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I n de p e n de n t 
Au d i to r s ’  R e p o r t

								      

Board of Directors								
     

Focus on the Family								      

  and Focus on the Family Action, Inc.								      

Colorado Springs, Colorado							     

We have audited the accompanying combined statements of financial position of Focus on the Family and 

Focus on the Family Action, Inc. as of September 30, 2006 and 2005, and the related combined statements 

of activities and cash flows for the years then ended. The combined financial statements are the responsibility 

of the organizations’ management. Our responsibility is to express an opinion on these combined financial 

statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards. Those standards 

require that we plan and perform the audits to obtain reasonable assurance about whether the combined fi-

nancial statements are free of material misstatement. An audit includes consideration of internal control over 

financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not 

for the purpose of expressing an opinion on the effectiveness of Focus on the Family and Focus on the Fam-

ily Action, Inc.’s internal control over financial reporting. Accordingly, we express no such opinion. An audit 

also includes examining, on a test basis, evidence supporting the amounts and disclosures in the combined 

financial statements, assessing the accounting principles used and significant estimates made by management, 

as well as evaluating the overall combined 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 Focus on the Family and Focus on the Family Action, Inc. as of September 30, 2006 and 2005, and 

the results of their activities and cash flows for the years then ended in conformity with U.S. generally accepted 

accounting principles.								      

Colorado Springs, Colorado

December 8, 2006

Independent Auditors’ Report

�
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 		  September 30,	  
 	 2006		      2005
Assets:	
	 Current assets:	
		  Cash and cash equivalents	 $	 12,825 	 $	 9,859 
		  Investments (note 3)		    17,816 	  	  19,984 
		  Accounts receivable - net	     	 1,364 	  	   1,945 
		  Inventory	  	     3,862 		    4,328 
		  Pledges receivable (note 4)	    	  2,482	  	   1,391 
		  Prepaid expenses	  	     3,155 		    3,462 
	   				      41,504 	  	  40,969 
	
	 Property and equipment - net (note 5)		   49,504 		   51,523
	 Film production costs - net		    2,347 		     4,367 
	 Other assets (note 6)		    3,838 		     3,470 
	 Endowment assets (note 7)		         91 		          91 
	
Total Assets		 	 $	 97,284	 $	 100,420 
	
	
Liabilities and Net Assets:	
	 Current liabilities:	
		  Accounts payable	  $	 7,691 	 $	 5,532 
		  Accrued expenses		  3,444 		  4,306 
		  Deferred revenue	  	 1,196 		  1,237 
		  Current portion of charitable gift annuity liability (note 8)		  381		  296 
	  				    12,712 	  	 11,371
	
	 Charitable gift annuity liability - net of current portion (note 8)		  3,126 	  	 2,574 
		  Total liabilities	  	    15,838 		  13,945 
	
	 Net assets:	
		  Unrestricted:	
			   Equity in property and equipment		  49,504 		  51,523
			   Operations		  25,435 		  26,522
					     74,939 		  78,045
	
		  Temporarily restricted (note 9)		  6,416 		  8,339  
		  Permanently restricted		  91 		  91 
			   Total net assets		  81,446 	  	 86,475 
	
Total Liabilities and Net Assets:	 $	 97,284 	 $	 100,420

Combined Statements of Financial Position: (in thousands)

See Notes to Combined Financial Statements
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	 2006	 2005	
					     Temporarily	 Permanently			   Temporarily	 Permanently
				    Unrestricted	 Restricted	 Restricted	 Total	 Unrestricted	 Restricted	 Restricted	 Total	

Support and Revenue:
	 Contributions	 126,327 	  10,310 	 -	  136,637	 114,530 	  17,893 	 -	  132,423 
	 Sales	  	 4,523 	  - 	  - 	  4,523 	 4,240 	  - 	  - 	  4,240 
	 Royalty and licensing revenue	  2,202 	  - 	  - 	  2,202 	   2,347 	  - 	  - 	  2,347
	 Institute income	  1,772 	  - 	  - 	  1,772 	  1,729 	  - 	  - 	  1,729
	 Investment income	 1,838	 -	 -	 1,838 	 1,215	 -	 -	 1,215
	 Event revenue	 825 	  - 	  - 	 825 	  575 	  - 	  - 	 575
	 Membership dues	  90	  - 	  - 	 90 	 127	  - 	  - 	 127
	 Other revenue	  859	  - 	  - 	 859 	  653	  - 	  - 	 653
	 Change in value of charitable gift annuities (note 8)	  46	  - 	  - 	  46	  59	  - 	  - 	  59 
	  			   138,482 	  10,310	 - 	 148,792	  125,475 	  17,893	 - 	 143,368 
	 Net assets released from restrictions:	
		  Satisfaction of time restrictions	  1,564 	  (1,564)	  - 	  - 	 1,533 	  (1,533)	  - 	  -
		  Satisfaction of purpose restrictions	 10,669 	  (10,669 )	  - 	  - 	 14,952 	  (14,952)	  - 	  -
Total Support and Revenue	  150,715 	  (1,923) 	 - 	  148,792 	 141,960 	  1,408 	 - 	  143,368 
	
