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 INTERNAL AUDITOR’S REPORT 

Board of Directors 
Southeastern District of 
The Lutheran Church—Missouri Synod 
Alexandria, Virginia 

Opinion 

We have audited the accompanying financial statements of the Southeastern District of The Lutheran 
Church—Missouri Synod, which comprise the statement of financial position as of December 31, 
2023 and 2022, and the related statements of activities, functional expenses, and cash flows for the 
years then ended, and the related notes to the financial statements.   

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Southeastern District as of December 31, 2023 and 2022, 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. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America.  Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report.  We are required to be 
independent of the Southeastern District and to meet our other ethical responsibilities in accordance 
with the relevant ethical requirements relating to our audits.  We believe that the audit evidence we 
have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 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. 

In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Southeastern 
District’s ability to continue as a going concern within one year after the date that the financial 
statements are available to be issued.  
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Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 
that includes our opinion.  Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with generally 
accepted auditing standards will always detect a material misstatement when it exists.  The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control.  Misstatements, including omissions, are considered material if there is a substantial 
likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements. 

In performing an audit in accordance with generally accepted auditing standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks.  Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

• Obtain an understanding of internal control relevant to the audit 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 the Southeastern District’s internal control.  Accordingly, no such
opinion is expressed.

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Southeastern District’s ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control 
related matters that we identified during the audit. 

THE LUTHERAN CHURCH—MISSOURI SYNOD 
Internal Audit Department  

St. Louis, Missouri 
March 22, 2024 



SOUTHEASTERN DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2023 and 2022

2023 2022
Assets:

Cash and Cash Equivalents $ 92,087 $ 359,296
Accounts Receivable 2,730 984
Prepaid Expenses and Other Assets 18,762 13,692
Contributions Receivable (Note E ) 122,126 204,419
Loans Receivable (Note F) 432,807 61,758
Property Held for Sale 93,053 - 
Operating Lease Right-of-Use Asset - Net (Note H ) 200,310 - 
Property and Equipment - Net (Note G ) 170,522 185,526
Beneficial Interests in Charitable Trusts Held by Others (Note D ) 115,375 66,862
Long-Term Investments (Note D ) 3,132,327 2,725,198

Total Assets $ 4,380,099 $ 3,617,735

Liabilities:
Accounts Payable and Accrued Expenses $ 237,628 $ 202,896
Grants Payable (Note I ) 59,869 82,753
Deferred Revenue 18,184 16,097
Line of Credit (Note J) 125,000     - 
Operating Lease Liability (Note H ) 201,629     - 

Total Liabilities 642,310 301,746

Net Assets:
Without Donor Restrictions (Note K) 2,824,356 2,524,130
With Donor Restrictions (Note L ) 913,433 791,859

Total Net Assets 3,737,789 3,315,989

Total Liabilities and Net Assets $ 4,380,099 $ 3,617,735

The accompanying notes are an integral part of these financial statements.
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SOUTHEASTERN DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2023

WITHOUT DONOR WITH DONOR
RESTRICTIONS RESTRICTIONS TOTAL

SUPPORT, REVENUES, & OTHER ADDITIONS:
Support -

District Congregations (Note A ) $ 2,344,822           $ $ 2,344,822           
LCEF (Note N ) 119,381              119,381              
Assets from Disbanded Congregation 390,000              390,000              
Other 88,051                241,135              329,186              

Revenues -
Subscriptions 15,061                15,061                
Conventions, Conferences, and Workshops 180,979              180,979              
Net Investment Return (Loss) 389,778              4,025                  393,803              
Agreements with LCEF (Note N ) 174,966              174,966              
Other 76,918                76,918                

Change in Value of Beneficial Interests in Charitable Trusts (17,651)               (17,651)               
Net Assets Released from Restrictions (Note L ) 225,316              (225,316)             -                          

Total Support, Revenues, & Other Additions 3,885,891           121,574              4,007,465           

EXPENSES:
Program Services -

Mission Outreach 596,303              596,303              
Preparing Church Workers 196,608              196,608              
Congregational Services 788,633              788,633              

Support Services -
Synodical Budget 460,205              460,205              
Mission and Ministry Support 904,062              904,062              
Ecclesiastical and Program Administration 415,776              415,776              
LCEF 164,052              164,052              
Fund-Raising 60,026                60,026                

