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SHEPHERD MINISTRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATEMENTS 
1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES Nature of Activities Shepherd Ministries, Inc., Alexandria, Louisiana, is a Louisiana Non-Prof~ Ecumenical Corporation organized and operated by area churches and synagogues. T~ Corporation operates the following ministries and programs: The Shepherd Cent!:: provides food and crisis or emergency financial assistance to persons who a: determined by the Ministry to be in need. Hope House provides transitional she]t.~] for homeless women and their children while such women are equipping themselve~ t : be self supporting, Budget Management Services provides debt counsel~ng, mon~ management services, and consumer education for those who need such assistaz~c~, training to lew and moderate income families seeking to become homeowners, a!~ assistance to tho~e families in acquiring homes. Maison de Coeur provJd,~ permanent shelter and compassionate care to the homeless who are terminally i l [. The Endowment Program accumulates funds for the future needs of the Minist I y Contributions to the Endowment Program are permanently restricted. Endo~m~e't earnirgs are permanently restricted by donor stipulation except for no~ i~ operat ing expenses until such time as the program has accumulated $500,000 i ! assets. Each of these ministries and programs are operated independently: Ea-~! ministry or program has a separate govezning board; budgets are adopted by eac.~ entity; books are maintained separately; and funds raised by each entity can er.~> be usc~d by that entity. 
Siqnificant Accountin~ Policies [the significant accounting policies followed are described below to enha the usefulness of the financial statements to the reader. 3asis of Accountina The financial statements of Shepherd Ministries, Inc. are prepared on accrual basis of accounting in confozmity with the standards promulgated by Amerizan Institute of Certified Public Accountants, and accordingly reflect significant receivables, payables, and other liabilities. Chan~e in Accountin~ PrineiDle Effective January i, 1996, Shepherd Ministries, Inc. implemented th. provisions of Statement of Financial Accounting Standards (SFAS) No. i~!4 . Accounting for Certain Investments Held by Not-For-Profit Organizations, of t:?. Financial Accounting Standards Board. Under SFAS No. 124, investments i :~ marketable securities with readily determinable fair values and all investments i: debt securities are reported at their fair values in the statement of financi~ position. Permanently restricted net assets, as of January I, 1996, were decrea~i i by $3,915, which represents the cumulative net unrealized gains and losses c :~ investments not previously recognized. 



