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CONSIDINE CONSIDINE

CERTIFIFD MLBLIG ACOININTARTS

To The Board of Dircclors
Iovisible Children, Inc.
2705 ¥ia Orange Way #B
Spring Valley, CA 91978

[ndependent Auditor's Report

We have audiled the accompanying stalement of financial posilion of Invisible Children, Inc. as of June
30, 2006, and the related slalements of activities and changes in nel asscls, nctional expenses, and cash
HNovwes For the year then ended. These financial slalements are the responsibility of the Organizations
management. Cor responsibility is o express an opinion on these financial stalements based on our
audil.

We conducled our andil in accordance with gencially accepled audiling standards of the Uniled Stales of
America. Those slandards require thal we plan and perform the audil 1o oblain reasonable assurance
aboul whelher the financial stalemenlts anc free of material misstalements. An audil includes examining,
on a lesl basis, evidence supporting the amounts and disclosures in the financial stalements. An avdit
alzn includes azsessing the accounting principles used and significant eslimales made by management, as
well as evalualing the overall linancial stalement presentation. We believe that our andil provides a
reasonzble basis [or our opinion.

In owur opinion, the financial stalements referred Lo abowve present fairly, in all malerial respecls, the
linancial position of Invizible Children, Inc. as of June 30, 2006, and the changes in ils nel asscls and ils
cash lows for the year then ended in conformity with gencally accepled accountling principles of the
United Stales of America.
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CONSIDINE & CONSIDINE

An Accoonlancy Corpomalion

December 21, 2006
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INVISIBLE CHILDREN
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2006
ABRSETS
CURRENT ASSHETS

“ash (Mole 3)

Program Mhalcrials Inventory

Accounls Receivable

Pledaes Receivable

Prepiid Expenses (Mote 4)

PROPERTY & EQUIPMENT (NOTE 5)

TOTAL ASSETS

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable
MNole Payable (MNole &)
Capital Lease- Coment Porlion (Nole 7T)

LONG-TERM LIABILITIES
Capital Lease (Nole T)

COMMITMENTS (NOTE 8}

MET ASSETS
Unrestricted

TOTAL LIABILITIES AND NET ASSETS

See Accompanying Noles

k

Page 3

56606
346,153
200067

9,250

24826

T05 902

125466

831,368

184,385
70,000
4,896

250,281

3172

2064353

6715

231,363




INVISIBLE CHILDEEN
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2006

Page 4
TEMPORARILY PERMANENTLY
UMEESTRICTED RESTRICTEDR RESTRICTED TOTAL
SUPPORT AND REVENUE
Ceneml Donations 5 222700 % - 5 - 81,223A700
Propram Malerial Revenuc |, 321,570 - - 1,321,570
Apsaking Honorariom 4. 607 - - 4,607
Cranis 140,625 330.06x) - 4T 625
Dircel Suppert 2,540 104,306 - L35, 846
Funds Released From
Reslriclicn A435, 3006 (44330006 -
3,135,354 - - 3,135,354
FUMCTHOMNAL ALLCCATION
OF EXIFENSES
Pregrum 2,354,000 - - 2,254,000
Ceneral and Administration J85,034 - - 235,034
Fundimizing 0o 747 - - R T4AT
2639 T80 - - 2639780
CHANGE IN MET ASSETS 495 574 - - 445,574
MNET ASSETS - BEGINMNINIG
OF YEAR 71441 - - TLA41
NET ASSETS - ENDDOF YEAR & .01 S5 - 5 - % 56T0]5

See Accompanying MNoles



INVISIBLE CHILDREN, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2006
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GENERAL AND
PROGCEAB MANAGEMENT FUNDEAISING TOTAL
EXPENSES
Compensaiion Costs 5 3Td5ld S TG % MKy 8 512,320
Dircel Sorvices 479 545 8305 - 4T 943
Dircel Suppor Exponse 143,937 2 ARd - ld46,821
Enlztainment 43 570 4013 1,316
Film Costs AR - - TLEE0
Insurmnee 32,273 19 8360 - 52233
Inleres=l 1.'.:'1(] - - E.E'Efl
Olliee 22013 200,056 5606 44 65
Postagze 21976 23,244 - 245224
Production Cosl 390,564 - 43306 433 960
Professioml Services 4] /34 12,171 0126 53,131
Progmm Communicalion 117 4006 - 3,235 120,644
Program Sopplics 474X 15,273 (X1 62,773
Rini T3 11,6006 - 12,369
R elmeal - J,."!-ll'."l - l.j]fl
Tam sind License T 35,08 G, 4G ] B83
Trvel and Tmnspotalion 336,424 34 16362 IS06,4T6
[Tiilitics 10,125 12,2345 S0 22413
TOTAL EXPENSES
BEFORE DEMRECIATION 223471 25,00 o747 2622392
Teprecialion 17,355 - - |7 388
TOTAL EXPENSES 5 2254000 % R T . onTeT 8 ZA3NTED

