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Minutes
LCMS North Dakota District Board of Directors
August 16, 2019 – Third Quarter Meeting
CALL TO ORDER AND OPENING DEVOTION
The August 16, 2019 Third Quarter meeting of the LCMS North Dakota Board of Directors
was called to order at Messiah Lutheran Church in Mandan, by Rev. Tom Marcis, Chairman
at 1:04 p.m. Members present: Rev. Arie Bertsch, District President; Rev. Kirk Peters, 1st
Vice President; Rev. Steve Schulz 2nd Vice President; Rev. Tom Marcis, Chairman; Mr.
John Riley, Vice Chairman; Rev. Joshua Reimche, Secretary; Mr. Leon Bladow, Treasurer;
Mr. Kirk Rosin, Mrs. Tina Davidson, Mrs. Tami Ulland, Business Manager; Mr. Jason
Paradis, Mr. Paul Huber, Rev. Dr. Matt Richard, Mrs. Kay Kreklau. Absent: None.
President Bertsch opened with a devotion from The Treasury of Daily Prayer and Exodus 12.
The board continued the study of The Augsburg Confession Article III: The Son of God.
Chairman Marcis reviewed the agenda. Approval of the amendments to the Constitution
and Bylaws for Immanuel Fargo was added to the agenda. The agenda was adopted as
amended.
CONSENT AGENDA
Chairman Marcis called the board’s attention to the proposed consent agenda in order to
expedite addressing some of the regular business of a board meeting. Opportunity was
provided for board members to request the removal of specific items from the consent agenda
to be discussed during the meeting. The Wittenberg Report was moved to the regular agenda
for discussion. It was moved, seconded, and passed to adopt the consent agenda as
amended, which includes the following items:
• Minutes from April 5, 2019
• Ed Bean Reports*
• 2018 – 2020 Tentative Meeting Schedule
o Board of Directors October 25 Beautiful Savior Fargo
o Board of Directors February 7 Zion Bismarck
o Board of Directors April 3 Beautiful Savior Fargo
o Planning Council & Board August 20-21 St Paul Minot
o Board of Directors October 30 Beautiful Savior Fargo
o District Convention January 25-27, 2021 - Fargo
*Items attached to these minutes as Appendix A
BOARD ACTION ITEMS
Immanuel Fargo Bylaws
The Committee on Constitution and Bylaws reviewed Immanuel’s revised Constitution
and Bylaws and recommended that the BOD approve. It was moved, seconded and
passed to approve the Committee’s recommendation.
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Wittenberg Report
Pastor Suelzle continued to lead Bible Study through the summer for a couple of
students taking classes. Regular services will begin August 25th with a welcoming BBQ.
Students will be studying the book of Hebrews on Sunday, and additional Bible Study
and supper on Wednesday evenings. New “No Parking” signs have been installed
however, if this does not solve the parking issue, he may talk to a towing company to
ensure parking is available for Wittenberg students. Security cameras have been
installed in the building since the facility is unlocked at all times for student access.
Pastor Suelzle also resigned his vacancy service to St. John, Hillsboro as of August 18.
Review of Synod Convention Expenses
There is an outstanding balance due of $5,548 which has not yet paid by congregations.
There is still $7,000 on hand with only a few outstanding expenses. If the outstanding
balances are paid, there will be about $5,000 left over to go toward next synod
convention.
District Pay Scale
Rev. Schultz and Tami presented the proposed Ordained and Commissioned Salary
Scale. It was moved, seconded and passed to adjust the ordained scale, and
commissioned base rate by 1.3% across the board.
There was also discussion about having the board review and approve salary scales at the
April meeting so that congregations would have more time to prepare their budgets rather
than receiving them in August as usual. No action was taken at this time but the topic
will be revisited at a future meeting.
CTAP Update
There was extended discussion about a definite criteria for granting loan forgiveness to
individuals with outstanding CTAP loan balances, who have either not entered Full-Time
Church Work, or have served only in a Part-Time capacity. The Board was unable to
come to a consensus solution that would address all individuals in these categories.
Therefore, the following motions were made in an attempt to deal with the outstanding
loan balances.
It was moved, seconded that any borrower who has church work experience be forgiven
of their remaining loan balance. Specifically the following individuals: Pfeiffer, Hubrig,
Janke. Motion failed.
It was moved, seconded and passed that Nate Douglas be forgiven the full balance of
$5,100.
It was moved, seconded and passed that Crysten Sanchez be forgiven the full balance of
$10,400 due to her extensive part time work with Higher Things.
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It was moved, seconded and passed that Elena Pfeiffer be forgiven the full balance of
$5,100 due to her extensive part time church work.
It was moved, seconded and passed that Adam Hubrig be forgiven the full balance of
$6,650 due to chronic medical hardship.
It was moved, seconded and passed that Rebecca Janke be forgiven the balance of of
years and 3 and 4 of her loans ($7,800) and request repayment for the remaining balance
of years 1 and 2 ($6,700).
The following individuals will be contacted again by registered letter about their
outstanding loan balances and what remedy may be pursued: Eric Scherer $7,400; Peter
Scherer $3,100; Beth Brandvold $19,300; Phillip Brandvold $19,300; Kristen Cariveau
$6,100; and Ben Baneck $6,300
Tom Marcis and Tami will bring recommendations on how the CTAP program will be
administered in the future.
District Audit
It was moved, seconded and passed to accept the audited financial statement as presented.
Tami will present policies at future meeting to address the few remaining deficiencies.
Full report attached as Appendix C.
Bob Luebke Resignation
It was moved, seconded and passed to appoint Tom Langer of Messiah, Mandan to the
lay position on the Board of Directors to replace Bob Luebke who resigned due to
moving out of the district.
BOARD EDUCATION
Board Policy Manual. The BOD Policy manual is in dire of need of job descriptions and
policies for District Task Forces. With out any direction or guidance the Task Forces cannot
function effectively or faithfully. The BOD will need to develop brief mission statements
for each Task Force, with specific policy guidelines as needed.
To facilitate communication between the Board and Task Force Chairs, Board members
were assigned to each Task Force as a liaison. Each Board member will try to provide
drafts of job descriptions and or policies for each Task Force they have been assigned to as
well as any budget requests for their Task Force. Liaison assignments:
• Kirk Peters - Ordained and Commissioned Ministers
• Steve Schultz - Local Mercy (Life Matters)
• Leon Bladow - Stewardship
• Tom Marcis - International Mercy
• Matt Richard - Youth & Young Adults
• Kay Kreklau - Lutheran Education
• Josh Reimche - Church Plant and Revitalize
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BOARD MONITORING ITEMS
Management Report – District President
• Report on Synod Information
President Bertsch presented synod resolutions from the convention in July that
impact the district directly. He will be implementing the following resolutions
throughout the district during the triennium.
o Resolution 4-09 “Here I Stand Day”
o Resolution 4-10 “Continue 500th Anniversary of Reformation”
o Resolution 4-11 “Teaching Closed Communion”
o Resolution 8-01 “Support Pastoral Formation”
o Resolution 8-02 “1.1.1 Funding Model”
o Resolution 4-03A “Mission and Ministry Emphasis (Disciples for Life)”
Management Report – Business Manager
• Activity Report. Full report attached as Appendix B.
Financial Report – Finance Committee
• Giving is currently at a 10 year low, however historically revenue has picked up as
fall events resume at congregations. Stewardship Task Force will promote e-giving
to congregations and the 1.1.1 Funding Model to the district.
ADJOURNMENT
The meeting was adjourned at 4:24 p.m. by Chairman Marcis.