Basis of Presentation 

SHEPHERD MINISTRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATEMENTS 

Financial statement presentation folDows the recommendations of the Finauci.~] Accounting Standards Board in its Statement of Financial Accounting Standal i~ (SFAS) NO. 117, Financial Statements of Not-for-Profit Organizations. Under SFAS No. 117, the Ministry is required to report information regarding its finauci~l position and activities according to three classes of net assets: unrestricted n,~ assets, temporarily restricted net assets, and permanently restricted net asset!;. ~se of Estimates The preparation of financial statements in conformity with generally acce~)t~ accounting principles requires management to make estimates and assumptions th~.~ affect certain reported amounts and disclosures. Accordingly, actual results coLi~ differ from those estimates. Revenue Recoc~nition Contributions rece.ived are recorded as unrestricted, temporarily restrict(ci, or permanently restricted support, depending on the existence and/or nature of ~i:) donor restr]ctions. [Donor restricted net assets ( temporarily restricted and permanen~ l restricted) are used to differentiate those resources whose use is restricted h} donors from those resources on which donors have placed no restrictions or th<,.~ resources that arise as a result of the operations of the Ministry for its sta<~: purposes. All donor-restricted support is reported as an increase in temporarily ~ permanently restricted net assets, depending on the nature of the restric< i,); When a restriction expires (that is, when a stipulated time restriction ends c purpose restriction is accomplished) , temporarily restricted net assets ~ reclassified to unrestricted net assets and reported in the statement of aotivJ t i6 as net assets released from restrictions. Promises to Give unconditional promises to give are recognized as revenue in the period ;: which the promise is made to the Ministry. Management considered all unconditic r~.ii promises to give to be eollectible at year end. 
Conditional promises to give are recognized as revenue when the condition~: which they depend are substantially met. 
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SHEPHERD MIN]~STRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATEMENTS 
Functional Allocation of ExPenses The costs of providing the various ministries and programs have be~n summarized on a functional basis in the statement of activities. Accordingly, certain costs have been allocated among the programs and supporting servie~ !~ benefited, Cash and Cash Eauivalents For the purpose of the statement of cash flows, the Ministry considers aJ'.l highly liquid investments with an initial maturity of three months or less to 14 cash equivalents. Investments Marketable securities with readily determinable fair values and all debt securities are reported at their fai~ values in the statement of financi~ position. Unrealized gains and losses are included in the change in net assets '.: the statement of activities. All investments of the Ministry, as of December 31, 1996, have readily determinable fair values. Donated investments are recorded a~ support at their fair value on the date of donation. Such donations are repo~ t~zl as unrestricted, temporarily restricted, or permanently restricted support ~ rL accordance with donor stipulations. Inventories The inventory of the Shepherd Center, consisting of food supplies, is pr]c-:: at the lower of cost or market using the first-in, first-out method. The invento:) of Budget Management Services, consisting of a house donated for use in i[~ affordable housing program, is valued at the estimated fair value on the date ~:f donation. 
[,and, Buildings, and E~uiDment Land, buildings, and equipment, if purchased, are stated at cost. DonatJor~." of land, buildings, and equipment are recorded as support at their estimated f6~J~ value on the date of donation. Such donations are reported as unrestricted suppc:~ t unles.~; the donor has restricted the donated assets to a specific purpose. Ass6t! donated with explicit restrictions regarding their use and contributions of ca~;I that must be used to acquire property and equipment are reported as restric~ support. Absent donor stipulations regarding how long those donated assets mt:~;t be maintained, the Ministry reports expirations of donor restrictions when th~ donated or acquired assets are placed in service as instructed by the donor. ~h. Ministry reclassifies temporarily restricted net assets to unrestricted net ass~'~ at that time. 
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SHEPHERD MINISTRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATEMENTS 
Unpaid volunteers made significant contributions of their time and materiaJ to develop the Hope House facility. These contributions were not reflected in t! financial statements. Buildings and equipment are depreciated using the straight line method ow the estimated useful lives of the assets. Donated Facilities and Services Significant facilities and services are donated to the Ministry by var~o~s individuals and organizations. Donated facilities and donated services which me~% the criteria for recognition under SFAS NO. 116 are recorded at fair market va]'~ at the date of donation. In addition, the Ministry receives a significant ameui~t of donated services related to its ministries and programs not recognized in t!l~ financial statements because they did not meet the criteria for recognition und~:~ SFAS N D. 116. Compensated Absences During 1996, the Ministry changed its policy relating to annual leaw. Employees are now able to accumulate certain amounts of annual leave based up >~ position and length of service. Employees are paid for unused accumulated an~lu~l leave upon termination from service. The liability for the accumulated an1~u~ leave is included in other current liabilities in the statement of financi;~' position. Uncollectible Receivables Receivables are recognized as bad debts when they are considered uncollectih] by management. As of year end, management considered all receivables to collectible. Income Taxes The Ministry is a not-for-profit corporation that is exempt from income tax~!~ under Section 501(c)(3) of the Interna3 Revenue code and comparable Louisi~l~ revised statutes. The Ministry is not classified by the Internal Revenue Servi i:~ as a private foundation. 2 ~ CASH AND CASH EQUIVALENTS The includes provided solvency 
total cash and cash equivalents held by the Ministry at December 31, 1996, $68,498 in one financial institution that is not covered by insura1~e~ by the federal government. It is the opinion of management that ~h~ of this financial institution is not of particular concern at this ti~:~e. 

~2 



SHEPHERD MINISTRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATF~MRNTS 
3. ACCOUNTS AND GRANTS RECEIVABLE At December 33 , 1996, accounts and grants receivable consisted of t~ fol lowing : 
Accounts receivable Federal grants receivable 

SHEPHERD MINISTRIES $178 $178 
HOPE HOUSE $ 9_~t05! $9,057 

BUDGET MANAGEMENT $ _2 3~/~64 $2,364 
TO3A~: lb42~ $11,599 

4. PLEDGE RECEIVABLE This unconditional promise to give is to be received by the Endowment Prog~ in 1997. 5 
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INVESTMENTS AS of Dece~er 31, 1996, investments consisted of the following FAIR VALUE Shepherd Center Certificates of deposit Endowment Program U.S. Government securities Mutual equity and bond funds Common stocks Totals - Endowment Program Totals 

COST 
$ 29,800 $ 29,~( 149,496 244,267 247m/~_15 4184~/~78 $448,278 

LAND, BUILDINGS, AND EQUIPMENT A summary of ].and, buildings, and equipment is as follows 
Land Buildings and improvements Equipment, furniture and fixtures Vehicles 