Total Expenses 3,585,665           -                          3,585,665           

CHANGE IN NET ASSETS 300,226              121,574              421,800              

NET ASSETS - Beginning of Year 2,524,130           791,859              3,315,989           

NET ASSETS - End of Year $ 2,824,356           $ 913,433              $ 3,737,789           

The accompanying notes are an integral part of these financial statements.
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SOUTHEASTERN DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2022

WITHOUT DONOR WITH DONOR
RESTRICTIONS RESTRICTIONS TOTAL

SUPPORT, REVENUES, & OTHER ADDITIONS:
Support -

District Congregations (Note A ) $ 2,398,634           $ $ 2,398,634           
LCEF (Note N ) 209,656              209,656              
Other 49,900                48,930                98,830                

Revenues -
Subscriptions 16,056                16,056                
Conventions, Conferences, and Workshops 84,958                84,958                
Net Investment Return (Loss) (566,573)             1,975                  (564,598)             
Agreements with LCEF (Note N ) 167,031              167,031              
Other 19,553                19,553                

Change in Value of Beneficial Interests in Charitable Trusts (8,155)                 (8,155)                 
Net Assets Released from Restrictions (Note L ) 197,331              (197,331)             -                          

Total Support, Revenues, & Other Additions 2,366,890           55,075                2,421,965           

EXPENSES:
Program Services -

Mission Outreach 753,862              753,862              
Preparing Church Workers 165,924              165,924              
Congregational Services 717,361              717,361              

Support Services -
Synodical Budget 471,825              471,825              
Mission and Ministry Support 623,343              623,343              
Ecclesiastical and Program Administration 429,809              429,809              
LCEF 167,359              167,359              
Fund-Raising 20,000                20,000                

Total Expenses 3,349,483           -                          3,349,483           

CHANGE IN NET ASSETS (982,593)             55,075                (927,518)             

NET ASSETS - Beginning of Year 3,506,723           736,784              4,243,507           

NET ASSETS - End of Year $ 2,524,130           $ 791,859              $ 3,315,989           

The accompanying notes are an integral part of these financial statements.
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SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2023

PROGRAM SERVICES SUPPORT SERVICES

Mission 
Outreach

Preparing 
Church 
Workers

Congregational 
Services

Synodical 
Budget

Mission and 
Ministry 
Support

Ecclesiastical 
and Program 

Administration LCEF Fund-Raising TOTAL

Synodical Support $ $ $ $ 460,205 $ $ $ $ $ 460,205

Mission Funding Within District 255,282 182,057 21,593 5,164 464,096

Mission Funding Outside of District 32,861 32,861

Salaries & Benefits 282,970 646,364 331,801 321,135 138,158 1,720,428

Conventions, Conferences, Workshops & Meetings 14,551 66,344 158,241 40,741 279,877

Travel 20,990 27,058 10,769 29,660 544 89,021

Communications, Publications & Promotions 3,000 8,517 34,949 1,544 1,350 49,360

Information Technology 151,680 151,680

Professional Fees & Insurance 30,355 24,000 60,026 114,381

Building & Office Expenses 10,687 139,284 149,971

Operating Lease Expense 19,808 19,808

Depreciation 23,110 5,747 28,857

Other 1,200 8,070 4,065 11,785 25,120

Total Expenses by Function $ 596,303 $ 196,608 $ 788,633 $ 460,205 $ 904,062 $ 415,776 $ 164,052 $ 60,026 $ 3,585,665

The accompanying notes are an integral part of these financial statements.
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SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2022

PROGRAM SERVICES SUPPORT SERVICES

Mission 
Outreach

Preparing 
Church 
Workers

Congregational 
Services

Synodical 
Budget

Mission and 
Ministry 
Support

Ecclesiastical 
and Program 

Administration LCEF Fund-Raising TOTAL

Synodical Support $ $ $ $ 471,825 $ $ $ $ $ 471,825

Mission Funding Within District 225,309 140,949 51,203 6,612 424,073

Mission Funding Outside of District 37,037 37,037

Salaries & Benefits 438,032 589,574 311,168 345,707 140,828 1,825,309

Conventions, Conferences, Workshops & Meetings 24,975 39,935 74,828 28,577 168,315

