
F or  ~b e 

A n n ual F in a
n eial B ep orz 

F
O

.
rFt~I~[ t",l 
tE Copy 

Y ear  I~n d ed  D
eeem b ej. 3 ]

, 1998  

Under provisions of state law, thts 
r, eport is a public docum ent. A 
copy of the report has been subm it- 
ted to the audited, or reviewed, 
entity and othar appropd,3te public 
officials. The re~ort is available for 
public inspection at the Baton 
Rauge office of 'the Legislative Audi. 
tot and, wh,~re appropri~te, at the 
office of tile parish clerk of court. 

Release Date -l~k~{~ ~, 1 !~  



Independent A uditors' Report I - 2 

Statem ent of Financial Position 

Statem ent of A ctivities 

Statem ent of Functional Expenses 

Statem ent of Cash Flow s 

N otes to Financial Statem ents 7 - 12 

Independent A uditors' Report on Com pliance and on Internal 
Control over Financial Reporting Based on an Audit of 
Financial Statem ents Perform ed in A ccordance w ith 
G overnm ent Auditing Standards 13 - 14 

SuoDlem ental Inform ation 

D epartm entalized Statem ent of Finan cial Position 

D epartm entalized Statem ent of A ctivities 

Summary of Findings an d Questioned Cost 
M an agem ent's Corrective A ction Plan 

Summary of Prior Year Findings an d Questioned Cost 

15 - 16 

17 

18 - 19 

20 

21 



 

JOHN S. ROZIER~ IV, C.P.A. 
M . DA],I~ nARRINOTON, C.P.A- 
M ARK S. M CKAY, C.P.A. 
LEE W . W I],I,IS, C.P.A. 

LAWRENC'E E. M AYEAUX, C.P.A. 

R O Z IE R , H A R R IN G TO N  &  M cK A Y  
CER TIFIED PUBLIC A CCO UNTANTS 

To the Board of D irectors 
Shepherd M inistries, Inc. 
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ALEXAN D RIA, LOUISIAN A 71301 
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IND EPENDEN T AUDITORS' REPORT 

M AILING ADI)RF.S S 
POST OFFICE BOX 12178 

ALEXANDRJA, 1.0DISIANA 71315 -217S 
TELEPHONE (318) 442-1608 
I'IqLECOI'IER (318) 48%2027 

W e have audited the accompanying statement of financial position of Shepherd M inistries, Inc. (a 
non-profit organization) as of December 31, 1998, and the related statements of activities, functional 
expenses and cash flow s for the year then ended. These financial statements are the responsibility of 
the Organization's m anagem ent. Our responsibility is to express an opinion on these financial 
statem ents based on our audit. 

W e 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 w e plan and perform  the audit to obtain reasonable assurance about whether the financial 
statem ents are free of m aterial m isstatem ent. An audit includes exam ining, on a test basis, evidence 
supporting the am ounts and disclosures in the financial statem ents. An audit also includes assessing 
the accounting principles used and significant estim ates m ade by m anagem ent, as w ell as evaluating 
the overall financial statem ent presentation. W e believe that our audit provides a reasonable basis 
for our opinion. 

A s discussed in N ote 1, Shepherd M inistries receives support in the form of donated m aterials and 
supplies. These donated item s are distributed to needy individuals as part of the M inistries' regular 
program activities; however, the value of donated items received and distributed are excluded from 
the accompanying financial statem ents. Furtherm ore, the value of donated m aterials and supplies 
held in inventory at D ecem ber 31, 1998 is excluded from the accompanying statem ent of financial 
position. The effect of excluding donated materials and supplies from the accompanying financial 
statem ents is not reasonably determ inable. 

In our opinion, except for the effect of the m atter discussed in the preceding paragraph
, the financial 

statem ents referred to above present fairly, in all m aterial respects, the financial position of Shepherd 
M inistries, Inc. as of D ecem ber 31

, 1998, and the results of its operations and its cash flow s for the 
year then ended in conform ity w ith generally accepted accounting principles. 