SHEPHERD CENTER $ 40,000 HOPE HOUSE $ 65,000 
BUDGET MAISON MANAGEMENT $ 8,000 $ de COEUR 

153,74( 240,{2!' 
4 %9,(io( $439,411( 

T Oq'Ai 113,~('[i 135,684 200,455 36,000 392,122 764,2 
34,981 _~56~ 228,230 
13 
71,477 _17,974 354,906 
16,749 42,800 60,749 434,922 166,00 ;' __35~ [,{9 1,078,8C,: 



Accumulated depreciation Depreciation expense for the year 

SHEPHERD MINISTRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATEMENTS 
SHEPHERD CENTER 
~) $156,666 

HOPE BUDGET HOUSE MANAGEMENT 
_~9~924) $254,982 (15,437 $ 45,312 

MA]SON de COEUR 
(9,158) $425,764 

TOTAl 
(196L083 $ 882,724 

$ 7,997 $ 15,994 $ 3,093 $ 9,158 $ 36,24? Donor stipulations require that the building plus any improvements the~e~ donated to Maison de Coeur be used for the purpose of conducting and operating ~ community home for terminally ill individuals without adequate financial means. In the event that the property at any time in the future is no longer used for ti~ stated purpose, the property shall thereupon revert unto the donor. 7. ;~VANCES Advances consist of initial funding provided to the Budget Management prog] from sources dedicated to the. Shepherd Center program. No formal agreement exi~ for repayment of the advances. 8. :CEMPORARILY RESTRICTED NET ASSETS 
Temporarily restricted net assets, as of December 31, 1996, were restrJc[~ for the fol]o~iing purposes: 
Restricted for Operations Cenla prescription p[ogram Home buyers training program Affordable housing program Capital improvements Totals 

SHEPHERD CENTER HOPE BUDGET MAISON HOUSE MANAGEMENT de COEUR T OT~ $239,092 $336,251 $16,208 $418,813 $I,010,76C 45,417 12,610 6,463 $284,509 $336,251 $35,281 io~oo $428,813 
45,4] 12,~i] 



SHEPHERD MINISTRIES, INC DECEMBER 31, 1996 NOTES TO FINANCIAL STATEMENTS 
9. DONATED FACILITIES AND SERVICES 
Donated facilities and supplies of $5,617 were recognized at their estima~:~ fair values by Maison de Coeur as support and expenditures as follows: Supplies Rent Expense Total I0. REVENUES AND OTHER SUPPORT 

$2,117 !_~5oo $5,617 
~emporarily restricted revenues and other support consisted of the follow::~ 
Contributions and other Public contributions United Way Rapide8 Foundation Martin Foundation Client contributions Creditor contributions Totals Federal grant income Federal Emergency 

SHEPHERD HOPE BUDGET CENTER HOUSE MANAGEMENT support $154,093 $ 59,547 $ 2,100 41,465 

Management Agency Department of Housing and Urban Development Farmers Home Administration [totals Fundraising Investment income Totals 

75,525 
229,618 101,012 
14,835 2,319 
14,835 23,932 2.112 $270,497 ii. CONDITIONAL PROMISE TO GIVE 

96,?26 99,045 44,459 __h532 $246,048 

15,000 22,500 16,658 5~820 113,078 
51,662 10,809 62,471 
$175,549 

MAISON de COEUR TOTA[ 
$ 47,010 46,576 
93,586 
155,994 155,994 49,259 329 $299,168 

$262,7~C 41,4t! 137,1C~ 22,5(( 16,6~ 537,2~4 
17,1 

Hope House has received a conditional promise to give from the Rapih! Foundation in the amount of $120,000. The grant is contingent upon the Hope Ho~! securing a buy/sell agreement on a building suitable for the expansion of the H~} House facility. 
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OTHER REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS AND OMB CIRCULAR A-133 



INDEPENDENT SCHEDULE AUI)ITOR'S OF FEDERAL 
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Executive Com~Littee Shepherd Ministries, Ine Alexandria, Louisiana 

