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INDEPENDENT AUDITOR'S REPBORT

August 8, 2008

Board of Directore
Graceworks Minigtries, Inc.
Franklin, Tennesses

We have audited the accompanying statements of (inancial position of
Graceworks Ministries, Inc. (a nonprofit organizatiowu) as ol Deccember 31, 2007
and 2006 and the related atatements of activities, functional expenges, and
cash flows for the vears then ended. These tinancial statemente are the
reeponsibility of the Organization’'s management. OCur responsib:ility 1s tc
express an opinion on thece financial statemenis based on our audits.

Wee conducled our audits in accordence with auditing standards generally
accepted in the United States of America. Theose atrandarda cequire that we
plan and pertorm the audits to oblain teasuvnable agssurance about whether the

financial statements are free of material misanastemenr. An audit includes
examining, on a test bacis, evidence supporting the amouunts and disclosurss in
the tinancial statements. An audii also incledes assessing the accournting

principles used and significant estimarer made by management, as well as
mvaluating the overall financial statzment presentation. We beclieve that our
audits provide a reasonable basis for oux opiniom.

In our opinion, the financial sLatements veferrved to above present fairly, in
all material respects, the finauncial positica of Graceworks Minigtries, Inc.
as of Decembey 31, 2007 and 2006, and the recultez of its operatiens and irs
cash flows for the years then ended in cantormity wirh aceounring principles
generally accepted in the United States of America.

U

PFarsons and Associatec
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GRACEWORKS MINISTRIES, INC.
STATEMENT OF FINANCIAL POSITION
DECEMBER 31

Cash in bank and on hand

Inventory

Tnvestment account

Prepaid expenses

Furniture ang vehicles - net of depreciation
Tot.al Assets

LIABILITIES

Accounts payable

Accrucd wages

Sales rax payable
Tokal l:iabilities

NET ASSETS

Unrestricted Net Asacka:
unde=signated
Designated
Total Unrestricteq Net Asscts

Totel Liabilities and Net Assets

See notes Lo [{inancial statcments,
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36,964

v 282,484

$ 10,823
4,100
2,583

17,506

169,577
85,401
264,976

$ 282,484



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

Unregrricted
2007 2006
Support and Revenue

Contributions S $26, 649 $ 290,610
Government 33,761 23,874
$¥alesg - Graceworks store 324,131 421,650
¥ood panltry 139,385

Other goods donated 16,989

Special Evente 76,630 49,551
Lavesboent §neomne 3,210 2,70%
CUthexr 1,004 12,496
Unrealized gain (loss) on investmenfr { 1i8) 463
Totsl Sopport and Revenue 1,021,037 801,449

Fxpenqes
Program 262,587 0L1, 8657
Manadement 59,798 56, 364
rundraising 18,584 58,158
Toral Expensas L,0008,864 766,169
Change it Net Assels 206,173 25,08¢C
Net Anssbs - Japoary |1 264,979 229,848
Net Assets - December 31 G 785,151 § 261,978
See notes to financial statements.
2
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GRACEWORKS MINISTRIES, INC.
STATEMENT OF FUNCTIONAL BXPENSES
YEAR. ENDED DECENBER 31

2007 2006

Prcaram Mznagerent. Fund Program Managewxent Fund-

Services & General Raasing Total Eervicen & General Raising
Cost of goods soid $ 16,793 $ s B 16,7193 $ 16,084 S §
Asslstance programs 359,619 359,619 213,454
Meals cn Whesels donat:on 1,800 1,800 1,800
Prim:i.ng 374 374 6,281 4,211 3
Szlaries and wages 250,944 14,4332 24,622 250,025 213.657 14,001 24,380 zS
Payroll tlaxes 23,320 k,z23 2,092 24,641 16,927 1,108 1,933 1
Rent 948,37 5. 4€E 5,485 169,305 $8.37¢ S,4ES 5,463 1¢
Grant writing 5,000 5,000
Telephcne and vizlities 33,443 1,£53 1,85E 37,159 31,974 1,775 1,778 3E,E826
Office supplies and 2qu.pmesnt 9,485 5,173 34¢ 15,012 6,487 6,721 13,218
Insurance 9,491 1,223 10,709 9,485 ¢,4€2
Advertising 5,658 €45 9,007 1%,510 11,784 1,333 12,277
Vehicle exuense 6,127 6,127 6.025 5,025
Pzvroell pro:essi:g 1,052 il3 108z 2.257 2,090 ] 223 2. 4¢5
Repairs and maint2nance 15,415 BES 857 17.128 3,020 4, ¢ 7,2¢4
Fundraising experse 27,833 27.803 23,392 23,392
Professiczna. fees 2,138 3,139 2,580 2,860
Mileagze 4,359 4,359 1,734 1,72
Employee bznefics 1,655 417 1.7 5,690 3,1€. z07 321 3,423
Contrac: labor 12.057 12,057 6,17 &,174
Contirving education JEeT £,000 6,767 "R ] 335
Cues and subscriptions z,2€5 2,564 2,152 152
Taxes and bivenses €3 340 423 423 429
Bank charyes 1,817 1,637 VR ]
Fostage Bl1Y £la 827 2,156 €13 €L2 €12 1,a3v
Cther 3.218 zZ,1%86 5 37 1,€L2 L,6lz
Tepraciaticn 5,437 LL,%C7 17,144 3,337 8,231 11,423
Total 5 862,582 $ B2.7%23 S 78,434 S 1,000,864 S 651847 ¢ 58,2484 $ 568,132 $ TRE 3E3