In accordance w ith Governm ent Auditing Standards, we have also issued a report dated M ay 24, 1999, 
on our consideration of Shepherd M inistries' internal control over financial reporting and our tests of its 
com pliance with certain provisions of law s, regulations, contracts and grants. 

-M em bers- 
Am erican Institute of certified Public Accountants ~ Society of Louisiana, GPAs 
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Board of Directors 
Shepherd M inistries. Inc. 

M ay 24, 1999 
Pace 2 

Our audit w as conducted for the purpose of form ing an opinion on the basic financial statem ents 
taken as a w hole. The supplem ental inform ation referred to in the table of contents is presented for 
purp oses 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 
statem ents and, in our opinion, is fairly stated in all m aterial respects in relation to the basic financial 
statem ents taken as a whole. 
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S~ m en t o[ Fin~ eial P osid o~  
D ecem ber 31, 1998 

Current assets: 

Cash and cash equivalents 

Grants and pledges receivable 
Inventories 

Total current assets 

Land, buildings, and equipment (net of accumulated depreciation) 

Endowm ent assets: 

Cash and cash equivalents 

Investm ents 

Total endowm ent assets 

Total assets 

Current liabilities: 
Bank overdraft 

Accounts payable 
Client trust funds 
Other current liabilities 

Total current liabilities 

N et assets: 

Unrestricted 

Tem porarily restricted 
Perm anently restricted 

Total net assets 

Total liabilities and net assets 

The accom panying notes are an Integral part of the financial statem ents. 
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347,281 

472,381 

39.505 

859.167 

918.414 

62,528 

608.624 

671.152 

$ 2.448.733 

3,509 

7,006 

14,046 

19.460 

44.021 

166,858 

1,737,854 

500.000 

2,404,712 

$ 2.448.733 



Statem ent of A ed vilies 
F or t/he Year  E n ded  D eeem b er 3 1, 1998 

Revenue and Support: 
Contributions 
Federal grants 
Program fees 
Investment incom e 
Net assets released  from restrictions 

Total revenue and suppo rt 

Functional expenses: 
Program services: 

Shepherd Center 
Hope  House 
Budget M anagem ent Serv ices: 
M aison de Coeur 
Phoenix Point 

Total program serv ices 

Supporting service s: 
M anagement and General 
Fund raising 

Total supporting serv ices 

Total functional expenses 

Increase (decrea se) in net assets 

Net assets - beginning of year 

Net assets - end of year 

Unrestricted 

$ 

105,219 
809.729 

Temporarily Permanently 
Restricted Restricted 7Oral 

549,626 
414,994 
113,693 
7,179 

(809,729) 

914.948 275.763 

236,521 
260,785 
141,804 

166,350 
2,000 

807.460 

24,900 
19.769 

44.669 

852,129 

62,819 275,763 

104.039 1,462,091 500.000 

$ 1,737,854 $ 500.000 

The accom panying notes are an integral part of the financial statem ents. 
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549,626 
414,994 

113,693 
112.398 

1.190.711 

236,52] 
260,785 

141,804 
166,350 
2,000 

807.460 

24,900 
19.769 

44.669 

852,]29 

338,582 

2,066,130 
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Statelnent of Casln Flow s 
F or tlne Year L~nded D eeem her 31. 1998 

Change in net assets 

Adjustments to reconcile changes in net assets to net cash provided 
(used) by operating activities: 

Depreciation 

Unrealized (gain) loss on investments 
Change in operating assets and liabilities: 

(Increase) decrease in accounts and grants receivable 
(Increase) decrease in inventories 
Increa se (decrease) in accounts payable 
Increase (decrease) in client trust funds 
Increase (decrease) in other current liabilities 

Net cash provided (used) by operating activities 

Purchase of land, buildings an d equipment 
Proceeds from maturity of investment securities 
Purchase of investments 

Net cash provided (used) by investing activities 

Cash flows from financine activities 
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 yea r 

Cash and cash equivalents - end of year 
Current cash and cash eq uivalent s 

Endowment cash an d cash eq uivalents 

$ 338,582 

43,687 

(46,593) 

(160,290) 
(28,453) 
1,703 

1,422 

__  (1,790) 
148,268 

(20,769) 
164,000 

(252,424,) 
~ 09,193) 

2,499 

2.499 

41,574 

368,235 

409,809 
347.281 

Supplem ental D ata: 
For the yea r ended  December 31, 1998, there were no cash payments for interest or income taxes 
Furthermore, there were no significant noncash investing or financing activities during the year. 