Travel 45,853 28,648 8,143 37,071 1,181 120,896

Communications, Publications & Promotions 5,313 6,402 33,389 2,550 1,350 49,004

Information Technology 92,789 92,789

Professional Fees & Insurance 26,301 24,000 20,000 70,301

Building & Office Expenses 59,764 59,764

Depreciation 12,722 919 13,641

Other 2,318 1,599 4,239 8,373 16,529

Total Expenses by Function $ 753,862 $ 165,924 $ 717,361 $ 471,825 $ 623,343 $ 429,809 $ 167,359 $ 20,000 $ 3,349,483

The accompanying notes are an integral part of these financial statements.
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SOUTHEASTERN DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

2023 2022
Cash Flows from Operating Activities:

Change in Net Assets $ 421,800       $ (927,518)      
Adjustments to Reconcile Change in Net Assets 
to Net Cash Provided (Used) by Operating Activities:

Depreciation Expense 28,857         13,640         
Donated Property from Disbanded Congregation (390,000)      -                   
Change in Value of Beneficial Interests in Charitable Trusts 17,651         8,155           
(Gain) Loss on Sale of Property 6,302           -                   
Net (Gain) Loss on Investments (303,576)      660,714       
(Increase) Decrease in Operating Assets:

Accounts Receivable (1,746)          2,301           
Prepaid Expenses and Other Assets (5,070)          17,444         
Contributions Receivable 82,293         (41,374)        
Operating Lease Right-of-Use Asset 16,854         -                   
Beneficial Interests in Charitable Trusts Held by Others (66,164)        -                   

Increase (Decrease) in Operating Liabilities:
Accounts Payable and Accrued Expenses 34,732         141,742       
Grants Payable (22,884)        6,513           
Deferred Revenue 2,087           (2,239)          
Operating Lease Liability (15,535)        -                   

Net Cash Provided (Used) by Operating Activities (194,399)      (120,622)      

Cash Flows from Investing Activities:
Purchases of Fixed Assets (106,906)      (86,741)        
Proceeds from Sale of Property Held for Sale 38,575         -                   
Capital Additions to Property Held for Sale (24,877)        -                   
Proceeds from Sale of Investments 419,411       658,923       
Purchases of Investments (522,964)      (514,832)      
Loans Receivable - Advances (19,000)        -                   
Loans Receivable - Principal Repayments 17,951         5,025           

Net Cash Provided (Used) by Investing Activities (197,810)      62,375         

Cash Flows from Financing Activities:
Line of Credit - Borrowings From 125,000       -                   

Net Cash Provided (Used) by Financing Activities 125,000       -                   

Net Increase (Decrease) in Cash and Cash Equivalents (267,209)      (58,247)        
Cash and Cash Equivalents - Beginning of Year 359,296       417,543       

Cash and Cash Equivalents - End of Year $ 92,087         $ 359,296       

(Continued)
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SOUTHEASTERN DISTRICT of
THE LUTHERAN CHURCH–MISSOURI SYNOD

STATEMENTS OF CASH FLOWS (Continued)
FOR THE YEARS ENDED DECEMBER 31, 2023 and 2022

2023 2022

Supplemental Data:

Noncash Investing and Financing Activities:
Proceeds from Sale of Property Financed by the District - 

Increase in Loans Receivable $ (370,000) $ -                   
Decrease in Property Held for Sale $ 370,000 $ -                   

Reclassification of Office Building/Land to Property Held for Sale -
Decrease in Property and Equipment $ 93,053 $ -                   
Increase in Property Held for Sale $ (93,053) $ -                   

Right-of-Use Asset Acquired with Debt -
Increase in Operating Lease Right-of-Use Asset $ (217,164) $ -                   
Increase in Operating Lease Liability $ 217,164 $ -                   

The accompanying notes are an integral part of these financial statements.
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SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD 

NOTES TO FINANCIAL STATEMENTS 
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NOTE A - NATURE OF ORGANIZATION  
 
The Southeastern District (the District), a religious not-for-profit organization, is one of 35 districts of 
The Lutheran Church–Missouri Synod (the Synod), encompassing 212 congregations in Delaware, 
The District of Columbia, Maryland (except Garrett County), Virginia, North Carolina, South 
Carolina, and York County, Pennsylvania.  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 $2,344,822 and 
$2,398,634 for the years ended December 31, 2023 and 2022, 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: 
 

• Mission Outreach – Mission funding outside of the District includes the District’s 
personalized world ministry support remitted to the Synod.  Mission funding within the 
District includes but is not limited to 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 six 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. 
 

