association from unrea-
sonably closing off participation in
competitions to people with disabilities —
an important victory for people who seek to
participate in sports events or competitions
that ensures that organizers of events
cannot establish rules that artificially limit
participation.

> The settlement in Grijalva v. Shalala in
2001 brought to a close nearly a decade of
litigation and ensured a number of changes
that increased appeal protections for HMO
beneficiaries. These included: fast and
independent review of denials and issues
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| get a clearer picture on things each time | speak with
you...Be encouraged to know that you are making a great

difference in someone’s life...| know we seniors are blessed

to have you in our corner. One can’t help coming away

feeling a little bit more uplifted and wiser.

Letter from client of AARP Legal Counsel for the Elderly to her LCE attorney

relating to home health, nursing home, and
outpatient rehabilitation care. Similarly, in
Healey v. Thompson, a federal court ruled
that Medicare Home Health Agencies
(HHA) must give written notices with
adequate explanation for such decisions
before reducing or terminating home
health care. They must also explain existing
patient rights despite the decision, and how
patients can exercise their right to appeal.

> In Salas v. Grancare, a novel legal theory
was invoked that provided higher potential
monetary penalties against the facility,
higher possible awards to residents, and
allowed the individual cases to be deter-
mined in a single class action lawsuit.

> AARP and the Florida Attorney General
claimed that Senior Estate Services (SES)
and Remington Estate Services were using
unfair and deceptive practices and scare
tactics to convince older Floridians to buy
living trusts and related estate planning
documents and to liquidate their assets and
buy annuities sold by the defendants;
charges included a claim that defendants
tried to create the impression that AARP
had a connection to and endorsed the
defendants’ business. In fact, AARP does
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not promote or sell living trusts or endorse
any living trust product or company that
sells them. AARP and the State reached a
settlement with the remaining defendants
in 2001 that without admitting liability
includes an end to the deceptive practices,
and monetary fines and restitution.

> The Supreme Court of the State of
Colorado ruled that transactions that look
and seem like loans are, in fact, loans and
must comply with state lending laws even
if the lender calls them something else.
The Colorado Supreme Court ruled in State
of Colorado v. Cash Now Store, Inc., that
“tax refund anticipation” transactions met
the definition of consumer loans —and
further that the loan terms in that case did
not comply with consumer credit law.

> Older workers alleged that in a cost-
cutting move, Babcock & Wilcox of Ohio
(BWO) - a private contractor operating a
nuclear facility for the federal government
—went through the employee data in order
to determine who would soon become
eligible for pension and retiree health
benefits, and chose to keep only younger
workers who would not qualify for these
benefits during the life of the contract.



This would violate the Age Discrimination

in Employment Act and of the Employee
Retirement and Income Security Act.
Representing the class members in
Shepherd v. Babcock & Wilcox of Ohio,
AARP Foundation Litigation and the
private law firm co-counseling the case
reached a settlement with BWO that
provides for enhanced retirement benefits,
back pay, and payments towards retiree
health benefits for those workers who
would not otherwise have received any
other retiree health coverage.

New and expanded partnerships

= The Robert Wood Johnson Foundation funded
a project to recruit AARP members age 50
to 59 to participate in a multi-media and
multi-part program encouraging physical
activity. The studies are part of a larger overall
“Wellness” campaign undertaken by AARP
and the Robert Wood Johnson Foundation.

= AARP Foundation, the U.S. Department of
Justice, and the American Prosecutor’s
Research Institute - National District
Attorneys Association teamed up to attack
telemarketing fraud with a new and innovative
approach. The project develops information
about current victims, investigates best tactics

to help consumers resist fraudulent pitches,
proposes additional methods to help older
people disengage from aggressive fraudulent
situations, and disseminates findings widely
and through a variety of vehicles.

An AARP Elderwatch Project was launched in
Colorado, another multimedia and multi-
pronged consumer education effort, which
educates consumers and advocates about
consumer fraud and financial exploitation of
older people, maintains an up-to-date clear-
inghouse of information and a toll-free hotline.

The AARP Tax-Aide program collaborated with
the Kroger Company, the IRS and the AARP
Georgia State Office to provide access to
customers in 13 new sites, and deepened its
ongoing partnership with the IRS through
closer work in development of training
materials and strategic planning.

= AARP Legal Counsel for the Elderly opened

two virtual branch offices in the District of
Columbia, known as Self Help Offices. These
offices allow low-income older persons to nav-
igate a specifically created website with the
help of volunteers to obtain legal information
and other services to help them resolve their
legal problems and obtain public benefits.
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This is a first of its kind project with the
potential to significantly increase free legal
services to low income older persons.

Building on programs that work

= The Foundation, through the AARP Senior
Community Service Employment Program
(SCSEP), provided over 15,000 older workers
with the opportunity for services and skills
that are required to obtain jobs in their com-
munity. Through its work-training program,
low-income, older workers provided 8 million
hours of subsidized community service to over
7,000 nonprofit local agencies thereby helping
to increase key services.

= The second annual National Aging and Law
Conference (NALC) was held in October and
brought together more than 250 panelists and
attendees from a multitude of disciplines across
the country. The conference addressed a wide
range of issues in 75 panels or roundtables.

= The AARP Senior Medicare Patrol Project
reached out to Medicare beneficiaries and
their families in the District of Columbia with
information on how to spot and report
Medicare fraud. Over 1,700 people attended
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presentations given by the Project, and over
12,000 people attended health fairs and other
community education events where the
Project’s anti-fraud message was featured. The
project also reached a combined print, radio
and TV audience in the greater DC area of over
1 million people.

The AARP Technical Support for Legal Hotline
Project helped open a new statewide free legal
advice service for all residents 60+ in Indiana,
and helped resurrect a similar statewide senior
hotline in Arizona. The Project received a
significant endorsement when the American
Bar Association adopted the ‘Standards for the
Operation of Legal Hotlines..

= AARP Tax-Aide worked closely with AARP’s

headquarters staff to broaden outreach to
Latino populations and to broaden the pool
of bilingual volunteers available to help
customers in languages other than English.

The AARP Reverse Mortgage Project expanded
to provide guidance to AARP members needing
to use the equity in their homes for living
expenses, but deferring payment until after
they die. Members and others can now call to




receive a free detailed booklet, be screened for
eligibility for reverse mortgages and obtain
expert counseling in whether these mortgages
will meet their needs. The Project also estab-
lished a 32 page site on the AARP website
which is among the top AARP sites visited.

Leading the way with innovative programs

= AARP Foundation successfully completed the
AARP Mental Health and Aging Coalition
Building Project by producing technical
assistance materials for facilitating coalition
building in all 50 States. This effort seeks to
increase public awareness of mental health,

aging, and primary care issues while improving

the provisions of mental health services to

older adults. Staff reviewed and analyzed earlier

efforts in which networks of older adults,
service providers and advocates built coalitions
at state and community levels to develop
these materials.

= AARP Legal Counsel for the Elderly launched a
new companion unit to its legal advice line
which resolves routine legal matters using
non-attorney volunteers. If successful, this
project has the potential to revolutionize the

way legal services are provided to low and
moderate income seniors.

Detailed descriptions of the AARP Foundation’s
programs, milestones reached, and notable
achievements are on the pages that follow.
Audited financial statements for AARP
Foundation appear at the end of this document.

In 2001, AARP Tax-Aide set another milestone for

customers served, reaching more than 1.7 million

taxpayers—the fifth year in a row that the program

has broken records for number of people assisted.







AARP Foundation Programs

AARP Tax Aide

GRANTOR | US Internal Revenue Service (IRS)
PERIOD | One year
AMOUNT | $3,381,900

AARP Tax-Aide is the AARP Foundation’s oldest
community service program and is the nation’s
largest, free, volunteer-run tax preparation
service. The program is available to all taxpayers
with middle and low income, with special
attention to those age 60 and older.

In over 9,000 communities across the country,
AARP Tax-Aide volunteers provide a high-quality,
accessible, and much-needed community
service. Volunteers help taxpayers understand
and comply with current tax laws and benefits.
The program provides in-person tax counseling
between February 1 and April 15, and on-line tax
counseling throughout the year, via the website
at www.aarp.org/taxaide. The website and a toll
free number 1-888-227-7669 (1-888-AARPNOW)
provide fast and easy ways to locate a site and to
volunteer with AARP Tax-Aide. Sites in the com-
munity are sponsored by libraries, community
centers, senior centers, churches, veterans groups,
apartment complexes and many other entities.