The accompanying notes are an Integral part of the financial statem ents. 
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SH E P H E R D  I~IIN IS TR IE S , IN C . 

N otes to F in an eiml St~ tem en ls 
D eeem b er 3 1, 1998  

Organization: 
Shepherd M inistries, Inc. is a non profit organization with operations in Alexandria, Louisiana. The 
operations of the M inistries consist of several com ponents w hich are consolidated for financial 
reporting purposes. The com ponents of the M inistry are described as follow s: 

Sh epherd Center - The principle activity of the Shepherd Center is furnishing 
emergency assistance to individuals in need. The Shepherd Center offers emergency 
assistance w ith utility, lodging, medical and transportation needs. In addition, the 
Shepherd Center operates an annual Christmas Cheer program that provides needy 
fam ilies w ith toys, food and other assistance associated w ith the Christm as season. 

B e House - Provides transitional housing for homeless women and their children. 
Partieipants are required to establish goals and engage in activities that will allow 
them to becom e independent. Progress is m onitored and assistance is provided by 
case workers. Hope House also sponsors the Phoenix Point Project, which provides 
transitional housing for hom eless m en, w omen and fam ilies. Phoenix Point activities 
have been presented separately form the rem aining H ope H ouse activities in the 
accompanying financial statem ents. 

Budget M anagem ent - Provides debt counseling and m oney m anagem ent services. 
M oney m anagem ent services requires participants to m ake paym ents in accordance 
w ith a detailed financial plan. Budget M anagem ent collects the required paym ents 
and distributes the fu nds to various creditors. Budget M anagem ent also provides 
training for prospective hom e buyers. In addition, it provides affordable housing by 
acquiring and rehabilitating qualified properties. 

M aison de Coeur - Provides service for homeless, terminally ill individuals. Services 
provided include transitional shelter, permanent shelter and compassionate care. 

Basis of Presentation 

The financial statem ents have been prepared on the accrual basis in conform ity w ith generally 
accepted accounting principles. Preparation of financial statem ents in conform ity w ith generally 
accepted accounting principles requires certain estim ates and assum ptions that affect reported 
amounts and disclosures. Accordingly, actual results could differ from those estim ates. 

As required by Statement of Financial Accounting Standards (SFAS) No. 117, net assets and 
activities are classified in the follow ing m anner: 

Unrestricted - Net assets that are not subject to donor imposed restrictions 
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SH E P H E R D  ~VlIN IS TB IE S , IN C . 

N otes to F in an eiai Statem en ts 
D ecem b er 3 1, 1998  

Temporarily Restricted - Net assets subject to certain donor imposed restrictions and 
restrictions im posed by grant agreem ents. Temporary restrictions apply when the 
restriction can be fulfilled by actions of the M inistry or by the passage of tim e. 

Permanently Restricted - Net assets subject to donor imposed restrictions that require 
these assets to be m aintained in a perpetual m anner. 

Revenues that are not subject to donor imposed restrictions are presented as increases in unrestricted 
net assets. Typical revenues are designated for a particular com ponent of the M inistry ; therefore, 
these am ounts are presented as increases in temporarily restricted net assets. Satisfaction of these 
restrictions is presented as net assets released from restrictions. Expenses are presented as decreases 
in unrestricted net assets. 

Incom e Taxes: 

The M inistry  is a not-for-profit corporation that is exempt from income taxes under Section 
501(c)(3) of the lnteroal Revenue Code. Furthermore, the M inistry is not classified as a "private 
foundation" by the Internal Revenue Service. 

Prom ises to Give: 

As required by generally accepted accounting principles, unconditional promises to give are reported 
as revenue when the prom ise is m ade. Conditional prom ises to give are recognized as revenue w hen 
the necessary conditions are fulfilled. 