PAYNE, MOORE & HERRIN(}TON. LLP 
INDEPENDENT AUDITOR'S REPORT ON SCHEDULE OF FEDERAL AWARDS 

We have audited the financial statements of Shepherd Ministries, Inc. (a nonprofi~ organization) as of and for the year ended December 31, 1996, and have issued e:~ report thereon dated May 29, 1997. These financial statements are t:~ responsibility of the Organization's management. Our responsibility is to exp]e!: an opinion on these financial statements based en our audit, We conducted our audit in accordance with generally accepted auditing standazde; Government Auditing Standards, issued by the Comptroller General of the Un i t ,_ i States; and the provisions of Offioe of Management and Budget (OMB) Circular A-] 35, "Audits of Institutions of Higher Education and Other Nonprofit Institution.~~ ' Those standards and OMB Circular A-133 require that we plan and perform the aud:' to obtain reasonable assurance about whether the financial statements are fre~-' c." mater~Lal misstatement. An audit includes examining, on a test basis, evidei<> supporting the amounts and disclosures in the financial statements. An audit a2.~ includes assessing the! accounting principles used and significant estimates me.d, by management, as well as evaluating the overall financial statement presentatic if. We believe that our audit provides a reasonable basis for our opinion. In our report, our opinion was qualified because certain property and equipment: acquired by donation for the operatien of Hope House (a department of Sheph{: Ministries, Inc. ) are not recorded in the financial statements. I~ our opJni~ :~, generally accepted accounting principle~ require that such donated property o:~: equipment be recorded at its fair value on the date of receipt. It was l.c: practicable to determine the effects of the unrecorded property and equipment :: the financial statements. 
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Exeeut5 ve Cemmitte6," Shepherd Ministries, Ins Alexanclria, Louisiana 
PAYNE, MOORE & HERR]NGTON, LLP 

Our audit was made for the purpose of forming an opinion on the basic financie~ statements ef Shepherd Ministries, Inc. taken as a whole. The accompanyiL~! schedule of federa~ awards is presented for purposes of additional analysis and ~ not a required part of the basic finansia] statements. The information in t~~~ schedule has been subjected to the auditing procedures applied in the audit of t)~: basic financial statements and, in our opinion, is fairly presented in all mate~J:~ respects in relation to the basic financial statements taken as a whole. 
Certified Public Accountants May 29, 1997 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUD~IT OF FINANCIAL STATEMENTS PERFOP~D 1ZN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 



PAYNE, MOORE & HERRING I ON, LLP 
INDEPENDENT AUDITOR'S R~PORT ON INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 
We have audited the financial statements of Shepherd Ministries, Inc., as of a:~ for the year ended December 31, 1996, and have issued our report thereon dated M~~ 29, 1997. In our report, our opinion was qualified because certain property a:~:~ equipment acquired by donation for the operation of Hope House (a department ~f Shepherd Ministries, Inc.) are not recorded in the financial statements. In oi: opinicn, generally accepted accounting principles require that such donst<i property and equipment be recorded at its fair value at the date of receipt. We conducted our audit in accordance with generally accepted auditing standa~ d ; Government Auditing Standards, issued by the Comptroller General of the Ua~. ~ States; and the provisions of office of Management and Budget (OMB) circular A-]35, "Audits of Institutions of Higher Education and Other Nonprofit ~nstitutioT*~. ' Those standards and OMB Circular A-133 require that we plan and perform the aud::: to obtain reasonable assurance about whether the financial statements are free ~ ~. material misstatement. The management of Shepherd Ministries, Inc. is responsible for establishing ai~ maintaining an internal control structure. In fulfilling this responsibi3ity, estimates and judglnents by management are required to assess the expected benefi t! and related costs of internal control structure policies and procedures. ~ .hE objectives of an internal control strueture are to provide management w~ : ) reasonable, but not absolute, assurance that assets are safeguarded against ]c.~',: from unauthorized use or disposition, and that transactions are executed : : accordance with management's authorization and recorded properly to permit t !i~ preparation of the financial statements in accordance with generally accep% ~: accounting principles. Because of inherent limitations in any internal cont~ ~ structure, errors or irregularities may nevertheless occur a~d not be deteci(:" Also, projection of any evaluation of the structure to future periods is subj(~' to the risk that procedures may become inadequate because of changes in condJti<:: or that the effectiveness of the design a~d operation of policies and procedul +~ may deteriorate. 
MARYIN A IUkR~L. C P.~. H RI[I RANOOW. C.PA RNESI r SASSR. [ PI~ 
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ExeeutJve Committee Shepherd Ministries, Inc Alexandria, Louisiana 
PAYNE, MOORE & HERRINOTON. LLP 

