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Narcotics Anonymous World Services
Consolidated Statement of Financial Position
Exhibit A

See accompanying notes to consolidated financial statements.



NA World Services, Inc. O Annual Report FY 2018

o1

Narcotics Anonymous World Services
Consolidated Statement of Financial Position
Exhibit B

Years Ended

June 30, 2018 June 30, 2017 June 30, 2016
Revenues, gains and other support:
Sales of publications and program materials $ 9,910,454 $ 10,308,835 $ 9,921,371
Less discounts and cost of sales 2,964,450 2,988,512 3,013,802
Net sales of publications and program materials 6,946,004 7,320,323 6,907,569
Convention registration and other revenue 741 1,196 4,436
Fellowship contributions 1,000,300 1,189,265 1,018,092
Interest 6,777 3,782 3,753
Other 35,282 30,533 32,210
Total revenues, gains and other support 7,989,104 8,545,099 7,966,060
Expenses:
Literature production and distribution 2,331,097 2,302,818 2,062,147
World Service Conference support 1,937,029 1,694,297 1,968,287
Fellowship development 3,142,295 3,001,405 2,959,648
Events 445,104 173,477 550,517
7,855,525 7,171,997 7,540,599
Depreciation and amortization 344,216 324,687 281,797
Total expenses 8,199,741 7,496,684 7,822,396
Change in net assets (210,637) 1,048,415 143,664
Unrestricted net assets:
Beginning of year 6,986,194 5,937,779 5,794,115
End of year $ 6,775,557 $ 6,986,194 $ 5,937,779

See accompanying notes to consolidated financial statements.
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Narcotics Anonymous World Services
Consolidated Statement of Financial Position
Exhibit C-1
Year Ended June 30, 2018
Literature World Service
Production and Conference Fellowship
Distribution Support Development Events Total
Expenses:
Salaries, wages and
payroll taxes $ 1,154,525 $ 661,927 $ 1,046,769 $ 215,511 $ 3,078,732
Employee health benefits 208,309 119,430 188,867 38,884 555,490
Retirement contribution 37,251 21,357 33,774 6,953 99,335
Contract labor 170 98 155 32 455
Convention expense - - - 38,361 38,361
Occupancy’ 339,077 158,689 250,950 51,666 800,382
Travel 46,389 8,065 5,478 1,035 60,967
Conferences - 479,707 - - 479,707
Worldwide workshops - - 308,658 - 308,658
Telephone 53,652 30,760 48,645 10,015 143,072
Postage 13,768 8,975 12,483 2,570 37,796
Office expense 42,704 24,404 38,718 7,971 113,797
Professional fees 79,614 17,841 28,214 5,809 131,478
Equipment leases 209,404 120,059 189,860 39,089 558,412
Computer expense 103,129 59,127 93,503 19,251 275,010
Insurance 22,347 12,812 20,261 4172 59,592
Developmental literature - - 103,976 - 103,976
Free publications 29,655 90,560 - 120,215
Free literature - 1,263 189,842 - 191,105
Currency conversion - - 277,977 - 277,977
Public relations - - 43,977 - 43,977
Workgroups 484 - - - 484
World Board - 171,234 - - 171,234
Fellowship assistance - - 151,244 - 151,244
Website expense 7,729 4,432 7,008 1,443 20,612
Other operating
expenses 12,545 7,194 11,376 2,342 33,457
2,331,097 1,987,029 3,142,295 445,104 7,855,525
Depreciation and
amortization 129,081 74,007 117,033 24,095 344,216
Total expenses $§ 2460,178 $ 2011,036 $ 3,259,328 $ 469,199 $ 8,199,741