In 2001, AARP Tax-Aide set yet another milestone
for customers served, reaching 1,704,994 taxpayers,
a new record and an increase of nearly 4 percent
over the year before. This is the fifth year in a
row that the program has broken prior records
for numbers of customers assisted. Tax-Aide

saves its customers $65 million in tax preparation
fees. For those customers who might have pre-
pared their own taxes, Tax-Aide helps eliminate
anxiety and fear as well as significantly reduces
the possibility of errors and their related financial
and emotional costs.

While most of these clients were served at pro-
gram sites across the country, 10,371 received
assistance via the Internet, which in 2001 served
nearly 20% more clients than in the year before.
AARP Tax-Aide continued to promote electronic
filing as an alternative to traditional preparation
of tax returns. Aided by hardware provided by
the IRS (including 580 laptops, 340 printers, and
1,045 external CD Rom drives), AARP Tax-Aide
volunteers e-filed 182,437 returns in the last tax
season — up almost 60% from the prior year.

Tax Aide also expanded its partnerships in 2001.
Tax-Aide collaborated with the Kroger Company,
the IRS and the AARP Georgia State Office to
provide access to customers in 13 new sites in
Kroger stores. AARP Tax-Aide also deepened its
ongoing partnership with the IRS. AARP provided
volunteers to help revise and proofread IRS
training materials and certification exams, and
AARP Tax-Aide staff were invited to present at an
IRS conference regarding program goals and needs.

As part of its outreach to diverse communities,
AARP Tax-Aide recruited bilingual Spanish/
English speaking members to volunteer with
the program through targeted mailings in

Los Angeles, Houston and Miami.
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As in prior years, AARP Tax-Aide clients gave
high marks to the program. Ninety eight percent
of the customers rated the overall Quality as
“excellent” or “good.” Ninety seven percent said
they would “definitely” recommend AARP
Tax-Aide to others needing tax help. From the
Volunteer Satisfaction Survey data released in
2001, nearly all (97 percent) of Tax-Aide volunteers
are “very satisfied” (72 percent) or “somewhat
satisfied” with their volunteer position.
Compared to all AARP volunteers, a higher
percentage of Tax-Aide volunteers are “very
satisfied” with their volunteer positions (72
percent vs. 66 percent).

AARP Senior Community Service
Employment Program

GRANTOR | US Department of Labor
PERIOD | One year
AMOUNT | $50,621,781

AARP Senior Community Service Employment
Program (SCSEP) is a work training program for
low income persons age 55 and older. The
program is authorized under Title V of the Older
Americans Act and the AARP Foundation is one
of 10 national sponsors.

The program was created by Congress to
“promote useful part-time opportunities in
community service activities for unemployed
low-income persons who are fifty-five years of
age or older.” AARP SCSEP helps participants
gain the skills and paid work experience to
transition into permanent unsubsidized jobs.
Once enrolled, they each receive a temporary
assignment with a host agency (a non-profit
community service organization), job search
assistance, and skills training as needed. AARP
SCSEP offers enrollees a chance to earn an
income, develop new skills, and serve their
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community while continuing to pursue a perma-
nent job. Over the course of its 32-year history,
the program has helped more than 350,000
low-income enrollees improve their health,
economic security, and quality of life — as well as
the quality of life in their communities, which have
benefited from millions of hours of community
service provided by enrollees. AARP SCSEP also
helps improve perceptions about older workers.
By constantly networking with business leaders
and others in local communities to promote the
skills and experience of older workers, program
directors help improve employer and public
knowledge and perceptions of older people.

In 2001, enrollees provided more than 8,000,000
hours of community service in their host agencies.
Enrollees provide service at non-profit or public
community service agencies such as public
schools, day-care centers, city museums and
parks, community/senior centers, literacy
programs, and hospitals. Each enrollee receives
an Individual Development Plan (IDP) that
details his/her job interests and skills. This
instrument is used to match each enrollee with a
host agency (a non-profit community organiza-
tion) that can provide the skills training that
individual needs to successfully pursue unsubsi-
dized employment in the community. In turn,
the host agency receives a subsidized part-time
staff person who helps that organization provide
increased services to the community.
Participants perform the duties of their work-
training assignment while continuing to pursue
a permanent unsubsidized job. This is a true
community partnership.

In 2001, AARP SCSEP placed 4,020 workers in
jobs, a rate of 54.4% of enrollees and more than
double the contractual requirement of 20%
required by the Department of Labor. AARP
SCSEP’s 7,179 enrollees represented a diverse



| was living at a homeless shelter. | was referred
to the SCSEP employment program. In less
than a week | was placed. That was in July of

this year. | now have my own apartment, a job
| really like, and | can’t say enough about the
program and its wonderful staff.

cross section of the American population. Half
were White, 31% were African-American, 17%
Hispanic, and 13% were people with disabilities.
Project directors were recruited from ethnic
minority populations, and program materials
were reformatted as computer documents in
English and Spanish. And in 2001, the program
honored workers and employees across the
country. SCSEP’s California project offices, in
collaboration with the AARP California State
Office, began honoring participants with
Employer and Employee Of the Year awards.

The year 2001 was filled with success stories but
also came with challenges for the AARP SCSEP
program. While federal funding dropped by
more than $2 million, costs of rent, utility and
travel soared. The program responded with
streamlining and consolidation efforts that
reduced expenditures without reducing service.
“Super sites” were created to maximize project
director capabilities, and the program focused
on co-location with other AARP programs or
programs run by AARP SCSEP 501(c)(3) partners.
The program developed administrative workbooks
that combine information on all site functions,
incorporate all forms, and contain regulatory and
procedural guidance for those forms — allowing
staff to have all necessary tools available in one
place, and easing administrative burdens.

AARP SCSEP client in Indiana ' _

AARP Reverse Mortgage Project

GRANTOR | US Department of Housing and
Urban Development (HUD)
PERIOD | One year
AMOUNT | $584,500

Home equity is the largest part of most home-
owners’ total net worth. The AARP Reverse
Mortgage Project (RMP) helps older homeowners
make informed decisions about converting this
resource into cash — without having to sell their
homes or make repayments until they die. For
more than a decade, RMP has been the leading
consumer voice in the reverse mortgage market,
providing in-depth objective consumer informa-
tion, and promoting high-quality, independent
consumer counseling.

Over the past year, AARP RMP counseled 1,600
households and distributed 60,000 copies of
AARP’s 68-page consumer guide, Home Made
Money, and 17,000 copies of this publication
were downloaded from AARP Webplace
(www.aarp.org/revmort). It also helped launch
this new 32-page reverse mortgage site on AARP
Webplace. The site attracted 130,000 visitor
sessions in its first eight months, and ranked high
among AARP Webplace’s top entry pages. The site
features the only publicly available reverse
mortgage calculator of its kind on the Internet.
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The Interfaith Caregivers Program of So
Others Might Eat (SOME) would like to
thank you for conducting an excellent

workshop on Predatory Lending...It is
committed and concerned people like you
that make a difference in seniors’ lives.

Consumers who order the consumer guide or
visit the website receive information on obtaining
counseling through AARP RMP. They also get a
self-screening checklist to help them determine
if they are ready to request counseling.

AARP RMP’s counseling service screens callers
for counseling readiness, and gives them a
preliminary estimate of how much they could
get from a reverse mortgage. Callers who cannot
be helped in other ways are referred to the project’s
cadre of counselors, all of whom scored high on
a national exam developed by the project. They
provide the counseling by phone. They follow a
common counseling protocol, use software that
meets AARP’s model specifications for comparing
reverse mortgages, and determine if callers needs
can be met by other, less costly options. The
counselors participate in monthly teleconfer-
ences, receive updates, obtain problem-solving
help via a project website, and have access to a
specialized calculator site.

During 2001, AARP RMP updated, and field-
tested the HUD counselor training manual on
reverse mortgages. It also helped private compa-
nies develop new software to meet AARP’s model
specifications for comparing reverse mortgages.
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Vivian B. Ortiz, Volunteer Coordinator of SOME, to LCE

AARP Telemarketing Fraud Prevention and
Education Project

GRANTOR | US Department of Justice
PERIOD | 18 months
AMOUNT | $201,081

Telemarketing fraud is a pervasive white-collar
crime in the United States, and the “repeated
victimization of elderly people [is] a cornerstone”
of this crime, according to federal law enforce-
ment authorities.

AARP has a long history in partnering with law
enforcement and consumer protection agencies
to attack telemarketing fraud aggressively on
several fronts. Recent efforts include a highly
successful public education and prevention
campaign organized by AARP that utilized
behavioral research to develop messages that
were effective in preventing older persons from
being victimized by telemarketing fraud. AARP
also worked with a multitude of state and federal
agencies to uncover criminal telemarketing
scams, educate older consumers about fraud,
and encourage the growth of fraud prevention
efforts by law enforcement agencies.

