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LLC

INDEPENDENT AUDITORS' REPORT

Board of Dircetors
United Methodist HOPE Ministries, Inc.
Baton Rouge, Louisiana

We have audited the accompanying statcment of financiul position of UNITED METHODIST HOPE
MINISTRIES, INC. (a not-for-profit organization) (HOPE Ministries) as of December 31, 2010, and
the related statements of activities and cash flows for the year then ended. These financial statements
are the responsibility of HOPE Ministries® management, Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audifs contained in 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 cvaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis tor our opinion.

In our opinion, the financial statements referred to above present fairly, in all matcnal respects, the
financial position of UNITED METHODIST HOPE MINISTRIES, INC. as of December 31, 2010,
and the changes in net assets and its cash flows for the year then cnded in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issucd a report dated June 21, 201,
on our consideration of UNITED METHODIST HOPE MINISTRIES, INC.’s internal control over
financial reporting and on our tests of its corpliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of our audit performed in accordance with Government Auditing Standards
and should be considered in assessing the results of our audit.
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Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The accompanying supplemental information on page 15 is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements; and, in our
opinion, such information is fairly stated in all material respects in relation to the basic financial

statements taken as a whole.
! \
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Certified Public Accountants

Baton Rouge, Louisiana
June 21, 2011
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UNITED METHODIST HOPE MINISTRIES, INC.

CURRENT
Cash
Accounts receivable

Prepaid insurance
Total current assets
INVESTMENTS

PROPERTY, nct

Total assets

CURRENT LIABILITIES
Accounts payable
Accrued liabilities

Total current habilities

NET ASSETS
Unrestricted
Temporarily restricted
Pennancntly restricted

Total net assets

Baton Rouge, Louisiana

STATEMENT OF FINANCIAL POSITION

December 31, 2010

ASSETS

LIABILITIES AND NET ASSETS

Total liabilities and net assels

The accompanying noles to financial statements
arc an imiegral part of this statement,
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Exhibit A

$ 63,523
114,710
12,586

190,819
24,737
209299

3 514,855

$ 4,048
4272

8,320

159,035
32,500
315,000

506,535

e

. o14.85



UNITED METHODIST HOPE MINISTRIES, INC.

Baton Rouge, Louisiana
STATEMENT OF ACTIVITIES

For the year ended December 31, 2010

Exhibit B

Temporarily Permanently
Unrestricted  Restricted Restricted Total
PUBLIC SUPPORT AND REVENUE
Grants $ 297909 § 82,500 % - 380,409
Contributions:
Community 103,601 - - 103,604
Individual 83,959 - - 83,959
Other:
In-kind 512,024 - - 512,024
Social enterprise 20,565 26,565
Fundraiser 24,437 - - 24,437
Investment 2,165 - - 2,165
Rental and other 26,118 - - 26,118
1,076,778 82,500 - 1,159,278
Net assels released from restrictions 66,043 (66,043) - -
Total public support and revenue 1,142,821 16,457 - 1,159278
EXPENSES
Program services 990,742 - 490,742
Fundratsing 27,016 - 27,016
Management and general 71,780 - - 71,780
Total cxpenses 1,049,538 - - 1,089,538
Increase 1n net assets 53,283 16,457 - 69,740
NET ASSETS
Beginning of year 105,752 16,043 315,000 436,795
End of year $ 158,035 § 32500 3 315,000 506,535

The accompanying notes to (inancial statements
arc an integral part of this statement.
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Exhibit C

UNITED METHODIST HOPE MINISTRIES, INC.

Baton Rouge, Louisiang
STATEMENT OF CASH FLOWS

Vor the year ended December 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES

[ncrease in net assets $ 69,740
Adjustments for non-cash items:
Depreciation 6,234
Unrealized gain on investments (1,018)
Change in operating assets and liabilities:
Reccivables and other assets (48,168}
Accounts payable and other liabilities 533
Net cash provided by operating activities 27,371
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property (1,010)
Purchase of investments (1,148)
Net cash used by investing activitics (2,158)
Net in¢rease in cash 25213
CASH
Beginning of ycar 38,310
End of year $ 63,523

The accompanying notes to tinancial statemenis
are an integral parl of this statement.
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Exhibit D
(Continued)

UNITED METHODIST HOPE MINISTRIES, INC.