See notes "o financial stacemnenls.



GRACEWORKS MINISTRIES, INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DRCRMBER 11

2007 200¢
Cash [flows from operating activities
Cach received from contributers and grants § 360,110 4 214,584
Cach received from stare sales 424,131 392,583
Cash received from oLher sources 80,900 €4,752
Cash paid for arsistance programs (205, 045) (215,233)
Cach paid for salaries and related expenses {324,45¢) {271.635)
Cash paid for rent {109, 105) (109, 105)
Cash paid for other program services (108,319} {103,024
Cash paid for other management and general expenses ( 38,230) { 27,332)
Cash paid for other fundraising cxpcnsces ( 45,1286} [ 26.019)
et cash provided (ueed) by operating activities 34,200 19,310
Cash tlow trom investing activities
Purchase of investments ( 1.278) { 1,182)
Cash tlow from finaocing activities
Purchase of cequipment ( 30,657) ( 22,003)
Net increase (decrease) in cash and cash equivalents { 5,73%) ( 2,879}
(fasn and cash equivalents - January 1 94,621 §7,48¢
Cash and cash equivalents - December 31 5 aBleafiiify 5 el

See notes to finan¢ial statements.
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GRACEWORKS MINISTRIES, Ine¢.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007 AND 2006

NOTE 1 - SOUMMARY OF SIGNIPICANT ACCOUNTING POLICIES

Naturc of Activities

Graceworkes Minieetries, inc. was incorporated inm 1984, under rhe Tennessee
Nonprotfit Corporatlou AcL. ITts purpoce ie to coordinate certain
hAumanirtarian and outrcach actlvities of member Churchez and Agencies.
The Organization diuv oupported primarily through donor cuntributions and
grants,

Baeis of Accounting
The financial statements aof Graceworks Minisctriec, Inc. have beaen

prepared on the accrual basis of accounting and accordingly rellect all
significant receivableds, payablcs and other liabilities.

Basis of Presentation

Financial statement presentation follows the recommendations of rhe
Financial Accounting Standards Board in 4ts Statement of TFinancial
Accounting S5tandards (SFAS) Ho. 117, Financial S5tatements of Not-[for-

Profit Organizationc. Under SFAS No. 117, unel assests and revenues,
expenses, gains and lommes are classified based on the existence or
sbsence ot iwmposed restrictione. Accordingly, net asscts of the

Organization are clacsified and reported as follows:

Unrestricted Net Assets
Nel assets that are not eubject o imposed stipulations.

Temporarily Rastricted Nat Assaets

Net asesets subject to imposed stipulations fhat may or wiil be
met, either by actions of the Qrganization and/or the vaessage of
time. When a restricticn expires, temporarily restzicted net
assets are reclassified to unrestricted nel assets and reported
in the gtatement of activities as net assets recleased from
restrictions. The Organization had no temporarily restricted
net assets at Deceaber 31, 2007 and 2008.

Permanently Restricted Net Asaets
Ner. assets subject to imposed stipulations that they be

maintained permanently by the Organization. Generally, Lhese
asscts permit the use of all or part of the income carned on any
related inveastments for general or specific purpeses. The

Organization had no permanently restricred ner assets at
December 21, 2007 and 2006,

Income Tax Status
Graceworks Ministelew, Inc. qualifics as a tax exempt organjization under
Irteznal Revenue Section 501(c) (3) as a publicly suppearted organization

and, therefore, has no provicion for tfederal income taxes. The
organization has beeén classified as an organization that is oot & privalte
foundation.

- g -
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GRACEWORKS MINISTRIES, Inc.
NOTES TO PFPINANMCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007 AND 2006

Estimates
Management  uses estimates  and  asszumptions in preparing  financial
statements. ‘Those cstimates and assumptions affect the reported amounts

Of assets and liabilities and the ré¢ported revenuas and expenses. Actual
results could diffexr from those estimates.