In planning and performing our audit of the financial statements of Shepheld Ministries, Inc., as of and for the year ended December 31, 1996, we obtained ~i: understanding of the internal control structure. With respect to the intern~_ control structure, we obtained an understanding of the design of relevant pel~ci(s and procedures and whether they have been placed in operation, and we assess~d control risk in order to determine our auditing procedures for the purpose cf expressing our opinion on tbe financial statements and not to provide an opJnii!~ on the internal control structure. Accordingly, we do not expzess such an opiniol. Our consideration of the internal control structure would not necessarily disc]o.~ all matters in the internal control structure that might be material weakness~.~ under standards estab] ished by the American Institute of Certified Publ :: Accountants. A material weakness is a condition in which the design or operation of one or more of the internal control structure elements does not reduce to ~ relatively low ]evel the risk that errors or irregularities in amounts that wcu. i be material in relation to the financial statements being audited may occur and :~ be detected within a timely period by employees in the normal course of performJn? their assigned functions. structure and its operation above. We noted no matters involving the internal contr<~i that we consider to be material weaknesses as defJn~:d 
This :~eport is intended for the information of the Executive Committee ant: management of Shepherd Ministries, Inc. and the Legislative Auditor's off~c,:. However, this report is a matter of public record, and its distribution is n<~ limited. 
Certified Public Accountants May 29, 1997 

.//LF 
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INDI~PENDENT AUDITOR'S ~PORT ON THE INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERA~ AWARDS 
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PM~H PAYNE, MOOU~.E & ]IEI~.I~.INGTON, LI.P 
INDEPENDENT AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE USED ~N ADMINISTERING FEDERAL AWARDS 

Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 
We have audited the financial statements of Shepherd Ministries, Inc., as of si~ for the year ended December 31, 1996, and have issued our report thereon dated ~} 29, 1997. In our report, our opinion was qualified because certain property s~ equipment acquired by donation for the operation of Hope House (a department :f Shepherd Ministries, Inc.) are not recorded in the financial statements. In ou.~ opinion, generally accepted accounting principles require that such donate.: property and equipment be recorded at its fair value at the date of receipt, w! have also audSted the compliance of Shepherd Ministries, Inc., with requiremol;~ applicable to major federal award programs and have issued our report thereon dat ~, May 29, 1997. We conducted our audits in accordance with generally accepted auditing standard! : Government Auditing Standards, issued by the Comptroller General of the Uni t ~ i State.'~; and Office of Management and Budget (OFLB) Circular A-133, "Audit~ <, Institutions of Higher Education and Other Nonprofit Institutions. " The .~> standards and OMB Circular A-133 require that we plan and perform the audit t obtain reasonable assurance about whether the financial statements are fre<~ < : material misstatement, and about whether the organization complied with laws ~:t:: regulations, noncompliance with which would be material to a major federal aw~.~ : program. In planning and performing our audits for the year ended December 31, 1996, w. considered the internal control structure of Shepherd Ministries, Inc. in order ": determine our auditing procedures for the purpose of expressing our opinion on if> Ministries' financial statements and on its comp]Jance with requirements applical., to major programs and to report on the internal control structure in accordar~<-~ with OMB Circular A-]33. This report addresses our consideration of interla] control structure policies and procedures relevant to compliance with requiremelJ~ applicable to federal award programs. We have addressed policies and procedu~ ,!~ relevant to our audit of the financial statements in a separate report dated V.a} 29, 1997. 
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Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 

PM~H PAYNE, MOORE & t-IEI<RINGTON, LLP 

The management of Shepherd Ministries, Inc. is responsible for establishing a:id maintaining an internal control structure. In fulfilling this responsibility, estimates and jud97nents by management are required to assess the expected benefit ~ and related costs of internal control structure policies and procedures. Th~ objectives of an internal control structure are to provide management wi: h reasonable, but not absolute, assurance that assets are safeguarded against 3o~: from unauthorized use or disposition, that transactions are executed in accordan?~ with management's authorization and recorded properly to permit the preparation financial statements in accordance wit}] generally accepted accounting princip] e;, and that federal awards programs are managed in compliance with applicable laws ancJ regulations. Because of inherent limitations in any internal control structur~ , errors, irregulari ties, or instances of noncompliance may nevertheless occur a: ~ not be detected. Also, projection of any evaluation of the structure to fulu:~ periods is subject to the risk that procedures may become inadequate because ~ changes in conditions or that the effectiveness of the design and operatior~ :~ policies and procedures may deteriorate. For the purpose of this report, we have classified the significant internal contl structure policies and procedures used in administering federal programs in t following categories: Accountina Controls: Genera] accounting; cash; support, receivables and receipts; expenses for program and support services, accounts payable, and disbursements; payroll and related liabilities; and property and equipment. ~dministrative Controls management ; federal financial Drug Free Workplace Act; and Political activity; civil rights; cash reports; allowable costs/cost principles; administrative requirements. Pot ai[l of the internal control structure categories listed above, we obtained understanding of the design of relevant policies and procedures and whether t have been placed in operation, and we assessed control risk. During the year ended December 31, 1996, Shepherd Ministries, Inc. expended s/x~} (60%) percent of its total federal awards under one major federal award program~n~ the following nonmajor program: Supportive Housing Program. We pe:cformed tests of controls, as requized by OMB Circular A-133, to evaluate ~5 effectiveness of the design and operation of internal control structure polJc:e and procedures that we considered relevant to preventing or detecting mate~ noncompliance with specific requirements, general requirements, and requireme:it 
26 



Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 

PMI,~H PAYNE, MOORE & HEItRINGTON, LLP 

governing claims for advances matching that are applicable which is identJ fied in the and reir~bursements and amounts claimed or used f( to the Organization's major federal award progral:, accompanying Schedule of Federal Awards, and the aforementioned nonmajor program. Our procedures were less in scope than would b~ necessary to render an opinion on these internal control structure policies a::i proceddres. Accordingly, we do not express such an opinion. Our consideration of the internal control structure policies and procedures us~:;i in administering federal awards would not necessarily disclose all matters in tL~ internal control structure that might constitute material weaknesses und~: standards established by the American Institute of Certified Public Accountant~. A material weakness is a reportable condition in which the design or operation <,f one or more of the internal control structure elements does not reduce to ~ relatively low level the risk that noncompliance with laws and regulations that would foe material to a federal program being audited may occur and not be detect,::i by employees in the normal course of performing their assigned functions. We not;::i no matters involving the internal control structure and its operations that ~ consider to be material weaknesses as defined above. This report is intended management of the Shepherd However, this report is a limited. 
for the information of Ministries, Inc!., and the matter of pub]ic record, 

Certified Public Accountants May 29, 1997 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF BASIC FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
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We have audited the financial statements of Shepherd Ministries, Inc. (a nonprofJ organ!_zation) as of and for the year ended Decen~ber 31, 1996, and have issued c~ report thereon dated May 29, 1997. In our report, our opinion was qual~fJ~ because certain property and equipment: acquired by donation for the operatioll : Hope House (a department of Shepherd Ministries, Inc. ) are not recorded in t~ financial statements. In our opinion, generally accepted accounting principle requi~-e that such donated property and equipment be recorded at its fair valu~ the date of receipt. We conducted our audit in accordance with generally accepted auditing standarci Government Auditing Standards, issued by the Comptroller General of the Un~ States; and the provisions of Office of Management and Budget (OMB) Circular A-J3 "Audias of Institutions of Higher Education and Other Nonprofit Institutioil~ Those standards and OMB Circular A-133 require that we plan and perform the auc: to obtain reasonable assurance about whether the financial statements are free material misstatement. Compliance with laws, regulations, contracts, and grants applicable to Sheph~:;~ Ministries, Inc. is the responsibility of the Ministries' management. As part <~ obtaining reasonable assurance about whether the financial statements are free <~ material misstatement, we performed test:s of the Ministries ' compliance w~ ~: certain provisions of laws, regulations, contracts, and grants. However, ~h~ objective of our audit of the financial statements was not to provide an opin:~c:: on overall compliance with such provisions. Accordingly, we do not express s~ ~: an opinion. The results of our tests disclosed no material instances of noncompliance that ~ required to be reported under Government Auditing Standards. 
HA~YIN A ]~[Xll CP.A H FRE~ I~ANOOW. [ FA ERNSI F ~ASSER. [IA 
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Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 

PM,~,It PAYNE, MOORE & HERRINGTON, LLP 

This report is intended for the information of the Executive Committee ar management of Shepherd Ministries, Inc., and the Legislative Auditor's offic~ However, this report is a matter of public record, and its distribution is nc limited[. 

