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Board of Directors
NAMI Tennessee
Nashville, Tennessee

We have audited the accompanymg statements of financial position of NAMI Tennessee (8
nonprofit corporation) as of June 30, 2004 and 2003, and the related statements_of activities,
functional expenses, and cash flows for the years then ended. These financial statements are the
responsibility of the Organization's management. Our rmponmbxllty is to express an opinion on
thesc financial statements based on our audits,

We conducted our audxts in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the
-financial statements are free of material misstalement. An audit includes examining, on a test
basis, cvidence supportmg the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation, We believe that
our audits 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 NAMI Tennesgee as of June 30, 2004 and 2003, and the changes in its
net assets and its cash flows for the years then ended in conformity with accounting prluclplcs
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated January
217, 2005 on our consideration of NAMI Tennessee’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, and grants.
That report js an integral part of an audit performed in accordance with Government Auditing

Standards and should be read in conjunction with this report in considering the results of our
audits,

Our audits were performed for the purpose of forming an opinion on the basic financial
statements of NAMI Tennessee taken as a whole. The accompanying schedule of expenditures
of federal awards is presented for purpases of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, “Audits of States, Local Governments, and Non-Profit
Organizations,” 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.

\L&u,.ej\w é—%(ﬁ/\w@ ‘ (94\3

January 27, 2005
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NAMI TENNESSEE

STATEMENTS OF FINANCIAL POSITION
June 30, 2004 and 2003

ASSETS
Current Assets

Cash
Grants Receivable

Total Current Assets
Tixcd Assets

Auto
Office Bquipment, and Furniture

Less: Accumulated Depreciation
Net Fixcd Assets

Investments
Certificates of Deposits

Total Investments

Total Asscts

LIABILITIES AND NET ASSETS
Current Liabilities

Payable to Affiliates

Acconts Payable

Payroll Taxes Payable

Total Current Liabilities

Net Assets
Unrestricted
Operating
Board Designated

" Total Unrestricted Not Asscls

Total Liabilitics and Net Asscts

Secaccompanying woles:

8656880386

P. 0b

2004 2003
$139,647.06 § 3431276
27,635.01 19,613.68
167,282.07 -~ 53,926.44
17,775.73 17,775.73
51,601.55 _ 50,763.67
69,377.28. 68,539.40
(51,258.62) (41,506.82)
18,118.66 27,032.58
206,404.61 304,782.86
296,404.61 304,782.86
$481,805.3¢  $385,741.88
$ 4945016 § 0.00
0.00 2,268.62
403.59 7.117.95
49,853.75 9,386.57
331,951.59 276,335.31
100,000.00 100,000.00
431,951.59 376,355.31
$481,805.34  $385,741.88
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NAMI TENNESSEE

. STATEMENTS OF ACTIVITIES

For the Years Ended June 30, 2004 and 2003

Public-Support-and-Revenue:
Public Support:
Government Grants
Other Contributions
Total Public Support
Revenue:
Mcmbership Ducs
Investment Income
Total Revenue
Total Public Support and Revenue
Expenscs:
Program Services
Management and General
Fundraising
Total Expenses
Changes in Net Asscts
Not Asscts, Beginning of Year

Net Asscts, End of Year

Sce accompanying notes,

P. 06

2004 2003
Unrestricted Restricted Total Total
$ 0.00  $324,125.00 $324,12500  § 346,718.68
428,409.87 0.00 428 409,87 279,408.80
428,409 87 324,125.00 752,534.87 626,127.48
6,510.50 0.00 6,510.50 5,439.60
3,409.28 0.00 3,409.28 18,793.28
9:919.78 0:00 0.510.78 . 24,232.28
438,329 65 324,125.00 762,454.65. 650,359.76
292,167.04 324,125.00 616,292.04 627,896.92
52,161.18 0.00 52,161.18 60,046.65
38,405.15 0.00 38,405.15 0.00
382,733.37 324,125.00 706,858.37 687,943.57
55,596.28 0.00 55,596.28 (37,583.81)
376,355.31 0.00 376,355.31 413,939.12
$ 43195159 000 $431,951.59 $ 376,355.31
————— ] — ]
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NAMI TENNESSEE

STATEMENTS OF CASH FLOWS
For the Years Ended June 30, 2004 and 2003

CASII FLOWS FROM OPERATING ACTIVITIES
Changes in Net Assets

Adjustment o Reconcile Changes in Net Assels
10 Nei Cash Provided by Operations:
Depreciation
<Increase™> Decrease in Grants Receivable
<Decrease> Increase in Accounts Payable
Increase in Payble to Affiliates '
<Decrease™ in Payrol! Taxcs Payable
NET CASH <USED> PROVIDED BY OPERATING ACTIVITIES

ACASH FLOWS FROM INVESTING ACTIVITIES
Purchasc of Fixed Asscts

NET CASH (USIEiD) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES -
Investment in Cestificales of Deposits .

NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES
NET INCREASE (DECREASE) IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

Sce aecompanying notes, 4

. 07

2004 2003
§ 5550628 $(37,383.81)
619680  9,068.14
8021.33) 248632
Q26862 621602
49,450.16 0.00
(6,714.36) 0.00
0423893 (19,813.33)
(837.88) © (6,06148)
(837.88)  (6,061.48)
1193325 (4,712.35)
11,933.25 (4,712.,35)
10533430 (30,587.16)
3431276 64,.899.92
$ 13964706 $ 3431276
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NAMI TENNESSEE

STATEMENTS OF FUNCTIONAL EXPENSES
For the Yeurs Ended June 30, 2004 and 2003

Program  Manugement 2004 2003
Services and General  Fundraising Total Total

Allocations to Affiliates $ 66,582.17 000 $ 0.00 & 6658217 § 20,041.34
Salarics and Wages 304,895.99 16,047.15 000 32094314  340,499.58
Payroll Taxes 24,442.64 1,286.45 000 2572009  27,051.86
Employec Denefits 11,548.86 607.83 0.00 12,156.69 4,849.30
Accounting ees 000 2,800.00 0.00 2,800.00 2,650.00
Professiona} Services 3,444.56 0.00 0.00 3,444.56 9,694.91
Printing, Copying, Postage 26,133.59 2,903.73 0.00 29,037.32  37,008.24
Supplies 25,542.40 2,838.04 0.00 2838044  35909.40
Telephone, Utilities 26,171.19 2.907.91 000  29079.10  30,056.50
Fundraising 0.00 000 3840515  38405.15 0.00
Office Reat 27,177.20 3,019.68 000 30,9688  24,056.46
Bquipment Rental and Maintenance 6,566.32 729.59 0.00 7,295.91 1,193.97
Travel 88,054.33 000 - 000 8805433 128977.87
{nsurance , 0.00 . 5,034.00 0.00 5,034.00 7,338.45
Miscellancous 0.00 7,790.00 0.00 7,790.00 9,547.55
Employee &Organizational Development 5,732.79 0.00 0.00 5.732.79 0.00

"Total Dxpenses Before Depreciation 616,292.04 4596438 3840515  700,661.57 678,875.43
Depreciation . 0.00 6,196.80 0.00 6,196.80 9,068.14

Total Expenses $616,29204 § 5216118 §38405.15 $706,858.37 $687,943.57

—_—

Sec accompanying noles. 5
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NAMI TENNESSEE

NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

"1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — The accompanying financial statements have been prepared

on the accrual basis of accounting in accordance with generally accepted accounting

principles. Net assets and revenues, expenses, gains, and losses are classified based .
on the existence or absence of donor-imposed restrictions. Accordingly, net assets of
the Organization and changes therein are classified and reported as follows:

Unrestricted Net Assets — Net assets that are not subject to donor-
imposed stipulations,

Temporarily Restricted Net Assets — Net assets subject to donor-
imposed stipulations that may or will be met, either by actions of the

Organization and/or the passage of time. When a restriction expires,
temporarily restricted net assets are reclassified to unrestricted nct assets
and reported in the statement of activitics as net assets released from
restrictions,

Permanently Restricted Net Assets — Net assets subject to donor-
imposed stipulations that they be maintained permanently by the
Organization.  Generally, the donors of these assets permit the
Organization to use all or part of the income carned on any related
investments for general or specific purposes.

Name Change - On Iamiary 23, 1998, the Organization changed its name to NAMI
Tennessee from Tennessee Alliance for the Mentally Il to more clearly reflect its association
with their national organization.

Contributions — Contributions, including unconditional promises to give, are recorded as

- made. All contributions are available for unrestricted use unless specifically restricted by the
donor. Conditional promises to give are recognized when the conditions on which they
depend are substantially met. Unconditional promises to give due in the next year are
recorded at their nct realizable valve. Unconditional promises to give due in subsequent
years are reported at the present valuc of their net realizable value, using risk-free interest
rates applicable to the years in which the promises are to be received.