Baton Rouge, Louisiana
NOTES TO FINANCIAL STATEMENTS
NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of activities

United Methodisi HOPE Ministries, Inc. (HOPE Mmistries) is a church affiliated non-
profit organization working with transitionally homeless families, and impoverished
individuals in south Louisiana to help them become self-sufficient, enhance work and
cducation possibilities, and become equipped to make sound decisions and solve
problems. HOPE Ministries funds its mission through contributions and grants from
various organizations and individuals in south Louisiana.

Basis of presentation

HOPE Ministries prepares its financial statements on the accrual basis of accounting.
The significant accounting policics are described below to enhance the usefulness of the
financial stalements.

HOPE Ministries reports information regarding their financial position and activities
according Lo three classes of net assets: unrestricted net assets, temporanly restricted net
assels, and permanently restricted net assets.

The statement of activities presents cxpenses of HOPE Ministries functionally by
program services, fundraising, and management and general.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make cstimates and assumptions that
affect the reported amounts of assets and habilities and disclosures of contingent asscts
and lizbilites, at the date of the financial statements and the reporled amounts of
revenues and expenses during the reported period. Actual results could differ from those
estimates. FEstimates are used primarily when accounting for the atlowance for doubtful
accoums, depreciation, prepaid assets, accrued liabilities and in-kind revenues.

{continued)
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Exhibit D
(Contintued)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income tax statas

HOPE Ministrics qualifics as a lax exempt organization under Section 501(c¢)(3) of the
Internal Revenue Code; therefore, the financial statements have no provision for federal
and state income tax.

HOPE Ministries follows FASB ASC 740-10, Accounting for Uncertainty in Income
Taxes. Management has determined that there is no impact o the financial statements
as a result of ASC 740-10.

Restricted and designated net assets

Unrestricted net assets represent resources over which the Board of Directors has
discretionary control and are used to fund operations of FIOPE Ministries in accordance
with its bylaws.

Temporarily restricted net assets are contributions and grants restricted for various
purposes. During 2010, contributions of $66,043 were transierred to unrestricted net
asscts as restrictions were satisfied.

Permanently restricted net assets arc comprised of a building and land that were donated
to HOPE Ministries by the Louisiana Annual Conference of the United Methodist
Church. The property cannot be sold and is to revert to the Louisiana Annual
Conference ot the United Methodist Church if HOPE Ministries ccases (o exist.

Cash and cash equivalents

HOPE Ministries considers all highly liquid investments, money market tunds and
certificates of deposit with a maturity of three months or less at the date of acquisition to
be cash equivalents. There were no cash equivalents at December 31, 2010.

Investments
Investments have been recorded at market value, with the amount of unrealized gain or
loss recorded in the statement of activities.  The investmieats are pooled funds

maintained by the United Mcthodist Foundation of Louisiana (UMFL) in a balanced
fund that is invested in a diversified portfolio of domestic and intemational stocks.

{continued)



Exhibit D
(Continued)

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments (continued)

FASB ASC 810, Fair Value Measurements, establishes a framework for measuring fair
value through a hierarchy that prioritizes the sources of pricing information {inputs) to
valuation techniques used for measurement. The highest priority is given to unadjusted
quoted prices in active markets for identical assets or liubililies {level 1 measurements)
and the lowest priority to unobservable inputs (Ievel 3 measurements). The three levels
of the fair valuc hierarchy under ASC 810 are desenbed as follows:

Level 1 — Unadjusted quoted prices for identical assets or liabilities in active markets
that HOPE Ministries has the ability to access.

