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To The Board of Dincclors
Iovisible Children, Inc.
2705 Via Omange Way #B
Spring Valley, CA 91978

Independent Auditor’s Report

We have audiled the accompanying slalemenls of financial position of Invizsible Children, Ine. as of June
30, 2007 and 2006, and the related slalements of aclivilics and changes in nel asscls, funclional expenses,
and cash [ows for the years then ended. These financial stalements are the responsibililby of the
Organizalion’s management. Our responsibilily is Lo cxpress an opinion on these lnancial slalements
based on our avdil.

We conducled our audils in accordance wilth generally accepled andiling standards of the United States of
America. Those standards require thal we plan and perform the audil Lo oblain reasonable assurance aboult
whether Lhe financial slalements are ree of material misstalernents. An aodil inclodes examining, on a Lesl
basis, cvidence supporling the amounis and disclosures in the linancial statermnents. An audil alzo includes
assessing the accounling principles used and significant estimales made by management, as well as
cvalualing the overall financial stalement presentation. We belicve thal our audils provide a reasonable
basis for our opinion.

In our opinion, the financial statements relerred Lo abowve present fairly, in all material nespects, the
linancial position of [nvisible Children, Ine. as of June 30, 2007 and 2006, and the changes in ils nel asscls
and ils cash {lows [or the years then ended in conformity with generally accepled accounling principles of
the Uniled States of America.
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INVISIBLE CHILDREN, INC.

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2007 AND 2006
Pagpge 3
20007 2006
ASSKETS
CURRENT ASSETS
“ash (Nole 3) £ 1,180,089 % 56606
Program Malcrials Inventory 156,237 346,153
Accounls Receivable 12,207 200 067
Conlributions Receivable 6,618 -
Pledges Receivable - 69,250
PFrepaid Expenses (Mole 5) 37406 24,826
1431,557 05902
PROPERTY & EQUIPMENT (NOTE &) 520,518 125 466
OTHER ASSETS
[nvestments (Nale 4 GO0, 0 -
TOTAL ASSETS 2,352,0073 831363
LIABILITIES AND NET ASSETS
CURRENT LIAEBILITIES
Accounls Payable and Accrued Expenses 113,512 184,385
MNole Payable (Nole 7) - T
Capital Leases - Currenl Portion (Nole 8) 21,771 4. 296
135,283 2592581
LONG-TERM LIABILITIES
Capital Leases (Mole &) 22473 5072
TOTAL LIABILITIES 163,756 2654 353
COMMITMENTS (NOTE 9)
NET ASSETS
Unrestricted 2388319 567014
TOTAL LIABILITIES AND NET ASSETS £ 2552075 % 831368

Sce Accompanying MNotes



INVISIBLE CHILDREN, INC.
STATEMENT OF ACTIVITIES AND CHANGES IN MET ASSETS
FOR THE YEAR ENDED JUNE 30, 2007

Pagpe 4
TEMPORARILY PEREMAMEMNTLY
UMREESTRICTED RESTRICTED RESTRICTED TOTAL
SUPMIRT ANID REVYENUE
Ceneral Donations g LREO3TE & - 5 - 5 1RG0, 376
Progrm halerial Bevenoe 2 317,805 - - 23T R05
Schools 4 Schools - 15521125 - 1,552 (28
Crants - 0991600 - LTI N
Direel Suppor - 319.27TR - 32T
Yalunteer Howse [neome 1,810 - - 1210
Inlerz=l Income 12,870 - - 12,87
Funds Released Hrom
Fie=lriclion 2 R62,0060 (2,862, 16) - -
T055,770 - - TX155, TG
FUNCTIOMAL ALLOCATION
OF EXPFPENSES
Program 4 485 184 - - 4 AR5, |84
(encrul and Managemeni 5,653 - - G 5,553
Fundimising L2, 635 - - 012,635
52344772 - - 5,234,473
CHANGE IN MET ASSETS 1,821,304 - - 1Le21,304
MET ASSETS - BEGINNIMG
OF YEAR S6T.015 - - S6T015
MET ASSETS - ENDOF YEAR k] 2388310 % - 5 - 5 2ARR 319