Properly and Equipment — Property and equipment are carricd at cost. Depreciation is
computed using the straight-line method. When assets are retired or otherwise disposed of,
the cost and related accumulated depreciation are removed from the accounts, and any

resulting gain or loss is reflected in income as incurred. Significant renewals and betterment
are capitalized. :
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NAMI TENNESSEE

NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

Donated Services — No amounts have been included for donated services since it is not
practicable to determine the value of such services, and the Organization does not excrclse
control over the employment and duties of the donor.

Income Taxes — NAMI Tennessee, a nonprofit corporation operating under section 50 l(c)(S)
of the Internal Revenue Code, is generally exempt from federal and state income taxes and,
accordingly, no provision for income taxes is included in the financial statements.

Functional Allocation of Expenses - The costs of providing the Orgavization’s various
programs and supporting, services have been summarized on a functional basis in the
statement of activities. Accordingly, certain costs have been allocated among thc programs
and supporting services benefited.

Cash Equivalents — For purposes of the statement of cash flows, the Organization considers
all cash and other highly liquid investments with initial maturities of three months or less to
be cash equivalents.

Estimates ~ The preparation of financial statements in conformity with gengrally accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounits and disclosures. Accordingly, actual results could differ from those
estimates. :

Compensated Absences - Employees can accrue up to twelve (12) working days of sick
leave each year with a maximum accrual of sixty (60) days. Employees are entitled to fifteen
(15) working days of vacation per year with & maximum accrual of twenty (20) days. Leave
with pay may be granted to attend conferences Educational leave without pay may be
granted for continuing education.

2, GRANTS

NAMI Tennessce provides the following services for persons with mental iliness and affiliate
groups consisting of familics with a member who has a mental illness or on their behalf:

1. Organize and support family advocacy groups
2. Coordinate state-wide advocacy efforts
3. Organize and implement the Annual Tennessce Family Support Conference

These services are provided under primary operating grants from the State of Tennessee,
Department of lealth and Department of Mental Health and Developmental Disabilities.
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NAMI TENNESSEE

NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

3. OPERATING LEASE

The Organization leases office space under a one-year operating lease, beginning in May
2003 at $1,157.25 per month. Iowever, the office in Knoxville, Tennessee closed at the end
of Junie 2004, In addition, our office and housing unit in Nashville, Tennessee was leased
beginning in July 1998 for one year at $1,095 per month and month—by-month thereafler.
This lease was terminated at the end of May 2004. A new office has opened in Nashville,
Tennessee beginning May 1, 2004. There was no rent for the first three months with rent
beginning in August 2004 at the rate of $2,132.44 monthly. Future minimum rental
payments under the five-year lease are as follows:

June 30, 2005 $ 23,456.84
June 30, 2006 26,325.18
June 30, 2007 27,127.98
June 30, 2008 27,930.78
June 30, 2009 28,733.58
June 30,2010 2.400.04

$135,974.40

4. - INVESTMENTS

The Organization has invested $300,000.00 into CD’s held by & brokerage firm. The CD’g
matuore at different intervals with different interest rates. The market value of this investment
is $296,404.61 at June 30, 2004 and $304,782.86 at June 30, 2003.

5. BOARD DESIGNATED NET ASSETS

A bequest of"$100,000.00 was received in 1997 and it was decided to hold this mopey as an
endowment not to be used for current expenses, but to be kept in secure investments (see
Note 4) and to be managed by a standing Endowment Committee.
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. REPORT ON COMPLIANCE AND ON INTERNAL CONTROLS OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
NAMI Tennessee
Nashville, Tennessee

We have audited the financial statements of NAMI Tennessee (a nonprofit organization) as
of and for the years ended June 30, 2004 and 2003, and have issued our report thereon dated
January 27, 2005. We conducted our audit in accordance with auditing standards generally

~accepted in the United States of America and the standards applicable to financial audits .
contained in Governmment Auditing Standards, issued by the Comptroller General of the
United States.

Compliance
As part of obtaining reasonable assurance about whether NAMI Tennessco s financial

statements arc free of material misstatement, we performed tests of its compliance w_xth g
certain provisions of laws,, regulations, contracts, .and grants, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
Howevcr, providing an opinion on compliance with those provisions was not an objective of
our audit, and accordingly, we do not express such an opinion. The results of our tests

- disclosed no instances of noncompliance that are required to be reported under Govemment
Auditing Standards.