Cash and Cash Eouivalents 

Cash and cash equivalents represent bank deposits and highly liquid investm ents w ith original 
m aturities of three m onths or less. 

Investm ents: 

M arketable securities are reported at quoted m arket values. Unrealized gains and losses are reported 
on the statem ent of activities as a com ponent of the change in net assets. 

Buildin 

Land, buildings and equipm ent are recorded at cost on the date of acquisition. Donated property is 
recorded at the estim ated fair value upon receipt. Depreciation on buildings and equipm ent is 
computed using the straight-line basis over estim ated useful lives ranging from 5 to 40 years. 

Assets donated with explicit restrictions regarding their use and contributions of cash earm arked to 
acquire property and equipm ent are reported as temporarily restricted support. Absent donor 
stipulations regarding how long those donated assets must be m aintained, the M inistry  reports 
expirations of donor restrictions when the donated or acquired assets are placed in service. The 
M inistry reclassifies temporarily restricted net assets to unr estricted net assets at that tim e. 
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SH E P H E R D  NIIN IS TR IE S , IN C . 

N otes to F inan eial Sta tem en ts 
D ecem b er 3 1, 1998  

Inventories: 

Inventories consist & residential real estate acquired by Budget M anagement Services for use in the 
Com m unity H ousing D evelopm ent program . These properties w ill be renovated and sold to eligible 
hom e buyers. Am ounts reported on the Statem ent of Financial Position are based on appraised 
values. 

The Shepherd Center receives various m aterials and supplies which are distributed to needy 
individuals. M ost 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 
im portant co m ponent of the Shepherd Center's program activities, but no effort is m ade to measure 
the value of food reeeived, distributed or held in inventory at year end. 

D onated Services: 

Volunteers are utilized extensively for both progr am and supporting serv ices. Contributed services 
are recognized if the services require specialized skills and the M inistries w ould be required to 
purchase these services if donated services were not available. 

At D ecem ber 31, 1998, grants and pledges receivable consisted entirely of unconditional promises to 
give. D etails regarding the am ount reported on the Statem ent of Financial Position are provided as 
follow s: 

Emergency Shelter Grant 
Supportive Housing Program 
Comm an ity Housing 

Developm ent 
Hom e Buyer Training 
Housing Opportunities for 

People with Aids 
M iscellaneous 

Budget 
Hope M anagement M aison 
House Services de Coeur 

Phoenix 
Point Total 

$ --- $ --- $ --- $ 40,000 $ 
307,105 

45 

79,843 
29,538 

9,400 
6.450 

40,000 
307,105 

79,843 
29,538 

9,400 
6.495 

$ 307,150 $ 109,381 $ 15,850 $ 40,000 $ 472,381 

Grants and pledges are considered entirely collectible and there is no allow ance for doubtful 
accounts. The portion attributable to Hope House w ill be collected with five years and the remaining 
balance is considered collectible w ith one year. 

In addition to the unconditional promises to give presented above, the Rapides Foundation has 
prom ised $26,391 to Phoenix Point; however, the funds are not available until Phoenix Point is 
successful in securing funding from the Department of Housing and Urban Development (HUD). 
HU D funding was awarded on January 11, 1999. 
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SH E P H E R D  M IN IS TR IE S , IN C . 

N otes to F inan cial S~a tem em ts 
D ecem b er  3 1, 199B  

N ote 3 - Investm ents: 

Investm ents are lim ited to am ounts held in the endow m ent fund. Investm ents at D ecember 31, 1998 
are presented as follow s: 

Preferred Stock 
M utual Funds 
Com m on Stock 

$ 201,940 
390,186 
16.498 

Total $ 608,624 

Investm ent incom e presented in the accompanying Statement of Activities includes net unrealized 
gains totaling $46,593. 

