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Board of Directors
Tocus OB ¢ Family Action, 1n¢
Colorado Springs, Colorado
We have audited the accom anying St en pancial pos'm n of s on the Family Action, In¢- as
of September 30, 06, and the related statemen of activities and ca 1 flows 10 the year then ended.
These ﬁnanda\ statements F the respons'\b'ﬁ'\ y of the © ganizad ;ons’ Manage ux spons'sbi\ity is tO
express a0 © inion on fnancial statements ased on OUf audit.
We conduct our audit 19 accordance with US: genera\\y cepted diting St rds. Those standards
require that pla nd perfor™ e audit © obtain 1€as® ble assurance bou hether the financia
statements are fre of erial m\sstatement. An audit includes onsideratio of ernal atrol over
fmanma\ report'mg basis for designinid audi ocedures hat are 2PP oprat he c'xrcumstances, ut
not for the purpose ressing & ion 0 h offectivencss cus on th Family Action, 1n¢:
internal control OVEr ancial 1€PO Accordmg\y we express 10 such opinioR dit also includes
examinings on a test basts, evidence supporting the ounts and & sclosures in the ancial statementss
assessiNg the accounting pr'mcip\es used and significal estimates made by nagement s well as
evaluating the overall fmanesa\ statement presemaﬁon. We believe that out & dit prov Jdes a reason? e
pasts for out opinion
1n oust opinion the nanc'\a\ statements referred to a presem faurly, in all M terial 1€ pects the
ﬁnaﬂc&a\ postion of Bocus O h Family Action, ! s of Septe er 30,20 nd th results of it
activities and its €28 flows fo e year then ended conformity with U:S genera\\ a cepted ccounting
prmc'\p\es
ﬁ - ﬁ Y. 274
\orado
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STATEMENT OF FINANCIAL POSITION:

® |

ASSETS:

Cash and cash equivalents
Accounts receivable
Prepaid expenses

Total Assets

LiABILITIES AND NET ASSETS:

Liabilities:
Accounts payable and accrued expenses

Unrestricted net assets

TortAL LiABILITIES AND NET ASSETS:

See Notes to Financial Statements
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September 30, 2006

$ 2,219,932
377,613
438,378

$ 3,035,923

$ 906,224

2,129,699

$ 3,035,923




STATEMENT OF ACTIVITIES: Year Ended September 30, 2006 (Change in Unrestricted Net Assets)

SuPPORT AND REVENUE:

Contributions $ 6,285,386

Reimburstment income 7,687,706

Membership dues 89,713

Gift-in-kind 469,019

Investment income 160,599

Total Support and Revenue 14,692,423

EXPENSES:

Program services:

Broadcasts 110,351

Resources 587,387

Correspondence 183,985

Public policy awareness 9,562,102

Internet 209,653

Events 19,679

Other ministries 2,126,667

12,799,824

Supporting activities:
General and administrative 1,896,804
Fund-raising 943,635

2,840,439

Total Expenses 15,640,263
Change in Net Assets (947,840)
Net Assets, Beginning of Year 3,077,539
NET AsseTs, END OF YEAR $ 2,129,699

See Notes to Financial Statements

| 2006 Focus on THE FamiLy ActioN, INc. ANNUAL REPORT



STATEMENT OF CAsH FLows:

OPERATING ACTIVITIES:

Change in net assets
Adjustments to reconcile change in net assets
to net cash used by operating activities:
Non-cash contributions
Gains on sale of non-cash contributions
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable and accrued expenses

Net Cash Used by Operating Activities

INVESTING ACTIVITIES:

Proceeds from sale of non-cash contributions
Net Cash Provided by Investing Activities
Net Decrease in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

See Notes to Financial Statements
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Year Ended September 30, 2006
$ (947,840)
(469,019)
(3,342)
209,547

(248,099)
(302,308)

(1,761,061)

472,361

472,361

(1,288,700)

3,508,632

$ 2,219,932




I. NATURE OF ORGANIZATION:

Focus on the Family Action, Inc. (FOFA) was organized as a religious
corporation on April 2, 2004, and is not organized for the private gain of any
person. It is organized under the Colorado Nonprofit Corporation Act for
religious purposes. FOFA was formed for the express purpose of spreading
the gospel of Jesus Christ, and to provide an educational service to parents
and others who are concerned with healthy family living, toward the end of
strengthening the family in its varied dimensions.