Expenses:	 	
	 Program services:	
		  Broadcasts	  22,613 	  - 	  - 	  22,613  	 21,574 	  - 	  - 	  21,574 
		  Resources	 33,834 	  - 	  - 	  33,834 	  31,838 	  - 	  - 	  31,838 
		  Publications	  13,932 	  - 	  - 	  13,932 	   17,674 	  - 	  - 	  17,674
		  Correspondence	  7,182 	  - 	  - 	   7,182  	   8,116 	  - 	  - 	   8,116 
		  Public policy awareness	  12,946 	  - 	  - 	  12,946  	  13,539 	  - 	  - 	  13,539
		  Internet	  	 4,675 	  - 	  - 	 4,675  	 7,232 	  - 	  - 	 7,232
		  Events	  	 2,702 	  - 	  - 	 2,702  	 2,812 	  - 	  - 	 2,812
		  Other ministries	 33,071 	  - 	  - 	  33,071 	   30,656 	  - 	  - 	  30,656 
	  			   130,955 	  - 	  - 	  130,955 	  133,441 	  - 	  - 	  133,441 
	 Supporting activities:	
		  General and administrative	  12,912 	  - 	  - 	  12,912  	  11,602 	  - 	  - 	  11,602
		  Fund-raising 	 9,954 	  - 	  - 	  9,954 	  9,466 	  - 	  - 	  9,466 
Total Expenses	  	 153,821 	  -	 - 	 153,821   	 154,509 	  -	 - 	 154,509
	
 Change in Net Assets 	 (3,106) 	 (1,923)	 - 	  (5,029) 	 (12,549) 	 1,408	 - 	  (11,141)
	
	
Net Assets, Beginning of Year	 78,045 	  8,339 	  91 	  86,475 	  90,594 	  6,931 	  91 	  97,616
		
		
Net Assets, End of Year	  74,939 	 6,416	 91 	  81,446 	  78,045 	  8,339	 91 	  86,475	

	      Years Ended September 30,

				    $		  $	 $	   $	 $	 $	 $	 $	
		

				    $		  $	 $	   $	 $	 $	 $	 $	
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Combined Statements of Activities: (in thousands) 

See Notes to Combined Financial Statements
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Years Ended September 30,

 	 2006		  2005
Operating Activities:	
	 Change in net assets	 $	 (5,029) 	 $	 (11,141) 
	 Adjustments to reconcile change in net assets  
	 to net cash used by operating activities:
		  Depreciation and amortization of property and equipment		  4,957 		  5,041 
		  Amortization of film production costs 		  2,525		  541
		  Actuarial change in charitable gift annuity liability 		  (94)		  (47)
		  Payments on charitable gift annuities		  380		  278
		  Gift portion of charitable gift annuity	  	 (529)		  (347)		
		  Realized (gain) loss on sale and disposal of assets	  	 16 		  (28)   
		  Non-cash contributions	   	 (3,488) 		  (2,938)
		  Net realized and unrealized (gains) losses on investments		  (191)		  282
		  Changes in operating assets:	
			   Accounts receivable - net		  581		  (69) 
			   Inventory		  466 	    	   (263)
			   Prepaid expenses	  	 307 		  (1,094) 
			   Pledges receivable		  (1,091)		  (289)
			   Other assets		  (368)		  (256)
		  Changes in operating liabilities:	
  			   Accounts payable	  	 2,159		  (1,142) 
			   Accrued expenses	  	 (862)		  839
			   Deferred revenue		  (41)		  456 
Net Cash Used by Operating Activities 		  (302) 		  (10,177)
	
Investing Activities:
	 Purchases of property and equipment		  (2,956)		  (3,354)
	 Change in commercial paper		  32		   1,954		
	 Purchases of investments 	  	 (28,105)		  (24,750)
	 Proceeds from sales of investments (contributed and purchased) 		  33,922 		  36,423 
	 Proceeds from sale of assets  		   - 	  	  50   
	 Payments for film production 		  (505)		  (2,334)
Net Cash Provided by Investing Activities 		  2,388		   7,989
	