• Mission and Ministry Support – Includes the District’s communication efforts, financial and 
general service activities, the operation/maintenance of District office facilities, and 
District/Synodical convention expenses. 
 

• Ecclesiastical and Program Administration – Includes 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. 

 
• LCEF – Includes the District’s support of the national Lutheran Church Extension Fund 

(LCEF) efforts as discussed in Note N (Agreements with LCEF). 
 



SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD 

NOTES TO FINANCIAL STATEMENTS 
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NOTE A - NATURE OF ORGANIZATION (Continued) 

All of these program and support services include the related program and administration expense 
associated with that particular function. 

The Southeastern 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.       

NOTE B - 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 Southeastern 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, Cash Equivalents, and Restricted Cash 

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 long-
term purposes (e.g., for building projects, perpetual endowments), to be cash and cash equivalents.  
Cash restricted by donors for long-term purposes is shown separately in the Statement of Financial 
Position.  

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    



SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD 

NOTES TO FINANCIAL STATEMENTS 
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Investments and Net Investment Return/(Loss) (Continued) 
 
losses, less external investment expenses; it is reported in the Statement of Activities based on the 
existence or absence of donor-imposed restrictions.   
 
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.  
The allowance for loan losses is increased by a charge to bad debt expense and decreased by loans 
written off, net of any recoveries.  Management periodically evaluates the adequacy of the 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 write off any loan or portion of a loan when the 
loan is determined to be uncollectible.   
 
Interest income on loans is recognized over the term of the loan and is calculated using the simple-
interest method on principal amounts outstanding.   
 
Property and Equipment 
 
Property and equipment purchases of $5,000 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. 



SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD 

NOTES TO FINANCIAL STATEMENTS 
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NOTE B - 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.   
 
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.  
 
Net Assets 
 
Net assets, revenues, gains and losses are classified based on the existence or absence of donor-
imposed 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 donor-
imposed 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.  
 



SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD 

NOTES TO FINANCIAL STATEMENTS 
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NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
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 on a basis that is reasonable and 
consistently applied.  The expenses that are allocated include compensation and benefits, which are 
allocated based on estimates of time and effort.     
 
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 December 31, 2023 and 2022. 
 
Subsequent Events 
 
The District has evaluated subsequent events through March 22, 2024, the date the financial 
statements were available to be issued. 
 
 
 
 
 
 
 



SOUTHEASTERN DISTRICT of 
THE LUTHERAN CHURCH–MISSOURI SYNOD 

NOTES TO FINANCIAL STATEMENTS 
 
 

15 

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
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, money market mutual funds, etc.  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 District 
management and the Board of Directors.  Although the fair values of investments are subject to 
fluctuation from year-to-year, we believe the investment policies and guidelines are prudent for the 
long-term welfare of the organization.   
 
 
NOTE C – LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS 
 
The following represents the District’s financial assets at December 31, 2023 and 2022, 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: 
 

2023 2022
Financial Assets:

Cash and Cash Equivalents $ 92,087 $ 359,296
Accounts Receivable 2,730 984
Contributions Receivable 122,126 204,419
Beneficial Interests in Charitable Trusts Held by Others 115,375 66,862
Long-Term Investments 3,132,327 2,725,198
Total Financial Assets at Year-End 3,464,645 3,356,759

Less Those Unavailable for General Expenditures Within
One Year Due to:

Donor-Imposed Restrictions (913,433) (791,859)
Board Designations:

Quasi Endowment Fund, for Long-Term Investing (988,540) (962,754)

Financial Assets Available to Meet Cash Needs for
General Expenditures Within One Year $ 1,562,672 $ 1,602,146

December 31
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NOTE C – LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS (Continued) 
 
The District’s goal is generally to maintain financial assets to meet 90 days of operating expenses 
(approximately $917,000).  As part of its liquidity plan, excess cash is invested in short-term 
investments, including LCEF certificates and mutual funds.  As disclosed in Note J, the District also 
has an unsecured line of credit with LCEF which is available to meet cash flow needs. 
 
