COMPASSION & CHOICES,
COMPASSION IN DYING FEDERATION AMERICA
AND

COMPASSION & CHOICES ACTION NETWORK

Combined Financial Statements
and Independent Auditors’ Report

June 30, 2006



Yo “se oo BAILEY
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Certified Public Accountants

Independent Auditors’ Report

Compassion & Choices, Compassion in Dying Federation of America,
and Compassion & Choices Action Network
Denver, Colorado

We have audited the accompanying combined statement of financial position of Compassion & Choices,
Compassion in Dying Federation of America, and Compassion & Choices Action Network as of June 30,
2006, and the related combined statements of activities and cash flows for the year then ended. These
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 auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. 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 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 combined financial statements referred to above present fairly, in all material respects,
the combined financial position of Compassion & Choices, Compassion in Dying Federation of America,
and Compassion & Choices Action Network as of June 30, 2006, and the changes in its net assets and cash
flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The supplementary information on pages 11 to 16 is presented for purposes of additional analysis
and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit 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.

Bailey Saetveit & Co., P.C.
- e :
[ga(/@%mfaf/zf g« &), (p C .

September 9, 2006

6312 S. Fiddler's Green Circle, Suite 520N ¢ Greenwood Village, CO 80111
www.baileysaetveit.com * (303) 799-4100 * Fax: (303) 790-8100 ¢ cpas@baileysaetveit.com



COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA

AND COMPASSION & CHOICES ACTION NETWORK

Current assets:
Cash and cash equivalents
Other receivables
Investments
Book inventory
Prepaid expenses

Total current assets
Property and equipment, net
Other assets:

Intangible assets
Deposits

Total other assets

Total assets

Current liabilities:
Accounts payable
Accrued payroll and payroll taxes
Accrued liabilities

Total current liabilities
Gift annuity payments due

Total liabilities

Net Assets:

Unrestricted
Temporarily restricted

Total net assets

Total liabilities and net assets

Combined Statement of Financial Position

June 30, 2006

ASSETS

LIABILITIES AND NET ASSETS

See notes to financial statements.
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$ 1,560,659
590,472
909,819

3,219
37,292

3,101,461

176,807

7,010
14,523

21,533

$ 3,299,801

$ 19,882
119,133
14,033

153,048
336,150

489,198

2,494,234
316,369

2,810,603

$ 3,299,801




COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA
AND COMPASSION & CHOICES ACTION NETWORK

Combined Statement of Activities
For the Year Ended June 30, 2006

Support and revenue:

Contributions $ 4,916,196
Membership fees 581,279
Sales 5,916
Investment income 60,301
Unrealized loss on investments (1,364)
Loss on disposal of property and equipment (798)
Total support and revenue 5,561,530
Expenses:
Programs 4,234,267
General and administrative 382,842
Fund raising 343,390
Total expenses 4,960,499
Increase in unrestricted net assets 601,031
Net assets released from restrictions 111,581
Unrestricted net assets at the beginning of the year 1,781,622
Unrestricted net assets at the end of the year $ 2,494234
TEMPORARILY RESTRICTED NET ASSETS
Contributions $ 307,484
Net assets released from restrictions (111,581)
Temporarily restricted net assets at beginning of year 120,466
Temporarily restricted net assets at end of year $ 316,369
UNRESTRICTED AND TEMPORARILY RESTRICTED NET ASSETS
Change in net assets $ 908,515
Net assets at beginning of year 1,902,088
Net assets at end of year $ 2,810,603

See notes to financial statements.
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COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA

AND COMPASSION & CHOICES ACTION NETWORK

Combined Statement of Cash Flows
For the Year Ended June 30, 2006

Operating activities:
Change in net assets
Adjustments to reconcile change in net assets to
cash provided by operating activities:
Depreciation
Unrealized gains on investments
Loss on sale of investments
Loss on disposal of property and equipment
Changes in assets and liabilities:
Other receivables
Book inventory
Prepaid expenses
Deposits
Intangibles
Accounts payable
Accrued payroll and payroll taxes
Accrued liabilities

Net cash provided by operating activities

Investing activities:
Proceeds from sale of investments
Purchase of investments
Purchase of office furniture and equipment

Net cash provided by investing activities
Financing activities:

Proceeds from gift annuity liabilities
Principal payments on gift annuities

Net cash used for financing activities
Net increase in cash and cash equivalents
Beginning cash and cash equivalents