Level 2 - Inputs including:

¢« Quoted prices for simitlar assets or liabilities in active markets;

¢ Quoted prices for identical or similar asscts or liabilities in inactive markets;

e [nputs other than quoted prices that arc observable for the asset or liability;

e [nputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the assct or liability has a specified (contractuat) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3 — [nputs that are unobservable and significant to the fair value measurement.

[nvestments n equity sccurities with readily determinable fair valucs are recorded at fair
value using level 1 inputs. Unrealized gains and losses are recorded in current year
operations as incréases or decreases in net assets.  Dividend, interest, and other
mvestment income ave recerded as an increase in net agsets.

Accounts receivable

Accounts reccivable are recorded at cost, net of an allowance for doubtful accounts,
Management believes all accounts are collectible; therefore, no such allowance has been
recorded at December 31, 2010. HOPE Ministries does not require collateral for its
receivables, and there werc no reccivables over 90 days past due,

Property and depreciation
Purchased property with an original value of over $500 is recorded at cost or fair market

value if donated and depreciated over the cstimated useful lives using the straight-line
method. Maintenance and repairs expenditures are expensed as incured.



Exhibit D
(Continucd)

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Vacation and sick leave

Vacation leave is earned at varying rates for four to five weeks per year depending on
the length of service. A maximum of 26 days of unused vacation leave may be carried
over at December 31, Vacation [eave at December 31, 2010, was $4,114, and is
included in accrued liabilities.

Fair value of financial instruments

The carrying value of rcceivables, prepaid insurance, accounts payable, and accrucd
liabilities approximates fair value due to the short-term maturity of these instruments.
None of these financial instruments are held for trading purposes.

CGrant revenue

HOPE Ministries receives grants to support their activiries as well as grants restricted
for specific purposes. Restricted grants that have not been fully expended at year-end
are classified as temporarily restricted net assets.

Concentrations of credit rislk

Financial instruments which subjcct HOPE Ministrics to concentrations of credit risk
consist primarily of investments m money market funds and mutual funds. HOPE
Ministries typically maintains cash and temporary investinents in local banks that may,
at times, exceed the FDIC timits; however, management believes the risk is limited.

In-kind contributions

The value of contributed poods and services has been recognized at the fair market
value of thc beneht received. HOPE Mimustries received $512,024 as in-kind
contributions during the year ended December 31, 2010, which included $379,083 in
contribuled food and $132,941 in contributed services.

Contributions of services are recognized in the financial statements if the services
enhance or create non-financial assets or require specialized skills, are provided by
individuals possessing thesc skills, and would typically be purchased if not provided by
donation.

Advertising

Advertising cxpenses are cxpensed as incurred; however, lhere were no advertising
expenses in 2010



Exhibit D
(Continued)

NOTE 2 - INVESTMENTS

Investments, with a cost of $29,735 and fair value of $24,737, werc held in the UMFL
Balanced Fund.

Investment income is comprised of the following:

Amount
Interest Y 1,147
Unrealized pain 1,018
$ 2,165
NOTE 3 - ACCOUNTS RECEIVABLE
At December 31, 2010, accounts receivable were as fotlows:
___Amount
East Baton Rouge City/Parish $ 89,707
Huey & Angelina Wilson Foundation 15,000
First Uniled Mcthodist Church 6,250
First United Mcthodist Church - Denham Springs 2,000
Individuzl Donations - Paypal 1,253
Albemarle Foundation 500
§__ 4710
NOTE 4 - PROPERTY
At December 31, 2010, property is as follows:
Estimated
Description Service Life Amount
Building 39 years $ 173,000
Equipment 5 years 35,283
Furniture and (ixtures 7 years 7,433
Land - 142,000
357,716
Less accumwulated deprectation . (58417

$ 299,209
Depreciation expense was $6,284 for 2010.
NOTE 5 - SIGNIFICANT SOURCES OF REVENUE

The majority of 2010 support was received from contributors and granting agencics
from the Baton Rouge arca. East Baton Rouge City/Parish contributed approximatcly
47% of totud revenue for 2010, Addifionally, 55% of the donated food for distribution
through the Food Pantry program was donated by the Grealer Baton Rouge Food Bank.

