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INDEPENDENT AUDITOR’S REPORT

geptember 26, 2008

Board of Directors
Graceworks Ministries, Inc. - -
Franklin, Tennessee

We have audited the accompanying statements of financial position of
Graceworks Ministries, Inc. {a nonprofit organization) as of December 31, 2008
and 2007 and the yelated statements of activities, functiocnal expenses, and
cash flows for the years then ended. These financial statements are the
responsibility of the Organization’s management . Oour responsibility is to
express an opinion on these financial statements based on our avdits.

in accordance with suditing standards generally
accepted in the United States of America. Those standards ‘require that we
plan and perform the audits 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 ouxr cpinion.

We  conducted oux audits

nts referred to above present fairly, in

all material respects,-the financial position of Graceworks Ministries, Inc.
as of December 31, 2008 and 2007, and the regults of its. _operations and its
cash flows for the years then ended in conformity with accouating principles

generally accepted in the United States of America.

parsong and Asgoclates

in our opinion, the financial stateme



GRACEWORES MINISTRIES, INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31

ASSETS

cash in bank and on hand

" Inventory

Investment account

Prepaid expenses

Furniture and vehicles -
‘fotal Assets

net of depreciation

LIABILITIES
Accounts payable
Accrued wages
gales tax payable
Total biabilities
NET ASSETS

Unrestricted Net Assets:
Undesignated

Designated
Total Untestricted Net Assets

Total Liabilities and Net Assets

See notes te financial statements.

2008 2007
4 38,546 & 88,886
120,024 106,208
8,726 29,706
..10,304 13,094
45,830 - 58,477
$ 223,43¢ $ 296,371
$ 6,717 § 8,352
4,132 0
2,295 2,868
13,144 11,220
93,265 190,784
117,017 94,367
210,286 285,151
& 223,430 § 296,371




GRACEWORKS MINISTRIES, INC.
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31

Unrestricted
2008 2007
Suppoert and Revenue :
Contributions 4 369,526 $ 326,649
Government ) 43,074 33,761
Sales - Graceworks Store 471,202 - 424,131
Food pantry 183,015 135,385
Other goods donated o) 16,989
Special Events 59,405 76,690
Investment Income 1,005 3,210
Other 0 1,000
Unrealized gain (loss) on investments - (. -17813) (.. 278 e
Total Support and Revenue 1,125,414 1,021,037
Expensesg

Program 1,030,551 862,582
Management 70,036 59,798
Fundraising ' 99,692 78,484 .
Total Expenses 1,200,273 1,000,864
Change in Net Assets { 74,865) 20,173
Net Assets - January 1 285,151 264,978

§ 210,286  § 285,151

Net Assets - December 31

See noteg to financial statements.
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GRACEWORKS MINISTRIES, INC.
‘ . ) STATEMENT OF FUNCTIONAL EXDENSEY
b, YTEAR BEXDED DECEMBER 31
_ ., 2008 2007
e b ' Pregranm Management Fund v Program Management Fund-
Fo Servicepn & General Raiging Total Bervices & General Raiging Total
Zost of goods sold 4 4,303 § § 5 4,303 4 16,793 8 3 g 16,793
Assistance programg 445,296 ' 445,296 355,619 359,619
Meals on Wheels donation 1,800 1,800 1,800 1,800
Printing 2,092 6,430 8,522 374 374
Salaries and wages 339,795 30,5686 36,923 407,284 250,944 14,458 24,623 290,025 ¥
Payroll taxes 27,713 2,504 3,172 33,389 21,320 1,228 2,093 24,641 %
Rent 99,0312 5,500 5,801 110,013 88,378 5,465 5,468 109,305
Grant writing 12,000 12,000 5,000 5,000
Telephone and utilities 37,859 2,103 2,104 42,068 33,443 1,858 1,858 37,159
Office supplies and equipment 10,831 602 §02 12,035 9,485 5,178 349 15,012
Ingurance 10,126 1,25L 11,377 9,491 1,218 16,709
Advertising 1,975 1,975 3,950 5,858 645 9,007 15,510
Venicle expense : §.669 6,669 6,127 6,127
Payroll processing 4,433 427 481 5,341 1,952 113 192 2,257
Repairs and maintenance 17,271 960 960 19,191 15,415 858 857 17,128
Fundraizing expense 30,117 30,117 27,803 27,803 &
Professional fees 2,920 ‘ 2,920 3,139 3,138
Mileage 3,421 3,421 4,350 4,350
Employee benefits 7,269 657 832 8,758 4,856 417 417 5,690
Contract labor 2,605 2,608 12,057 12,057
Continuing education 250 924 1,174 167 6,060 6,767
Dues and subgcriptions 743 743 2,565 : 2,565 -
Taxes and licenses 444 444 83 340 423
Bank charges ' 5,636 5,636 1,637 1.637
‘Pogtage 570 570 570 %.710 gl8 818 820 2.45¢6
Other 1,382 1,774 3,156 3,218 2,158 5,374
Depreciation 5,879 10,480 16,359 5,437 11,707 - 17,144
Total $ 1,030,551 § _70,036 § _99,692 % 1,200,279 $ 862,582 $ 59,798 § 78,484 $ 1,000,884
i
See notes to financial statements.
i
- - 4 -