Sub Cruce,
Rev. Joshua D. Reimche, Secretary
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DIRECTOR OF BIBLICAL FINANCES
JULY, 2019 – ED BEAN
Tami – The summer is flying by! Sometimes there are not enough days to get
appointments scheduled and visits made. Not complaining at all…I am thoroughly
blessed to have people to see and who want to complete future estate gifts to the
Lord’s earthly ministry.
I fully well know that God’s people are God’s people! By that I mean that we
know the One to Whom we personally belong…the living Triune God! Christian
stewards to not belong to any certain religion or denomination or church.
They/we are God’s people!
Having said that, my sinful nature rises up whenever I hear of church members
working with other development people to accomplish their gifting goals. I ask
myself, “Why aren’t these people working with me?”. I received two calls within
the past two months from “other” church development officers working with
people within our North Dakota District. However, I am happy to report that both
instances turned out fine. Both families had worked with me in the distant past
but not had completed their estate plans for one reason or another. Both families
told the church workers that they wanted them to work with me to complete
their future gifting! Both of these future gifts will be completed in August and
September.
I have now completed my feasibility study at Crosspointe Lutheran here in Fargo.
The report will be presented to key individuals and Pastor Giddings on the
evening of August 20th at the church. You are certainly welcome to attend!
Most of my work this summer within the ND District-LCMS has been quite
routine. I am still following up with people from Ellendale and West Fargo who
indicated they wanted estate gifting help. I’ve done follow-up work with those
who completed their future gifting but have logistical questions.
God’s richest blessings to you and the District BOD as we work together here on
earth!
Ed Bean

2019 Annual Results By Month
ND Dist

SHCR

GLS

MLS

LCMS Churches

LCMS Ministries Secular Charities
$

200,812.00

5,000.00

$

173,042.00

8

14

$

1,000.00

$

634,072.00

12

26

$

2,000.00

$

410,299.00

9

35

$

393,172.00

6

41

$

371,558.00

6

47

$

403,934.00

8

55

$

12,458.00

$

4,856.00

$

4,856.00

$

125,964.00

$

52,678.00

February

$

9,462.00

$

4,287.00

$

4,287.00

$

101,264.00

$

48,742.00

$

March

$

18,746.00

$

7,642.00

$

7,642.00

$

246,218.00

$

352,824.00

April

$

11,689.00

$

5,151.00

$

5,151.00

$

246,821.00

$

129,487.00

May

$

14,629.00

$

229,864.00

$

148,679.00

June

$

8,429.00

$

194,872.00

$

164,257.00

July

$

16,546.00

$

207,846.00

$

179,542.00

10,000.00

$

4,000.00

August
September

$

-

October

$

-

November

$

-

December

$

-

Totals $

91,959.00

$

10,000.00

$

21,936.00

$

21,936.00

$ 1,352,849.00

$ 1,076,209.00

YTD Ministry
Gifts
6

# 0f Ministry Gifts
6

January

$

Totals

$

12,000.00

$ 2,586,889.00

APPENDIX B

Business Manager Report
April - July, 2019
The summer months are supposed to provide a slow down and catch up time for us. That has
not been the case this summer. The office has remained busy!
April included the board meeting in Minot, Easter, and a few days in Bloomington for a regional
LCEF training.
Pastors Conference was held in Grand Forks in May. I went with Ed to Ellendale to do a
presentation after worship. I like being in the congregations to answer questions. There is
always some interesting discussion!
I was back at Grace Lutheran School in June. With some changes that have happened, we
looked at how LCEF might be able to help them. I have been trying to pull together candidate
lists for positions they have open and would like to fill with theologically trained individuals.
This was the summer of conventions. I attended the LWML convention in Mobile, AL in June as
a delegate. Travel was interesting for many; luckily, my travel went pretty close to as planned.
In July, I worked at the National Youth Gathering in Minneapolis for LCEF. It was my 5 th NYG but
the first time without kids. I like chaperoning kids better! I did sit in the North Dakota booth
for a while and enjoyed that. I was home for 33 hours before I left to catch a flight to go to
Tampa for the Synod convention. Those three weeks are a bit of a blur. This was my first Synod
convention and I did find it more entertaining than I thought I would! I’m glad it was
livestreamed as I have gone back to watch different segments. I was amazed and frustrated at
some of the resolutions that were discussed at length (I didn’t think they required discussion!)
and those resolutions that I thought would garner more attention were barely a blip.
Meeting and convention prep ate up a lot of time. We also plug away at the accounting system
which looks pretty good now. The next step will be getting the budget process to match the
accounting system. Vicki continues to work away at the vault and you will note her plea for
historical information. Ed is driving to St. Louis in October for meetings and has offered to fill
his car for us! We continue to chip away at the CTAP loan repayments. One loan has been paid
in full and two others are being paid on monthly.
Through all of this, I have taken a bit of personal time. I made two trips to Mayo with my son
for appointments and successful eye surgery. I had oral surgery to remove my wisdom teeth
and took most of the week after off to rest, recover and enjoy the lake. Vicki’s vacation plans
may be derailed as both her and Larry may have to have surgery in the near future.
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May 14, 2019

Board of Directors and Management of
The North Dakota District, LCMS
In planning and performing our audit of the financial statements of the North Dakota District as of
and for the year ended January 31, 2019, in accordance with auditing standards generally accepted in
the United States of America, we considered the District’s internal control over financial reporting
(internal control) as a basis for designing audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the North Dakota District’s internal control.
A deficiency in internal control exists 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 a timely basis. A material weakness 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 statements will not be prevented, or detected and
corrected, on a timely basis.
Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses. In
addition, because of inherent limitations in internal control, including the possibility of management
override of controls, misstatements due to error or fraud may occur and not be detected by such
controls. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses.
During the 2019 audit, we reviewed the status of our prior year comments and recommendations
provided to the Board of Directors and management to help strengthen the District’s internal control
and related accounting and financial reporting processes. Our comments and suggestions concerning
these matters begin on page 3 of this report. We appreciate the opportunity to present these
comments for your consideration.
This communication is intended solely for the information and use of the Board of Directors,
management, and others within the organization, and is not intended to be and should not be used by
anyone other than these specified parties.
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We appreciate the opportunity to provide audit services to the North Dakota District and would like
to thank Tami Ulland, Vicki Peihl, and Leon Bladow for the cooperation and courtesy extended to us
during the audit process. Should you have any questions regarding this letter or the audited financial
statements, or if we can be of any assistance to you in the current fiscal year, please do not hesitate to
call.
Sincerely,