Internal Control Over Financial Reportit

In planning and performing our audit, we considered NAMI Tennessee’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial stalements and not to provide assyrance an the
infernal’ control' over financial reporting. Our consideration of the internal’ control over
financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a rclatively low level the risk that misstatements in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a
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timely period by employees in the normal course of performing their assigned ﬁmctio.ns.
We noted no matlers involving the internal control over financial reporting and its operation
that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committes,
management, State of Tennessee, federal awarding agencies, and pass-through entities and is
not iniended to be and should not be used by anyone other than these specified parties.

Hoshs « Bl o'

Knoxville, Tennessee
January 27, 2005

10
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NAMI TENNESSEE

SCHEDULE OF GRANT ACTIVITY
For the Years Bnded June 30, 2004 and 2003

RO R e s frrs T ISR S X
S e R0 R P R e S
CFDA State Grant Program Grantor Beginning Cash Transfers.

Number Number Name Agency Balance Receipts In

03.778 GR-02-14460-00 Mental ITealth Services TN Dept. of Health $ 0.00  $10000000 § 000

TN Dept. of Mental
Health and Develop-
03.8058 GR-02-14186-00 - Mental Health Services  mental Disabilitics (21,764.00) 21,764.00 0.00
83.778  GR-01-13568-00  Mental Health Services TNDept. of Health - 0.00 2,000.00 0.00
TN Dept. of Mental
Health and Develop-
93.858 GR-02-14188-00F Mental Health Services  mental Disabilities (336.00) 336.00 0.00
TN Dept. of Mentat
Health and Develop- 0.00. 54,840.00.
93958 GRA1-13138-02  Mentalblealth Secvices  mental Disahilities 0.00 167,265.00 nn

$(22,10000)  $346205.00 § 0.0

Cl DA Slale Grant Program Gmnlor Baglmting Cash T rmnfer:
Number Number Nawme Agency Balance Receipts In

93958 GR-01-15262.00 Montal Health Services TNDept.ofHealth  § (2.00000) § 200000 §$ 000

TN Dept. of Mental
Health and Develop-

93778  GR-01-14689.00  Mental Ilealth Services  mental Disebilities (17,613.68) 17,613.68 0.00
93958 GR-04-15501-00  Mental Health Services TN Dept. of Health 0.00 87,055.99 0.00
TN Dept, of Mental
. Health and Develop-
93778  GR-04-15400-00  Mental Tlealth Services  mental Disabilities 0.00 49,660,00 0.00
TN Dept. of Mental
Health and Develop- ,
93.958  GR-04-15400-00  Mental Health Services  mentsl Disabilities . 0.00 159,774.00 0.00

$(1961368)  $316103.67 § 000

12
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NAMI TENNESSEE

SCHEDULE OF GRANT ACTIVITY
For the Years Ended June 30, 2004 and 2003

. Other ~ ' N Pa;'g Ta “T'ransfen o Endl
“Additions  Expenditures  Grantor Out  Deductions Balance
§ 000 S$I000000 § 000 § 000 § 000 S 000
0.00 . 0.00 0.00 0.00 0.00 0.00
0.00 4,000.00 0.00 0.00 (.00 (2,000.00)
0.00 0.00 0.00. 0.00 0.00 0.00 .
72.453.68 o E (17.613.68)
0.00 167.265.00 0.00 0.00 0.00 0.00

$ 000 $34371868 § 000 § 000 § 000  § (19,613.68)

Y. S A

Other " PaidTa  framsfers  Other Ending

Additions  Expenditures  Grantor Qur Deductions Balance

$ 000 $. 000 § 000 § 000 § 000 § 0.00
0.00 0.00 0.00 0.00 0.00 0.00
0.00  100,000.00 0.00 0.00 0.00 (12,944.01)
0.00 56,860.00 10.00 0.00 0.00 (7,200.00)
000  167,26500 0.00 0.00 0,00 (7,491.00)

$ 000 $324,12500 § 0.00 $ 000 $ 000 § (27,63501)
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’ * * x * * : : :
January 28, 2005

Hughes & Gosnetl, CPA’s
3806 Powers Street
Knoxville, TN 37917

We are providing this letter in connection with your audit of the balance sheets of NAMI
Tennessee as of June 30, 2004 and 2003, and the related statements of activities, functional
expenses, and cash flows for the year then ended for the purpose of expressing an opinion as to
whether the financial statements present fairly, in all material respects, the financial position,
results of operations, and cash flows of NAMI ‘Tennessee in conformity with &,encrally accepted
accounting principles. We confirm that we are responsible for the fair presentation in the
financial statements of financial position, changes in net assets, and cash flows in conformity
with generally accepted accounting principles. We are also responsible for adopting sound
accounting policies, establishing and maintaining internal control, and preventing and detecting
fraud.