Certified Public Accountants May 29, 1997 
/ /_.-L~P 
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PM+H 
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL AWARD PROGRAMS 

Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 
We have audited the financial statements of Shepherd Ministries, Inc. (a nonprof!~ organization) as of and for the year ended December 31, 1996, and have issued c~~! report thereon dated May 29, 1997. In our report, our opinion was qualifi~: because certain property and equipment acquired by donation for the operation ~ Hope House (a department of Shepherd Ministries, Inc.) are not recorded in t:~i financial statements. In our opinion, generally accepted accounting princip]~i require that such donated property and equipment be recorded at its fair value ~< the date of receipt. We have applied procedures to test the Ministries' compliance with the follow) requirements applicable to its federal sward programs, which are identified in t accompanying schedule of Federal Awards, for the year ended December 31, 1996: Political activity; civil rights; cash management; federal financial reports; allowable costs/cost principles; Drug-Free workplace Act; and administrative requirements. Our procedures were limited to the applicable procedures described in the Off::> of Management and Budget's "Compliance Supplement for Audits of Institutions ~ Higher Learning and Other Non-profi t Institutions. " Our procedures wc : ~! substantial]y less in scope than an audit, the objective of which is the express~<~: of an opinion on the Organization's compliance with the requirements listed in < h~ preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of our procedures disclosed r~ material instances of noncompliance with the requirements listed in the sec<:l paragraph of this report. With respect to items not tested, nothing came to <u attention that caused us to believe that the Organization had not complied, irl~ material respects, with those requirements. Also, the results of our proeedu!~ did not disclose any ilnmaterial instances of noncompliance with those requiremeat~ 
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Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 
PAYNE. MOORF. & HEI~.RINGTON, LLP 

This report is intended for the information of the Executive Committee 8: management of Shepherd Ministries, Inc., and the Legislative Auditor's offJo~ However, this report is a matter of public record, and its distribution is r~: limited. 
Certified Public Accountants 
May 29, 1997 
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PM+H PAYNE, MOORE & HERI<]NGTON, LLP [~RIIFIED PUSL/C gCOUNI,~IS 
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL AWARD PROGRAMS 

Executive Com~lit t ee Shepherd Ministries, Inc Alexandria, Louisiana 
We have audited the financial statements of Shepherd Ministries, Inc. (a nonprof organ:.zation) as of and for the year ended December 31, 1996, and have issued c report thereon dated May 29, 1997. In our report, our opinion was qualSfi~ because certain prope, ty and equipment acquired by donation for the operation -" Hope i~ouse (a department of Shepherd Ministries, Inc. ) are not recorded in t! financial statements. In our opinion, generally accepted accounting princ/p3~ requite that such donated property and equipment be recorded at its fair value i the date of receipt. We helve also audited the compliance of Shepherd Ministries, Inc. with th requirements geverning types of services allowed or unallowed; reporting; ~!: claims for advances and reimbursements that are applicable to its major fede] award program, which is identified in the accompanying Schedule of Federal Awarc:~. for the year ended December 31, 1996. The management of Shepherd Ministries, ]L~ is responsible for the Organization's compliance with those requirements. { : responsibilJ ty is to express an opinion on compliance with those requirements ba! on ou:c audit. We conducted our audit of compliance with those requirements in accordance w:: ~ generally accepted auditing standards; Government Auditing Standards, issued by ~ ~: Comptroller General of the United States; and office of Management and Budget (or[% Circular A-133, "Audits of Institutions of Higher Education and Other Nonpro:; Institutions." Those standards and OMB Circular A-133 require that we plan ~i perform the audit to obtain reasonable assurance about whether mater : :~ noncompliance with the requirements referred to in the second paragraph occurr(:{ An audit includes examining, on a test basis, evidence about the Organizatio:' compliance with those requirements. We believe that our audit provides a reasonab[ basis for our opinion. The results of our audit procedures did not disclose any in~naterial instances noncompliance with the requirements referred to above. 
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Executive Con~ittee Shepherd Ministries, Inc Alexandria, Louisiana 
PAYNE, MOORE & HERRINGTON, LLP 

respects, wJ are applicab 1996. This report is intended for the infer]nation of the Executive Committee a::~ management of the Shepherd Ministries, Inc, and Legislative Auditor's offJc<. However, this report is a matter of public record, and its distribution is nt limited. 
Certified Public Accountants May 29, 1997 
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PM~H PAYNE, MOORt- & HJ RR]NGTON, I.i.P 
INDRPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NONMAJOR PEDERAL AWARD PROGRAM TRANSACTIONS 