Sce Accompanying MNotes



INVISIBLE CHILDREN, INC.
STATEMENT OF ACTIVITIES AND CHANGES IN MET ASSETS
FOR THE YEAR ENDED JUNE 30, 2006

Papge 5
TEMPORARILY PEREMAMEMNTLY
UMREESTRICTED RESTRICTED RESTRICTED TOTAL
SUPMIRT ANID REVYENUE
Ceneral Donations g [, 222700 % - 5 - 5 1,222,700
Progrm halerial Bevenoe 1,321,376 - - 1,321,576
Speaking Honmzriom 4,607 - - A 60T
Crants L0, 625 3390010 - 4TRG25
Direel Suppor 2,540 10,3006 - L5, Ralia
Funds Beleased [rom
Re=iriclion 443 3006 (443 005] - -
3,135,354 - - 3,135,354
FUNCTIOMAL ALLOCATION
OF EXFPENSES
Program 2,254,000 - - 2,254 (A
Gleneral and Managemeni AR5 034 - - 2R5,934
Fundmizing o 747 - - oo 747
2539780 - - 2,630 TR0
CHANGE IN MET ASSETS 445 574 - - 405 574
MET ASSETS - BEGINNIMNG
OF YEAR TLA - - TL,d41
MET ASSETS - ENDOF YEAR g 567015 8 - 5 - 5 S6T015

Sce Accompanying MNotes



EXPEMSES

(:umpunxuli-::-n Cosls
Direel Barvices

Dlirmccl Jupporl Expenss
Enlertainment

Film Costs

Insurunce

Tnizresi

Oilficw

Poslage

Produclion Ceost
Professiconal Services
Program Commuonicalion
Progrm Supplics

Feni

Reincal

Fues and Licenses
Truvel und."ll'mnxr.l-::-liul-lun
LNilitie=

TOTAL EXPENSES
BEFORE DEPFRECLATION

Teprecialion

TOTAL EXPENSES

INVISIBLE CHILDREN, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2007

Papge &
GEMERAL AMD
FROCGEAM MAMAGEMENT FUNDRAISING TOTAL
5 033,580 286454 B3065 5 1,303,137
L2T8.685 - - 1275685
139,315 453 - 139,808
1,332 430 3 L,B0S
32,582 - - 32,582
59128 20 257 - BR85S
- 2037 - 2,037
42,114 26,TRO 4044 T2,038
QLRG0 29 224 252 122,936
514470 - 1775 576,245
233,568 19,550 - 243,157
171,271 .05 5,633 L5380
281,050 27,354 - 5,404
135,712 35,62 - L6394
100 - - 10F
i, BOG 128,170 - L85, (i
364455 T80T 5,232 37T 474
19,561 48 432 - 67,993
4,414,677 G 653 102,635 5,163,965
0507 - - TOA07
5 4,485,184 fidh, 653 102,635 5 52472