The Foundation helped develop a curriculum and
delivered training to district attorneys regarding
telemarketing fraud prevention and education.



The new grant (awarded in May of 2001) expanded
these efforts. The AARP Foundation is charged
with completing five objectives under this grant:

« ldentifying the perceptions and behavior of
older victims of telemarketing fraud,

» Testing public education strategies that could
reduce responses to these solicitations,

 ldentifying and publicizing strategies deemed
successful by professionals, family members,
and others,

= Disseminating research findings at national-
level conferences on consumer protection,
crime prevention, aging, victim advocacy or
other relevant issues, and

= Providing ongoing technical support to
Department of Justice-funded telemarketing
fraud demonstration sites.

AARP Foundation is well on the way to meeting
several of the objectives of the new grant. Work
will continue until June 2002.

AARP Technical Support for Legal
Hotlines Project

GRANTOR | US Department of Health and
Human Services, Administration
on Aging

PERIOD | three years

AMOUNT | $100,000 (per year)

The AARP Foundation provides national support
to organizations that operate or are developing
free legal hotlines for older or low income persons.
Currently there are statewide legal hotlines serving
older persons in 21 states, the District of Columbia
and Puerto Rico. The program began in 1985, when
AARP developed the first legal hotline to provide
free legal services to older persons in Pennsylvania.

Hotline attorneys provide free legal advice and
brief legal services by telephone to persons 60

and older, who are residents of the state. Many
hotlines have created special networks of private
attorneys who have agreed to charge reduced
fees for problems that cannot be resolved by the
legal hotline staff. Hotlines are particularly
useful to AARP members living in areas that are
not served by the AARP Legal Services Network.

The AARP Technical Support for Legal Hotline
Project worked closely with state programs in
the year 2001, particularly helping the new
statewide hotline for older persons in Indiana
get started. The Project also coordinated multi-
state efforts via teleconferences, group e-mails
and website postings, and made presentations at
a number of national conferences. In addition,
the Legal Hotlines: How-To Manual was revised
which gives step-by-step guidance in setting up
and operating a hotline.

In August 2001, the AARP Technical Support for
Legal Hotlines Project’s work received a significant
endorsement when the American Bar Association
adopted their ‘Standards for the Operation of
Legal Hotlines’ Other accomplishments this year
included finalization of an online directory of
programs that help older persons and others
represent themselves that is posted at
www.equaljustice.org and completion of a senior
hotline outcomes survey to determine if recipients
of hotline services successfully resolve their legal
problems. The survey, conducted at five legal
hotlines for older persons, showed that 82% of
respondents who reported being advised to take
action by the hotline attorney did take the recom-
mended action. One to two months after receiving
the advice, 49% of these clients reported that their
problem was at least partially resolved; 43% of the
clients were still awaiting results of the follow-up
action. Only 9% reported that the action they took
didn’t resolve their problem.
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AARP National Legal Training Project

GRANTOR | US Department of Health and
Human Services, Administration
on Aging

PERIOD | One year
AMOUNT | $150,000

The AARP National Legal Training Project (NTP)
was created in 1977 to protect the legal rights of
older Americans by providing training and
technical assistance to lawyers, paralegals, aging
advocates and volunteers who provide free
advocacy services to older persons.

AARP NTP offers a series of training modules on a
wide range of legal issues that impact older
Americans. The modules are used for the trainings
and as resource guides after the training events.
Topics covered include Social Security Retirement,
Supplemental Security Income, Social Security
Disability, Medicare, Nursing Home Law, Elder
Abuse, Financial Planning, Protective
Arrangements for Incapacitated Persons,
Representing Older Persons with Diminished
Capacity — Ethical Considerations, Health Care
Decision Making, The Americans with Disabilities
Act and Food Stamps. Advocacy Skills Modules
include Legal Interviewing, Administrative
Hearings, Negotiation and Coalition Building.

16 | AARP FOUNDATION

In 2001, the second annual National Aging and
Law Conference (NALC) was held October 10-13.
The forum brought together more than 250
panelists and attendees from across the country,
and from a multitude of disciplines that affect
and are affected by elder law issues. The confer-
ence addressed a wide range of issues in 75
workshop sessions or roundtables, and offered
participants a pre-conference introduction to
the nuts and bolts about specific substantive
areas of the law, as well as the opportunity to
debate broad policy issues.

Another highlight of 2001 was the increased use
of Internet-based delivery vehicles to maximize
distribution of materials and outreach to
members of the advocacy community. Through
Internet as well as conventional methods, AARP
NTP responded to more than 1,500 technical
assistance requests, including providing materials
for use in a workshop for judges on advanced
directives, providing thousands of copies of infor-
mational brochures and training manuals to state
and regional agencies, and distributing more than
5,000 copies nationwide of the NTP’s enormously
popular Annual Update of Public Benefits and its
new Spanish-language translation, Actualizacion
Anual, Cifras de los Beneficios Publicos.

AARP NTP successfully completed 24 separate
trainings in 17 different states and the territory




of Guam this year — well above the 8-10 required
by its grant agreement. The program trained
more than 2,000 legal service and aging advocates
across the country, identifying 308 of these as
future trainers for their particular state. The year
2001 marked the first time that AARP NTP held a
training on an Indian Reservation.

The Project’s trainingworks newsletter continued
to be a popular resource and in the year 2001
four quarterly issues were distributed to more
than 3,500 training advocates.

AARP Senior Medicare Patrol Project

GRANTOR | US Department of Health and
Human Services, Administration
on Aging

PERIOD | three years
AMOUNT | $158,000 (for the current year)

The U.S. General Accounting Offices estimates
that $1 of every $10 spent on Medicare and
Medicaid is lost to fraud and abuse. In 1997
alone, Medicare lost nearly $20 billion to fraudu-
lent or unnecessary claims, while Medicaid lost
another $16 billion.

The AARP Senior Medicare Patrol Project (SMPP)
is part of the national initiative to fight Medicare
fraud, waste and abuse. AARP SMPP is a consumer

education and information project utilizing
trained, retired professionals to educate
Medicare beneficiaries about Medicare waste,
fraud and abuse and encourage beneficiaries to
report fraud to a multi-lingual hotline maintained
by AARP SMPP,

The hotline features multi-lingual operators
who can serve the English, Spanish, and Asian
language communities. When calls come into
the hotline, operators interview clients and
complete fraud complaint forms. The executed
forms are then faxed to the Trailblazer Medicare
Fraud Clearinghouse in Dallas, where investiga-
tors conduct an initial review to determine
whether referral to law enforcement is warranted.
Approximately 95% of the complaints are
resolved at this level (simple mistake, clerical
error, etc). The remaining 5% are identified as
potential fraud or abuse and are forwarded to
law enforcement. During the year 2001, the
hotline handled nearly 200 calls, many of which
dealt with misunderstandings about the
Medicare deductible, secondary insurance, or
confusion over the Medicare summary notice.

In the year 2001, the AARP Senior Medicare Patrol
Project delivered presentations, was publicized
on local cable television and in local independent
newspapers, sent informational mailings, and

After receiving assistance from the AARP Technical

Support for Legal Hotlines Project, the manager of a new

hotline in Indiana said that she had never felt so supported

in any new project she had ever undertaken.
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participated in community health fairs and other
events — efforts that have reached hundreds of
thousands of Medicare beneficiaries and their
families in the greater Washington, DC area.

AARP Legal Information Project

The AARP Legal Information Project supports
the AARP Legal Services Network (LSN) (which
provides free and reduced fee legal services to
AARP members) by producing written materials
on a wide range of legal topics of interest to older
people for use by both attorneys and AARP
members. The materials are also used to support
the statewide hotlines for older persons described
earlier and are available to legal aid programs
nationwide via the www.povertylaw.org website.
The AARP Legal Information Project is funded
by AARP.

In 2001, the program assisted Legal Counsel for
the Elderly in developing a website for two virtual
branch offices in the District of Columbia, known
as Self Help Offices. Volunteers help residents
navigate the website to find answers to their legal
questions, write complaint letters, draft legal
documents, determine their eligibility for public
benefits, file a suit in small claims court, force
their landlord to correct housing code violations
or obtain a number of other services. In order to
assist volunteers to help community residents
navigate the website at the self help offices, the
AARP Legal Information Project has produced
the following publications: Legal Information
Guide; Small Claims General Information and
Evidence Guide; and Website Instruction Manual.

The AARP Legal Information Project has pro-
duced three sets of materials: Self Help Guides
(SHGs), Frequently Asked Questions — Attorney
and Client Versions (FAQs) and Legal Checkup
Seminar Workbooks. At the end of 2001, these
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materials existed for 38 states and the District of
Columbia, with plans for materials covering 13
more states in the works.