Land, buildings and equipm ent utilized by each component of Shepherd M inistries at December 31, 
1998 are presented as follow s: 

The 
Shepherd 
Center 

Budget 
Hope M anagem ent M aison 
House Services de Coeur 

Land, Buildings and Improvements $ 175,684 $ 382,139 
Furniture, Fixtures an d Equil~m ent 43,450 61,093 

$ 44,000 $ 392,122 $ 993,945 
16,749 50,069 171,361 

Vehicles 17.565 17,975 35.540 

Donor stipulations require that the building donated to M aison de Coeur be used for the purpose of 
providing a hom e for term inally ill individuals. In the event that the property ceases to be used in 
the prescribed manner, the building and any im provem ents will revert to the donor. 

N et assets that are attributable to a specific component of Shepherd M inistries, Inc. are classified as 
temporarily restricted. N et assets that are restricted for the general operations of a particular 
com ponent of Shepherd M inistries and net assets that are restricted for specific purposes are 
summ arized as follow s: 

- 10- 



SH E P H E R D  NIIN IS TR IE S , IN C . 

N otes to F inan eial S tatem en t~ 
D eeem ber 31, 199B 

N 

Shepherd M inistries, Inc. 
The Shepherd Center 
H ope House 
Budget M anagem ent Services 
M aison de Coeur 
Phoenix Point 

General 
O~ erations 

320,156 
753,161 
63,741 
399,608 
38_000 

Specific 

PuLposes Tot~ 

$ 12,500 $ 12,500 
320,156 

45,642 798,803 
105,046 168,787 

399,608 
- - - 38.000 

Total $ 1,574,666 $ 163,188 $ 1,737,854 

The endowm ent was established to provide a perm anent fund that will produce incom e for the 
operation of the various M inistries. Operation of the endowment fund is governed by a com mittee 
appointed by the board of Shepherd M inistries. Established policies require all contributions to the 
fund to be maintained in perpetuity. Furthermore, no income m ay be distributed unless the fair 
market value of the endowment fu nd's assets is at least $500,000. The fair market value of the 
endow m ent fu nd's assets at D ecem ber 31, 1998 is presented as follow s: 

Cash and cash equivalents $ 62,528 
Investm ents 608.624 

Unrestricted net assets-Endowment Fund $ 171.152 



SH E P H E R D  ~IIN IS TR IE S , IN C . 

N otes to F inan elal Statem en ts 
D eeem h er 3 1, 1998 

The am ount classified as unrestricted net assets represents accum ulated investm ent incom e in excess 
of the m inim um am ount required for distribution of incom e. 

At D ecem ber 31, 1998, funds on deposit with various financial institutions exceeded available 
Federal Deposit Insurance Coverage by approxim ately $ 174,074. 
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INDEPENDEN T AUD ITORS' REPORT ON COM PLIAN CE AN D ON 
IN TERN AL CON TROL OVER FIN AN CIAL REPORTING BA SED ON AN  
AUD IT OF FINAN CIAL STATEM EN TS PERFORM ED IN  ACCORD AN CE 

W ITH GO VERNM ENTAUDIT1NG STANDARDS 

To the Board of D irectors 
Shepherd M inistries, Inc. 

W e have audited the financial statements of the Shepherd M inistries, Inc., as of and for the year ended 
D ecember 31, 1998, and have issued our report thereon dated M ay 24, 1999. W e conducted our audit 
in accordance with generally accepted auditing standards and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. 

As part of obtaining reasonable assurance about w hether Shepherd M inistries' financial statem ents are 
free of m aterial m isstatem ent, w e perform ed tests of its compliance w ith certain provisions of law s, 
regulations, co ntracts and grants, nonco m pliance w ith w hich could have a direct and m aterial effect on 
the determ ination of financial statem ent am ounts. However, providing an opinion on com pliance with 

those provisions was not an objective of our audit and, acco rdingly, 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 Standa rds. 

In planning and perform ing our audit, w e co nsidered Shepherd M inistries' int ernal co ntrol over 
financial reporting in order to determ ine our auditing proced ures for the purpose of expressing our 
opinion on the financial statements and not to provide assurance on the internal co ntrol over financial 
reporting. However, w e noted certain m atters involving the internal co ntrol over financial reporting 
an d its operation that w e co nsider to be reportable conditions. Reportable co nditions involve m atters 
com ing to our attention relating to significant deficiencies in the design or operation of the internal 

control over financial reporting that, in our judgment, could adversely affect Shepherd Ministries' 
ability to record, process, sum m arize and report financial data consistent with the assertions of 
m anagem ent in the financial statem ents. Reportable conditions ar e described in the accom panying 
schedule of findings and questioned costs as item s 98-1. 