See accompanying notes to consolidated financial statements.
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Narcotics Anonymous World Services
Consolidated Statement of Financial Position
Exhibit C-2
Year Ended June 30, 2017
Literature World Service
Production and Conference Fellowship
Distribution Support Development Events Total
Expenses:
Salaries, wages and
payroll taxes $ 1,128,949 $ 797,791 $ 993,476 $ 90,316 $ 3,010,532
Employee health benefits 188,968 133,537 166,292 15,118 503,915
Retirement contribution 28,406 20,074 24,998 2,272 75,750
Contract labor 20,269 14,323 17,837 1,622 54,051
Convention expense - - - 3,011 3,011
Occupancy 368,641 193,763 241,290 21,935 825,629
Travel 5,636 4,186 6,544 451 16,817
Conferences - 26,010 - - 26,010
Worldwide workshops - - 205,372 - 205,372
Telephone 49,390 34,903 43,463 3,951 131,707
Postage 8,921 7,222 7,851 714 24,708
Office expense 43,259 30,570 38,068 3,461 115,358
Professional fees 105,232 24,415 30,403 2,764 162,814
Equipment leases 186,337 131,678 163,977 14,907 496,899
Computer expense 115,588 81,682 101,717 9,247 308,234
Insurance 25,242 17,838 22,213 2,019 67,312
Developmental literature - - 59,196 - 59,196
Free publications - 12,043 71,588 - 83,631
Free literature - 567 369,204 - 369,771
Currency conversion - - 125,197 - 125,197
Public relations - - 92,750 - 92,750
Workgroups 6,860 15 2 - 6,877
World Board - 148,755 - - 148,755
Fellowship assistance - - 201,382 - 201,382
Website expense 14,554 10,285 12,807 1,164 38,810
Other operating :
expenses 6,566 4,640 5,778 525 17,509
2,302,818 1,694,297 3,001,405 173,477 7,171,997
Depreciation and
amortization 121,758 86,042 107,147 9,740 324,687
Total expenses $ 2424576 $ 1,780,339 $ 3,108552 $ 183217 $ 7,496,684

See accompanying notes to consolidated financial statements.



See accompanying notes to consolidated financial statements.

54 NA World Services, Inc. O Annual Report FY 2018
Narcotics Anonymous World Services
Consolidated Statement of Financial Position
Exhibit C-3
Year Ended June 30, 2016
Literature World Service
Production and Conference Fellowship
Distribution Support Development Events Total
Expenses:
Salaries, wages and
payroll taxes $ 1,085,741 $ 636,241 $ 1,006,148 $ 281,130 $ 2,959,260
Employee health benefits 184,277 113,198 179,011 50,018 526,504
Retirement contribution 25,748 15,817 25,013 6,989 73,567
Contract labor 36,930 22,685 35,874 10,024 105,513
Convention expense - - - 18,199 18,199
Occupancy 255,376 136,852 216,416 60,469 669,113
Travel 2,594 21,139 2,520 704 26,957
Conferences - 521,379 - - 521,379
Worldwide workshops - - 236,595 - 236,595
Telephone 40,080 24,620 38,934 10,879 114,513
Postage 2,933 2,463 2,850 796 9,042
Office expense 43,974 31,190 42,718 11,936 129,818
Professional fees 101,773 20,513 32,438 9,064 163,788
Equipment leases 171,594 105,407 166,691 46,575 490,267
Computer expense 96,121 59,046 93,374 26,090 274,631
Insurance 20,413 12,540 19,830 5,541 58,324
Developmental literature - - 46,065 - 46,065
Free publications - 14,336 126,706 - 141,042
Free literature - - 240,132 - 240,132
Currency conversion - - 213,939 - 213,939
Public relations - - 83,849 - 83,849
Workgroups - - 1 - 1
World Board - 203,468 - - 203,468
Fellowship assistance - - 107,224 - 107,224
Website expense 24,863 15,273 24,153 6,748 71,037
Other operating
expenses 19,730 12,120 19,167 5,355 56,372
2,062,147 1,968,287 2,959,648 550,517 7,540,599
Depreciation and
amortization 98,629 60,586 95,811 26,771 281,797
Total expenses $ 2160776 $ 2028873 $ 3,055,459 $ 577,288 $ 7,822.396



NA World Services, Inc. O Annual Report FY 2018 55

Narcotics Anonymous World Services
Consolidated Statement of Financial Position
Exhibit D