Joann P. Spotanski, CPA
Executive Director, LCMS Internal Audit

Board of Directors and Management of
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IMPLEMENTATION OF PRIOR YEAR RECOMMENDATIONS
In our prior year letter to the Board and management dated May 24, 2018, we offered several
suggestions for strengthening and improving the District’s internal control and related accounting
and financial reporting processes. Through our tests, observations, and inquiries during the 2019
audit, we were pleased to learn the following prior year recommendations were either effectively
implemented in 2018 or management is taking the necessary steps towards implementation in 2019:
Strengthen Existing Internal Controls – The following recommended monitoring/detective
controls were implemented, which strengthened and improved the District’s internal control:
•
•
•

Payroll reports are now reviewed by the Treasurer each pay period for accuracy and
completeness of all amounts paid.
Journal entries have more complete explanations and supporting documentation. In addition,
entries written by the Office Manager are being reviewed and approved by the Business
Manager.
Monthly financial reports are being prepared for the Finance Committee’s review.

Formalize/Adopt Fixed Asset Depreciation Policies – The fixed asset depreciation policies used by
the District were reduced to writing and formally adopted by the Board at the February 2019
meeting.
Consider Certain Revisions to the District’s Current Chart of Accounts – The Business Manager
and Office Manager are in the process of updating the District’s current chart of accounts to ensure a
more logical account structure, which will facilitate the preparation of monthly financial reports.
PRIOR YEAR COMMENT STILL APPLICABLE
We believe the following comment presented in our prior year letters to the Board and management
is still appropriate and warrants your attention:
Adopt Endowment Investment and Spending Policies
Substantial changes have occurred in the accounting for and disclosure of activity related to
endowment funds held and managed by not-for-profit organizations over the last several years.
These changes can be attributed to the following two factors:
1) The North Dakota State Legislature enacted the Uniform Prudent Management of
Institutional Funds Act (UPMIFA).
2) In response to the UPMIFA legislation, the Financial Accounting Standards Board (FASB)
issued new accounting rules for the net asset classification of donor-restricted endowment
funds and enhanced the disclosure requirements for a not-for-profit organization’s
endowment funds (both donor-restricted and board-designated endowment funds).

Board of Directors and Management of
The North Dakota District, LCMS
May 14, 2019
Page 4
PRIOR YEAR COMMENT STILL APPLICABLE (Continued)
Adopt Endowment Investment and Spending Policies (Continued)
To ensure the District is complying with these two items, we recommend management develop and
reduce to writing general endowment investment and spending policies to be used when endowments
are received with no specific direction from the donor on how the funds should be invested and the
income/gains on these investments subsequently expended. To ensure these policies comply with
applicable state statutes, we encourage you to have the policies reviewed and approved by legal
counsel. We also recommend all endowment policies be formally adopted by the Board.

Internal Audit Department

Audited Financial Statements
NORTH DAKOTA DISTRICT of
The Lutheran Church -Missouri Synod
For the Years Ended January 31, 2019 and 2018
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INTERNAL AUDITOR’S REPORT

Board of Directors
North Dakota District of
The Lutheran Church—Missouri Synod
Fargo, North Dakota
We have audited the accompanying financial statements of the North Dakota District of The Lutheran
Church—Missouri Synod, which comprise the statements of financial position as of January 31, 2019
and 2018, and the related statements of activities, functional expenses, and cash flows for the years then
ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of

INTERNAL AUDITOR’S REPORT (Continued)
Auditor’s Responsibility (Continued)
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, as internal auditors of The Lutheran Church—Missouri Synod, the financial statements
referred to above present fairly, in all material respects, the financial position of the North Dakota
District as of January 31, 2019 and 2018, and the changes in its net assets and its cash flows for the years
then ended in accordance with accounting principles generally accepted in the United States of America.
Emphasis of Matter
As discussed in Note 2 to the financial statements, the District adopted the Financial Accounting
Standards Board’s Accounting Standards Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958)
– Presentation of Financial Statements of Not-for-Profit Entities as of and for the year ended January 31,
2019. The requirements of the ASU have been applied retrospectively to all periods presented. Our
opinion is not modified with respect to this matter.
THE LUTHERAN CHURCH—MISSOURI SYNOD
Internal Audit Department

St. Louis, Missouri
May 14, 2019
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD
STATEMENTS OF FINANCIAL POSITION
JANUARY 31, 2019 and 2018

2019
Assets:
Cash and Cash Equivalents
Prepaid Expenses and Other Assets
Loan Receivable (Note 5)
Property and Equipment - Net (Note 6)
Beneficial Interests in Charitable Trusts Held by Others
Long-Term Investments (Note 4)
Beneficial Interests in Perpetual Trusts
Total Assets

Liabilities:
Accounts Payable and Accrued Expenses
Deferred Revenue
Funds Held in Trust for Others

$

624,467
7,631
67,688
95,585
204,274
267,570
79,163

$

555,563
7,601
77,288
105,686
223,800
270,726
81,408

$

1,346,378

$

1,322,072

$

435
37,351
20,000

$

1,548
20,000

Total Liabilities
Net Assets:
Without Donor Restrictions (Note 8)
With Donor Restrictions (Note 9)
Total Net Assets
Total Liabilities and Net Assets

2018

$

57,786

21,548

849,325
439,267

817,582
482,942

1,288,592

1,300,524

1,346,378

$

The accompanying notes are an integral part of these financial statements.
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1,322,072

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JANUARY 31, 2019

WITHOUT DONOR
RESTRICTIONS
SUPPORT, REVENUES, & OTHER ADDITIONS:
Support District Congregations (Note 1)
$
LCEF (Note 11)
Other
Revenues Conventions, Conferences, and Workshops
Net Investment Return and Cash Equivalent Income
Interest Income on Loans
Agreements with LCEF (Note 11)
Other
Change in Value of Beneficial Interests in Charitable Trusts
Change in Value of Beneficial Interests in Perpetual Trusts
Net Assets Released from Restrictions (Note 9)
Total Support, Revenues, & Other Additions

860,014
8,525
7,606

WITH DONOR
RESTRICTIONS

$

TOTAL

17,193
53,627

$

860,014
25,718
61,233

92,724

(19,526)
(2,245)
(92,724)

8,840
5,760
20,790
6,928
(19,526)
(2,245)
-

1,011,187

(43,675)

967,512

8,840
5,760
20,790
6,928

EXPENSES:
Program Services World and National Missions
Preparing Church Workers
Congregational Services
Support Services Synodical Budget
Management and General