Certain representations in this Ietter are described- as being limited to matters that are material.
Items are considered material, regardless of size, if they involvé an omission or misstatement of
accounting information that, in light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstatement.

We confirm, to the best of our knowledge and belief, the foilowmg representations made to you
during your audit.

The financial statements referred to above are fairly presented in"conformity with
generally accepted accounting pnncxplcs and include all assets and liabilities under the
Organization’s control. :

We have made available to you all

a. Financial records and related data.

b.. Minutes. of the meetings. of stockholders,. directors,. and. committees. of directors,
“or symmaries of actions of recent meetings for which minutes have not yet been
prepared.

NARY Tenneseew *  Tenncasce's Voice on Montal Riness

1101 Kermit Drive % Sulte 605 Nashwville, TN 37217
PEL: 615-361-6608 4 FX: 615-361-6698 4 800467-3589
wWww.nami.otg/mamiin
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10.

I

There have been no communications from regulatory agencies concerning noncompliance with,
or deficiencies in, financial reporting practices.

There are no material transactions that have not been properly recorded in the accounting
records underlying the financial statements.

There has been no:

a. Fraud involving management or employees who have significant roles in internal control,
b. Fraud involving others that could have a material effect on the financial statements.

. The Organization has no plans or intentions that may materially affect the carrying value or

classification of assets, liabilities, or net asset balances.
The following, if any, have been properly recorded or disclosed in the financial statements:

a. Related party transactions, including revenues, expenses, loans, transfers, leasmg
arrangements, and guarantees, and amounts receivable from or payable to related patties.
b. Guarantees, whether written or oral, under which the Organization is contingently liable.

There are no estimates that may be subject to a material change in the near term that have not
been properly disclosed in the financial statements. We understand that pear term means the
pericd within one year of the date of the financial statements. In addition, we bave no
knowledge of concentrations existing at the date of the financial statements that make the
company vulnerable to the risk of severe impact that have not been properly disclosed in the
financial statements,

We are responsible for;

a. Compliance with the laws, regulations, and provisions of contracts and grant agreements
applicable to us; and we have identified and disclosed to you all laws, regulations and
provisions of contracts and grant agreements that we believe have a direct and material
eiTect on the determination of financial statement amounts.

b. Establishing and maintaining effective internal control over financial reporting.

NAMI Tennessee is an exempt organization under Section 501(c) of the Internal Revenue Code.
Any activity of which we are aware that would jeopardize the Organization’s tax-exempt status,
and all activities subject to tax on unrefated business income or excise or other tax, have been
disclosed to you. All required filings with tax authorities are up-to-date.

Thete are no:

'8, Violations or passible violations of laws and regulations and provisions of contracts and
grant agreements whose effects should be considered for disclosure in the financial
statements or as a basis for recording a loss contingency.

b. Wc are not aware of any pending or threatened litigation, claims, or asscssmeats or
unasserted claims or assessments that are required to be .accrued or disclosed in the
financial statements in accordance with Statement of Financial Accounting Standards No.
5 (or which would affect federal award progtams), and we have not consulted a lawyer
concerning litigation, claims, or assessments.
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¢. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed
by Statement of Financial Accounting Standards No. §. '
d. Designations of net assets disclosed to you that were not properly authorized and

approved, or reclassification of net asscts that have not been properly reflected in the
financial statements.

12. The Organization has satisfactory title to all owned assets, and there are no liens or
encumbrances on such assets nor has any asset been pledged as collateral,

13. We have complied with all restrictions on resources (including donor restrictions) and all
aspects of contractual and grant agreements that would have a material effect on the financial
statements in the event of noncompliance. This includes complying with donor requirements
to maintain a specific asset composition necessary to satisfy their restrictions,

To the best of our knowledge and belief, no events have occurred subsequent to the statement of
financial posilion date and through the date of this letter that would require adjustment 10 or disclosure
in the aforementioned financial statements. '

Signalure: V//\ vé i) Q/Q\A;/
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