-M em bers- 
&rnerlcmn Instltu|e of Co~lflod Public A~countmnts ~ Society of Loulslanm, CPAs 
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Board of Directors 
Shepherd M inistries. Inc. 

M ay 24, 1999 
Pa~e 2 

A m aterial weakness is a co ndition in w hich the design or operation of one or more of the internal 
control co mponents does not reduce to a relatively low level the risk that misstatem ents in am ounts 
that w ould be m aterial in relation to the financial statem ents being audited m ay occur and not be 
detected  within a tim ely period by em ployees in the norm al co urse of perform ing their assigned 
functions. Our co nsideration of the internal control over financial reporting would not necessarily 
disclose all matters in the intern al control that might be reportable co nditions and, accordingly, would 
not necessarily disclose all reportable co nditions that are also considered to be m aterial w eaknesses. 
How ever, we believe none of the reportable co nditions described above is a m aterial weakness. 

This report is intended for the inform ation of m anagement. However, this report is a m atter of public 
record and its distribution is not limited. 
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SH E P H E R D  1PIIN IS TR IE S , IN C . 

Snm m ary of Findings and Questioned Cost 
D ecem b er 3 1, 1998  

W e were engaged to audit the financial statements of Shepherd M inistries, Inc. as of and for the year 
ended December 31, 1998, and have issued our report thereon dated M ay 24, 1999. W e conducted 
our audit in accordance w ith generally accepted auditing standards and the standards applicable to 
financial audits contained in Government Auditing Standard~, issued by the Comptroller General of 
the U nited States. Our report expresses a qualified opinion on the financial statem ents for the year 
ended D ecem ber 31, 1998. 

a. The report on internal control and com pliance m aterial to the financial statem ents reported the 
following item s: 

~ Internal Control - A reportable condition was noted; how ever, it was not considered to be 
a m aterial weakness. 

~ Com pliance - N o noncom pliance that is m aterial to the financial statem ents was noted. 

b. Federal Aw ards 

~ N/A, Federal Aw ards received during the year ended December 31, 1998 w ere not 
suffi cient in amount to require a single audit. 

c. Identification of M ajor Programs 

~ N/A 

98-1: Treasurv Function 

Each com ponent of Shepherd M inistries has custody of any funds that are the exclusive property of 
that particular component. In addition, Shepherd M inistries, Inc. m aintains a bank account that is 
used to deposit and disburse any funds that ar e not directly attributable to a particular component of 
the M inistries. The Treasurer of Shepherd M inistries, Inc. is responsible for executing transactions 
and m aintaining financial records related to this account; how ever, Shepherd M inistries has 
experienced problem s retaining docum entation to support transactions involving these funds. Som e 
conditions that m ay have contributed to this situation are described as follows: 

~ Transactions executed by the Treasurer are not posted on the M inistries' general ledger 
on a m onthly basis. Typically, these transactions are com piled annually and recorded as 

an audit adjustment. 
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Sum m ary  of Findings and Questioned Cost 
D ecem b er 3 1, 1998  

The position of Treasurer is occupied by a volunteer that serves w ithout compensation; 
how ever, the duties associated w ith this offi ce m ay exceed the level of responsibility 
ordinarily expected of volunteers. 
A new treasurer is typically appointed on a annual basis. Due to the rate of turnover 
associated w ith this position, the person serving in this capacity m ay not always be 
thoroughly fam iliar w ith the Treasurer's duties. Furtherm ore, frequent transitions to a 
new personnel can create opportunities for errors and om issions to occur. 

