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We have audited the accompanying statement of financial position of Shepherd Ministries, Inc. (a non-profit organization) as of December 31, 1997, and the related statements of activities, functional expenses and cash flows for the year then ended. These financial statements are the responsibility of the Organization's management. Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and Government Auditing Standards, issued by the Comptroller General of the United States. 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 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 audit provides a reasonable basis for our opinion. As discussed in Note 1, Shepherd Ministries receives support in the form of donated materials and supplies. These donated items are distributed to needy individuals as part of the Ministries' regular program aetivities; however, the value of donated items received and distributed are excluded from the accompanying financial statements. Furthermore, the value of donated materials and supplies held in inventory at December 31, 1997 is excluded from the accompanying statement of financial position. The effect of excluding donated materials and supplies from the accompanying financial statements is not reasonably determinable. In our opinion, except for the effect &the matter discussed in the preceding paragraph, the financial statements referred to above present fairly, in all material respects, the financial position of ShepheId Ministries, Inc. as of December 31, 1997, and the results of its operations and its eash flows for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued a report dated May 14, 1998, on our consideration of Shepherd Ministries' internal control over financial reporting and our tests &its compliance with certain provisions &laws, regulations, contracts and grants. -Meml~rt~- American Ins~Alurto of Certified Public; Ao~ountmnts ~ Social1 of Louisiana, CPAs 



Board of Directors Shepherd Ministries. Inc. May, 1998 Pa~e 2 
Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The supplemental information referred to in the table of contents is presented for purposes of additional analysis 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. 
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Statement of Flnanelal Position December 31. 1997 
Current assets: Cash and cash equivalents Grants and pledges receivable Inventories Total current assets 
Endowment assets: Cash and cash equivalents Investments Total endowment assets 
Land, buildings, and equipment (net of accumulated depreciation) 
Total assets 

Current liabilities: Bank overdraft Accounts payable Client trust funds Other current liabilities Total current liabilities 
Net assets: Unrestricted Temporarily restricted Permanently restricted Total net assets 
Total liabilities and net assets 
The accompanying notes are an Integral part of the financial statements. -3- 

$ 245,909 312,091 11,052 569.052 
122,326 473.607 595.933 
941,332 

$ 2.106.317 

1,010 5,303 12,624 21.250 40.187 
104,039 1,462,091 500.000 2.066.130 



For the Year Ended D~eml~r 31. 1997 

Revenue and Support: Contributions Federal grants Program fees Fundraising income Investment income Net assets released from restrictions 
Total revenue and support Functional expenses: Program services: Shepherd Center Hope House Budget Management Services: Maison de Coeur Total program services 

Supporting services: Management and General Fund raising Total supporting services 
Total functional expenses Increase (decrease) in net assets 

Net assets - beginning of year As previously presented Prior Period Adjustments 
As~stated Net assets - end of year 

Unrestricted 
43,502 $ 
60,972 857.649 

Temporarily Restricted 
472,439 103,432 109,066 100,087 5,570 (857,649) 

Permanently Restricted 
70,593 $ 586,534 103,432 109,066 100,087 66,542 

962,123 (67,055) 70,593 
269,523 252,631 155,654 159,356 837.164 
3,770 20.485 24,255 
861.419 100.704 
3,335 
(67,055) 70,593 
1,084,854 444,292 429,407 

965,66 
269,523 252,631 155,654 159,356 837v164 
3,770 20,485 
24,255 861_419 
104,242 
1.517,596 444,292 

3,335 1,529,146 429.407 1.961.888 104.039 $ 500.000 
The accompanying notes are mn Integral part of the financial statements. 
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Statement of Cash Flows For the Year Ended Deeember 31. 1997 
Change in net assets Adjustments to reconcile changes in net assets to net cash provided (used) by operating activities: Depreciation Contributions restricted for investment in endowment Unrealized (gain) losses on investments Change in operating assets and liabilities: (Increase) decrease in accounts and grants receivable (Increase) decrease in inventories (Increase) decrease in other current assets Increase (decrease) in accounts payable Increase (decrease) in client trust funds Increase (decrease) in other current liabilities Net cash provided (used) by operating activities iii Purchase of land, buildings and equipment Purchase of investments Net cash provided (used) by investing activities 
Contributions restricted for investment in endowment Increase in cash overdraft Net cash provided (used) by financing activities Net increase (decrease) in cash and cash equivalents Cash and cash equivalents - beginning of year 
Cash and cash equivalents - end of year Current cash and cash equivalents 
Endowment cash and cash equivalents 

$ 104,242 
42,661 (105,554) (19,793) 
143,800 (7,552) 647 8O2 2,049 10.454 171.756 
(101,269) (5,536) (106,805) 
115,554 1.010 116.564 
181,515 186.720 
368,235 245,909 

Supplemental Data: For the year ended December 31, 1997, there were no cash payments for interest or income taxes. Furthermore, there were no significant noncash investing or financing activities during the year. 
Th~ mccompanylng notes aro an Integral part of tho financial stmtom~nt:. ~5- 