Ending cash and cash equivalents

Supplemental disclosure of cash flow information:

Cash paid during the year for:
Interest
Income taxes

See notes to financial statements.
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$ 908,515

73,681
1,364
760
798

(582,535)
(1,219)
24,230

2,055
(2,343)
(68,479)
(15,689)

14,033

355,171

291,022
(235,184)
(16,065)

39,773

32,853
(55,049)

(22,196)

372,748
1,187,911

$ 1,560,659

33,203
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COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA
AND COMPASSION & CHOICES ACTION NETWORK

Notes to Combined Financial Statements
June 30, 2006

1. Summary of Significant Accounting Policies

Organization

Compassion & Choices and Compassion in Dying Federation of America (Compassion in Dying) are
nonprofit Organizations whose mission is to advance patients’ rights through laws that allow mentally
competent, terminally ill adults the legal choice of physician aid-in-dying. Compassion & Choices and
Compassion in Dying seek to achieve this goal by advocating patient’s rights, educating the public
about the issues surrounding physician aid-in-dying, and empowering patients so they can make
informed choices.

Compassion & Choices Action Network (formerly known as End-of-Life Choices) is a nonprofit
Organization whose mission is to advance education on end-of-life choices through promoting
memberships and periodicals. Compassion & Choices Action Network’s mission is also to engage in
programs to advance legislation which will permit terminally ill individuals of sound mind to receive
physician aid-in-dying. Compassion & Choices Action Network has independently governed chapters,
which are located throughout the United States.

The three Organizations are considered to be under common control as defined by generally accepted
accounting principles because a majority of the Board of Directors of Compassion & Choices also
serves on the Board of Directors of Compassion in Dying and Compassion & Choices Action
Network. Compassion & Choices, Compassion in Dying and Compassion & Choices Action Network
are presenting combined financial statements for the year ended June 30, 2006.

Basis of Accounting and Presentation

The financial statements of Compassion & Choices, Compassion in Dying and Compassion & Choices
Action Network are prepared on the accrual basis of accounting.

Financial statement presentation follows the recommendations of the Financial Accounting Standards
Board in its Statement of Financial Accounting Standards (“SFAS”) No. 117, Financial Statements of
Not-for-Profit Oreanizations. Under SFAS No. 117, the Organizations are required to report
information regarding their financial position and activities according to three classes of net assets:
unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Organizations consider all unrestricted highly liquid
debt instruments purchased with an original maturity of three months or less to be cash equivalents.
Book Inventory

Inventory consists of books and other items held for resale and are stated at the lower of cost or
market. Inventory value is determined by specific identification.



COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA,
AND COMPASSION & CHOICES ACTION NETWORK

Notes to Combined Financial Statements, Continued
June 30, 2006

1. Summary of Significant Accounting Policies, continued

Property and Equipment

Property and equipment is recorded at cost. Depreciation is provided over estimated useful lives of
five to thirty-nine years using the straight-line method.

The cost and accumulated depreciation of property sold or retired is removed from the related asset and
accumulated depreciation accounts, and any resulting gain or loss is recorded in the combined
Statement of Activities. Maintenance and repairs are included as expenses when incurred.

Investments

All current investments in equities, mutual funds, and in debt securities are classified as available-for-
sale and reported at fair market value in the combined Statement of Financial Position. The unrealized
gain or loss on investments is reflected in the combined Statement of Activities.

Revenue Recognition

Members pay dues on an annual basis and the dues are not subject to refunds or cancellation. Revenue
is recognized when membership fees are received.

A gift annuity is an agreement between a donor and a charitable organization in which a donor transfers
an asset to a charitable organization, and the charitable organization returns to the donor a percentage
of the value. Because the agreement is between the donor and the charitable organization, Compassion

' & Choices is responsible for maintaining the quarterly annuity payments. See Note 8 which provides a
summary of the annuities Compassion & Choices administers.

In general terms, donors who establish a charitable gift annuity receive an immediate income tax
deduction. The value of the charitable gift is recognized as income by the charity. The difference
between the fair market value of the asset on the date of the gift and the value of the charitable gift is a
liability set up by the charitable organization for the annuity payments intended to benefit the donors
during their lifetime. Compassion & Choices establishes a reserve account to ensure payments to the
donor will be made in accordance with the agreement.