The Legal Checkup Seminars are getting a boost
in the next year. In conjunction with the National
Federation of Paralegal Associations, the AARP
Legal Information Project began development in
2001 of a pro bono program for paralegals that
will allow paralegals who are members of NFPA to
fulfill pro bono obligations by assisting in the
presentation of Legal Check Up workshops. The
workbooks for New York and Florida are currently
being translated into Spanish.

In addition, the AARP Legal Information Project
produces the Legal Bulletin, which provides
updates on current legal topics. It is written
monthly and distributed to LSN panel attorneys,
legal hotlines for seniors, and legal aid programs,
and is posted both on the LSN and the Poverty
Law websites.

AARP Pennsylvania Legal Hotline

The AARP Pennsylvania Legal Hotline serves as a
laboratory for testing better methods for deliver-
ing legal hotline services. The hotline is currently
testing whether it can fund free legal assistance
for AARP members by charging a fee to others for
hotline services and generating other sources of
revenue. In 2001, the hotline provided free services
to 2,819 AARP callers for a net cost of $47,000.

We hope to reduce this cost significantly in 2002.

AARP Motivating Older People to Exercise

GRANTOR | Robert Wood Johnson Foundation
PERIOD | 6 months
AMOUNT | $50,000

In the year 2001, the Robert Wood Johnson
Foundation funded a project to recruit AARP



members age 50 to 59 to participate in an
Internet, telephone, or print-based motivational
program that uses individualized messages to
encourage people to engage in physical activity.
The studies are part of a larger overall “Wellness
campaign undertaken by AARP and the Robert
Wood Johnson Foundation.

The second part of the project gauges the
success of the different messages in encouraging
physical activity.

Members who decline participation in the first
part of the project will be the subjects of a sub-
study to identify reasons for non-participation.
By comparing participants with non-participants,
the study is intended to discover more about the
motivations and barriers to increasing physical
activity among this age group. The study is
underway and results will be available at the end
of 2002.

AARP Elderwatch Project

GRANTOR | Colorado State Attorney
General’s Office
PERIOD | 3years
AMOUNT | $350,00 per year

The AARP Elderwatch Project supports the fight
against financial exploitation of older Americans
in Colorado. Launched in 2001, the Project is
multi-pronged. It disseminates consumer alerts
through public service announcements, print
and electronic media campaigns, and through
other media outreach and public relations
efforts. Consumer alerts are also disseminated
by phone, fax and e-mail to law enforcement
agencies, prosecutor offices, adult protection
agencies, nursing homes, independent and
assisted living centers, and other private and
non-profit organizations. The AARP Elderwatch

Project also maintains a clearinghouse that
collects data on abuse and financial exploitation
of older people, and provides information and
assistance through a toll free hotline. The project
had barely begun in mid-2001 when it received
more than 50 calls from older adults who were
contacted by scam operations.

AARP Mental Health and Aging Coalition
Building Project

GRANTOR | US Department of Health and
Human Services — Center for
Mental Health Services
PERIOD | One year
AMOUNT | $100,000

The AARP Mental Health and Aging Coalition
Building Project — which concluded at the end of
September 2001 - produced technical assistance
materials which facilitate coalition building in all
50 States. The goal of these coalitions is to increase
public awareness of mental health, aging, and
primary care issues while improving the provisions
of mental health services to older adults.

The AARP Mental Health Coalition Building
Project collected information from existing state
and local coalitions on the current status of their
groups, evaluated earlier coalition building
efforts of AARP Foundation, and created a new
best practices manual (Building and Maintaining
Coalitions, An Experience-Based Guide) as well
as other materials. The Project convened a work-
shop of representatives of coalitions across the
country, and led presentations on coalition
building at other national conferences, including
the National Council on Aging/American Society
on Aging (NCoA/ASA) Meeting and the National
Association of State Mental Health Program
Directors (NASMHPD) Annual Meeting.
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experimented with a “holistic” approach to
client problem-solving. With “at risk” clients,
LCE utilizes one of two types of “whole client”
approaches. In one context, a staff attorney visits
three different social service agencies and works
with a team of social workers and other profes-
sionals to resolve an array of problems with which
the client may be confronted. In another LCE
program, a staff attorney works with landlords
and housing managers to help at-risk older people
remain in their own apartments and avoid the
trauma of eviction through landlord/tenant court.

For example, in one case, a 74-year old client
was referred by a resident manager. A neighbor
was helping the client with bill paying since 1994,
and many checks were not credited correctly

to a client’s account. When all the checks were
properly credited it was determined that the
landlord owed the client $116.57. The client was
cleared of an alleged $3,441.57 arrearage and is
no longer under the threat of eviction.

LCE also operates a Legal Hotline and Information
and Referral Services Program. Staffed by trained
attorneys who have access to extensive and
updated substantive law manuals and other
materials, the hotline has proven successful
beyond expectations. Hotline attorneys attempt
to resolve all matters that can be handled by
phone or those that can be resolved by a simple
letter or phone call to a third party. Attorneys
refer more complicated matters to LCE’s staff
attorneys and paralegals, or to its Volunteer
Lawyers Project. For callers whose income levels
make them ineligible for free, in-house services,
hotline attorneys refer clients to LCE’s reduced fee
attorneys (those attorneys in private practice who
agree to only charge $60 per hour and to cap fees
for certain basic services) or to AARP’s Legal
Service Network. The VLP’s newsletter received
yet another APEX award for newsletter excellence.
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“Whole client” combines with “targeted
intake” to fully utilize all its volunteers

To ensure that all available volunteer lawyers are
fully utilized, “Active Intake” targets certain areas
of the city, certain public housing complexes,
and citywide information “fairs” to identify
clients that have the type of problems that the
volunteers are willing to handle.

Not all of life’s problems can be solved by
legal help alone

Not all problems faced by low-income people
and older Americans are legal in nature — nor
are all the efforts that LCE undertakes limited
to legal matters. LCE also helps clients secure:

The freedom to live independently. Beginning
in 1992, staff attorneys at LCE began devoting a
significant portion of their time to broad-based
initiatives designed to reach one specific goal: to
foster the ability of older persons to live in their
own homes for as long as possible. This broad
goal brings together many individual tactics and
strategies, including helping clients arrange for
home health care, preventing tax sales on
homes, preventing foreclosures, enacting
income security measures (such as persuading
DC policymakers to enact income tax credits),
and creating new government benefits (such as
re-establishing an interim disability assistance
program in the District of Columbia).

The confidence to handle disputes. Another
effort at Legal Counsel for the Elderly also helps
clients maintain independence and helps them
be self-reliant. LCE’s Write-a-Wrong program
provides staff who help clients write letters of
complaint when they have received unsatisfac-
tory services in matters not rising to the level of
a legal problem. Profiled in several Washington
DC-area publications and on local television
news, the program assisted more than 250 older



Americans (90% of whom were low-income)
and over 90% of the letters written resulted in
a successful resolution of the matter.

The ability to receive the health care to which
they are entitled. Another significant effort under-
taken by LCE is the Long Term Care Ombudsman
program. The Ombudsman program is charged by
federal and local authorities with protecting the
rights of residents living in long term care facilities
in the District of Columbia. The Long Term Care
Ombudsman works with community based
organizations to provide services for residents in
nursing facilities via a cadre of trained profes-
sional and volunteer advocates who maintain a
continuous community presence among the
4,900 DC residents in nursing facilities and
community residences in the area. (There are 21
licensed nursing facilities, two federal nursing
facilities, St. Elizabeth Hospital which has a 120
bed unlicensed nursing home, and approximately
200 licensed community residence facilities in
the District of Columbia.)

In 2001, a joint effort spearheaded by the
Ombudsman with the DC Departments of Health,
Mental Health, Human Services, and the Agency
on Protection and Advocacy came to fruition.
The team instituted an action plan for gross
neglect and emergencies, and in 2001, the effort
resulted in the first monetary penalties levied
against a Mental Health Community Residence
Facility by the Health Regulation Agency.

The Ombudsman program investigated 1,854
complaints for 704 residents and resolved or
partially resolved 89% of them. It also halted the
transfer or eviction of nearly a dozen residents
and provided intensive empowerment assistance
and counseling at the Grand Oaks assisted living
facility that helped significantly improve the

quality of life for residents there. The Ombudsman
also helped the DC government to implement an
overlooked provision in DC law that requires DC
to develop a model transfer and discharge plan
for residents of nursing facilities.