Sce Accompanying MNotes



INVISIBLE CHILDREN, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2006

Pagpge 7
OENERAL AND
FROGEAM MANACEMENT FUNDRAISING TOTAL
EXPEMNSES
Compensation Cosis 5 3M51d S TG % MK 8 512,30
Dircel Services 479 515 2,305 - 487,943
Dlirmccl Jupporl Expenss 143 057 3 AR - 46,821
Enlertainment 343 570 4013 1,316
Film Costs T.980 - - T80
Insurunce 33373 18 B - 52233
Inleresi 202G - - 2,036
OMiee 22013 A0L0RG S66 44 465
Posiage 221,976 23.24% - 245224
Production Cost 390,504 - 43,3005 2433 9640
Professional Services 41 834 12,171 LU e 63,131
Program Commuonicalion 117 4006 - 3734 | 31,644
Progrm Supplics 47.200 15273 3Kl 52,773
Reni 0,763 11,6005 - 32349
Relrzal - 1AlG - 1316
Fecs and Licenses 22 588 35,055 0,065 G 882
Travel and Tmnspodalion 236,824 34 16,362 256,676
Tiilitic= 10,125 12,235 S0 22413
TOTAL EXPENSES
BEFORE DEFRECIATION 2256.711 285,034 00747 2622392
Teprecialion 17,588 - - |7,38%
TOTAL EXPENSES 5 2354000 0§ W|ERY 5 nnTeT 8§ 2639780

Sce Accompanying MNotes



INVISIBLE CHILDREN, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 20, 2007 AND 2006

Papge 5
2007 2006
CASH FLOWS PROVIDED BY OPERATING ACTIVITIES
[ncrease in Mel Asscls b 1.821.304 % 495 574
ADJIUSTMENTS TO RECONCILE INCREASE 1IN NET ASSETS
TO NET CASH PROVIDED BY OPERATING ACTIVITIES
Deprecialion 70,507 17,385
Decrease f (Increase) in Accounls Receivable 196,860 (209.067)
[nerease in Conlribulions Reccivable (36,618 -
Decrease f (Increase) in Pledges Reccivable 69,250 (69,250
Decrease ! (Increase) in Inventory 189,916 [3d46,153)
[ncrease in Prepaid Expenses (12,381) (24,226)
({Decrease) f Increase in Accounls Payable and Accrued Expenscs (70,872 184,385
(406,462 (447.523)
NET CASH PROYIDED BY OPERATING ACTIVITIES 2,227,766 43 051
CASH FLOWS USED BY INVESTING ACTIVITIES
Purchase of Property and Equipment (463,559 (103, 188)
[nvestment in hlulual Funds (00,0007 -
(1,065 559) (103, 188)
CASH FLOWS USED/PROY¥IDED BY FINANCING ACTIVITIES
Bormowings on Mole Payable - T0,000
Principal Paymenis on Note Fayable (70,0007 -
Bomowings on Capital Leases 51,194 15,485
Principal Payments on Capilal Leases (10,918 (331N
(20,724 TY. 968
MNET INCREASE 1IN CASH 1,132,483 24 B3]
CASH, BEGINNING OF YEAR 36,606 31,775
CASH, ENDING OF YEAR $  LIB90ED % 56,606
SUPPLEMENTAL DISCLOSURES
[mleresl Paid b 2037 % 2,026
Taxes Paid g - 5 -

Sce Accompanying MNotes



[NVISIBLE CHILDREM, INC.
NOTESTO THE FINAMCIAL STATEMENTS
TUNE 30, 2007 AND 2006
Page 9

MOTE | ORGANIZATION

[nvisible Children, [ne. 1= a Califomia nonprolit corporation, frmmed September 9, 2004, The
Crgamzation is classified by the Internal Revenue Service as a tax-caempt 301 (c)(3) organization
and is recognized s a public charity rather than a private foundation. I is the vision of Invizible
Children o change collure, policy, and lives through collisions ol power and poverly. Invisible
Childrens programs in the Uniled States include production of a feature version of Invisible
Children, a National Tour, the Schools for Schools Program, the Displace Me Mational Awareness
Event, and a grazssroots political action campaign. Their programs in Dganda include an Education
Campaign. the implementation of Schools for Schools funds mised and 2 micro-ecconomic Bracelet
Campaign.

MOTE 2 SUMBMARY OF SIGNITFICANT ACCOUNTING POLICIES

Bazis of Accounting - The sccompanying Onancial staternents have been prepaned on the accrual
bazis of accounting in sccordance with generally accepled accounting principles. Nel assels and
revenues, cxpenses, rains, and losses are classifed based on the exislence or absence of donor-
imposed restrictions. Accordingly, net assels of the Qrganization and changes themein ave classifed
and reported Incompliance with SEAS Mo, LT,

Cash - The Organization considers inancial instruments with a lxed maturity date of less than
three months o be cash equivalents.