As shown in the above table, our board designated endowment totaled $988,540 and $962,754 at 
December 31, 2023 and 2022, respectively.  Although these assets are shown in the table as 
unavailable for general expenditures within one year, the funds could be drawn upon if necessary in 
the event of financial distress or an immediate liquidity need; our intent, however, is not to spend 
from this board-designated endowment.   
 
 
NOTE D - 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. 
 
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  
 
(Continued)    
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NOTE D - FAIR VALUE MEASUREMENTS (Continued) 
 
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 December 31, 2023: 
 

Investments
Measured at

Total Level 1 Level 2 Level 3 Cost or NAV
Long-Term Investments -

Marketable Securities $ 2,682,757    $ 2,682,757    $ $ $
LCEF Notes 403,225       403,225        
LCMS Foundation:

Domestic Equity 37,802         37,802          
International Equity 8,543           8,543            

$ 3,132,327    $ 2,682,757    $ -                  $ -                  $ 449,570        

Beneficial Interests in 
Charitable Trusts $ 115,375       $ -                  $ -                  $ 115,375       $ -                    

Fair Value Measurements Using

 
 
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 December 31, 
2023: 
 
 

Balance Net New or Change Balance
12/31/2022 (Matured) Gifts in Value 12/31/2023

Charitable Trusts $ 66,862        $ 66,164            $ (17,651)       $ 115,375      

 
 
 
(Continued) 
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NOTE D - FAIR VALUE MEASUREMENTS (Continued) 
 
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 December 31, 2022: 
 

Investments
Measured at

Total Level 1 Level 2 Level 3 Cost or NAV
Long-Term Investments -

Marketable Securities $ 2,386,636    $ 2,386,636    $ $ $
LCEF Notes 300,000       300,000        
LCMS Foundation:

Domestic Equity 30,970         30,970          
International Equity 7,592           7,592            

$ 2,725,198    $ 2,386,636    $ -                  $ -                  $ 338,562        

Beneficial Interests in 
Charitable Trusts $ 66,862         $ -                  $ -                  $ 66,862         $ -                    

Fair Value Measurements Using

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 December 31, 
2022: 
 

Balance Net New or Change Balance
12/31/2021 (Matured) Gifts in Value 12/31/2022

Charitable Trusts $ 75,017        $ -                     $ (8,155)         $ 66,862        

 
 
A significant portion of our long-term investments is classified within Level 1 because they comprise 
marketable securities with readily determinable fair values based on daily redemption values.  The 
fair value of beneficial interests in charitable trusts is 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 in the LCMS Foundation are not classified within the fair value 
hierarchy as shown in the above tables.  The Domestic Equity Fund is a moderate to high risk 
investment; the portfolio invests in common stock issued by domestic corporations and traded on 
domestic exchanges.  The International Equity Fund is a higher risk investment; the portfolio invests 
in common stock issued by foreign corporations and traded on foreign exchanges in both developed 
and emerging markets.   
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NOTE E - CONTRIBUTIONS RECEIVABLE 

At December 31, 2023 and 2022, member congregations have unconditionally promised to give the 
District $122,126 and $204,419, respectively.  These amounts were received within one month of the 
respective fiscal year-end. 

NOTE F – LOANS RECEIVABLE 

The District had loans receivable from three unrelated parties and a District employee as follows: 

Interest Maturity
Rates Dates 2023 2022

Proceeds from Sale of Property - 
Hallwood Building/Land 6.500% 9/2043 $ 331,659       $ - 
Hallwood Vacant Land 7.000% 4/2028 32,481         -

Employee Housing Assistance Loan 4.125% 5/2026 49,667         61,758         
Emergency Loan to Individual 0.000% Demand 19,000         -

$ 432,807       $ 61,758         

December 31

At December 31, 2023, all loans except for the emergency loan were secured by a deed of trust or 
registered mortgage. 