The ability to influence policy and effect
change. On the legislative front, LCE staff
worked as part of a coalition in conjunction with
the AARP state office on a number of successful
initiatives. People with disabilities awaiting a
determination of their eligibility for Social
Security or SSI disability checks will now have an
interim source of income in the form of the
Interim Disability Assistance Program.
Additionally, LCE, after a five year effort, played
a key role in the passage of a new anti-predatory
lending law.

LCE took special measures to reach out to
prospective clients this year, including extensive
advertising of Language Line services allowing
non-English speaking clients to converse with
LCE staff through an instantly available translator.
As a result, about 5% of LCE’s clients in 2001 were
linguistic minorities, an all-time high. Additionally,
LCE set up self-help offices in churches in low-
income neighborhoods with a high concentration
of older people. These self help offices, equipped
with computers and a specially designed website,
allow older DC residents (assisted by LCE staff
and volunteers) to obtain general information
about laws, receive public benefits check-ups,
create a health care power of attorney, write a
letter of complaint, file a small claims suit, talk
with an LCE hotline advice attorney, and receive
other services.
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AARP Foundation Financial Statements Report of
Independent Public Accountants

To the Board of Directors of the

AARP Foundation:

We have audited the accompanying statements
of financial position of the AARP Foundation as
of December 31, 2001 and 2000, and the related
statements of activities, functional expenses and
cash flows for the years then ended. These
financial statements and the schedule referred
to below are the responsibility of the AARP
Foundation’s management. Our responsibility is
to express an opinion on these financial state-
ments and schedule based on our audits.

We conducted our audits in accordance with
auditing standards generally accepted in the
United States and the standards applicable to
financial audits contained in Government
Auditing Standards, issued by the Comptroller
General of 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 mis-
statement. 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 the significant estimates made by
management, as well as evaluating the overall
financial statement presentation. We believe
that our audits provide a reasonable basis for
our opinion.

In our opinion, the financial statements referred
to above present fairly, in all material respects,

the financial position of the AARP Foundation as
of December 31, 2001 and 2000, and the changes

in its net assets and its cash flows for the years
then ended in conformity with accounting prin-
ciples generally accepted in the United States.

In accordance with Government Auditing
Standards, we have also issued our reports dated
March 15, 2002, on our consideration of the
AARP Foundation’s internal control over financial
reporting and on our tests of its compliance with
certain provisions of laws, regulations,

contracts and grants.

The accompanying schedule of expenditures of
federal awards is presented for purposes of
additional analysis as required by U.S. Office

of Management and Budget Revised Circular
A-133, Audits of States, Local Governments and
Non-Profit Organizations, and is not a required
part of the basic financial statements. Such
information has been subjected to the auditing
procedures applied in our audits of the basic
financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the
basic financial statements taken as a whole.

Vienna, Virginia

s Chclvpion LLP

March 15, 2002
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AARP FOUNDATION STATEMENTS OF FINANCIAL POSITION AS OF DECEMBER 31,

2001 AND 2000 (IN THOUSANDS)

Assets: 2001 2000
Cash $2,399 $2,968
Cash restricted for federal and other programs 1,178 1,835
Accounts receivable 75 94
Accounts receivable from AARP 4,595 3,104
Accounts receivable from LCE, FSC, and ASI 426 759
Federal and other program receivables 4,487 3,200
Prepaid expenses 127 121

Total assets $13,287 $12,081

Liabilities:

Federal and other program commitments $7,211 $4,846
Accounts payable to AARP 1,665 2,675
Deferred revenue 241 -

Total liabilities 9,117 7,621

Net Assets:

Unrestricted 1,262 2,047
Temporarily restricted 2,908 2,513
Total net assets 4,170 4,560
Total liabilities and net assets $13,287 $12,081

AARP FOUNDATION STATEMENTS OF ACTIVITIES FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000 (IN THOUSANDS)

2001 2000
Unrestricted  Temporarily  Total Unrestricted Temporarily — Total
Restricted Restricted
Revenues:
Department of Labor $52,147 $ = $52,147 $53,540 $ = $53,540
Internal Revenue Service 3,336 - 3,336 3,418 - 3,418
Other federal agencies 1,168 - 1,168 710 - 710
AARP support 11,668 2,798 14,466 11,106 2,027 13,133
FSC support - - - 750 - 750
Third-party support 5,360 - 5,360 8,548 - 8,548
State of Colorado 109 - 109 - - -
Other income 286 28 314 249 - 249
74,074 2,826 76,900 78,321 2,027 80,348
Net assets released from restrictions 2,431 (2,431) - 3,837 (3,837) -
Total revenues 76,505 395 76,900 82,158 (1,810) 80,348
Federal and other grant program expenses:
Senior Community Service 63,127 - 63,127 68,192 - 68,192
Employment Program
Tax Counseling for the Elderly 5,698 - 5,698 5,773 - 5,773
Other grant programs 2,188 - 2,188 1,539 - 1,539
Total federal and other grant 71,013 - 71,013 75,504 - 75,504
program expenses
Nongrant program expenses 6,277 - 6,277 4,638 - 4,638
Total expenses 77,290 - 77,290 80,142 - 80,142
Changes in net assets (785) 395 (390) 2,016 (1,810) 206
Net assets, beginning of year 2,047 2,513 4,560 31 4,323 4,354
Net assets, end of year $1,262 $2,908 $4,170 $2,047 $2,513 $4,560
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AARP FOUNDATION STATEMENTS OF FUNCTIONAL EXPENSES FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000 (IN THOUSANDS)

2001 2000
Grant Nongrant General and Total Grant Nongrant General and Total
Programs Programs Admin. Programs Programs Admin.
Enrollee wages $40,915 - - $40,915 $41,961 - - $41,961
Other enrollee costs 4,522 - - 4,522 4,776 - - 4,776
Volunteer expenses 3,151 - - 3,151 2,918 - - 2,918
Other direct and
administrative expenses:
Salaries $3,432 $2,206 $434 $6,072 $3,339 $1,754 $413 $5,506
Payroll taxes and
employee benefits 786 729 152 1,667 653 487 126 1,266
Office expenses 2,196 425 346 2,967 2,056 432 147 2,635
Staff travel 617 95 1 713 880 62 7 949
Rent 407 629 21 1,057 461 720 55 1,236
Professional fees 500 982 16 1,498 299 292 3 594
Other expenses 142 212 42 396 252 219 57 528
Third-party contributions 5,355 - - 5,355 8,542 - - 8,542
Contracted services
provided by AARP 3,214 = 5,763 8,977 3,594 = 5,637 9,231
65,237 5,278 6,775 77,290 69,731 3,966 6,445 80,142

Allocated general &
administrative
contributed by AARP 5,684 999 (6,683) = 5,697 672 (6,369) =
Allocated general &
administrative
contributed by grantor 92 - (92) - 76 - (76) -
Total expenses $71,013 $6,277 $ - $ 77,290 $ 75,504 $4,638 $ - $ 80,142

AARP FOUNDATION STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2001 AND 2000 (IN THOUSANDS)

2001 2000

Cash flows from operating activities:
Changes in net assets ($390) $206
Adjustments to reconcile changes in net assets
to net cash (used in) provided by operating activities—

Decrease in cash restricted for federal and other programs 657 671
Increase in accounts receivable and federal and

other program receivables (2,426) (276)

Increase in prepaid expenses (6) (93)

Increase in federal and other program commitments 2,365 758

(Decrease) increase in payable to AARP (1,010) 965

Increase in deferred revenue 241 -

Total adjustments 179 2,025

Net cash (used in) provided by operating activities (569) 2,231

Cash, beginning of year 2,968 737

Cash, end of year $2,399 $2,968

The accompanying notes are an integral part of these statements.
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1. Description of Organization:

The AARP Foundation was organized in 1961 as
a District of Columbia not-for-profit corporation
to engage in the study and discussion of the
problems of aging persons. The AARP Foundation
qualifies as a tax-exempt organization under
Section 501(c)(3) of the Internal Revenue Code
(IRC) and is a nonpartisan charitable organization.
The AARP Foundation receives awards from the
federal government, corporations, and foundations
to support the programs administered by the
AARP Foundation from its national office in
Washington, D.C. (see Note 3). The AARP
Foundation also issues sub-awards for specific
programs and projects. The AARP Foundation is
an affiliated entity of AARP, and its Board of
Directors is composed of five members appointed
by AARP’s Board of Directors.

2. Summary of Significant Accounting Policies:
Basis of Presentation. The AARP Foundation
prepares its financial statements on the accrual
basis of accounting. The AARP Foundation sum-
marizes the costs of providing its various programs
and other activities on a functional basis in the
accompanying statements of functional expenses.
Accordingly, certain costs are allocated among
the programs and supporting services that
benefit from them based on specific identifica-
tion or reasonable allocation methodologies.