Contributions

Contributions and unconditional promises to give are recorded at estimated fair value as unrestricted,
temporarily restricted, or permanently restricted support when received, depending on the existence
and/or nature of any donor restrictions. When a time restriction ends or a purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted and reported in the
statement of activities as net assets released from restrictions. Temporarily restricted contributions
whose restrictions are met in the same accounting period are reported as unrestricted contributions.



COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA,
AND COMPASSION & CHOICES ACTION NETWORK

Notes to Combined Financial Statements, Continued
June 30, 2006

1. Summary of Significant Accounting Policies, continued

Donated Services

The Organizations receive a significant amount of donated services from unpaid volunteers who assist
in fund-raising and program activities. No amounts have been recognized in the statement of activities
because the criteria for recognition under SFAS No. 116, Accounting for Contributions Received and
Contributions Made, have not been satisfied.

Contributions of donated services that require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by donation, are
recorded at their fair values in the period received.

Expense Allocation

The costs of providing various programs and other activities have been summarized on a functional
basis in the statement of activities. Accordingly, certain costs have been allocated among the programs
and supporting services benefited.

Advertising

The Organizations did not incur any direct response advertising costs in 2006 to be capitalized and
deferred to future periods. Total advertising expense for the year ended June 30, 2006 was
approximately $1,000.

Income Taxes

Compassion & Choices and Compassion in Dying are exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code; they are subject to tax only on their unrelated business

income.

Compassion & Choices Action Network is exempt from federal income taxes under Section 501(c)(4)
of the Internal Revenue Code; it is subject to tax only on its unrelated business income.

Use of Estimates

The preparation of financial statements in conformity with 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.

2. Pledges Receivable

Pledges receivable represent promises to give which have been made by donors but have not yet been
received by the Organizations. Promises to give mainly consist of funds to be received from decedent
estates once the estates are finalized. The Organizations consider pledges receivable fully collectible;
accordingly, no allowance for uncollectible pledges has been provided.
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COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA,
AND COMPASSION & CHOICES ACTION NETWORK

Notes to Combined Financial Statements, Continued

June 30, 2006
Investments
Investments consist of the following at June 30, 2006:
Fair Unrealized
Market Gain
Cost Value (Loss)
Current assets:
Equities $ 90,483 $ 88,650 $ (1,833)
Mutual funds 423,907 442,033 18,126
Debt securities 391,861 379,136 (12,725)
$ 906,251 $ 909,819 $ 3,568
Property and Equipment
Property and equipment consists of the following at June 30:
Furniture and office equipment $ 437,655
Less accumulated depreciation (260,848)
$ 176,807

Depreciation expense was $73,681 for the year ended June 30, 2006.

Employee Benefit Plan

The Organizations sponsor a 401(k) profit-sharing plan, which covers all employees, as defined in
the plan document. The Organizations are required to match 100% of the employees’ contributions
up to 5% of gross salary. The Organizations made contributions of $33,295 for the year ended June
30, 2006.

Temporarily Restricted Net Assets

Temporarily restricted net assets at June 30, 2006 are comprised of the following:

Restricted to membership and development $ 187,914
Restricted to physician education 67,794
Restricted to operating costs for Advanced Directives in Florida 51,776
Restricted to plaintiff prospecting in Hawaii 8,885

Total temporarily restricted net assets $ 316,369



COMPASSION & CHOICES, COMPASSION IN DYING FEDERATION OF AMERICA,
AND COMPASSION & CHOICES ACTION NETWORK

Notes to Combined Financial Statements, Continued
June 30, 2006

7. Commitments and Contingencies
Facility Leases

The Organizations lease office facilities under operating leases expiring in April, 2010. Future
minimum rental payments are as follows:

Year Ended June 30 Amount
2007 $ 199,259
2008 147,773
2009 151,906
2010 116,771
$ 615,709

Rent paid for the year ended June 30, 2006 was $189,833.

Concentration of Credit Risk

Financial instruments which potentially subject the Organizations to concentrations of credit risk
include cash deposits with a commercial bank and two brokerage firms. The Organizations maintain
significant cash balances at banks. Accounts at the institution are insured by the Federal Deposit
Insurance Corporation (FDIC) up to $100,000.

As of June 30, 2006, the balances exceeded FDIC insured limits by approximately $710,000 for
Compassion & Choices. Additionally, Compassion & Choices and Compassion in Dying hold cash
in money market funds held at the brokerage firms which are not FDIC insured. The amounts in the
money market funds held by brokers total $712,681 and $34,503 at June 30, 2006, respectively.
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SUPPLEMENTARY INFORMATION