- GRACEWORKS MINISTRIES, INC.
( i STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31

2008 2007
Cagh flows from cperating activities _ . -
Cash received from contributors and grants 4 412,600 % & 360,410
cash received from store sales 471,202 424,131
cash received from other sources : 60,410 80, 500
cash paid for assistance programs (262,281) - (205,045)
Cash paid for aalaries and related expenses . {445,299) ... (324,458}
cash paid for rent - {110,013) -= (109,305}

Cash paid for other program gervices (100,154).~ - (1087319}~ =7

cash paid for other management and general expenses — = {.19,;829) ~...{ 38,230)"=

( 53,264) - {_457886)

rash paid for other fundraising expenses
Net cash provided {used) by operating activities { 46,628) 34,200

Cash Flow frxom investing activities
Purchase of investments o { 1,278)

Cash flow from financing activities
Purchase of egquipment ( 3,712) { 38,857)

é:; Net increase {decrease) in cash and cash equivalents { 50,340} ( 5,735)
88,886 54,621

cash and cash eguivalents - January 1

& 38,546 § 88,886

Cash and cash equivalents - December 31

See notes to finangial statements.
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CRACEWOREKS MINISTRIES, Inc.
NOTES TC FINANCIAT, STATEMENTS

YEAR ENDED DECEMBER 31, 2008 AND 2007

KOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES m—

N W et e 2
=i TS Y T

Nature of Activities EFawo_ r
Inc. was incorporated in 1994, under. the Tepnessee-—

Graceworks Ministries,

Nonprofit Corpoxation &Act. Its purpose is to " coordinate -.cexgain-- .
humanitarian and outzreach activities of member Churcheg and .Agenaies:zw——
The Orgariization is= supported primarily through donor contriButions and

grants.

Bagis of Accounting
The financial statements of Graceworks
prepared on the accrual basis of accounting and accerdingly reflect all _

significant receivables, payables and other liabilities.

Ministries, Inc.. have besn:. .

TR~

Basig of Presentation - e
the recommendations f the

Financial statement presentation follows
Pinancial Board in its Statement of Financial

Accounting Standards (SFAS) ¥No. 117, Financial Statements of HNot-for-

Profit Organizations. Under SFAS No. 117, net assets and revenues,
expenses, gains and losses are classified based on the existence or

absence of imposed restrictions. Accordingly, mnet assets of the
Organization are classified and reported as follows:

Accounting Standards

Unrestricted Net Assets
Net assets that are not subject to imposed stipulations.

Pemporarily Restricted Net Assets
Net assets subject to imposed stipulations that may ox will be

met, either by actioms of the Organization and/or the passage of
time. When =z restriction expires, temporarily restricted net
assets are reclassified to unrestricted net assets and reported
in the statement of activities as net assets released from
restrictions. The Organization had no temporarily zestricted

net assebs at December 31, 2008 and 2007.

Permanently Restricted Net Assets

Net assets subject to imposed stipulations
maintained permanently by the Organization.
assets permit the use of all oxr part of the income earned on any
general or specific purposes. The
restricted net assets at

that they be
Generally; these

related investments for
organization had no permanently
December 31, 2008 and 2007.

Tncome Tax Status
Graceworks Ministries, Inc. qualifies as a tax exempt organization under

Tnternal Revenue Section 501(¢) (3) as a publicly supported organization
and, therefore, has no provision for federal income taxes. The
organization has been c¢lassified as an organization that is not a private

foundation.




GRACEWORRS MINISTRIES, Inc.
NOTES TO FINANCIAL STATEMENTS
YRAR ENDED DECEMBER 31, 2008 AWD 2007

Estimates SR

Management uses estimates and assumptions 1im preparing financial-— %7

statements. Those estimates and assumptions affect the: reported amounts =
Actual

of assets and liabilities and the reported revenues and expenses.

results could differ from those estimates.