Years Ended
June 30, 2018 June 30, 2017 June 30, 2016

Cash flows from operating activities:
Change in net assets $ (210,637) $ 1,048,415 $ 143,664
Adjustment to reconcile change in net assets to
net cash provided by operating activities:

Depreciation and amortization 344,216 324,687 281,797
(Increase) decrease in assets:
Accounts receivable (817,669) (170,873) (30,979)
Publication inventory 93,686 (153,032) (56,747)
Prepaid expenses 98,056 (56,693) (66,725)
Deposits (288,977) (3,827) (42,709)
Increase (decrease) in liabilities:
Accounts payable and lease buyout 673,483 164,054 (192,040)
Accrued salaries and withholdings payable 23,955 (99,967) 18,637
Deferred convention revenue 1,996,914 - 5
Net cash provided by operating activities 2,413,027 1,052,764 54,898
Cash flows from investing activities:
Purchases of investments (666,298) (207,670) (495,415)
Proceeds from the sale of investments 458,079 213,881 328,733
Purchases of furniture and equipment (64,169) (141,030) (131,720)
Purchases of leasehold improvements (52,417) (47,789) (45,635)
Payments to secure copyrights and trademarks
and purchase software (231,556) (309,237) (213,517)
Net cash (used) by investing activities (556,361) (491,845) (557,554)
Net increase (decrease) in cash and cash equivalents 1,856,666 560,919 (502,856)

Cash and cash equivalents:

Beginning of year . 3,155,165 2,594,246 3,096,902
End of year $ 5011,831 $ 3,155,165 $ 2594246

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statement

Independent Auditors’ Report
Years Ended June 2018, 2017, and 2016

NOTE 1 - ORGANIZATION AND NATURE OF ACTIVITIES

Narcotics Anonymous World Services, Inc. (NAWS) was incorporated on January 25, 1977 and is headquartered in Chats-
worth, California. In addition, NAWS operates literature distribution facilities in India and Toronto, Canada, and offices
in Brussels, Belgium, and Iran. NAWS’ Iranian service office is known as Payam Omega. NAWS is a not-for-profit organi-
zation that provides communications and information for the Fellowship of Narcotics Anonymous (NA). NAWS achieves
its purpose by maintaining correspondence with NA groups and service committees, by printing and distributing World
Services Conference (WSC) approved literature, and by maintaining the archives and files of NA.

In 1993, NA established the Fellowship Intellectual Property Trust (the Trust). The Trust was established for the purpose
of holding and administering all recovery material and other intellectual properties of NA. The Trust is included in the
consolidated financial statements of NAWS as a result of common control.

NAWS is exempt from income tax under Section 501(c)(3) of the Internal Revenue Code and under the California Rev-
enue and Taxation Code. The Trust is also exempt under the applicable Internal Revenue Code and comparable California
Revenue and Taxation Code. In addition, the Internal Revenue Service has determined that NAWS and the Trust are not
private foundations within the meaning of Section 509(a) of the Internal Revenue Code. Therefore, no provision for fed-
eral and state income taxes was made for either NAWS or the Trust.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Consolidation Policy and Basis of Accounting: The accompanying consolidated financial statements include the
accounts of NAWS and the Trust. Significant intercompany balances and transactions are eliminated in consolida-
tion. The consolidated financial statements are prepared on the accrual basis of accounting,.

B. Financial Statement Presentation: Under U.S. generally accepted accounting principles (GAAP) not-for-profit
organizations are required to report information regarding financial position and activities according to three
classes of net assets: unrestricted net assets, temporarily restricted net assets and permanently restricted net assets.
As of June 30, 2018, 2017 and 2016, NAWS held no temporarily or permanently restricted net assets.

C. Cash and Cash Equivalents: NAWS considers all funds held in checking, savings and money market accounts to
be cash and cash equivalents. Short term investments with initial maturities of 90 days or less are also considered
cash equivalents.

D. Investments: NAWS investments are reported at fair value. Investments include certificates of deposit, equities and
government securities. See Note 5.