FOFA is active in the promotion of social welfare by addressing the Christian
community and the Christian’s responsibility in the public policy arena, both
locally and nationally. This organization uses regular media channels, such

as radio, television, periodicals, the Internet and events to discuss critical
legislation and policy matters that significantly impact Christian worldview
issues. This organization is also a vehicle to discuss practical means for
Christians to become educated and involved in public policy matters. This
organization encourages Christians to be aware of and involved in their civic
duties. FOFA is a membership organization that is supported by members who
are dedicated to the defense of moral values and the institution of the family.
Membership is open to the public and is attained by the annual affirmation of
joining as a member and paying the annual membership dues of $1.

FOFA focuses on policy matters such as: Federal and state constitutional
amendments to protect marriage as an institution between one man and
one woman, the protection of human life in all its various forms, and the
appropriate role of state and Federal judicial systems as designed by the
founding fathers of the United States of America.

FOFA operates under Section 501(c)(4) of the Internal Revenue
Code of 1986.

. SuMMARY OF ACCOUNTING POLICIES:

The financial statements have been prepared on the accrual basis

of accounting. The preparation of financial statements in conformity with
U.S. generally accepted accounting principles requires management to

make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates. The
significant accounting policies are described as follows:

CASH AND CASH EQUIVALENTS

FOFA considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents. Cash and cash
equivalents include amounts held in a non-interest bearing checking
account. These accounts may, at times, exceed federally insured limits.
FOFA has not experienced any losses in such accounts and does not
believe it is exposed to any significant credit risk on cash and cash
equivalents.

ACCOUNTS RECEIVABLE
Accounts receivable consist primarily of receivables from Focus on the Family
(FOF) for various transaction processing. All amounts are considered fully
collectible and therefore there are no allowances for uncollectible amounts.

NET ASSETS
Net assets consist of unrestricted amounts currently available for use in the
ministries of FOFA.

SUPPORT AND REVENUE
Contributions are recognized as income when made, which may be when cash
is received or unconditionally promised, or when ownership of donated assets
is transferred. Contributions and membership dues made to organizations
that have received a 501(c)(4) designation by the Internal Revenue Service,
such as FOFA, are not tax-deductible for federal income tax purposes.

FUNCTIONAL ALLOCATION OF EXPENDITURES
The cost of providing the various programs has been summarized on a
functional basis in the statement of activities. Accordingly, certain costs
have been allocated among the program services and supporting activities

benefited.

ADVERTISING AND PROMOTION
FOFA uses advertising and promotion costs to distribute information
regarding its programs among the audiences it serves. These costs, expensed
as incurred, are as follows:

Advertising $ 243,725
1,352,167

Promotion

s 1595892




3. RETIREMENT PLAN:

FOFA sponsors a defined contribution retirement plan covering substantially all
regular, full-time employees meeting eligibility requirements. FOFA provides a
matching contribution of 3% up to 6% of participant compensation, depending
on years of service. It is FOFA’s policy to fund retirement plan costs accrued.
Total contributions for the year ended September 30, 2006, were $222,497.

. FUNcTIONAL EXPENSES AND

ALLOCATION OF JOINT COSTS:

During the year ended September 30, 2006, FOFA incurred joint costs for
informational materials and activities that included fund-raising appeals. These
programs include various newsletters and magazines, constituent relations and
radio broadcasting. Costs associated with the various programs have been
allocated in the statement of activities according to their functional classification
as follows:

Program services:

Public policy awareness $ 1,953,309
Fund-raising 71,038
$ 2,024,347

5. COMMITMENTS:

FOFA leases office space from FOF under a month-to-month operating lease.
No future minimum payments are required. FOFA also has a royalty agreement
with FOF whereby FOFA pays $36,000 annually to FOF until March 31,

2009. Future minimum payments are as follows:

Years Ending September 30,

2007 $ 36,000
2008 36,000
2009 15,000

$ 87,000

6. RELATED PARTY TRANSACTIONS:

FOFA has common board members and officers, as well as some common
management with FOF. FOFA has a receivable from FOF of $365,381 and a
payable to FOF of $385,359. These amounts are related to services that each
organization performs for the other as well as items such as shared office space
and reimbursements of expenses such as postage. Reimbursement income
reflected on the statement of activities is from FOF. In addition, FOFA paid
$2,892,674 to FOF.