Donaked Property
e recorded as contributions at their

Donations of property and goods ar
estimated fair value at the date of donation. The Organization operates

a food pantry and thrift store as part of its mission.

Donated Services i oo
Donated services are recognized as contributiong in accordance with SFAS
¥o. 118, Accounting for Contributions Received and Comtributions Made, if
the services (a) create or enhance nonfinancial assets oxr (k) require
speacialized gkills, are performed by people with those skills, and would
otherwise be purchased by the. Organization. Volunteers also provide
seyvices throughout the year that are not recognized as contributicns in
the financial statements since the criteria for SFAS No. 116 are not mel.

Expense Allocation
The costs of providing wvaxious programs and other activities have been

summarized on a functicnal basis in the Statements of Activities and in
the Statements of Functional Expenses. 2ccordingly, certain costs have
been allocated among the programs and supporting services benefited.

Property and Eguipment
The Organization capitalizes all expenditures for property and equipment
in excess of $1,000. pPurchased property and equipment are carried at

cost, Donated property and equipment are recorded at the approximate
fair value at the date of donation. Depreciation is computed using the
straight-line method over the estimated useful life of the asset, which

ranges from five to ten years.

tash and Cazh Equivalents
For purposes of the Statement of Cash Flows, the Organization considers

211 unrestricted highly liguid investments with an initial maturity of
one year or less to be cash equivalents.

Designation of Unrestricted Net Assets

In BAugust 1996, the Board of Directors passe
of the thrift store sales as a temporarily restricted net asset for

future growth needs which may include purchasing a building for the
Organization or leaging - additional office space. The percentage was
reduced to 5% beginning Jamary 1, 12%9. In February 2003, the purpcse
of the fund set aside was changed to a board sponsored endowment fund.
The total designation was $22,6585 for 2008 and $21,207 for 2007.

d a motion to set aside 20%



NOTE 2 -

NOTE 3

NOTE 5 -

GRACEWORKS MINISTRIES, Inc.
NOTES T0o FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2008 AND 2007

2008 2007

Undesignated $ 93,269 $ 190,784
Designated for endowment purposes 117,017 94,367
$ 210,286  § 285,151

INVENTORY

A thrift store is operated by the Organization as a means of raising
Items sb0ld at the store have been

funds for its program services,
The falr market walue is

doanated by various members of the community.
eatimated using subsegquent sales as suggested by SFAS No. 1186,

. DONATED ASSETS

The Organization records donatibns of securities and other noncash assets
at their estimated fair value at the date of donations.

- PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31:

2008 2007
Office equipment $ 70,105 § 66,393
Leasehold improvements 12,427 12,427
Vehicles 40,528 40,528
: 123,060 119,348
Accumulated depreciation {(_77,230) (_50,871)
§ 45,830  § _58,477
OPERATING LEASES
The Organization leases i1ts office, ghowroom and warehouse at 104

Southeast Parkway from Glass Properties for 58,109 per month. This lease
vontained a renewal option for an additional sgixty wmonths which wasg
taken. In December 2005, the board agreed to lease additional warehouse

gpace for $1,000 per month.

Future lease payments: 2010 $ 100,812




NOTE 6 - FINANCIAL INSTRUMENTS

NOTE 7

GRACEWORKS MINISTRIES, Imnc.
WOTHES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 331, 2008 AND 2007

The Organization does not heold any fznanczal
pUIpPOSEs. The Organization estimates that the falr value Qf all-

Financial instruments at December 31, 2008 and 200?,:}does not- differ
materially from the aggregate carrying value of its financial instruments
recorded in the accompanying Statement of Financial Position.

Investment account as of December 31, 2008 consists of:

Cost Fair Market
Stocks ' $ 1,600 $ 931
Cash equivalents __ 7,755 _ .7.795_.
$ __ 5,395 ' $ __8,726
RETIREMENT PLAN e e :
has approved a Savings TIncentive Match Plan for

The Organization
Empioyees of Small
Eligibility requirements:
compensation for the calendar year,
$5,000 compensation in any of two previous years.

Employers {(SIMPLE) plan for the employees.
{1} employee is expected to receive $5,000 in
{2) employee has received at least

Employer may match the employee’s contribution up to a limit of 3% of the
employee’s compensation fox the calendar year. Contributions made are

fully vested and nonforfeitable.

During the year ended December 31, 2008, contributions to the plan by the
employer were $6,119 and $5,321 for the year ended December 31, 2007.