[nvesiments - [Invesiments in marketable secorilies with readily determinable Fair values and all
invesiments in debl securbies an: valued at their (e values in the siatements of Onancial position.
Unrealized gains and losses are included in the change in net assels.

Prepaid Expenses - Expense ilems of a nalure which will benelit Tuture perods ane charged 1o the
prepaid expense account and are amortized over actual penods benelited.

Property and Equipment - Property and equipment are carmied at cost. Depreciation is computed
veing the siraight-ling method of depreciation over the assels" estimated vselul lives ol lve o seven
years. Maintenance and repairs are changed (o the expense as incorred; major renewals and
betlerments are capilalized. When ilems of propery and equipment are sold or netired., the nelated
cosl and accumulated deprecialion are removed from the accounts, and any gain or loss is included
in Incorme.

Contributions - Contributions received are considered to be unmestricted and available for general
use unless designated by the donor Tor a specilic purpose. All donor-restricled support 3 reported
as an increase in lemporarily restoicled nel assels. When a restriction expires, (that is, when a
stipulated tme restriction ends or purpose restriction is accomplished), lemporarly resticted net
assels are reclassifed o unrestrcied net assets and repocted in the stalement of aclivilies as net
assels melensed [rom resinclions.



MOTE 2

MOTE 3

[INVISIBLE CHILDREN, INC.
NOTESTO THE FINANCIAL STATEMENTS
TUNE 30, 2007 AND 2006

FPage 10

SUMBMARY OF SIGNITFICANT ACCOUNTING POLICIES (Continued)

Donated Services - The Oroanization recognizes the valoe of donated services in accordance with
SFAS 116 by recording the services at their [air value. All donated services recognized must creale
a non-financial aszel or musl requine specialized skills that would have been purchased if they were
nol donated. Dunng the year the Organization had many individoals volunieer substantial time and
effort in order to perform a vanety of tasks in the United States and Afvica to assist the
Organization in i's mission. However, these services do no meel the crteria for recognition as
conlobuled services.

[ncome Taxes - Invisible Children is exempl [rom lederml income laxes under Section 501030 of
the Internal Revenue Code and did not conduct unrelated business activities. Themelore, no
provision has been made for federal income axes in the accompanying linancial stalements.

Functlional Expenses - The costs of providing the various programs and other activities have been
summarized on a funclional basis in the slatement of aclivities. Accordingly, cerlain costs have
been allocated among the programs and supporting services benelited.

Estimates - The preparation ol financial statements in conformity with generally accepted
accounting principles requires management lo make estimales and assumplions that afTect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the Onancial stalements and the reporied amoonts of revenwes and expenses during the
reporting perod. Actual resulls could differ from those estimates.

CASH

Cash consisls of the following:

007 2006

[nrestncted Accounts:

SEL Investmenis - Money Market Fund Foooa00000 % -

Wells Fargo Savings 452,929 (13)

Wells Fargo Operaling [35,340 34,042

Pelly Cash 287 [.216&

Bank of America Checking 286 21z

Wells Fargo Checking 247 [.15]
Total Unrestrictled Cash £ 1189089 i 56,606

The Organization maintains its cash sccounls ab two commercial banks and one investiment
company located in Califormnia. The total balances in the accounts are insured by the Federal
Deposit Insurnnce Corpomation (FDICY up o FLXLO00 per bank. At June 30, 2007 and 2006, the
Organmization had approximately 5997000 and 2 in excess of the FDIC limil, respectively.