Executive Committee Shepherd Ministries, Inc Alexandria, Louisiana 
We have audited the financial statements cf Shepherd Ministries, Inc. (a nonprof organization) as of and for the year ended December 31, 1996, and have issued o: report thereon dated May 29, 1997. In our report, our opinion was qualifi,~ because certain property and equipment acquired by donation for the operation :: Hope House (a department of Shepherd Ministries, Inc.) are not recorded in t:. financial statements. In our opinion, generally accepted accounting principal,! require that such donated preperty and equipment be recorded at its fair valu( ~ the date of receipt. In connection with our audit of the financial statements of Shepherd MinistrJe Inc. and with our consideration of the Organization's internal control struclu used to administer federal award programs, as required by Office of Management a Budget (OMB) Circular A--133, "Audits of Institutions of Higher Education and O1 h Nonprcfit Institutions," we selected certail] transactions applicable to certa nolunajor federal sward programs for the year ended December 31, ]996. As required by OF~) Circular A-133, we have performed auditing procedures to re T: compliance with the requirements governing types of services allowed or unallow.~:: and eligibility that are applicable to those transactions. Our procedures we:< substantially less in scope than an audit, the objective of which is the expres~i:r of art opinion on the Organization ' s compliance with these requirement ! . Accordingly, we do not express such an opinion. with respect to the items tested, the results of those procedures disclosed material instances of noncompliance with the requirements listed in the precedi paragraph. With respect to items not tested, nothing came to our attention t~ caused[ us to believe that the Organization had not complied, in all mate~i respects, with those requirements. Also, the results of our procedures did r disclese any i~naterial instances of non~!ompliance with those requirements. 
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Executive Colnmit tee Shepherd Ministries, Inc Alexandria, LouJ siana 

PM~'iH PAYNE, MOORE & HERRINGTON, LLP 

This report is intended for the information of the Executive Committee a:id management of Shepherd Ministries, Inc., and the Legislative Auditor's offJc<. However, this repert is a matter of public record, and its distribution is n~:~ limited. 
Certified Public Accountants May 29, 1997 
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Executive Co~ittee Shepheld Ministries, Inc Alexandria, Louisiana 

PM,~,H PAYNE, MOORE & HERRINGTON. I.LP 
INDEPENDENT AUDXTOR'S REPORT 

We have audited the accompanying statement of financial position of Sheph~: -: Ministries, Inc. {a nonprofit organization) as of December 3], 1996, and [!~ related statements of activities, functional expenses, and cash flows for the y<_--~: then ,ended. These financial statements are the responsibility of "-!~ Organization's management. Our responsibility is to express an opinion on th~ financial statements based on our audit. We conducted our audit in accordance with genera31y accepted auditing standa~ !.~; Government Auditing Standards, issued by the Comptroller Genera] of the Un/t~ ] States; and the provisions of Office of Management and Budget (OMdg) Circular A-2.!_, "Audit~ of Institutions of Higher Education and Other Nonprofit Institution~ " Those standards and OMB Circular A-133 require that we plan and perform the aud to obtain reasonable aE;surance about whether the financial statements are free material misstatement. An audit includes examining, on a test basis, evide! ! supporting the amounts and disclosures in the financial statements. An audit s!~ includes assessing the accounting principles used and significant estimates m~;~ by management, as well as evaluating the overall financial ststement presentat/<: . We believe that our audit provides a reasonable basis for our opinion. As described more fully in Note 1 to the financial statements, certain property a:~:5 equipgent acquired by donation for the operation of Hope House (a department : Shephe:rd Ministries, Inc. ) are not recorded in the financial statements. In c :: opinion, generally accepted accounting principles require that such don~t : i property and equipment be recorded at its fair value at the date of receipt. ~: was not practicable to determine the e-ffects of the unrecorded property a::: equipment on the financial statements. In our opinion, except for the effect of not recording certain property equipment acquired by donation, as discussed in the preceding paragraph, t financial statements referred to in the first paragraph present fairly, in material respects, the financial position of Shepherd Ministries, Inc. as Deceraber 31, 1996, and the results of its operations and cash flows for the y~ then ended Jn conformity with generally accepted accounting principles. 
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PM~H PAYNE, MOORE & HERRINGTON, LLP Executive Committee Shepherd Ministries, Inc. Alexandria, Louisiana 
As discussed in Note 1 to the financial statements, effective January i, 1996 Shepherd Ministries, Inc. adopted Statement of Financial Accounting Standards Nc 124, Accounting for Certain Investments Held by Not-for-Profit Organizations. In accordance with Government Auditing Standards, we have also issued a repo:t, dated May 29, 1997, on our consideration of the internal control structure c~ Shepherd Ministries, Inc. and a report dated May 29, 1997, on its compliance wJtT: laws, regulations, grants and contracts. 
Certif!_ed PublJ c Accountants May 29, 1997 
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