183,821
53,550
62,640

183,821
53,550
62,640

299,737
379,696

299,737
379,696

Total Expenses

979,444

CHANGE IN NET ASSETS
NET ASSETS - Beginning of Year
NET ASSETS - End of Year

$

-

31,743

(43,675)

817,582

482,942

849,325

$

439,267

The accompanying notes are an integral part of these financial statements.
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979,444
(11,932)
1,300,524
$

1,288,592

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JANUARY 31, 2018

WITHOUT DONOR
RESTRICTIONS
SUPPORT, REVENUES, & OTHER ADDITIONS:
Support District Congregations (Note 1)
$
LCEF (Note 11)
Other
Revenues Conventions, Conferences, and Workshops
Net Investment Return and Cash Equivalent Income
Interest Income on Loans
Agreements with LCEF (Note 11)
Other
Change in Value of Beneficial Interests in Charitable Trusts
Change in Value of Beneficial Interests in Perpetual Trusts
Net Assets Released from Restrictions (Note 9)
Total Support, Revenues, & Other Additions

804,545
8,652
9,466

WITH DONOR
RESTRICTIONS

$

Total Expenses

15,306
154,485

$

804,545
23,958
163,951

19,575
4,927
(192,134)

58,837
17,070
1,710
12,185
29,588
19,575
4,927
-

58,837
17,070
1,710
12,185
29,588

192,134
1,134,187

EXPENSES:
Program Services World and National Missions
Preparing Church Workers
Congregational Services
Support Services Synodical Budget
Management and General

TOTAL

2,159

1,136,346

269,917
72,730
101,289

269,917
72,730
101,289

280,779
281,389

280,779
281,389

1,006,104

-

1,006,104

CHANGE IN NET ASSETS

128,083

2,159

130,242

NET ASSETS - Beginning of Year

689,499

480,783

1,170,282

NET ASSETS - End of Year

$

817,582

$

482,942

The accompanying notes are an integral part of these financial statements.
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$

1,300,524

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JANUARY 31, 2019

World and
National
Missions
Personnel Costs
Subsidies, Grants, and Other Assistance
Building and Office Expenses
Conventions, Conferences, Workshops, and Meetings
Depreciation
Equipment Purchases (non-capital) and Maintenance
Information Technology
Insurance
Interest
Professional Services
Travel
Other

$

Total Expenses by Function

$

96,293
64,051
6,778

PROGRAM SERVICES
Preparing
Church
Workers
$

SUPPORT SERVICES
Congregational
Services
$

53,550

Synodical
Budget
$

4,963

Management
and General
$

48,600
90
$

62,640

$

The accompanying notes are an integral part of these financial statements.
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$

979,444

11,511
37,465
2,196

5,716

53,550

371,319
422,301
33,515
10,134
10,101
8,792
7,185
10,519
60,111
43,181
2,286

26,737
1,147
4,167
3,743
7,185
10,519

5,934
5,049

$

$

299,737

8,987

183,821

275,026

TOTAL

299,737

$

379,696

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JANUARY 31, 2018

World and
National
Missions
Personnel Costs
Subsidies, Grants, and Other Assistance
Building and Office Expenses
Conventions, Conferences, Workshops, and Meetings
Depreciation
Equipment Purchases (non-capital) and Maintenance
Information Technology
Insurance
Interest
Professional Services
Travel
Other

$

Total Expenses by Function

$

110,838
124,471
4,223
452
5,758
24,175

PROGRAM SERVICES
Preparing
Church
Workers
$

SUPPORT SERVICES
Congregational
Services
$

72,730

Synodical
Budget
$

3,741

Management
and General
$

$

101,289

$

The accompanying notes are an integral part of these financial statements.
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$

1,006,104

12,801
28,179
14,752

596
72,730

234,777
481,721
31,497
90,550
10,096
32,140
8,477
10,208
1,710
61,401
28,179
15,348

27,274
43,456
4,338
7,965
8,477
10,208

46,642

$

$

280,779

1,710
48,600

269,917

123,939

TOTAL

280,779

$

281,389

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JANUARY 31, 2019 and 2018

2019
Cash Flows from Operating Activities:
Change in Net Assets
Adjustments to Reconcile Change in Net Assets
to Net Cash Provided (Used) by Operating Activities:
Depreciation Expense
Change in Value of Beneficial Interests in Charitable Trusts
Change in Value of Beneficial Interests in Perpetual Trusts
Net (Gain) Loss on Investments
Contributions Restricted for Long-Term Investment
(Increase) Decrease in Operating Assets:
Prepaid Expenses and Other Assets
Beneficial Interests in Charitable Trusts
Beneficial Interests in Perpetual Trusts
Increase (Decrease) in Operating Liabilities:
Accounts Payable and Accrued Expenses
Grants Payable
Deferred Revenue
Net Cash Provided (Used) by Operating Activities

$

2018

(11,932)

$

10,101
19,526
2,245
6,162
-

Cash Flows from Investing Activities:
Purchases of Fixed Assets
Proceeds from Sale of Investments
Purchases of Investments
Loan Receivable - Principal Repayments
Net Cash Provided (Used) by Investing Activities
Cash Flows from Financing Activities:
Contributions Restricted for:
Investment in Perpetual Endowments
Investment in Property and Equipment
Loans Payable to the LCEF - Principal Repayments
Net Cash Provided (Used) by Financing Activities

10,096
(19,575)
(4,927)
(7,407)
(50,800)

(30)
-

(1,666)
(11,097)
(41,066)

(1,113)
37,351
62,310

(4,770)
(7,290)
(8,260)

(3,006)
9,600
6,594

(47,899)
13,225
(1,278)
480,363
444,411

-

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning of Year

2,900
47,900
(468,083)
(417,283)

68,904
555,563

Cash and Cash Equivalents - End of Year

$

624,467

The accompanying notes are an integral part of these financial statements.
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130,242

18,868
536,695
$

555,563

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
1. NATURE OF ORGANIZATION
The North Dakota District (the District), a religious not-for-profit organization, is one of 35 districts
of The Lutheran Church—Missouri Synod (the Synod), encompassing 88 congregations in the state
of North Dakota. The Synod established its district offices to more effectively achieve its objectives
and assist its congregations and their members in conserving and promoting the unity of the faith and
in carrying out their mission and ministry.
The District relies on donations from its member congregations for a significant portion of its
support. As shown in the Statement of Activities, support from District congregations totaled
$860,014 and $804,545 for the years ended January 31, 2019 and 2018, respectively. These
donations are subject to fluctuations in the economic status of the areas in which the congregations
are located. No provisions have been made for changes in the economic environment. Any
significant reduction in the level of this support, however, could have an effect on the District’s
program and supporting activities.
The costs of providing various program and other supporting services have been summarized on a
functional basis in the Statement of Activities as follows:
•

World and National Missions – World missions includes the District’s personalized world
ministry support remitted to the Synod. National missions includes but is not limited to
North American new mission work, campus ministries, deaf ministries, ethnic ministries,
urban ministries, congregational subsidy, evangelism efforts, human care ministries, and
related conferences and events.