[INVISIBLE CHILDREN, INC.
NOTESTO THE FINANCIAL STATEMENTS
TUNE 30, 2007 AND 2006

Page 11

MOTE 4 INVESTMENTS

Equity investments are staled at fir value and consist of the following at June 30, 2007

Cosl Fair Value
[nrestncted:
Mutual Funds - SEL Inwestmenis 5 &l oo 3o 600000

Due o the Organization purchasing the investments at year-end, there were no investment gains or
lovsses at JTune 30, 2007,

MOTES PREPAIDEXPENSES

Prepaid expenses consist of;

2007 2006
[nsurance ] 25608 ¥ 237244
Fent [ 1,800 | 582

5 T4k F 24,826

MOTES PROPERTY ANDEQUIPMENT

Major categories of properly and equipment an: summaried as [ollows:

2007 2006
Compuler Equipment F 370,159 3 Badi3
Transportation Equipment 126,680 -
Wideo BEquipment 105 Ted 57,788
OiThiee BEquipment 3423 -
Furniture 2814 -

612,820 147261
Accumulated Depreciation (2 302 (21.795)

320518 F 125466

MOTE7 NOTEPAYABLE

The Organization had a note payable with a related party for $F70000 with an interest mie of 3.0%:
The note required inlenzst only payments on the debt oulstanding as of the [ist month beginning on
Tanvary 1. 2007, Interest of $2.042 incurred befone Janvary 1, 2007 was recorded as contribution
revenue and interest expense. The nole payable did not have o matority date and was nol secured
by any business asscls. The note payable was paid in full as of June 30, 2007,



[INVISIBLE CHILDREN, INC.
NOTESTO THE FINANCIAL STATEMENTS
TUNE 30, 2007 AND 2006

Page 12

MOTE R CAPITAL LEASES

The Organization has three non-cancellable leases that are reconded as capital leases. The leases
are for three compuler servers, bwo laplops and a compuler monitor with remaining erms of wo Lo
three years. Included in propery and equipment on the accompanying stalement of [inancial
position as of Jone 30, 2007 and 2006 s ecquipment acquived vnder capital leases with capitalized
cosls of §51,194 and §15 485, less sccumulaled depreciation of 39,968 and $3.097, respectively.
[nierest expense on the outstanding obligations under the capital leases was $883 and 3443 [or the
years ended Tune 30, 2007 and 2006, respeclively.

Capital Leases consisl of the Following:

2007 2006

Apple Financial Services
Principal & [nlenest payments of
F431 per month; 3.34% inlerest
Due June, 2008 b 502 3% 0068
Apple Financial Services
Principal & [ntenest payments of
3356 per month; 337 % inlerest
Due Seplember, 2008 0230 -
Apple Financial Services
Principal & [ntenest payments of
31,142 per month; 3.36% inlerest
Due March, 2010 35,942 -

50,244 0,968
Less: Current Porlion (21,771 (4, 806)

5 28473 § 3072

Minimum future oblipations on the capiial leases for the years ended June 30 are as follows:

2008 i 23,146

2009 17,976

2010 11,345

32 467

Less: Amount Representing Interest (2223
50244

Less: Current Portion (217711

5 28473




[INVISIBLE CHILDREN, INC.
NOTESTO THE FINANCIAL STATEMENTS
TUNE 30, 2007 AND 2006

Page 13

MOTEY COMMITMENTS

The Organization leases office space at two different locations. The Spring Valley office lease is a
non-cancelable lease that beoan in October 2006 and expires in three years. The Ocean Beach
oflice lease s o non-cancelable lease that began in Avgust 2006, The Onganization extended the
Owcean Beach oflice lease an additional six months until February 2008,

The Organization leased three locations in the San Diego area under month-to-month lease
Agreements.

Minimum fulure payments under the non-cancelable leases for the years ended June 30 are
approximately as follows:

2008 i 126,000
2008 114,000
2010 28,000

3 268000

The total rent expense for the years ended June 30, 2007 and 20006 was 5169394 and $32,369,
respectively.