The persistent nature of the problems described above could adversely affect Shepherd M inistries' 
ability to properly report financial data. In order to resolve this problem , we recom mend establishing 
policies and procedures that will alleviate the problem s described above. Suggestions that m ay 
co ntribute to resolving the problems are provided as follows: 

~ Consider having the Treasurer or other responsible party subm it bank statem ents and 
check stubs to the M inistries" accountants on a m onthly basis. Allowing the accountants 
to compile these financial records on an regular basis w ill allow issues to be addressed in 
a tim ely m anner. 

~ Consider having the person responsible for writing cheeks attach supporting 
documentation to the check stub. This will provide a convenient mechanism for retaining 
the necessary supporting docum entation. 

~ Som e of the Treasurer's responsibilities revolve around the M inistries' payroll cycle. 
D ifficulties are enco untered because som e of the com ponents com pensate em ployees 
biweekly and other utilize a sem i-m onthly payroll cycle. To som e extent the Treasurer's 
duties could be sim plified by adopting a single payroll cycle. Since the sem i-m onthly 
payroll cycle involves only tw o paydays in each m onth, it is generally considered to be a 
preferable alternative to biweekly compensation. 

~ Consider transferring a portion of the Treasurer's reoccurring duties to an employee of 
Shepherd M inistries. A ssigning duties in this m anner w ill alleviate som e of the problem s 
associated with frequent turn over in the voluntary Treasurer position. In addition, an 
assignm ent of this nature w ill allow Shepherd M inistries, Inc. to conduct affairs during 
ordinary  business hours on a daily basis. 

~ Consider establishing a finance com m ittee that will share som e of the Treasurer's 
responsibilities. The com m ittee approach w ill allow som e of the burden previously 
associated w ith the Treasurer's position to be shared by a group. Furtherm ore, problem s 
associated with annual turnover of the Treasurer's position can be reduced by assigning 
the com m ittee m em bers to term s that exceed one year. These term s should be staggered 
in a m anner that perm its the com m ittee m em bers to be replaced in a gradual m anner 
rather than having all of the term s expire at once. 

~ N one 
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M anagem en t 's Correetive A etion P lan 
~ 99B  

SECTIO N I 
INTER NAL C O NTRO L AND CO M PLIA NCE M A TERIA L TO TIlE FINANC IAl, 

STA TEM ENTS. 

98-1 : Treasury Function: 98-1 : R esuonse 

Each com ponent of Shepherd M inistries has The m anagem ent of Shepherd M inistries, Inc. 
custody of any funds that are the exclusive concurs with the findings regarding the treasury 
property of that particular com ponent. In function. W e expect to implem ent policies and 
addition, Shepherd M inistries, Inc. m aintains a procedures that w ill correct any problem s 
bank account that is used to deposit and involving the treasury  fu nction. 
disburse any funds that are not directly 
attributable to a particular com ponent of the 
M inistries. The Treasurer of Shepherd 
M inistries, Inc. is responsible for executing 
transactions and m aintaining financial records 
related to this account; how ever, Shepherd 
M inistries has experienced problem s retaining 
docum entation to support transactions involving 
these funds. 

SECTIO N 1I 
INTERN AL CO NTRf)I, A ND CO M PLIA NCE M ATERIAL TO FEDERAL AW A RDS 

N/A - N o findings of this nature w ere reported. Response -N/A 

SECTIO N Ill 
M A NA G EM ENT LETTER 

N/A - N o findings of this nature w ere reported. Response - N/A 
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SH E P H E B D  #IIN IS TR IE S , IN C . 

Sum m ary  of Prior Year Findings 
D eeem b er 3 1, 1998  

SECTIO N ] 
INTERNAL CONTROL AND COM PLIANCE M ATERIAL TO THE FINANCIAL 

STATEM ENTS. 

No findings of this nature were reported as a result Response - N/A 
of the previous audit. 

SECTIO N II 
INTERNA L CO NTRO L A ND CO M PLIANCE M A TERIA L TO FEDERAL AW A RDS 

No findings of this nature were reported as a result Response - N/A 
of the previous audit. 

SECTIO N H I 
M ANA G EM ENT LETTER 

N o findings of this nature w ere reported as a result Response - N/A 
of the previous audit. 
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