NOTE G - PROPERTY AND EQUIPMENT 

Property and equipment consists of: 

2023 2022

Land $ - $ 68,696         
Office Building - 506,884
Office Furnishings & Equipment 172,003       258,817       
Vehicles 57,972         36,741         
Work in Progress - 36,000 

229,975       907,138       
Less:  Accumulated Depreciation (59,453)        (721,612)      

Net Property and Equipment $ 170,522       $ 185,526       

December 31
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NOTE H – OPERATING LEASE RIGHT-OF-USE ASSET AND RELATED LIABILITY 
 
We lease our office facilities under a long-term non-cancelable operating lease agreement.  This 
operating lease began in August 2023 and will expire in August 2028.  The lease agreement does not 
provide for a renewal option to extend the lease term for an additional five years.  The monthly lease 
payment began at $3,698 in August 2023; starting in September 2024 and every September of the 
remaining lease term, the lease agreement provides for a nominal increase in the required monthly 
payment up to $4,243 starting in September 2027.  In addition, the operating lease agreement requires 
us to pay a proportionate share of the lessor’s calendar year building operating expenses incurred in 
the ownership, operation, maintenance and repair of, and services provided to, the property (e.g., real 
estate taxes, insurance, building security services, repairs, etc.).     

 
The initial lease liability and right-of-use asset was measured at the present value of the lease 
payments, discounted using our incremental borrowing rate of 4.24% since the discount rate implicit 
in the lease was not readily determinable.  At December 31, 2023, the building operating lease 
liability and related right-of-use asset are presented in the Statement of Financial Position as follows: 
 
Operating Lease Right-of-Use Asset:

Cost $ 217,164
Less:  Accumulated Amortization (16,854)
Net Operating Lease Right-of-Use Asset $ 200,310

Operating Lease Liability $ 201,629

 
 
Operating lease expense for the year ended December 31, 2023, totaled $19,808.   
 
The future minimum lease payments under this non-cancelable lease are as follows as of December 
31, 2023: 
 
Year Ending December 31

2024 $ 44,893
2025 46,464
2026 48,090
2027 49,773
2028 33,948

Total Lease Payments 223,168
Less:  Interest (21,539)

Present Value of Lease Liability $ 201,629
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NOTE I - GRANTS PAYABLE 
 
The District has unconditionally promised to give to the Synod $59,869 and $82,753 at December 31, 
2023 and 2022, respectively.  These amounts were paid within one month after the respective fiscal 
year-end. 
 
 
NOTE J – 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 December 31, 2023 and 2022, we had an unsecured line of credit with LCEF in the 
amount of $408,875 and $416,830, respectively.  The District had borrowings against this line in 
fiscal 2023 totaling $125,000 at December 31, 2023.  Interest-only payments at the current rate of 5% 
are required and the draws against the line are payable on demand.  As of and during the year ended 
December 31, 2022, there were no borrowing against this line of credit.   
 
 
NOTE K – NET ASSETS WITHOUT DONOR RESTRICTIONS 
 
Net assets without donor restrictions consist of the following: 
 

2023 2022

Undesignated $ 1,319,688    $ 1,017,699    

Invested in Property and Equipment 170,522       185,526       

Designated by Board for:
Mission Outreach 249,826       334,231       
Preparing Church Workers 45,780         11,974         
Congregational Services 40,000         -                   
Mission and Ministry Support 10,000         11,946         
Quasi-Endowment - Mission Outreach 988,540       962,754       

1,334,146    1,320,905    

$ 2,824,356    $ 2,524,130    

December 31
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NOTE L – NET ASSETS WITH DONOR RESTRICTIONS 
 
Net assets with donor restrictions are restricted for the following purposes or periods: 
 

2023 2022
Purpose Restrictions:

Mission Outreach $ 350,076       $ 301,946       
Preparing Church Workers 536              211              
Congregational Services 249,071       243,738       
Ecclesiastical and Program Administration 13,307         14,121         

612,990       560,016       
Time Restrictions:

Beneficial Interests in Charitable Trusts Held by Others 115,375       66,862         
Other 5,244           5,244           

120,619       72,106         
Endowments:

Corpus (Perpetual) - 
Preparing Church Workers 158,075       139,773       
Congregational Services 11,163         -                   

Net Investment Return Subject to Appropriation
and Expenditure; Restricted by Donors for

Preparing Church Workers 10,586         19,964         
Total Endowments 179,824       159,737       

$ 913,433       $ 791,859       

December 31

 
Net assets were released from donor restrictions when expenses were incurred to satisfy the restricted 
purposes or by occurrence of the passage of time or other events specified by the donors as follows:  
 

