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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Board of Directors
World Missionary Press, Inc.
New Paris, Indiana

We have audited the accompanying balance sheet of World Missionary Press, Inc. as of September 30, 2006, and
the related statements of activities and cash flows for the year then ended. These financial statements are the
responsibility of the Organization's management. Our responsibility is to express an opinion on these financial
statements based on our audit. The financial statements of World Missionary Press, Inc. as of and for the year
ended September 30, 2005, were audited by Stauffer & Company, LLC, independent accountants, whose members
became members of McGladrey & Pullen, LLP on February 1, 2006. Stauffer & Company, LLC's report, dated
October 28, 2005, expressed an unqualified opinion on those statements.

We conducted our audit 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 audit provides 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 World Missionary Press, Inc. as of September 30, 2006, and the changes in its net assets and its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United States of America.

/%4%447 / Sl | Lo

Goshen, Indiana
October 31, 2006

McGladrey & Pullen, LLP is a member firm of RSM International —
an affiliation of separate and independent legal entities.
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World Missionary Press, Inc.

Notes to Financial Statements

Note 1. Nature of the Organization and Significant Accounting Policies
Nature of the Organization:

World Missionary Press, Inc. (the Organization) was established in 1961 to publish and distribute Scripture booklets,
Bible studies, and other gospel literature worldwide at no cost to the recipient, relying on contributions to support
operations. The Organization is exempt from federal and state income taxes under Section 501(c)(3) of the Internal
Revenue Code and similar state statutes, and has been determined by the Internal Revenue Service not to be a
private foundation. Contributions to the Organization are deductible to the donor.

Significant accounting policies:
Basis of accounting:

The Organization's accounts are maintained in accordance with the principles of fund accounting. Resources for
various purposes are classified for accounting and reporting purposes into funds established according to their nature
and purposes. Separate accounts are maintained for each fund; accordingly, all financial transactions have been
recorded and reported by fund.

The assets, liabilities, and net assets of the Organization are reported on the accrual basis in three self-balancing
funds, as follows:

The General Fund includes restricted and unrestricted resources and presents the portion of expendable
funds that is available for support of program services (production and shipping) and supporting activities
(development and general).

The Stewardship Fund includes rental properties and revocable life loans, the proceeds from which are
invested primarily in rental properties for Organization workers.

The Annuity Fund includes gift annuity agreements whereby the Organization accepted a principal sum from
an individual and, in return, pays the individual a fixed sum for life, or for two lives in the case of joint gift
annulities, at rates consistent with Revenue Rule 72-438 of the Internal Revenue Service. The liability for
annuities payable is the present value of all future annuity payments based upon the life expectancy of the
annuitant and the anticipated rate of return of funds invested. The difference between the total payments and
the reduction in the computed liability each year is netted to unrestricted income for the Annuity Fund.

Basis of reporting:

The Organization prepares its financial statements on the accrual basis of accounting wherein revenue and expenses
are recognized in the period earned or incurred.

Revenue and support:
Contributions received by the Organization are recorded as either unrestricted or temporarily restricted, depending on

the existence and/or nature of any donor restrictions. Contributions are included in income in the period the gifts are
pledged or received.



World Missionary Press, Inc.

Notes to Financial Statements

All donor-restricted support is reported as an increase in temporarily restricted net assets. When a restriction expires
(that is, when a stipulated time restriction ends or purpose restriction is accomplished), temporarily restricted net
assets are reclassified to unrestricted net assets and reported in the Statements of Activities as net assets released
from restrictions.

Cash and cash equivalents:

The Organization considers all highly liquid investments purchased with a maturity of three months or less to be cash
and cash equivalents.

Inventories:

Inventories of raw materials and printing supplies are stated at the lower of cost (first-in, first-out) or market. The cost
of materials used is charged to expense when the materials enter production since the finished product is distributed
at no charge to the recipient.

Property and equipment:

Property and equipment are stated at cost, or for donated property and equipment, at fair market value as of the date
of donation and include expenditures for new additions and repairs that substantially increase the useful lives of
existing property and equipment. Normal repairs and maintenance are recorded as operating expenditures. When
properties are retired or otherwise disposed of, the related cost and accumulated depreciation are removed from the
respective accounts and any gain or loss on disposition is credited to or charged against operations for the period.

Donations of property and equipment are reported as increases in unrestricted net assets unless the donor has
restricted the donated asset to a specific purpose. Assets donated with explicit restrictions regarding their use and
contributions of cash that must be used to acquire property and equipment are reported as restricted contributions.
Absent donor stipulations regarding how long those donated assets must be maintained, the Organization reports
expirations of donor restrictions when the donated or acquired assets are placed in service as instructed by the
donor. The Organization reclassifies temporarily restricted net assets to unrestricted net assets at that time.

Depreciation is computed on the straight-line method over the estimated useful lives of the assets as follows:

Years
Buildings 10-40
Machinery and equipment 5-20
Furniture, fixtures and office equipment 3-10

Investments:

Investments include certificates of deposit, money market funds, and bonds with readily determinable fair values and
are stated at fair value based on quoted market prices. Donated securities are recorded at fair value on the date of
donation.



World Missionary Press, Inc.