Use of Estimates. The preparation of financial
statements in conformity with accounting
principles generally accepted in the United
States requires management to make estimates

AARP FOUNDATION

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. However, management does not
believe that actual results will be materially
different from those estimates.

Accounts Receivable. The accounts receivable
balance represents security deposits held for
leased space, receivables from vendors and
employee advances.

The receivable from AARP represents contribu-
tions or pledges from AARP to support federal,
other grant programs, and operations.

Net Assets.The AARP Foundation classifies net
assets into two categories: unrestricted and
temporarily restricted. All contributions are
considered to be available for unrestricted use
unless specifically restricted by the donors.
Temporarily restricted net assets are contributions
with temporary, donor-imposed program or
time restrictions. These temporary restrictions
require that resources be used for specific
purposes or in specific timeframes. Temporarily
restricted net assets become unrestricted when
the funds are used for their restricted purposes
and are reported in the statements of activities
as net assets released from restrictions. As of
December 31, 2001 and 2000, the AARP
Foundation’s temporarily restricted net assets
were approximately $2,908,000 and $2,513,000,
respectively. These net assets are restricted by
AARP and other donors for use in federal grants,
as well as specific AARP Foundation programs.
The AARP Foundation has no permanently
restricted net assets.



Federal and Other Programs. Federal and other
program revenues are recognized to the extent
that the AARP Foundation incurs actual expen-
ditures under program agreements with federal
agencies or other program providers. Amounts
recorded as federal and other program receivables
are for grant program expenses incurred in
advance of the receipt of funds. Funds received
in advance of grant program expenses are
recorded as federal and other program commit-
ments. Additionally, liabilities and accrued
expenses of grant programs are recorded as
federal and other program commitments in the
accompanying statements of financial position.

Contributions. The AARP Foundation reports
contributions as support when received or
pledged by the donor. The AARP Foundation
reports restricted contributions as temporarily
restricted support if they are restricted by the
donor for use on a specific program. For those
restricted contributions where the contribution
is received and the restriction is met during the
same year, the AARP Foundation recognizes the
contributions as unrestricted.

Contributed Services and Assets. The AARP
Foundation benefits from the efforts of many
volunteers. These in-kind contributions are not
recorded in the financial statements as they do
not meet the requirements for recognition under
accounting principles generally accepted in the
United States.

The AARP Foundation and a grant that it admin-
isters also receive benefits for the value of time
spent by grant host agency site supervisors
(third-party contributions). These contributed
services require specialized skills and would
have otherwise been purchased by the AARP
Foundation. Contributed services and contributed

assets are recorded as both revenues and
expenses in the accompanying statements of
activities in accordance with Statement of
Financial Accounting Standards (SFAS) No. 116,
“Accounting for Contributions Received and
Contributions Made.” In addition, AARP
contributes various services and assets to the
AARP Foundation for which it does not receive
reimbursement.

Management and General Expenses. In 2001
and 2000, all management and general expenses
incurred in support of grant programs and
nongrant programs were allocated to those
functional categories based upon direct costs
incurred as shown in the accompanying
statements of functional expenses for the years
ended December 31, 2001 and 2000.

3. Grant Programs:

During 2001 and 2000, the AARP Foundation
administered numerous grants received from
various federal agencies and private organiza-
tions. The two largest grant programs are
discussed below.

e Senior Community Service Employment
Program (SCSEP) provides temporary,
subsidized employment for persons 55 and
older whose income is at or below 125%
the federal poverty level. The Department
of Labor, under the authority of the Older
Americans Act of 1965, has renewed this
program annually since 1969. The current
commitment expires in June 2002.

e Counseling for the Elderly (Tax-Aide) provides
volunteer assistance for federal income tax
preparation to low- and moderate-income
older persons throughout the country. In the
2001 tax season, approximately 1.7 million

2001 ANNUAL REPORT

41



older persons were assisted. The current com- Labor. In 2001, the AARP Foundation operated
mitment expires in September 2002. under a predetermined rate approved by the
Department of Labor. The 2001 predetermined

Other AARP Foundation programs provide rate is not subject to adjustment in future years.

information, research, training, and technical

assistance to older persons and their service Federal and other grant program expenses are
providers on various matters including health, also funded from nonfederal contributions. In
litigation, legal, and housing issues. 2001, AARP’s share of these expenses totaled

$8,898,000. Third-party contributions represent
the value of time spent by the grant host agency
site supervisors and other in-kind services.

The continuation of grant programs for calendar
year 2002 and beyond is subject to appropriation
of funds by each granting agency.

Summarized below is a detail of the components
of the federal and other grant program expenses

expenses in the accompanying statements of for the years ended December 31, 2001 and 2000
activities are funds paid to enrollees, facility (in thousands)

costs, office expenses, other general and admin-
istrative costs, and indirect costs charged to each
program. Final indirect cost rates through year
2000 have been approved by the Department of

Included in federal and other grant program

2001 2000
SCSEP Tax-Aide Other Total Total
Federal:

Enrollee wages $40,915 $- $- $40,915 $41,961
Other enrollee costs 4,522 - - 4,522 4,776
Volunteer expenses - 3,151 - 3,151 2,918
Other direct and administrative costs 6,710 185 _1,168 8,063 8,013
Total federal 52,147 3,336 1,168 56,651 57,668

Nonfederal:
AARP 5,599 2,358 941 8,898 9,291
Third party 5,381 4 19 5,464 8,545
Total nonfederal 10,980 2,362 1,020 14,362 17,836
Total $63,127 $ 5,698 $2,188 $71,013 $75,504
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4. Related-Party Transactions:

The AARP Foundation obtains services from
AARP under a contractual agreement covering
personnel costs and other direct costs. In 2001
and 2000, costs reimbursed by the AARP
Foundation to AARP amounted to $808,000 and
$1,244,000 of grant expenses, respectively.

AARP contributed $3,214,000 and $3,594,000 to
support direct grant program expenses and
$5,684,000 and $5,697,000 of general and admin-
istrative expenses to support indirect grant
program expenses in 2001 and 2000, respectively.
These contributions were for services and assets
provided to the AARP Foundation by AARP.
AARP also contributed $6,277,000 and
$4,638,000 for non-grant program expenses

in 2001 and 2000, respectively.

For the years ended December 31, 2001 and 2000
AARP committed to contribute $1,052,000 and
$1,212,000 respectively to the AARP Foundation
for projected employer’s pension benefit obliga-
tion. This amount will be reduced upon cash
payment to the Pension Trust.

Included in the payable to AARP in the accom-
panying statements of financial position is a
permanent advance to the AARP Foundation of
$1,550,000 for direct expenses of the Tax-Aide
program. Upon discontinuance of the Tax-Aide
program, the amount will be repaid to AARP as
funds are reimbursed by the grantor agency.

The AARP Foundation utilizes office space at
AARP’s national headquarters for which it pays its
allocated share of rent, based upon actual square
footage occupied, directly to the AARP Properties
LLC, a wholly owned subsidiary of AARP.

Legal Counsel for the Elderly, Inc. (LCE), a
District of Columbia not-for-profit corporation,
is affiliated with the AARP Foundation and AARP.
LCE, a tax-exempt organization under Section
501(c)(3) of the IRC, publishes manuals, conducts
seminars on issues affecting older persons, and
operates legal services and long-term care
ombudsman programs. The AARP Foundation
and AARP, under a contractual labor agreement
with LCE, are responsible for the salaries and
fringe benefits, including retirement benefits,

of AARP Foundation and AARP employees who
provide services to carry out LCE’s programs.

5. Subgrant Agreements:

The AARP Foundation has entered into subgrant
agreements with other organizations as part of
its fulfillment of grant awards. For the years
ended December 31, 2001 and 2000, the AARP
Foundation reimbursed subgrantee agencies
$151,010 and $22,500, respectively, for services
provided under grant awards.

6. Defined Benefit Pension Plan:

The AARP Foundation participates in a multiple-
employer noncontributory defined benefit pension
plan through the AARP and RPS Employees’
Pension Trust (the Pension Trust). AARP, AARP
Services, Inc. (ASI) (a wholly owned subsidiary

of AARP), and Retired Persons Services (RPS) (a
separate unconsolidated entity that provides the
AARP Pharmacy Service) and its subsidiaries are
the other participating employers in the Pension
Trust. The Pension Trust covers all employees
after they meet the eligibility service requirement.
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Plan assets, administrative expenses, and
expected contributions have been allocated to
all participating employers in proportion to the
projected benefit obligation. The general
funding policy for AARP, ASI and the AARP
Foundation is to contribute an amount equal to
or greater than the minimum funding require-
ments of the Employee Retirement Income
Security Act, as actuarially determined, calculated
on a level percentage of payroll costs basis, but
not greater than the maximum deductible limit
for taxable entities.