Donated Property

ponations of property and gooda are recorded as contributiong at their
catimated fLalr value at the date of donation. The Organirzavion operates
a food pantry and thrifr store as part of its mis=ion.

Donatad Servicas

Conated gervices are recognized as contributicns in accordance wrtn SFAS
Nu. 116, Accouanting for Contributions Received and Contributions Made, if
the eservicee (a) create or enhance nonfinmancial assets or (b) requure
specialized skills, are performed by people with Lhosc skills, and would
otherwise be purchased by the Organization. volunceors also provide
services throughout the year that are not recognized ag contriburions in
the financial statements since the criteria for SFAS No. 116 are nol met,

Expenae Rllocation

The costs of providing various programs and othey activities have been
summarized on a functional basis in the Statements of Activities and in
the Statemaents of Functional [Bxpenses. accordingly, certain costs have
been allocated among the programs and supporting sc¢rvices benefited.

Property and Equipment

The Organization capitalizes all expenditures for property and cguipment
in excess of $1,000. Purchased property and equipment are carried at
cost, Donated property and equipment are recorded a4t the approximate
fair value atr the darte of donation. Depreciation is computed using the
straight-line method over the cstimated useful 1ife of the aseet, which
ranges from five to ten years,

Cash and Cash Egquivalents

For purposes of the Statement of Cash Flowa, the COrganization considers
all unrestricted highly liquid investments with an initial mazurizy of
one year or lecs to be cash equivalents.

Designation of Unrestricted Net Assets

In Auguet 1996, the Board of Directorc passed a motion to sget acide 20%
of the thrift store salee aes & temporarily restricred ner asset for
future growth needs which may include purchasing a building for the
Organization aor Jleasing additional office wupace. The percentage was
reduced to 5% beginning January 1, 1999. 1In February 2003, the purpose
of the fund set aside was changed to a board sponsored endowment fund.
The total designation was $21,207 for 2007 and $19,551 for 2004.
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GRACEWORKS MINISTRIES, Inc.
NOTES TO PINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007 AND 2006

2007 20058
Designated for endowment purposes $ 190,784 $ ley, s 17
Undesignated 94, 367 95,401
§ 285,151  § 264,978

NOTE 2 - INVENTORY
A thrift store is operated by the Organization as a means of ra:s:ing
funds foxr its program sexvices. Items sold at cthe store have heen

cdonated by various members of the community. The tair markel value 15
esrimated using subsequenrt galeg as suggested hy SKAS No. 116.

NOTE 3 - DONATED ASSETS
he Organization records denations of securities and other nencash assets
at their estimated fair valug at the date of donations.

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consist of the tollowing at December 37:

2007 2006

Oftice equipment § 66,1393 5 66,391
Leasehold improvements . 18,427 3,663
Vehicles 40,528 10,735
119,348 RO, 091
Accumilated depreciation ( 60,871) {_43,727)
¢ 3H,a77 $ 35,964

NOTE 5 - OPERATING LEASES
The Organization leases its office, showroom and warchousc at 184
Seutheast Parkway from Class Properties for $8,109 per month. Thir lease
contained a renewal option £or an additional sixty months which was
taken. In December 2005, the board agreed to lesse additional warehouse
space for $1,000 per month.

Future lease payments: 2008 3
2005 s
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GRACEWORKS MINISTRIES, Inc.
NOTES TO FPINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2007 AND 2006

NOTR 6 - FINANCIAL INSTRUMENTS

NOTE 7

cl/.el’d

The Organization does not hold any ZLinancial instruments for Lrading
purposes. The Organization egtimates that the fair value of all
financial inatruments at Decembsr 31, 2007 and 2006, docs not differ
materially from the aggregate carrying value of its financial instrumcals
recorded in the accompanying Statement of Financial Position.

Inveatment account ag of Decambar 31, 2007 conoists of:

Cost Falr Markst
Srocks 5 1,600 5 2,641
Casih egulvalents 29,065 27,065
§ 28,665 S 295706

RETIREMENT PLAN

The Organization has approved a Savings Incentive Match Plan for
Employees of Small Employers (SIMPLE) plan for the employees.
Eligibility rcguirocmenta: {1) employees is expected to reccive $5,000 in
compensation fox the calendar year, (2) amployee has received at least
$5,000 compansation in any of two previous yearc.

Employer may match the empluyee’a contribution wp to a limit of 3% of the
employes’s compensation for LChc calendaxr year. Contrikhutions made are
fully vested and nonforfeitable.

During the year ended December 31, 2007, contributions to the plan by rhe
employer were £5,321 and $3,729 for the year ended December 171, 2006.
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