•

Preparing Church Workers – Includes financial aid provided to students normally attending
one of the eight colleges/universities or two seminaries of the Synod.

•

Congregational Services – Supports District congregational service efforts and includes but
is not limited to activities such as Sunday School, confirmation, family life, day care, adult
education, outdoor ministry, singles ministry, elementary and secondary education, youth
services, worship, stewardship education, and related conferences and events.

•

Synodical Budget – Includes remittances to the Synod for synodical budget support. We
remit to the Synod approximately 35% of the total support received from District
congregations in a fiscal year.

•

Management and General – Includes the District’s ecclesiastical/program administration
activities of the president’s office, vice-presidents, circuit visitors, reconcilers, and related
conferences and events, as well as support of the District Board of Directors and its related
committees. Also includes various mission/ministry support services such as the District’s
communication efforts, financial and general service activities, the operation/maintenance of
District office facilities, District/Synodical convention expenses, and the District’s support of
the national Lutheran Church Extension Fund (LCEF) efforts as discussed in Note 11.

All of these program and support services include the related program and administration expense
associated with that particular function.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
1. NATURE OF ORGANIZATION (Continued)
The North Dakota District of the Synod is an organization described in Section 501(c)(3) of the
Internal Revenue Code (IRC) and, by virtue of a group tax-exempt ruling to the Synod and its
component parts, is exempt from federal income taxes. However, any unrelated business income
may be subject to taxation. In addition, the District qualifies for the charitable contribution
deduction under IRC Section 170(b)(1)(A) and has been classified by the Internal Revenue Service as
an organization other than a private foundation.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies followed by the District are described below:
Basis of Accounting
The accompanying financial statements have been prepared on the accrual basis of accounting.
Use of Estimates
We use estimates and assumptions in preparing financial statements in conformity with generally
accepted accounting principles (GAAP). Those estimates and assumptions affect the reported
amounts of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported
amounts of revenues and expenses. Actual results could differ from those estimates, and those
differences could be material.
Principles of Consolidation
The accompanying financial statements include all administrative and program offices or
departments of the North Dakota District. They do not include the assets, liabilities, and operations
of the congregations, schools, and other separately administered operations of the Synod within the
District’s geographic area..
Cash and Cash Equivalents
For financial statement purposes, we consider all cash and highly liquid financial instruments with
original maturities of three months or less, which are not held for or restricted by donors for longterm purposes (e.g., for building projects, perpetual endowments), to be cash and cash equivalents.
Investments and Net Investment Return/(Loss)
We record investment purchases at cost, or if donated, at fair value on the date of receipt. Thereafter,
investments are reported at their fair values in the Statement of Financial Position. Net investment
return/(loss) consists of interest and dividend income, realized and unrealized capital gains and
losses, less external investment expenses; it is reported in the Statement of Activities based on the
existence or absence of donor-imposed restrictions.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contributions Receivable
Unconditional promises to give that are expected to be collected within one year are recorded at net
realizable value. Unconditional promises to give expected to be collected after one year are initially
recorded at fair value using present value techniques, incorporating risk-adjusted discount rates
designed to reflect the assumptions market participants would use in pricing the asset. In subsequent
years, amortization of the discounts is included in contributions/support in the Statement of
Activities. We determine the allowance for uncollectible promises to give based on historical
experience, an assessment of current economic conditions, and a review of subsequent collections.
Contributions receivable are written off when deemed uncollectible.
Loans Receivable
Loans receivable are carried at unpaid principal balances, less a potential allowance for loan losses.
Management periodically evaluates the need for an allowance based on current economic conditions,
the District’s past loan loss experience, adverse situations that may affect the borrower’s ability to
repay, the estimated value of any underlying collateral, and other pertinent factors. Past due status is
determined based on the contractual terms of each loan. Loans are considered impaired if full
principal or interest payments are not anticipated in accordance with the contractual terms. It is the
District’s policy to charge off any loan or portion of a loan when the loan is determined by
management to be uncollectible.
Interest income on loans is recognized over the term of the loan and is calculated using the simpleinterest method on principal amounts outstanding.
Property and Equipment
Property and equipment purchases of $2,500 or more with an estimated useful life greater than one
year are capitalized and recorded at cost, or if donated, at fair value on the date of receipt.
Depreciation is computed using the straight-line method over the estimated useful lives of the assets
ranging from 3 to 40 years, or in the case of capitalized leased assets or leasehold improvements, the
lesser of the useful life of the asset or the lease term. When assets are sold or otherwise disposed of,
the cost and related depreciation are removed from the accounts, and any resulting gain or loss is
included in the Statement of Activities. Costs of maintenance and repairs that do not improve or
extend the useful lives of the respective assets are expensed when incurred. Property held for sale is
recorded at the lower of cost or estimated fair value.
We review the carrying values of property and equipment for impairment whenever events or
circumstances indicate that the carrying value of an asset may not be recoverable from its use and
eventual disposition. When considered impaired, an impairment loss is recognized in the Statement
of Activities to the extent carrying value exceeds the fair value of the asset.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Beneficial Interests in Charitable Trusts Held by Others
We have been named as an irrevocable beneficiary of several charitable trusts. These trusts were
created independently by donors and are administered by outside agents designated by the donors.
Therefore, we have neither possession nor control over the assets of the trusts; the assets are being
held by the Lutheran Church—Missouri Synod Foundation (LCMS Foundation). At the date we
receive notice of a beneficial interest, a contribution with donor restrictions is recorded in the
Statement of Activities and a beneficial interest in charitable trusts held by others is recorded in the
Statement of Financial Position at fair value, as determined/calculated by the LCMS Foundation.
The trust agreements are re-valued annually by the LCMS Foundation and any resulting actuarial
gain or loss is reflected in the Statement of Activities as a change in value of beneficial interests in
charitable trusts.
Upon receipt of trust distributions, and when any purpose restrictions have been met, net assets with
donor-imposed time or purpose restrictions are released to net assets without donor restrictions.
Trust distributions with donor-imposed restrictions that are perpetual in nature are transferred to a
specific endowment, in which case, net assets with donor restrictions are not released.
Beneficial Interests in Perpetual Trusts
We have been named as an irrevocable beneficiary of two perpetual trusts held and administered by
the LCMS Foundation. Perpetual trusts provide for the distribution of the net income of the trusts to
the District; however, we will never receive the assets of the trusts. At the date we receive notice of
a beneficial interest, a contribution with donor restrictions of a perpetual nature is recorded in the
Statement of Activities and a beneficial interest in perpetual trust is recorded in the Statement of
Financial Position at the fair value of the underlying trust assets, as determined/calculated by the
LCMS Foundation. Thereafter, beneficial interests in the trusts are reported at the fair value of the
trusts’ assets in the Statement of Financial Position, with trust distributions and changes in fair value
recognized in the Statement of Activities.
Grants Payable
Unconditional promises to give which have been authorized and communicated to the recipient are
reported as liabilities and expenses in the period in which the notification to the recipient occurs. If
at the time the promise is made, the District expects to make payment in one year or less, the payable
is recorded at net settlement value. Unconditional promises that the District expects to pay in more
than one year are reported at fair value, which is measured as the present value of the amounts to be
paid.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Net Assets
Net assets, revenues, gains and losses are classified based on the existence or absence of donorimposed restrictions. Accordingly, net assets and changes therein are classified and reported as
follows:
Net Assets Without Donor Restrictions – Net assets available for use in general operations and not
subject to donor restrictions. These net assets may be subject to self-imposed limits by action of the
governing board. These board-designated net assets may be earmarked for future programs,
contingencies, purchase/construction of fixed assets, or for other uses.
Net Assets With Donor Restrictions – Net assets subject to donor-imposed restrictions. Some donorimposed restrictions are temporary in nature, such as those that will be met by the passage of time or
other events specified by the donor. Other donor-imposed restrictions are perpetual in nature, where
the donor stipulates that resources be maintained in perpetuity. Donor-imposed restrictions that are
temporary in nature are released when a restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, or both.
Contributions and Revenue Recognition
Contributions are recognized as support in the Statement of Activities when cash, securities or other
assets, an unconditional promise to give, or notification of a beneficial interest is received. Gifts of
long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash
that must be used to acquire long-lived assets are reported as support in net assets with donor
restrictions. Absent explicit donor restrictions about how long those long-lived assets must be
maintained, we report expirations of donor restrictions when the donated or acquired long-lived
assets are placed in service. Conditional promises to give are not included as support until the
conditions on which they depend have been substantially met and the promises become
unconditional. Donated services are reported as support in the Statement of Activities at fair value
when those services (1) create or enhance nonfinancial assets or (2) require specialized skills, are
provided by individuals possessing those skills, and would typically need to be purchased if not
provided by donation.
Revenue is recognized when earned. Program and supporting activity fees and payments received in
advance are deferred to the applicable period in which the related services are performed or
expenditures are incurred.
Functional Allocation of Expenses
The costs of program and supporting service activities have been summarized on a functional basis in
the Statement of Activities. The Statement of Functional Expenses presents the natural classification
detail of expenses by function. The financial statements include certain categories of expenses that
are attributable to more than one program and supporting function. Therefore, these expenses require
allocation to the programs and supporting services benefited.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxes
We follow the accounting standards for contingencies in evaluating uncertain tax positions. This
guidance requires financial statement recognition of the impact of a tax position if a position is more
likely than not of being sustained on audit by the applicable regulatory authority, based on the technical
merits of the position. These rules also provide guidance on measurement, recognition, classification,
interest and penalties, transition, and disclosure requirements for uncertain tax positions. No liability
has been recognized by the District for uncertain tax positions as of January 31, 2019 and 2018.
Financial Instruments and Credit Risk
We manage deposit concentration risk by placing cash and financial instruments with financial
institutions believed by us to be creditworthy. At times, amounts on deposit may exceed insured
limits or include uninsured investments in LCEF notes/certificates. To date, we have not
experienced losses in any of these accounts. Credit risk associated with accounts and contributions
receivable is limited due to high historical collection rates and because substantial portions of the
outstanding amounts are due from our member congregations or other agencies of the Synod who are
supportive of our mission. Investment performance is monitored by the Finance Committee of the
Board of Directors. Although the fair values of investments are subject to fluctuation from year-toyear, we believe the investment policies and guidelines are prudent for the long-term welfare of the
organization.
Reclassifications
Certain amounts in the prior year financial statements have been reclassified for comparative
purposes to conform to the 2019 financial statement presentation. These reclassifications, however,
had no effect on the previously reported total net assets or total change in net assets.
Subsequent Events
The District has evaluated subsequent events through May 14, 2019, the date the financial statements
were available to be issued.
Adoption of New Accounting Pronouncement
In August 2016, the Financial Accounting Standards Board issued Accounting Standards Update
(ASU) No. 2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial Statements of
Not-for-Profit Entities. This update addresses the complexity and understandability of net asset
classification, deficiencies in information about liquidity and availability of resources, and the lack
of consistency in the type of information provided about expenses and investment return between
not-for-profit entities. We have implemented ASU 2016-14 and have adjusted the presentation in
these financial statements accordingly. The ASU has been applied retrospectively to all periods
presented.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
3. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS
The following represents the District’s financial assets at January 31, 2019 and 2018, that are
available for general expenditure, that is, without donor or other restrictions limiting their use, within
one year of the Statement of Financial Position date:

January 31
2019
Financial Assets:
Cash and Cash Equivalents
Beneficial Interests in Charitable Trusts Held by Others
Long-Term Investments
Beneficial Interests in Perpetual Trusts
Total Financial Assets at Year-End

$

Less Those Unavailable for General Expenditures Within
One Year Due to:
Donor-Imposed Restrictions
Financial Assets Available to Meet Cash Needs for
General Expenditures Within One Year

624,467 $
204,274
267,570
79,163
1,175,474

(439,267)

$

736,207 $

2018
555,563
223,800
270,726
81,408
1,131,497

(482,942)

648,555

The District’s goal is generally to maintain financial assets to meet 90 days of operating expenses
(approximately $100,000). As part of its liquidity plan, excess cash is invested in short-term
investments, including LCEF certificates. As disclosed in Note 7, the District also has an unsecured
line of credit with LCEF which is available to meet cash flow needs.
4. FAIR VALUE MEASUREMENTS
We report certain assets and liabilities at fair value in the accompanying financial statements. Fair
value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Inputs used to determine fair value
refer broadly to the assumptions that market participants would use in pricing the asset or liability,
including assumptions about risk. Inputs may be observable or unobservable. We consider
observable data to be market data that is readily available, regularly distributed or updated, reliable
and verifiable, not proprietary, and provided by independent sources that are actively involved in the
relevant market.
A fair value hierarchy is used to disclose the measurement of fair value based on the levels of
observable or unobservable inputs as follows:
Level 1 Inputs – Quoted prices are available in active markets for identical assets or liabilities as
of the measurement date. A quoted price for an identical asset or liability in an active market
provides the most reliable fair value measurement because it is directly observable to the market.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
4. FAIR VALUE MEASUREMENTS (Continued)
Level 2 Inputs – Pricing inputs are other than quoted prices in active markets, which are either
directly or indirectly observable as of the report date. Level 2 inputs include assets or liabilities
for which quoted prices are available but traded less frequently and assets or liabilities that are
fair valued using similar assets or liabilities, the parameters of which can be directly observed.
Level 3 Inputs – Assets or liabilities have little to no pricing observability as of the measurement
date. These items are measured using management’s best estimate of fair value, where the inputs
into the determination of fair value are not observable and require significant management
judgment or estimation.
In some cases, the inputs used to measure the fair value of an asset or liability might be categorized
within different levels of the fair value hierarchy. In those cases, the fair value measurement is
categorized in its entirety in the same level of the fair value hierarchy as the lowest level input that is
significant to the entire measurement. Assessing the significance of a particular input to entire
measurement requires judgment, taking into account factors specific to the asset or liability. The
categorization of a financial instrument within the hierarchy is based upon the pricing transparency
of the instrument and does not necessarily correspond to our assessment of the quality, perceived
risk, or liquidity profile of the asset or liability.
The following table presents financial instruments that are measured at fair value on a recurring basis
and the level within the fair value hierarchy in which the fair value measurements fall, as well as the
non-leveled instruments at January 31, 2019:

Total
Long-Term Investments LCEF Notes
LCMS Foundation:
High Yield Bond
Core Bond
Domestic Equity
International Equity

Beneficial Interests in Charitable Trusts
Perpetual Trusts

Investments
Measured at
Cost or NAV

Fair Value Measurements Using
Level 2
Level 3
Level 1
$

169,051

- $

- $

29,385
24,799
29,954
14,381
267,570

- $

- $

204,274 $

-

- $

- $

79,163 $

-

$

169,051 $

$

$

29,385
24,799
29,954
14,381
267,570 $

- $

$

204,274 $

$

79,163 $

16
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
4. FAIR VALUE MEASUREMENTS (Continued)
The following is a reconciliation of beginning and ending balances of assets measured at fair value
on a recurring basis using significant unobservable inputs (Level 3) for the year ended January 31,
2019:

Balance
1/31/2018

Net New or
(Matured) Gifts

Change
in Value

Balance
1/31/2019

Charitable Trusts

$

223,800

$

-

$

(19,526)

$

204,274

Perpetual Trusts

$

81,408

$

-

$

(2,245)

$

79,163

The following table presents financial instruments that are measured at fair value on a recurring basis
and the level within the fair value hierarchy in which the fair value measurements fall, as well as the
non-leveled instruments at January 31, 2018:

Total
Long-Term Investments LCEF Notes
LCMS Foundation:
High Yield Bond
Core Bond
Domestic Equity
International Equity

Beneficial Interests in Charitable Trusts
Perpetual Trusts

Investments
Measured at
Cost or NAV

Fair Value Measurements Using
Level 2
Level 3
Level 1
$

166,265

- $

- $

30,536
25,148
31,914
16,863
270,726

- $

- $

223,800 $

-

- $

- $

81,408 $

-

$

166,265 $

$

$

30,536
25,148
31,914
16,863
270,726 $

- $

$

223,800 $

$

81,408 $

17
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
4. FAIR VALUE MEASUREMENTS (Continued)
The following is a reconciliation of beginning and ending balances of assets measured at fair value
on a recurring basis using significant unobservable inputs (Level 3) for the year ended January 31,
2018:

Balance
1/31/2017

Net New or
(Matured) Gifts

Change
in Value

Balance
1/31/2018

Charitable Trusts

$

193,128

$

11,097

$

19,575

$

223,800

Perpetual Trusts

$

35,415

$

41,066

$

4,927

$

81,408

The fair values of beneficial interests in charitable and perpetual trusts are based on the fair values of
the trust investments as reported by the trustee, the LCMS Foundation. These are considered to be
Level 3 measurements.
The District uses the net asset value (NAV) per share as a practical expedient to estimate the fair
values of investments in LCMS Foundation common funds, which do not have readily determinable
fair values. These investments are not classified within the fair value hierarchy as shown in the
above tables. All investments measured at fair value based on NAV per share as of January 31, 2019
and 2018, are summarized below:
2019
2018
LCMS Foundation Common Funds:
Fair Value
$
98,519 $
104,461
Unfunded Commitments
$
- $
Redemption Frequency
Daily
Daily
Redemption Notice Period
Daily
Daily
The LCMS Foundation carries out its investment management services through various common
funds to invest the assets entrusted to it. A common fund pools the assets of numerous smaller
accounts to provide for greater diversification and ease of investment management. Holders of a
common fund are called participants; the District is such a participant. Participants buy and sell units
of the common fund asset. In order to determine the price per unit of a common fund, all assets held
by the common fund (which can include individual securities or units of other common funds) are
valued as of the end of the month (the valuation date). This value is divided by the total number of
units held by the participants in the common fund to determine the per-unit value. Transactions in
the common fund (either purchases or redemptions) are calculated based on the per-unit value on the
valuation date.
During the valuation process, the common fund accrues income and expenses for the valuation
period. The net income to the fund is divided by the total number of units held by participants for the
valuation period to establish the income per unit factor. Each participant receives an allocation of
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NOTES TO FINANCIAL STATEMENTS
4. FAIR VALUE MEASUREMENTS (Continued)
the net income determined by multiplying the income per unit factor times the number of units held
by the participant of the common fund. Net realized and termination gains in LCMS Foundation
common funds are also calculated and distributed annually to the participants.
The LCMS Foundation High Yield Bond Fund is a moderate risk investment; this fixed income fund
invests primarily in lower quality corporate bonds that pay interest rates higher than investment grade
bonds. The Core Bond Fund is a lower risk investment; this fixed income fund invests primarily in
government issues, mortgage-backed securities, and corporate bonds, and is designed to provide
exposure to the broad domestic fixed income market. The Domestic Equity Fund is a moderate to
higher risk investment in common stock issued by domestic corporations and traded on domestic
exchanges. The International Equity Fund is a higher risk investment in common stock issued by
foreign corporations and traded on foreign exchanges; fund performance is impacted not only by the
securities held but also by the fluctuations in currency exchange rates.
5. LOAN RECEIVABLE
At January 31, 2019 and 2018, the District had a loan receivable from a member congregation in the
amount of $67,688, and $77,288, respectively. The loan is secured by a registered mortgage and had
an interest rate of 0%; the loan matured in October 2018 and is being re-negotiated as of January 31,
2019.
6. PROPERTY AND EQUIPMENT
Property and equipment consists of:
January 31
2019
Land
Campus Center
Campus Center Parsonage
Office Furnishings and Equipment
Vehicle

$

12,500
214,107
102,291
31,315
25,005
385,218
(289,633)

$

12,500
214,107
102,291
31,315
25,005
385,218
(279,532)

$

95,585

$

105,686

Less: Accumulated Depreciation
Net Property and Equipment
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THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
7. LINE OF CREDIT
LCEF establishes a line of credit for each participating district based on the district’s program
performance; this line of credit is evaluated and adjusted by LCEF annually in July. As of and for the
years ended January 31, 2019 and 2018, we had an unsecured line of credit with LCEF in the amount
of $75,507. Borrowings under the line would bear interest at the rate of 3.875%. As of and during
the years ended January 31, 2019 and 2018, there were no borrowings against this line of credit.
8. NET ASSETS WITHOUT DONOR RESTRICTIONS
Net assets without donor restrictions consist of the following:
January 31
2018