There were no AARP, AARP Foundation, or ASI con-
tributions to the Pension Trust in 2001 and 2000.

The following sets forth the funded status of the
plan and the amount shown in the accompanying
statements of financial position at December 31
(in thousands):

Fair value of plan assets, primarily invested in common stocks

Accumulated benefit obligation
Funded status
Net pension liability

Assumptions used in the actuarial valuation as of December 31:

Discount rate
Expected long-term rate of return on plan assets
Future salary increases

Net periodic pension expense

7. Health Care Benefits:

The AARP Foundation provides certain health
care and other welfare benefits for active employees
through the AARP and RPS Employees’ Welfare
Trust (the Welfare Trust). AARP, ASI and RPS and
its subsidiaries are the other participating
employers in the Welfare Trust. The Welfare Trust
receives contributions from participating
employers to provide for benefits based on

AARP FOUNDATION

expected current costs of the Welfare Trust. For
the years ended December 31, 2001 and 2000, the
AARP Foundation’s expenses for the Welfare Trust
for current health care benefits were $1,509,000
and $1,460,000, respectively.

8. Postretirement Health Benefits:

Substantially all employees of the AARP
Foundation may become eligible for continuing
health care benefits after retirement if they meet
minimum age and service requirements while
working for the AARP Foundation. As part of the
arrangements between AARP and the AARP
Foundation, AARP has assumed responsibility
for the postretirement health benefits obligation
of the AARP Foundation’s employees, which
amounted to $8,650,000 and $8,170,000 at
December 31, 2001 and 2000, respectively.
Retiree health benefits for all AARP Foundation
employees who become eligible will be paid

2001 2000

$17,170 $19,706
(18.839) (15.976)
$(1,669 $3,730
$(2,909) $(1,857)
2001 2000
7.25% 7.75%
8.50% 8.50%
4.00% 5.00%
$1,052 $901

through the AARP Retiree Health Benefit Trust,
which is maintained and funded by AARP. AARP
also agreed to fund this liability in future years
as claims are received from eligible AARP
Foundation retirees. This arrangement is subject
to periodic renegotiation and may be discontin-
ued at AARP’s option.



9. Defined Contribution Plan:

The AARP Foundation participates in a multiple-
employer defined contribution plan through the
AARP and RPS Employees’ 401(k) Plan (401(k)
Plan). AARP, ASI and RPS and its subsidiaries are
the other participating employers in the 401(k)
Plan. To participate in the 401(k) Plan, an
employee must be at least 18 years of age and
have been employed for a minimum of one
month of consecutive service with the AARP
Foundation.

Effective January 1, 2001, AARP, AARP Foundation
and ASI implemented an employer contribution
to the 401(k) Plan. AARP Foundation matches
100 percent of the first 3 percent and 50 percent
of the next 2 percent of employee compensation
up to the maximum limits allowed.

In 2001 and 2000, AARP Foundation contributed
$241,100 and $315,800, respectively to the
401(k) plan.

10. Commitments and Contingencies:

In the normal course of business, the AARP
Foundation is involved in various claims and
lawsuits. Management believes that at
December 31, 2001 any liability that results
from settling any outstanding claims will not
materially impact the AARP Foundation’s
financial position or changes in net assets.

To the Board of Directors of the AARP
Foundation:

We have audited the financial statements of the
AARP Foundation as of and for the year ended
December 31, 2001, and have issued our report
thereon dated March 15, 2002. We conducted our
audit in accordance with auditing standards gen-
erally accepted in the United States and the stan-
dards applicable to financial audits contained in
Government Auditing Standards, issued by the
Comptroller General of the United States.

Compliance. As part of obtaining reasonable
assurance about whether the AARP Foundation’s
financial statements are free of material mis-
statement, we performed tests of its compliance
with certain provisions of laws, regulations,
contracts and grants, noncompliance with which
could have a direct and material effect on the
determination of financial statement amounts.
However, providing an opinion on compliance
with those provisions was not an objective of our
audit, and accordingly, we do not express such
an opinion. The results of our tests disclosed no
instances of noncompliance that are required to
be reported under Government Auditing
Standards.
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Internal Control Over Financial Reporting. In
planning and performing our audit, we considered
the AARP Foundation’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. Our consideration of the
internal control over financial reporting would
not necessarily disclose all matters in the internal
control over financial reporting that might be
material weaknesses. A material weakness is a
condition in which the design or operation of
one or more of the internal control components
does not reduce to a relatively low level the risk
that misstatements in amounts that would be
material in relation to the financial statements
being audited may occur and not be detected
within a timely period by employees in the
normal course of performing their assigned func-
tions. We noted no matters involving the internal
control over financial reporting and its operation
that we consider to be material weaknesses.

This report is intended solely for the information
and use of the audit committee, management,
federal awarding agencies and pass-through enti-
ties and is not intended to be and should not be
used by anyone other than these specified parties.

Vienna, Virginia

CNlhuer Chcbosson LLP

March 15, 2002

| AARP FOUNDATION

To the Board of Directors of the

AARP Foundation:

Compliance. We have audited the compliance of
the AARP Foundation with the types of compli-
ance requirements described in the U. S. Office
of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to
each of its major federal programs for the year
ended December 31, 2001. The AARP
Foundation’s major federal program is identified
in the summary of auditors’ results section of
the accompanying schedule of findings and
questioned costs. Compliance with the require-
ments of laws, regulations, contracts and grants
applicable to its major federal program is the
responsibility of the AARP Foundation’s manage-
ment. Our responsibility is to express an opinion
on the AARP Foundation’s compliance based on
our audit.

We conducted our audit of compliance in accor-
dance with auditing standards generally accepted
in the United States; the standards applicable to
financial audits contained in Government
Auditing Standards, issued by the Comptroller
General of the United States; and OMB Circular
A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and



perform an audit to obtain reasonable assurance
about whether noncompliance with the types of
compliance requirements referred to above that
could have a direct and material effect on a
major federal program occurred. An audit
includes examining, on a test basis, evidence
about the AARP Foundation’s compliance with
those requirements and performing such other
procedures as we considered necessary in the
circumstances. We believe that our audit pro-
vides a reasonable basis for our opinion. Our
audit does not provide a legal determination of
the AARP Foundation’s compliance with those
requirements.

In our opinion, the AARP Foundation complied,
in all material respects, with the requirements
referred to above that are applicable to its major
federal program for the year ended December
31, 2001.

Internal Control Over Compliance. The man-
agement of the AARP Foundation is responsible
for establishing and maintaining effective
internal control over compliance with require-
ments of laws, regulations, contracts and grants
applicable to federal programs. In planning and
performing our audit, we considered the AARP
Foundation’s 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.

Our consideration of the internal control over
compliance would not necessarily disclose all
matters in the internal control that might be

material weaknesses. A material weakness is a

condition in which the design or operation of one
or more of the internal control components does
not reduce to a relatively low level the risk that
noncompliance with applicable requirements of
laws, regulations, contracts and grants that would
be material in relation to a major federal program
being audited may occur and not be detected
within a timely period by employees in the
normal course of performing their assigned func-
tions. We noted no matters involving the internal
control over compliance and its operation that we
consider to be material weaknesses.

This report is intended solely for the information
and use of the audit committee, management,
federal awarding agencies and pass-through
entities and is not intended to be and should
not be used by anyone other than these
specified parties.