Financing Activities:	
	 Issuance of charitable gift annuities		  1,266		  881 
	 Charitable gift annuity maturities		  (6)		  (25)
	 Payments on charitable gift annuities		  (380)		   (278)
	 Payments of capital lease obligations		  -		  (19)
Net Cash Provided by Financing Activities		  880		   559 
	
Net Change in Cash and Cash Equivalents		  2,966 		  (1,629) 
Cash and Cash Equivalents, Beginning of Year		  9,859 		  11,488
 
Cash and Cash Equivalents, End of Year	  $	 12,825 	 $	 9,859
	
Supplemental Disclosures:	
	 Disposal of fully depreciated property and equipment	 $	 407 	 $	 1,150
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Combined Statements 
of Cash Flows: 

(in thousands)

See Notes to Combined Financial Statements
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G u i d e l i n e s  f o r  Fu  n d - r a i s i n g  by Dr. James Dobson

1.	This ministry belongs to God, not to James Dobson. It is neither a monument to 
my ego nor a legacy to my memory. Focus on the Family does not bear my name . 
. . the buildings do not belong to me . . . we have not founded 

	 James Dobson University. I am merely a fellow servant in the work of the 
kingdom.

2.	The Lord has apparently chosen to place His mantle of approval on the ministry 
of Focus on the Family. Nevertheless, He gives and sometimes takes away. If 
He ever closes the doors to this work, we will accept His leadings and yield the 
outcome to Him. Until then, we will devote every ounce of energy to the task at 
hand.

3.	One of the ways we can discern the Lord’s will regarding the continuation of 
our work is through the support He sends (or doesn’t send) from His people. 
Therefore, during lean times we will make our obligations known to our friends—
but we will not squirm, scratch or claw for contributions. We will never resort to 
what we consider to be disrespectful and dishonorable methods of fund-raising, 
even when the needs are serious.

4.	We will ask people not to support Focus on the Family or any other Christian 
program until their obligations to the local church have been met. It is the first 
line of defense for the family.

5.	We will not operate the ministry at a deficit. Although from time to time it 
is necessary to borrow funds for large capital expenditures, such as for a new 
building, we will seek to repay the loan as soon as possible.

6.	We consider the contributions we receive to be “blood money”—sent from loving 
people who have sacrificed to make their gifts possible. Our obligation, therefore, 
is to spend that money conservatively and wisely in continuing the ministry. We 
have no limousines or airplanes or condos in Hawaii. Every penny is stretched as 
far as possible to serve the needs of today’s families.

7.	We will receipt all donations showing the fair market value of any materials 
requested and sent, in order to help contributors determine the tax-deductible 
portion of their gifts. (The Internal Revenue Code permits donors to deduct 
the amount they give to Focus on the Family in excess of the value of materials 
received from the organization.)

8.	When we make a purchase, we will pay the invoice within 30 days, if possible. We 
do not intend to use the vendor’s money.

9. 	We will not try to raise more money than we need.

10. �I will not be the primary fund-raiser.

11. My wife, Shirley, and I will accept no salary for this work and will pay a portion 	
	 of the radio airtime expenses to compensate for the publicity that increases our 	
	 book sales. When our books are offered to listeners through the ministry, we 	
	 will waive all royalties to allow Focus to obtain the lowest possible price from the 	
	 publisher. When we use secretarial or staff assistance for personal reasons, we will 	
	 compensate the ministry for that intrusion.

12. We will never sell or rent our mailing list to those wishing to use the names and 	
	 addresses of our supporters. Those individuals wrote us in good faith, and if they 	
	 wanted to receive mail from other organizations, I’m sure they would ask for it. 	
	 We will maintain the tightest security on our list of friends and supporters.

13. We will conform to the standards established by the Evangelical Council for 	
	 Financial Accountability—the Christian organization created to ensure ethical 	
	 fund-raising and administration practices.

	 To summarize, we will try to remember always that Jesus Christ is our possessor and 
	 our dispossessor. He ordained and blessed this ministry. It belongs entirely to Him.

We believe that the way an organization handles itself in the financial arena is a reflection of its integrity in every arena. Therefore, we have 
established strict limitations on the way our resources are used. Here are the policies that have guided us through the years:

©2007 Focus on the Family

800-A-Family
family.org

F o c u s  o n  t h e  F a m i l y  b e l o n g s  t o  t h e s e  p r o f e s s i o n a l  g r o u p s  .  .  . 
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