2019
$

Undesignated
Designated by Board for:
Preparing Church Workers
Congregational Services

651,460

$

194,069
5,072

196,236
1,629
$

20

849,325

618,441
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817,582

NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
9. NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions are restricted for the following purposes or periods:

January 31
2018

2019
Purpose Restrictions:
World and National Missions
Preparing Church Workers
Congregational Services
Management and General

28,800
34,671
10,926
10,193
84,590

$

Time Restrictions:
Beneficial Interests in Charitable Trusts Held by Others

$

57,612
36,288
12,594
106,494

204,274

223,800

Endowments:
Corpus Preparing Church Workers

71,240

71,240

Beneficial Interests in Perpetual Trusts

79,163

81,408

$

439,267

$

482,942

Net assets were released from donor restrictions when expenses were incurred to satisfy the restricted
purpose, or by occurrence of the passage of time or other events specified by the donors as follows:
January 31
2019
Satisfaction of Purpose Restrictions:
World and National Missions
Preparing Church Workers
Congregational Services
Fixed Assets Acquired and Placed in Service
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$

55,618
35,437
1,669
-

$

107,236
36,098
900
47,900

$

92,724

$

192,134
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10. ENDOWMENT FUNDS
Our endowment consists of four individual funds established by donors to provide annual funding for
preparing church workers. The District classifies amounts in its donor-restricted endowment fund as
net assets with donor restrictions until the Board of Directors appropriates amounts for expenditure
and any purpose restrictions have been met. Our Board has interpreted the North Dakota enacted
version of the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as requiring the
preservation of the fair value of the original gift of the donor-restricted endowment funds, as of the
gift date, unless there are explicit donor stipulations to the contrary. As a result of this interpretation,
we retain in perpetuity (a) the original value of initial and subsequent gifts donated to the endowment
and (b) any accumulations to the endowment that are required to be maintained in perpetuity in
accordance with the applicable donor gift instrument. Donor-restricted amounts not retained in
perpetuity are subject to appropriation and expenditure by us in a manner consistent with the
standard of prudence prescribed by UPMIFA. We consider the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:
•
•
•
•
•
•
•

The duration and preservation of the endowment fund
The purposes of the organization and the donor-restricted endowment fund
General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the District
The investment policies of the District

From time to time, certain donor-restricted endowment funds may have fair values less than the
amount required to be maintained by donors or by law (underwater endowments). We have
interpreted UPMIFA to permit spending from underwater endowments in accordance with prudent
measures required under law. There were no underwater endowments as of January 31, 2019 and
2018.
Investment and Spending Policies – Endowment assets are currently being managed and invested by
District management in consultation with the Finance Committee of the Board. Endowment assets
include those assets of donor-restricted endowment funds the District must hold in perpetuity. The
District’s investment and spending policies for endowment assets attempt to subject the fund to low
investment risk and provide programs supported by its endowments with current income.
Endowment assets are invested in an LCEF certificate. The District seeks to build endowment assets
through additional contributions. The District has a policy of appropriating for expenditure all of the
endowment fund’s investment income in the fiscal year it is received. The current spending policy is
not expected to allow the District’s endowment fund to grow as a result of investment returns. This
is consistent with the District’s objectives to provide income for its programs, preserve endowment
assets without subjecting them to substantial risk, and provide additional real growth through new
gifts.
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
10. ENDOWMENT FUNDS (Continued)
As of January 31, 2019 and 2018, we had the following endowment net asset composition by fund
type:
January 31
2019

2018

Endowment Funds With Donor Restrictions:
Amounts Required to be Maintained in Perpetuity
Accumulated Investment Return

$

71,240
-

$

71,240
-

Total Endowment

$

71,240

$

71,240

Changes in the endowment net assets for the years ended January 31, 2019 and 2018, are as follows:
With Donor
Restrictions
Year Ended January 31, 2019
Endowment Net Assets - Beginning of Year

$

Net Investment Return
Contributions
Appropriation of Endowment
Assets for Expenditure

71,240
1,309
(1,309)

Endowment Net Assets - End of Year

$

71,240

Year Ended January 31, 2018
Endowment Net Assets - Beginning of Year

$

68,340

Net Investment Return
Contributions
Appropriation of Endowment
Assets for Expenditure

853
2,900
(853)

Endowment Net Assets - End of Year

$
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NORTH DAKOTA DISTRICT of
THE LUTHERAN CHURCH—MISSOURI SYNOD
NOTES TO FINANCIAL STATEMENTS
11. SUPPORT AND REVENUE FROM THE LUTHERAN CHURCH EXTENSION FUND

DRS Funding – In January 2017, a District Relations and Support (DRS) Funding agreement was
entered into whereby LCEF agreed to provide annual DRS funding to the District from 2017 through
2020. Per the agreement, these DRS payments are considered support for the general mission of the
District and as such, are reported in the Statement of Activities as support from LCEF in net assets
without donor restrictions. During the years ended January 31, 2019 and 2018, the District received
DRS funding from LCEF in the amount of $8,525 and $8,652, respectively.

Distribution of LCEF Operating Results – Based on LCEF’s annual operating performance,
earnings distributions are made available to its partner districts. LCEF operating results are
restricted for specific mission and ministry programs of the respective district and are distributed
upon request. During the years ended January 31, 2019 and 2018, the District requested and received
distributions of LCEF operating results totaling $17,193 and $15,306, respectively. These
distributions are reflected in the Statement of Activities as support from LCEF in net assets with
donor restrictions.

Agreements with LCEF – In accordance with certain agreements, which are subject to renegotiation
each July, LCEF agreed to compensate and reimburse the District for providing facilities and services
to LCEF, as well as for promotion and coordination of church extension program activities within the
District. The agreements require LCEF to pay the District a fixed amount on a monthly basis. The
amounts received by the District in connection with these agreements during the years ended January
31, 2019 and 2018, totaled $20,790 and $12,185, respectively, which is reported in the Statement of
Activities as revenue in net assets without donor restrictions.
12. DEFINED BENEFIT PLAN
The District participates in the worker benefit plans of the Synod, including the Concordia
Retirement Plan (CRP). The CRP provides individuals with post-retirement benefits. Substantially
all full-time employees (those employed more than 20 hours per week and at least five months per
year) are covered by the CRP. Employees are vested after five years of creditable service. We
contribute a fixed percentage of each participant’s salary to the CRP. Retirement plan expenses for
the years ended January 31, 2019 and 2018, totaled $17,767 and $10,537, respectively.
There were no significant changes in the District’s relationship to the CRP or changes that would
affect the comparability to the CRP during fiscal 2019 or 2018. There were also no contingent
liabilities associated with the CRP at January 31, 2019 or 2018. Currently, the District has no
intention to withdraw from the CRP; the District’s contributions and level of participation represent a
small percentage of the CRP as a whole.
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