Notes to Finaneial Statements Deeember 31, 1997 
O~_ganization: Shepherd Ministries, Inc. is a non profit organization with operations in Alexandria, Louisiana. The operations of the Ministries consist of several components which are consolidated for financial reporting purposes. The components of the Ministry are described as follows: Shepherd Center - The principle activity of the Shepherd Center is furnishing emergency assistance to individuals in need. The Shepherd Center offers emergency assistance with utility, lodging, medical and transportation needs. In addition, the Shepherd Center operates an annual Christmas Cheer program that provides needy families with toys, food and other assistance associated with the Christmas season. School supplies and fees are also available for qualified participants. 
Hope House - Provides transitional housing for homeless women and their children. Participants are required to establish goals and engage in activities that will allow them to become independent. Progress is monitored and assistance is provided by case workers. 
Budget Management - Provides debt counseling and money management services. Money management services requires participants to make payments in accordance with a detailed financial plan. Budget Management collects the required payments and distributes the funds to various creditors. Budget Management also provides training for prospective home buyers. In addition, it provides affordable housing by acquiring and rehabilitating qualified properties. Maison de Coeur - Provides service for homeless, terminally ill individuals. Services provided include transitional shelter, permanent shelter and compassionate care. 

Basis of Presentation: The financial statements have been prepared on the accrual basis in conformity with generally accepted accounting principles. Preparation of financial statements in conformity with generally accepted accounting principles requires certain estimates and assumptions that affect reported amounts and disclosures. Accordingly, actual results could differ from those estimates. As required by Statement of Financial Accounting Standards (SFAS) No. 117, net assets and activities are classified in the following manner: Unrestricted - Net assets that are not subject to donor imposed restrictions Temporarily Restricted - Net assets subject to certain donor imposed restrictions and restrictions imposed by grant agreements. Temporary restrictions apply when the restriction can be fulfilled by actions of the Ministry or by the passage of time. 
-7- 



l'erm_anently Restricted - Net assets subject to donor imposed restrictions that require these assets to be maintained in a perpetual manner. 

Income Taxe_s~ The Ministry is a not-for-profit corporation that is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code. Furthermore, the Ministry is not classified as a "private foundation" by the Internal Revenue Service. Promises to Give: 
Cash and Cas_h Equivalents: Cash and cash equivalents represent bank deposits and highly liquid investments with original maturities of three months or less. Investments: Marketable securities are reported at quoted market values. Unrealized gains and losses are reported on the statement of activities as a component of the change in net assets. Land, Buildin~s and Equipment: Land, buildings and equipment are recorded at cost on the date of acquisition. Donated property is recorded at the estimated fair value upon receipt. Depreciation on buildings and equipment is computed using the straight-line basis over estimated useful lives ranging from 5 to 40 years. Assets donated with explicit restrictions regarding their use and contributions of cash earmarked to acquire property and equipment are reported as temporarily restricted support. Absent donor stipulations regarding how long those donated assets must be maintained, the Ministry reports expirations of donor restrictions when the donated or acquired assets are placed in service. The Ministry reclassifies temporarily restricted net assets to unrestricted net assets at that time. Inventories: Inventories consist of residential real estate acquired by Budget Management Services for use in the Community Housing Development program. These properties will be renovated and sold to eligible home buyers. Amounts reported on the Statement of Financial Position are based on appraised values. 

-8- 



Notes to Financial Statements December 31, 1997 
The Shepherd Center receives various materials and supplies which are distributed to needy individuals. Most of the items distributed by the Shepherd Center have little or no fair market value; however, large quantities of food are collected, stored and distributed. The distribution of food is an important component of the Shepherd Center's program activities, but no effort is made to measure the value of food received, distributed or held in inventory at year end. 
Donated Services: Volunteers are utilized extensively for both program and supporting services. Contributed services are recognized if the services require specialized skills and the Ministries would be required to purchase these services if donated services were not available. 
At December 31, 1997, grants and pledges receivable consisted entirely of unconditional promises in give. Details regarding the amount reported on the Statement of Financial Position are provided as follows: 
Emergency Services Grant Supportive Housing Program Community Housing Development Home Buyer Training Housing ~rltmities for People with Aids Miscellaneous Total 

The Shepherd Center Hope House Budget Management Maison Services de Cceur Total $ 5,131 $ $ $ --- $ 5,131 -- 103,284 103.284 112,659 32,255 56,062 2300 
112,659 32.255 56,062 2,700 $ 5.131 ~ 2~_g~4 ~4=4~9~ ~ 7,ff~2 $3102~091 Grants and pledges are considered entirely collectible and there is no allowance for doubtfil accounts. Furthermore, the entire balance is considered collectible with one year. 