See Accompanying MNoles



INVISIBLE CHILDREN, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2006

Page 6

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

[ncrease in Mol Asscls % 495,574
ADJUSTMENTS TO RECONCILE INCREASE IN NET ASSETS

TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Deprecialion 17,388

[merease in Accounls Receivable (200,067

[ncrease in Pledges Receivable (59, 2500)

[ncrease in Inventory (346.153)

[ncrease in Prepaid Expenses (24, 83265)

[ncrease in Accounls Payable 184,385
CASH PROVYIDED BY OPERATING ACTIVITIES 48051
CASH USED BY INVESTING ACTIVITIES

Purchase of Properly and Equipment (103.188)
NET CASH PROVIDED BY FINANCING ACTIVITIES

Bormowings on Mole Payahble T

Bormowings on Capilal Lease 15,485

Principal Payments on Capilal Lease (5.517)

79.9638

NET INCREASE 1IN CASH 24,831
CASH, BEGINNING OF YEAR 31775
CASH, ENDING OF YEAR L 56606

See Accompanying Noles



MOTE 1

MOTE 2

INVISIBLE CHILDREN, INC.
MOTES TO THE FINANCIAL STATEMENTS
TUNE 30, 2006

*age T

OROANIZATION

Invisible Children, Inc. is a California nonprofil corporalion, formed Seplember 9, 2004, The
Organization is classificd by the Inlemal Revenue Service as a lax-cxempl 5301 (c)i3) organization
and is recognized as a public charity ralher than a private foundation. I is the vision of Invisihle
Children to change culture, policy, and lives through collisions of power and poverly. Invisible
Children's programs in the United States include production of a fealure version of Invisible
Children, a National Tour of the Rough Cul Documenlary, the Global Night Commule Awarcness
Evenl, and a grassrools political action campaign. Their programs in Uganda include a Volonbeer
Program, Educalion Program, and a micro-cconomic Bracelet Campaign.

SUMBMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounling - The accompanying [inancial stalements bave been prepared on the accal
basis of accounting in accordance wilth gencrally accepled accounting principles. MNel assels and
revenues, expenses, gains, and losses are classilicd based on the exislence or absence of donor-
imposed restriclions. Accordingly, nel azscls of the Organization and changes therein are classified

and reported in compliance with 8TAS Mo, 117.

Cash - The Organizalion considers linancial inslruments with a lxed matorily dale of less than three
months 1o be cash equivalents.

Prepaid Expenses - Expense items of a nature which will benelit foture periods are charged Lo the
prepaid expense account and are amortized over aclual periods benelited.

Property and Equipment - Properly and equipment are carried al cost. Depreciation is computed
nsing the straight-line method of depreciation over the asszels’ estimated vselol lives of five Lo seven
years. Mainlenance and repairs are charged Lo the expensc as incormed; major renewals and
bellerments are capilalized. When ilems of properly and equipment are sold or relired, the related
cosl and accumulaled depreciation are removied Irom the accounts, and any gain or los is incloded
in income.

Conlribulions - Conlribulions received are considered Lo be unreslricled and available for general
nze unless designaled by the donor For a specilic purpose. All donor-restricled support is reported as
an increase in lemporarily restricled net assecls. When a reslriction expines, (that is, when a
slipulaled lime restriction ends or purpose reslriclion is accomplished), lemporarily restricted net
aszels are reclassilicd Lo unrestricled nel aszels and reporled in the slalement of activilics as nel
aszels released [rom reslriclions.



MOTE 2

MOTE 3

INVISIBLE CHILDREN, INC.
MOTES TO THE FINANCIAL STATEMENTS
TUNE 30, 2006

Page &

SUMMARY OF SIONIFICANT ACCOUNTING POLICIES (Conlinued)

Donated Services - The Organization recognizes the value of donaled services in accordance with
SFAS 116 by recording the services at their fair value. All donaled services recognized muosl create
a non-financial assel or musl require specialized skills that woold have been purchased iF they were
nol donaled. During the year the Organization had many individuals volunleer subslantial ime and
clforl in order 1o perform a varicly of lasks in the Uniled Stales and Adrica lo assist the Organization
in il's mission. Howewer, these services do no meel Lhe criteria for recognilion as contribatbed

SEIVICSE,

Income Taxcs - [nvisible Children is exempl from lfederal income laxes under Secton 301(c)(3) of
the Inlernal Revenue Code and did nol conduct uomzlated business activities. Therelfore, oo
provision has been made For federal income taxes in the accompanying financial stalements.