Notes to Financial Statements

Donated materials and services:

Donated materials are recorded as contributions in the accompanying statements at fair market value at date of
receipt. No amounts have been reflected in the financial statements for donated services. The Organization pays
for services requiring specific expertise. However, many individuals volunteer their time and perform a variety of
tasks that assist the Organization with specific programs and supporting activities.

Functional allocation of expenses:

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

Reclassifications:

Certain revenues on the statement of activities for the year ended September 30, 2005 have been reclassified, with
no effect on net income, to be consistent with the classifications adopted for the year ended September 30, 2006.

Concentration of credit risk:

The Organization maintains deposits in federally insured financial institutions. At various times throughout the year
these deposits may exceed federally insured limits; however, management monitors the soundness of these financial
institutions and feels the Organization’s risk is negligible.

Use of estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Note 2. Inventories

Inventories at September 30, 2006 and 2005 are composed of the following:

2006 2005

Paper, ink, and printing supplies $ 86,099 $ 99,522




World Missionary Press, Inc.

Notes to Financial Statements

Note 3. Investments

Investments as of September 30, 2006 and 2005 consisted of the following:

2006 2005
Certificates of deposits with maturity dates of
one year or less from date of purchase $ 135000 § 50,000
Certificates of deposits with maturity dates
greater than one year from date of purchase 26,000 26,000
Bonds held at fair value 1,030 1,030

$ 162,030 § 77,030

Note 4. Charitable Gift Annuities

The Organization has in the past received assets from various individuals under agreements which require World
Missionary Press, Inc. to pay the donors varying amounts during their lifetimes. These assets were recognized at
their fair market value at the time of their receipt. An actuarial present value of the assets based on the donor's
present age is used to determine the obligation. The value of the gifts received was based on the value of the assets
less the obligation at the time the gifts were received. The total annuity obligation as of September 30, 2006 and
2005 was $397,364 and $417,297, respectively.

During the year ended September 30, 1991, the Organization's Board of Directors approved a policy to begin
reinsuring all of its gift annuities. The present value of the reinsured gift annuities at September 30, 2006 and 2005, is
$401,696 and $423,148, respectively, and has been reported as a long-term asset in the Organization's balance
sheet.



World Missionary Press, Inc.

Notes to Financial Statements

Note 5.

Property and Equipment

Property and equipment assets for the years ended September 30, 2006 and 2005 are as follows:

General Fund:

Land

Buildings

Machinery and equipment

Furniture, fixtures, and
office equipment

Stewardship Fund:

Land

Buildings

Machinery and equipment
Furniture and fixtures

General Fund:

Land

Buildings

Machinery and equipment

Furniture, fixtures, and
office equipment

Stewardship Fund:

Land

Buildings

Machinery and equipment
Furniture and fixtures

2006

Balance Additions Balance
September and September  Accumulated  Net Book
30, 2005 (Disposals) 30, 2006 Depreciation Value
$ 2879 $ $ 2879 § - $ 2,879
514,477 38,383 552,860 291,307 261,553
833,139 20,294 853,433 468,252 385,181
208,199 6,818 215,017 189,502 25,515
$ 1558694 $ 65495 $1624189 $ 949061 §$ 675128
$ 33675 $ $ 33675 § - $ 33675
495,936 (12,780) 483,156 314,786 168,370
4,388 4,388 4,388 -
13,156 13,156 12,867 289
$ 547155 $ (12780) $ 534375 $ 332041 $ 202,334

2005

Balance Additions Balance
September and September  Accumulated Net Book
30, 2004 {Disposals) 30, 2005 Depreciation Value
$ 2879 § - $ 2879 § - $ 2,879
504,998 9,479 514,477 277,552 236,925
808,776 24,363 833,139 486,768 346,371
208,591 (392) 208,199 192,246 15,953
$ 1525244 § 33450 $ 1558694 $ 956566 $ 602,128
$ 33675 $§ - $ 33675 § - § 33675
494,064 1,872 495,936 316,954 178,982
4,388 4,388 4,388 -
13,156 - 13,156 12,831 325
$ 545283 § 1872 § 547155 § 334173 § 212982




World Missionary Press, Inc.

Notes to Financial Statements

Note 6. Notes Payable

At September 30, 2006 and 2005, the Organization has unsecured notes payable to various individuals as follows:

2006 2005
Stewardship Fund:
*Payable within 30 days of demand, non-interest bearing $ 20,500 $ 20,500
*Payable within 30 days of demand, 2.55% to 6.0% 48,382 48,228
$ 68,882 § 68,728

* Includes revocable life loans, 0% to 6.0%, unsecured; the notes are canceled if not called by the
lender during his lifetime. Revocable life loans at September 30, 2006 and 2005 were $61,382 and
$61,228, respectively, in the Stewardship Fund.

Interest expense for the years ended September 30, 2006 and 2005, was $1,991 and $1,696, respectively, in the
Stewardship Fund.

Note 7. Restrictions on Net Assets

Temporarily restricted net assets are available for the following purposes:

2006 2005
Specified booklets $ 11,600 §$ 11,600
Building - 6,221
Term endowments 27,000 27,000
$ 38,600 $ 44,821
Note 8. Description of Leasing Arrangements

The Organization owns several properties it leases as low rental housing to its workers or others in Christian ministry
on a month-to-month basis. The Organization is responsible for all property taxes and maintenance on these units.
A schedule of the properties held for lease is shown as property and equipment in the Stewardship Fund in Note 5.
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