A formal reimbursement policy has been adopted by each organization. This
policy includes FOFA reimbursing FOF for items at fair market value based on
research done and FOF reimbursing FOFA for items at cost. If fair market value
is not readily available, a markup on any goods or services that FOF provides to
FOFA will be reimbursed in order to guarantee that tax-deductible contributions
given to FOF, as an organization exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code, are not used for the activities of FOFA.




We are governed
by an independent
Board of Directors

committed to the
lordship of Jesus Christ
and His principles

for the success of the

traditional family.

James C. Dobson, Ph.D.
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Chairman of the Board of Directors
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Kent Kiefer
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Patrick P. Caruana, M.S.
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Former Vice President at Northrop
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Shirley M. Dobson
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Task Force
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Former Senior Vice President
and CFO of Multimedia, Inc.
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Theological Seminary
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Tom Minnery

Senior Vice President, Public Policy

Diane Passno
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Eric Pillmore
Senior Vice President of

Tyco International

Lee Torrence
Managing Director for IBM
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Daniel L. Villanueva

President, The Villanueva Companies

Del Tackett

Senior Vice President
President, Focus on the Family Institute

Glenn Williams

Senior Vice President, Strengthen

Ron Wilson

Senior Vice President, Human Resources




by Dr. James Dobson

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:

1. This ministry belongs to God, not to James Dobson. It is neither a monument to 7. We will receipt all donations showing the fair market value of any materials
my ego nor a legacy to my memory. Focus on the Family Action does not bear my requested and sent, in order to help contributors determine the tax-deductible
name . . . the buildings do not belong to me . . . we have not founded portion of their gifts. (The Internal Revenue Code permits donors to deduct
James Dobson University. I am merely a fellow servant in the work of the the amount they give to Focus on the Family in excess of the value of materials
kingdom. received from the organization.)

2. The Lord has apparently chosen to place His mantle of approval on the ministry 8. When we make a purchase, we will pay the invoice within 30 days, if possible. We
of Focus on the Family Action. Nevertheless, He gives and sometimes takes away. do not intend to use the vendor’s money.
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 9. We will not try to raise more money than we need.
hand.

10. I will not be the primary fund-raiser.
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. 11. My wife, Shirley, and I will accept no salary for this work and will pay a portion
Therefore, during lean times we will make our obligations known to our friends— of the radio airtime expenses to compensate for the publicity that increases our
but we will not squirm, scratch or claw for contributions. We will never resort to book sales. When our books are offered to listeners through the ministry, we
what we consider to be disrespectful and dishonorable methods of fund-raising, will waive all royalties to allow Focus to obtain the lowest possible price from the
even when the needs are serious. publisher. When we use secretarial or staff assistance for personal reasons, we will

compensate the ministry for that intrusion.
4. We will ask people not to support Focus on the Family Action or any other

Christian program until their obligations to the local church have been met. It is 12. We will never sell or rent our mailing list to those wishing to use the names and
the first line of defense for the family. 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.
5. We will not operate the ministry at a deficit. Although from time to time it We will maintain the tightest security on our list of friends and supporters.
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. 13. We will conform to the standards established by the Evangelical Council for
Financial Accountability—the Christian organization created to ensure ethical
6. We consider the contributions we receive to be “blood money”—sent from loving fund-raising and administration practices.

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 To summarize, we will try to remember always that Jesus Christ is our possessor and

far as possible to serve the needs of today’s families. our dispossessor. He ordained and blessed this ministry. It belongs entirely to Him.
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