Vienna, Virginia

s Cncturson LLP

March 15, 2002
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AARP FOUNDATION SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS FOR THE YEAR ENDED DECEMBER 31, 2001

Foundation’s Project Number Federal Grant Program Title

CFDA Number Grant Number

Grant Period

I. Major Program (Direct Federal Awards)
Department of Labor - Title V

51200 Senior Community Service
Employment Program (SCSEP)
51201 SCSEP

Total Department of Labor

Il. Non-major Programs (Direct Federal Awards)
Internal Revenue Service

56278 Tax Aide ‘00 - ‘01’
56284 Tax Aide ‘01 - ‘02’
Total Internal Revenue Service
Department of Justice
55265 Telemarketing Fraud:
Prevention and Education
Total Department of Justice
Housing and Urban Development
54275 Training for Housing Counselors
54289 Improving Reverse
Mortgage Counseling
54295 Home Equity Conversion Mortgage
Total Housing and
Urban Development
Department of Health
& Human Services (HHS)
53260 Technical Assistant
for Legal Hotline
53263 National Training Project
53276 Senior Medicare Patrol Project
53279 Technical Assistant
for Legal Hotline
53285 National Assistance and

Elderly Rights Project
Total Department of
Health & Human Services

Ill. Non-major Programs (Pass-Through Awards)
Center For Mental Health
Services, HHS
CMHS Mental Health & Aging
Coalition Evaluation
Total Center For Mental
Health Services
Total Federal Awards

90291

17.235 AD-10838-00-81-55
17.235 AD-11658-01-55
21.006 N/A

21.006 2201002

16.597 98-LS-VX-0016-0016
14.169 HC-99005

14.169 HC-00-006

14.169 HC-01-0000025
13.668 90-AM-2128

13.668 90-AM-2150

13.668 90-AM-2284

13.668 90-AM-2467

13.668 90-AP-2482

N/A 00M008549

07/01/00-08/31/01

07/01/01-06/30/02

10/01/00-09/30/01
10/01/01-09/30/02

09/30/98-06/30/02

10/01/99-12/31/00
10/01/00-09/30/01

10/01/01-09/30/02

11/15/97-02/28/01
09/30/98-09/29/01
07/01/99-06/30/02
08/01/01-07/31/02

09/30/01-09/29/02

09/12/00-09/28/01
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Accrued Revenue at

Accrued/ (Deferred)

December 31, 2001 Receipts Expenses Revenue at December 31, 2001
Federal Nonfederal Federal Nonfederal Federal Nonfederal Federal Nonfederal
$2,211,800 $ - $30,192,201 $6,470,674 $27,980,401 $6,470,674 $ - $ -
- - 20,630,000 4,509,175 24,166,601 4,509,175 3,536,601 -
2,211,800 - 50,822,201 10,979,849 52,147,002 10,979,850 3,536,601 -
873,712 (12,756) 3,381,938 2,124,815 2,508,226 2,137,571 - -
- - - 224,844 827,427 224,844 827,427 -
873,712 (12,756) 3,381,938 2,349,659 3,335,653 2,362,415 827,427 -
17,008 - 17,100 16,516 372 16,516 280 -
17,008 - 17,100 16,516 372 16,516 280 -
4,116 - 4,116 - - - - -
46,238 - 550,000 192,193 503,762 192,193 - -
- - 35,000 (36,223) 108,545 (36,223) 73,545 -
50,354 - 589,116 155,970 612,307 155,970 73,545 -
9,600 - 9,600 65,312 - 65,312 - -
7,094 (1,444) 177,800 366,076 170,706 367,520 - -
15,621 - 211,500 114,085 205,051 114,085 9,172 -
- - 41,500 7,242 52,446 7,242 10,946 -
- - 33,500 101,052 42,052 101,052 8,552 -
32,315 (1,444) 473,900 653,767 470,255 655,211 28,670 -
14,739 - 79,739 56,398 85,261 56,398 20,261 -
14,739 - 79,739 56,398 85,261 56,398 20,261 -
$3,199,928 ($14,200) $55,363,994 $14,212,159 $56,650,850 $14,226,360 $4,486,784 $ -

The accompanying notes are an integral part of these statements.
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1. Scope of Audit Pursuant to OMB

Circular A-133:

All federal grant programs of the AARP
Foundation are included in the scope of the

U.S. Office of Management and Budget (OMB)
Circular A-133 audit (the Single Audit). The
Single Audit was performed in accordance with
the provisions of the OMB Circular A-133
Compliance Supplement (Revised March 2001,
the Compliance Supplement). Compliance
testing of the applicable federal programs was
performed on the AARP Foundation’s adherence
to the requirements described in the Compliance
Supplement for the Single Audit for the year
ended December 31, 2001.

The AARP Foundation qualified as a low-risk
auditee as defined in the Compliance
Supplement. As a result, the scope of the Single
Audit included the SCSEP grant. Expenditures
for this program totaled approximately $52
million (or approximately 92 percent of total
federal expenditures), which exceeds the 25
percent of total federal expenditure threshold
for low-risk auditees, providing sufficient testing
levels for the Single Audit for the year ended
December 31, 2001.

The U.S. Department of Labor is the AARP

Foundation’s cognizant agency for the Single Audit.

AARP FOUNDATION

2. Summary of Significant Accounting Policies:
Basis of Presentation. The accompanying
schedule of expenditures of federal awards
includes all federal grants administered by the
AARP Foundation that had activity during 2001
or accrued grant revenue at December 31, 2000.
This schedule has been prepared on the accrual
basis of accounting. Grant revenues are recorded
for financial reporting purposes during the year
in which related expenditures are incurred. The
schedule includes federal and in-kind revenues
and expenses. When grant expenditures exceed
the federal award amount, the excess is funded
by contributions from AARP to the AARP
Foundation and is recognized as both nonfederal
receipts and nonfederal expenses.

Accrued and Deferred Reimbursements.
Various reimbursement procedures are used
for federal awards received by the AARP
Foundation. Consequently, timing differences
between expenditures and program reimburse-
ments can exist at the beginning and end of the
year. Accrued balances at year-end represent an
excess of reimbursable expenditures over cash
receipts to date. Deferred balances at year-end
represent an excess of cash receipts over reim-
bursable expenses to date. Generally, accrued or
deferred balances caused by differences in the
timing of cash receipts and expenditures will be
reversed in the remaining grant period.

Nonfederal Contributions and Expenses.
Nonfederal contributions consist of goods and
services contributed to the federal programs at
no charge. Such contributions include host
agency costs, other third-party contributions,
and AARP contributions to cover costs such as
overhead, general and administrative expenses,
and fixed asset donations.



We have audited the financial statements of the
AARP Foundation, as of and for the year ended
December 31, 2001, and have issued an unquali-
fied opinion thereon dated March 15, 2002. We
conducted our audit in accordance with auditing
standards generally accepted in the United
States and the standards applicable to financial
audits contained in Government Auditing
Standards, issued by the Comptroller General of
the United States.

Our audit did not disclose matters of noncom-
pliance that would be considered material to the
financial statements of the AARP Foundation,
nor did our audit identify material weaknesses
in internal controls.

We also issued an unqualified opinion dated
March 15, 2002, on our consideration of the
AARP Foundation’s compliance with the types of
compliance requirements described in the OMB
Circular A-133 Compliance Supplement (Revised
March 2001) that are applicable to its major fed-
eral program for the year ended December 31,
2001:

 Activities allowed or unallowed

« Allowable cost/cost principles

e Cash management

« Eligibility

e Equipment and real property management
e Matching, level of effort, and/or earmarking
« Period of availability of federal funds

e Procurement and suspension and debarment
e Program income

e Reporting

e Special tests and provisions

The results of our auditing procedures did not
disclose instances of noncompliance with those
requirements that are required to be reported in
accordance with OMB Circular A-133.

THE TYPE A FEDERAL PROGRAM TESTED AS A MAJOR PROGRAM IS AS FOLLOWS:

Program
Department of Labor — Senior Community Service
Employment Program (SCSEP)

CFDA Number

17.235
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For the December 31, 2001 Single Audit, the
threshold used to distinguish between Type A
and Type B programs was $1.7 million or 3 percent
of total 2001 federal expenditures. The Type A
program tested during the audit represented
approximately 92 percent of federal expenditures.
The remaining Type A program was not deter-
mined to be high risk and was not selected for
testing. Additionally, no Type B programs were
determined to be high risk; thus, none were
selected for testing. The AARP Foundation was
determined to be a low-risk auditee for the
Single Audit for the year ended December 31,
2001, and the 25 percent threshold required for
low-risk auditees was met.

There were no findings of noncompliance
in 2001.
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The AARP Foundation was organized in the District
of Columbia in 1961 as a not-for-profit organization
to engage in the study and discussion of the problems
of aging persons. The Foundation is a tax-exempt
501(c)(3) nonpartisan charitable organization,
contributions to which are tax deductible.

The Foundation is dedicated to enhancing the
quality of life for older Americans, promoting their
independence and dignity, providing leadership on
issues of importance to older persons, and improv-
ing the image of aging.

AARP Foundation has administered grants from
government and private sources, including the
Ford, W.K. Kellogg, Brookdale, Public Welfare and
Robert Wood Johnson Foundations.

Legal Counsel for the Elderly, Inc. (LCE, Inc.) is a
tax-exempt 501(c)(3) nonpartisan charitable organ-
ization that is affiliated with AARP Foundation. LCE
administers programs that primarily benefit low-
income residents of the District of Columbia who
are age 60 and over.

Coordination with AARP

The AARP Foundation and LCE, Inc. have entered
into service provider agreements with AARP whereby
AARP provides certain administrative support to the
projects. Private parties (corporations, foundations,
individuals, etc.) can receive tax deductions for
contributions to the AARP Foundation and LCE Inc.