10



(Continued)
NOTE 6 - OPERATING LEASE

In 2010, HOPE Ministries received rental income of $24,000. The lease is through
March 2014, but is cancelable by cither party.

NOTE 7- SUBSEQUENT EVENTS

In preparing these financial statements, HOPE Ministries has evaluated events and
transactions for potential recognition and disclosure through June 21, 2011, the date the
financial statements werc available to be issued.



Special Independent Auditors' Reports

UNITED METHODIST HOPE MINISTRIES, INC.
Baton Rouge, Louisiana

December 31, 2010
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUNT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Board of Directors
United Methodist HOPE Ministries, [nc.
Baton Rouge, Louisiana

We have audited the financial statements of UNITED METHODIST HOPE MINISTRIES, INC. (a
not-for-profit organization) (HOPE Ministries) as of and for the year ended December 31, 2010, and
have issued our report thercon dated June 21, 201 1. We conducted our audit in accordance with auditing
stundards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

[n planning and performing our audit, we considered HOPE Ministries’ internal control over financial
reporting as a basts for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectivencss of HOPE
Ministries’ internal control over financial reporting.  Accordingly, we do not express an opinion on the
cffectiveness of HOPE Ministries® internal control over financial reporting,

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and was not designed to identity all deficiencies in intetnal control over
financial reporting that might be signilicant deficiencies, or matetial weaknesses and therefore, there can
be no assurance that all deficiencies, significant deficiencics, or material weaknesses have been
identified. However, as described in the accompanying schedule of findings and questioned costs, we
identitied a deficiency in intermal coutrol over financial reporting that we consider to be a material
weakness,

A deficiency in internal control cxists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on 4 timely basis. A material wealness is a deficiency, or combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the entity’s financial statcments will not be prevented, or detected and corrected on a timely basis.
We congider the deficicncy described in the accompanying schedule of findings and questioned costs to
be a material weakness,

A significant deficiency 1s a deficiency, or a combination of deficiencies, in intemal control that is [ess
scvere than a material weakness, yet important cnough to merit attention by those charged with
governance,
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether HOPE Ministries” financial statements are frec
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, 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.

HOPE Ministries’ response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit HOPE Ministries’ response and,
accordingly, we express no opinion on it.

This report is intended solely for the information of the Board of Directors, management, state and
federal granting agencies, and the Louisiana Legislative Auditor and is not tntended to be and should not
be used by anyone other than these specified parties. Under Louisiana Revised Statute 24:513, this
report is distributed by the Louisiana Legislative Auditor as a public document,

ﬁwz ¢ M}@%, Lec

Certified Public Accountants

Baton Rouge, Louisiana
June 21, 2011



UNITED METHODIST HOPE MINISTRIES, INC.
Baton Rouge, Louisizana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended December 31, 20[0

A) SUMMARY OF AUDIT RESULTS

l.  The auditors’ report expresses an ungualified opinion on the financial statements of United
Methodist HIOPE Ministries, Inc.
2. There is one internal control finding that is described in Item 2010-1.

B) FINDING - FINANCIAL STATEMENT AUDIT

2010-1 PREPARATION OF FINANCIAL STATEMENTS

Observation: HOPE Ministries’ relies on its auditors to assist in the preparation of external financial
statements and related disclosures. Under U.S. generally accepted auditing standards, we cannot be
considered part of HOPE Ministries’ internal control structure. The design of the internal control
structure does not otherwise include procedures to prevent or detect a material misstatement relating to
the preparation and reporting of the external financial statements.

Recommendations; Management has determined that the cost of implementing such controls would not
represent prudent use of available resources and is satisfied with using its auditing firm to assist in
preparation of the external financial statements; therefore, no change is recommended. However, this
matter will continue to be reported.

Management's corrective action plan: Manzagement intends to continue using the auditing firm to
prepare the external financial statements and related footnote disclosures.
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