Investments are limited to amounts held in the endowment fund. Investments at December 31, 1997 are presented as follows: 
US Treasury Securities, Maturing 08/15/98 Mutual Funds Common Stock Total 
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$158,465 293,467 21,675 
$ 473.607 



Notes to Financial Statements Deeember 31, 1997 
Investment income presented in the accompanying Statement of Activities includes net unrealized gains totaling $19,793. 
Land, buildings and equipment utilized by each component of Shepherd Ministries at December 31 1997 are presented as follows: The Budget Shepherd Hope Management Maison Center House Services de Coeur Land, Buildings and Improvements $175,684 $ 382,139 $ 44,000 Furniture, Fixaures and Equipment 35,950 55,093 16,749 Vehicles 17,565 17,974 --- Total Accumulated Depreciation Net 

229,199 (78,712) 455,206 (116,120) 60,749 (18,648) 
$ 392,122 42,801 
434,923 (25,265) 
$ 993,945 150.593 35,539 1,180.077 (238.745) $1504+48787 $ 339,()86 $42+101 _$4~58 ~ 9_41~332 Donor stipulations require that the building donated to Maison de Coeur be used for the purpose of providing a home for terminally ill individuals. In the event that the property ceases to be used in the prescribed manner, the building and any improvements will revert to the donor. 

Nature of Restriction: General Operations Home Buyer Training Community Housing Development Building Renovation 

The Budget Shepherd Hope Management Maison Center House Services de Coeur 
$ 281,054 $ 524,570 $ 18,673 32,255 123.711 

Total Restricted Assets $ 28 L0.L4 $ 554.570 $1_74,629 
276,125 32.255 123,711 30.000 $1,~62,o~1 

The endowment was established to provide a permanent fund that will produce income for the operation of the various Ministries. Operation of the endowment fund is governed by a committee appointed by the board of Shepherd Ministries. Established policies require all contributions to the fund to be maintained in perpetuity. Furthermore, no income may be distributed unless the fair market value of the endowment fund's assets is at least $500,000. The fair market value of the endowment fund's assets at December 31, 1997 is presented as follows: 
-10- 



Notes to Financial Statements December 31, 1997 Cash and cash equivalents Investments Net assets Permanently restricted net assets 
$ 122,326 473,607 595,933 500,000 Unrestricted net assets $__9_5.933 The amount classified as unrestricted net assets represents accumulated investment income in excess of the minimum amount required for distribution of income. 

At December 31, 1997, funds on deposit with various financial institutions exceeded available Federal Deposit Insurance Coverage by approximately $ 73,601. 

Supportive Housing Program Community Housing Program Home Buyer Training Housing Opportunities for People With Aids Emergency Shelter Grants Total 

Hope House Budget Maison Management de Coeur Total 
$ 
56,061 31,579 
$ 201,570 122,871 32,211 
56,061 31,579 $~2_0J 5,57070 $~_/55.082 _$876+6~40 $4.44.292 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GO VERNMENT A UD1TING STANDARDS 

To the Board &Directors Shepherd Ministries, Inc. 
We have audited the financial statements of the Shepherd Ministries, Inc., as of and for the year ended December 31, 1997, and have issued our report thereon dated May 14, 1998. We conducted our audit in accordance with generally aceepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether Shepherd Ministries' financial statements are free of material misstatement, we performed tests of its compliance with 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. However, 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 Government Auditing Standards. 
In planning and performing our audit, we considered the Shepherd Ministries' internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal 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 relatively 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 timely period by employees in the normal course of performing their assigned functions. 

.Memla~rs- Almerl~ln Institute of GIbrlJfled Publl~ A~~ountltnls * 8o~iatlr of Loullllnln, OPAl -12- 



Board of Directors Shel~herd Ministries. Inc. May 14, 1998 Pa~e 2 
We noted no matters involving the internal control over financial reporting and its operation that we consider to be material weaknesses. This report is intended for the information of management. However, this report is a matter of public record and its distribution is not limited. 
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Current assets: Cash and cash equivalents Grants and pledges receivable Inventories Interdepartmental receivable Total current assets Endowment assets: Cash and cash equivalents Investments Tolal endowment assets Land buildings and equipment, (net) Total assets 

Current liabilities: Bank overdraft Accounts payable Client trust funds Interdepartmental payable Other current liabilities Total current liabilities Net assets: Unrestricted Temporarily restricted Permanently restricted Total net assets Total liabilities and net assets 

Shepherd Ministries Shepherd Center Hope House Budget Management 
13,031 $ 105,786 $ 116,972 $ 5,131 103,284 
3.031 
122,326 473,607 595,933 

Maison de Coeur 7btal 
10,120 $ S 44,915 58,761 11.052 19.650 130,567 220,256 166,087 58,761 

150,487 $ 281.054 339.087 

$ $ $ 
4,925 4,925 
104,039 500,000 604,039 281.054 281.054 
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245,tY09 312,091 11.052 19.65(I 588.702 
122,326 473.607 5!)5,933 42,101 409,657 941,332 $ 208,188 

$ 2,041 2,143 589 4,773 
10,481 19.650 3,418 33,549 
$ 1,010 S 1,010 3,262 5,303 12,624 19.650 12,318 21,259 16,590 59.837 

74,639 451,828 174,639 
104.039 1,462,091 500.000 2,066.130 $ 559,343 $ 208,188 $ 468,418 S 2,125.967 
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