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BLANKENSHIP CPA GROUP, PLLC

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Family Affair Ministries, Inc.

We have audited the accompanying financial statements of Family Affair Ministries, Inc. (the
“Ministry”), which comprise the statement of financial position as of December 31, 2011 and the
related statements of activities and changes in net assets and cash flows for the year then
ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America,; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Ministry's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Ministry's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Family Affair Ministries, Inc. as of December 31, 2011, and the changes
in its net assets and its cash flows for the year then ended in accordance with accounting
principles generally accepted in the United States of America.
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FAMILY AFFAIR MINISTRIES, INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2011

ASSETS
Cash $ 15,948
Grants receivable 22,923
Certificate of deposit 11,496
TOTAL ASSETS $ 50,367
LIABILITIES AND NET ASSETS

LIABILITIES
Accounts payable $ 3,176
Line of credit 6,536
Total Liabilities 9,712
NET ASSETS - UNRESTRICTED 40,655
TOTAL LIABILITIES AND NET ASSETS $ 50,367

The accompanying notes are an integral part of these financial statements.
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FAMILY AFFAIR MINISTRIES, INC.
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
YEAR ENDED DECEMBER 31, 2011

Unrestricted Revenues and Support

Grants $ 418,341
Contributions 73,505
Fees 11,535
Total Unrestricted Revenues and Support 503,381
Expenses

Salaries, wages and benefits 370,991
Professional services 30,460
Facility rent 25,837
Supplies 12,573
Utilities 10,318
Travel 8,727
Insurance 8,075
Administrative 4,975
Benevolence 2,315
Repairs and maintenance 2,250
Interest 1,388
Total Expenses 477,909
INCREASE IN NET ASSETS 25,472
NET ASSETS - BEGINNING OF YEAR 15,183
NET ASSETS - END OF YEAR $ 40,655

The accompanying notes are an integral part of these financial statements.
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FAMILY AFFAIR MINISTRIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net assets $ 25,472
Adjustments to reconcile increase in net
assets to net cash provided by operating activities

Decrease in
Grants receivable 8,649
Accounts payable (1,819)
Accrued payroll and payroll withholdings (5,101)
Net Cash Provided By Operating Activities 27,201

CASH FLOWS FROM FINANCING ACTIVITIES

Payments on line of credit (12,846}
Net Cash Used In Financing Activities (12,846)

Net Increase in Cash 14,355
CASH - BEGINNING OF YEAR 1,593
CASH - END OF YEAR $ 15948

SUPPLEMENTAL DISCLOSURES
Interest paid during the year $ 1,388

The accompanying notes are an integral part of these financial statements.
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NOTE 1 -

NOTE 2 -

FAMILY AFFAIR MINISTRIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2011

ORGANIZATION AND NATURE OF ACTIVITIES

Family Affair Ministries, Inc. (the “Ministry”) is a Tennessee not-for-profit
corporation that provides support and enrichment to restore families and rebuild
communities through God's hands extended. The Ministry is supported by state
grants, donations, and program fees.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements are prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the
United States of America.

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,
liabilities and changes therein and the disclosures of commitments and
contingencies. Actual results could differ from those estimates.

Cash

Cash includes checking deposits held by financial institutions.

Contributions

Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support, depending on the existence and/or nature of any
donor restrictions. Contributions are considered to be available for unrestricted
use unless specifically restricted by the donor. Amounts received that are
restricted by the donor for future periods or for specific purposes are reported as
temporarily restricted or permanently restricted support that increases those net
asset classes. When a restriction is fulfiled (that is, when a stipulated time
restriction ends or purpose restriction is accomplished), temporarily restricted net
assets are reclassified to unrestricted and reported in the statement of activities
and changes in net assets as net assets released from restrictions. There were
no temporarily or permanently restricted net assets at December 31, 2011.

Contributed Goods and Services

Various volunteers donate many hours to the Ministry’s program services. These
contributed services are not reflected in the financial statements since the
services do not require specialized skills. Property, equipment, materials and
other assets received as donations are recorded and reflected in the
accompanying statement of financial position at their estimated fair values at the
date of the receipt.



NOTE 2 -

NOTE 3 -

NOTE 4 -

NOTE 5 -

FAMILY AFFAIR MINISTRIES, INC,
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

The Ministry is exempt from federal and state income taxes under Internal
Revenue Code Section 501 (c) (3) and the tax laws of the state of Tennessee.

Accounting principles generally accepted in the United States of America require
the Ministry to evaluate tax positions taken by the Ministry and recognize a tax
liability (or asset) if the Ministry has taken an uncertain position that more likely
than not would not be sustained upon examination by the IRS. The management
has analyzed the tax positions taken by the Ministry and has concluded that as of
December 31, 2011, no uncertain positions are taken or are expected to be taken
that would require recognition of a liability (or asset) or disclosure in the financial
statements. The Ministry is subject to routine audits by taxing jurisdictions;
however, there are currently no audits for any tax periods in progress. The
Ministry is no longer subject to U.S. federal income tax examinations by tax
authorities for years before 2009.

GRANTS

Grants receivable consist of amounts due from the state and local government
agencies under reimbursabte grants. The Ministry can request reimbursement
for expenses incurred up to the total amount of the award. All grants receivable
are collectible within one year. The Ministry uses the allowance method to
determine uncollectible grants receivable. The allowance is based on prior
years’ experience and management's analysis of specific grants. No allowance
was deemed necessary as of December 31, 2011. The grants are subject to
audit by the government agencies.

LINE OF CREDIT

At December 31, 2011, the Ministry had a line of credit with a balance of $6,536
with Wells Fargo Bank. The loan called for an interest rate of 9% and was paid
off during 2012, The loan was collateralized by the Ministry's certificate of
deposit.

CONCENTRATIONS

Of the Ministry's total revenues and support for 2011, approximately 77%
represents funds received from three grants. No other revenue and support
source represents 10% or more of total revenues and support.



NOTE®6 -

NOTE 7 -

NOTE 8 -

FAMILY AFFAIR MINISTRIES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2011

LEASING ARRANGEMENTS

The Ministry provides programing at four locations. At three of those locations,
the ministry space is provided free of charge. No in-kind contribution or rent
expense has been recorded on the statement of activities and changes in net
assets. As more fully described in Note 7, the Ministry also uses office and
ministry space that is provided by a related party.

RELATED PARTY TRANSACTIONS

The Ministry is closely affiliated with Family Affair Fellowship, Inc. (the
“Fellowship”) which is a church that was an outgrowth of the Ministry. The two
organizations have common members in key leadership positions and share
facilities, vehicles, and supplies. Several key leaders of the Ministry are
volunteer pastors of the Fellowship. Reimbursements are sometimes made
between the two organizations when practical.

During 2011 the Fellowship contributed cash totaling $5,500 toward the
operations of the Ministry. The Fellowship provides the Ministry free use of its
transportation equipment in its programing which has not been reflected in the
statement of activities and changes in net assets. The Ministry reimbursed the
Fellowship a total of $3,188 for insurance, food and other miscellanecus
supplies.

The Ministry uses the Fellowship church facility as one of its program facilities
and occupies office space. During 2011, the Ministry paid Fellowship $15,250 for
rent and recorded an in-kind contribution of $1,500 for rent. As of December 31,
2011, $1,500 due to the Fellowship is included in accounts payable.

EVALUATION OF SUBSEQUENT EVENTS

The Organization has evaluated subsequent events through July 15, 2013 which
is the date the financial statements were available to be issued.