Functional Expenses - The cosls of providing the various programs and other activilies have been
summarized on a funclional basis in the stalement of activitics. Accordingly, cerlain costs have
been allocaled among the programs and supporling services benelited.

Eslimales - The preparation of financial statements in conformily with genemlly accepled
accounling principles requires management Lo make estimales and assumplions that affect the
reporled amounts of asscls and liabilities and disclosures of conlingent asscls and liabilitics at the
dale of the financial stalements and the reporled amoonts of revenues and expenses during the
reporling period.  Actual results could differ from those cstimates.

CASI

Cash consists of the following:

Unreslricled Accounls:

Wells Farso Opemaling R 34,042
Pelly Cash 1.216
Wells Farso Checking 1,151
Bank of America Checking 212
Wellz Fargo Savings (13}

Total Unrestricted Cash 5 36,606




MOTE 4

MOTE 3

MOTE 6

INVISIBLE CHILDREN, INC.
MOTES TO THE FINANCIAL STATEMENTS
TUNE 30, 2006
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PREPAID EXPEMNSES
Prepaid expenscs consisls of:
Prepaid [nsumnee 5 23244
Prepaid Renl 1.582
3 24,826
FROPERTY AMD EQUIPMENT
Major calegories of property and equipment are summarized as Follows:
Compuler Equipment 3 29473
¥ideo Equipment 57,788
147261
Accumulatled Deprecialion (21,795
5 125466

MOTE PAYABLE

The Organizalion has a nole payable with a relaled party or L70.000 with an inlerest 1mle of 5.0%.
The nole requires interesl only payments based on the debl oulstanding as of the First of the month
beginning on January 1, 2007, Interest of $2,042 incurred belore January 1, 2007 is recorded as
conlribution revenue and interest expense. The nole payable does nol have a matority dale and is
nol secured by any business asscls. Due Lo the receipt of a substantial conlribution, the Omzanizalion

plans 1o repay the note payable in full in 2007,



INVISIBLE CHILDREN, INC.
MOTES TO THE FINANCIAL STATEMENTS
TUNE 30, 2006
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MOTET CAPITAL LEASE

The Organizalion has one non-cancellable lease that is recorded as a capilal lease. The lease is [ora
compuler server with a remaining lerm of less than three years. Included in properly and cquipment
on the accompanying stalement of linancial posilion as of June 30, 2006, is equipment acquired
under a capilal lease with a capitalized cost of $15,4835, less accumulated depreciation of $3,097.
Inlerest expense on the oulslanding oblizgalion under the capilal lease was $443 For the year ended
Tune 30, 2006

Capilal Lease consist of the Tollowing:
Apple Financial Scrvices

Principal & Inlerest payments of
2431 per month; 3.54% inlerest

Due JTune, 2008 b 0,968
0,068

Less: Current Porlion (4,896)
+ 5,072

hinimum Future obligalions on the capilal lease for the years ended June 30 are as Collows:

2007 L 5,170

2008 5,170

10,3440

Less: Amounl Represenling Interest (372
0.H68

Less: Current Porlion (4,296

[ 5072




MOTE &

INVISIBLE CHILDREN, INC.
MOTES TO THE FINANCIAL STATEMENTS
TUNE 30, 2006
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COMMITMENTS
The Organizalion leascs office space at bwo differcot locations. The Spring Valley office lease is a
non-cancelable lease that begins in October 2006 and expives in three years. The Ocean Beach

office leasze is a non-cancelable lease that begins in Avogost 2006 and expires in one year. Aller JTune
30, 2006, the Organizalion has the option to sign a two year extension on the Ocean Beach lease.

The Organizalion leased three locations in the San Diego arca under month-lo-month lease
agreermenls. The tolal renl expense For Lhe year ended Tune 30, 2006 was $32 369,

Minimum [folure payments under the non-cancelable leases For the years ended June 30 arc as

Foal loriws:

00T 5 1136000
2008 1132000
2009 110,400
010 276000

$ 364,800