E.  Publication Inventory: Publications and other items held for resale are included in inventory and are carried at the
lower of cost or market, with cost determined by the first-in, first-out method.

F.  Property and Equipment: Leasehold improvements and furniture and equipment are stated at cost. Major additions
are capitalized while replacements, maintenance and repairs that do not improve or extend the useful life of the
asset are expensed. Depreciation and amortization are computed using the straight-line method over the estimated
useful lives of the related assets, which are as follows:

Leasehold improvements 5 years
Furniture and equipment 5 - 10 years

Depreciation and amortization expense related to property and equipment for the years ended June 30, 2018, 2017,
and 2016 amounted to $146,838, $150,492 and $136,095, respectively.

G. Trademarks and Copyrights: The cost of acquiring and defending copyrights and trademarks is capitalized and is
amortized over the approximate economic life of the copyright or trademark, which is estimated to be ten years. The
cost of computer software is also capitalized and amortized over a period of seven years. Amortization expense related
to trademarks and copyrights for the years ended June 30, 2018, 2017 and 2016 amounted to $197,378, $174,195 and
$145,702, respectively.

H. Accounts Receivable and Allowance for Doubtful Accounts: Accounts receivable are reported net of an allowance for
doubtful accounts. The allowance is based on management’s estimate of the amount of receivables that will actually
be collected. Management estimates uncollectible accounts based on the age of the receivable and other factors.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L Translation of Foreign Financial Statements: Financial operations in Canada, Europe and the Middle East are
translated throughout the year to United States dollars. Gains or losses resulting from translating foreign currency
financial statements are recorded in the consolidated statements of activities.

J. Estimates: The preparation of financial statements in conformity with GAAP requires management to make esti-
mates and assumptions that affect certain reported amounts and disclosures in the financial statements. Actual
results could differ from those estimates.

K. Functional Allocation of Expenses: Based on estimates developed by management, 2018, 2017 and 2016 program
service costs totaled $7,379,767, $6,747,016 and $7,040,156, management and general costs totaled $819,974, $749,668
and $782,240, respectively.

L. Tax Status: Accounting principles generally accepted in the United States of America require management to eval-
uate tax positions taken by NAWS and recognize a tax liability if NAWS has taken a tax position that more likely
than not would not be sustained upon examination by a tax authority. NAWS is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax periods in progress.

NOTE 3 - RETIREMENT PLAN

NAWS maintains a qualified defined contribution retirement plan, which covers all employees. Under the terms of the plan,
employees may elect to contribute pre-tax earnings up to the maximum allowable amount under the Internal Revenue
Code. NAWS matches deferrals of up to 8% of compensation (5% through December 31, 2017) based on the employee’s
number of years of service. NAWS contributions totaled $99,335, $75,750 and $73,567 for the years ended June 30, 2018,
2017 and 2016, respectively.

NOTE 4 - COMMITMENTS AND CONTINGENCIES

NAWS has entered into various lease agreements for the use of office equipment and facilities. The following is a schedule
of future minimum rental payments required under leases that have initial or remaining noncancelable lease terms in
excess of one year as of June 30, 2018:

Year ending 30 June,

2019 $ 753,965
2020 604,507
2021 289,100
2022 205,054
Total minimum payments required $ 1,852,626

Total payments made under the leases during the years ended June 30, 2018, 2017 and 2016 were $805,779, $966,155
and $995,641, respectively.

NAWS holds equipment not in operation as of June 30, 2018 and makes payments on the original lease. The present value
of future minimum payments is reported as a liability in the statement of financial position.

NOTE 5 - INVESTMENTS

GAAP establishes a fair value hierarchy that prioritizes valuation inputs into three levels based on the extent to which
inputs used in measuring fair value are observable in the market:

Level 1 - Inputs are quoted prices in an active market.

Level 2 - Inputs are quoted prices for similar instruments and model-based valuation techniques for which all sig-
nificant assumptions are observable in the market or can be corroborated by observable market data.

Level 3 - Inputs are generally unobservable and typically reflect management’s estimates of assumptions that mar-
ket participants would use in pricing the asset or liability.
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