2023 2022
Satisfaction of Purpose Restrictions:

Mission Outreach $ 171,042       $ 129,114       
Preparing Church Workers 35,681         31,908         
Congregational Services 17,493         18,382         
Mission and Ministry Support -                   2,124           
Ecclesiastical and Program Administration 1,100           2,000           
Fund-Raising -                   13,803         

225,316       197,331       
Expiration of Time Restrictions -                   -                   

$ 225,316       $ 197,331       

December 31
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NOTE M - ENDOWMENT FUNDS 
 
Our endowment consists of four individual funds established by donors to provide annual funding for 
preparing church workers and providing congregational services.  Our endowment also includes 
certain net assets without donor restrictions that have been designated for endowment by the Board of 
Directors for mission outreach.   
 
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 District of Columbia’s 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 December 31, 2023 and 
2022.   
 
Investment and Spending Policies – The District has adopted investment and spending policies for 
endowment assets that attempt to subject the fund to low investment risk and provide programs 
supported by its endowments with current income.  Our board-designated endowment assets are 
invested in marketable securities.  We have a policy of appropriating for expenditure each year at 
least 85% of the board-designated endowment fund’s net earnings for the year; any undistributed 
income is added to the board-designated net asset balance at the end of each fiscal year.  Our donor-
restricted endowment assets are invested in LCEF notes.  We use 50% of annual earnings to preserve 
the value of the endowment and use the remaining 50% for the funds’ purpose. This spending policy 
allows the donor-restricted endowment to support minimum growth as a result of investment returns.  
This is consistent with the District’s objectives to provide current income for its programs and 
preserve donor-restricted endowment assets without subjecting them to substantial risk.      
 
 
(Continued) 
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NOTE M - ENDOWMENT FUNDS (Continued)  
 
As of December 31, 2023 and 2022, we had the following endowment net asset composition by fund 
type: 
 

Without Donor With Donor
Restrictions Restrictions Total

December 31, 2023
Board-Designated Endowment Funds $ 988,540       $ $ 988,540       
Donor-Restricted Endowment Funds:

Amounts Required to be Maintained in Perpetuity 169,238       169,238       
Accumulated Investment Return 10,586         10,586         

Total Endowment $ 988,540       $ 179,824       $ 1,168,364    

Without Donor With Donor
Restrictions Restrictions Total

December 31, 2022
Board-Designated Endowment Funds $ 962,754       $ $ 962,754       
Donor-Restricted Endowment Funds:

Amounts Required to be Maintained in Perpetuity 139,773       139,773       
Accumulated Investment Return 19,964         19,964         

Total Endowment $ 962,754       $ 159,737       $ 1,122,491    

 
 
Changes in the endowment net assets for the years ended December 31, 2023 and 2022, are as 
follows: 
 

Without Donor With Donor
Restrictions Restrictions Total

Year Ended December 31, 2023

Endowment Net Assets - Beginning of Year $ 962,754       $ 159,737       $ 1,122,491    

Contributions 27,592         27,592         
Net Investment Return 25,786         3,409           29,195         
Appropriation of Endowment

Assets for Expenditure -                  (10,914)       (10,914)       

Endowment Net Assets - End of Year $ 988,540       $ 179,824       $ 1,168,364    

(Continued) 
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NOTE M - ENDOWMENT FUNDS (Continued) 

Without Donor With Donor
Restrictions Restrictions Total

Year Ended December 31, 2022

Endowment Net Assets - Beginning of Year $ 940,034       $ 163,461       $ 1,103,495    

Net Investment Return 22,720         1,561           24,281         
Appropriation of Endowment

Assets for Expenditure - (5,285) (5,285)         

Endowment Net Assets - End of Year $ 962,754       $ 159,737       $ 1,122,491    

NOTE N – SUPPORT AND REVENUE FROM THE LUTHERAN CHURCH EXTENSION 
FUND 

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 December 31, 2023 and 2022, the District requested and received 
distributions of LCEF operating results totaling $119,381 and $209,656, 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 certain expenses incurred by us 
in connection with LCEF’s functions taking place at or through the District Office, through personnel 
employed by 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 December 31, 2023 and 2022, totaled $174,966 and $167,031, respectively, which is 
reported in the Statement of Activities as revenue in net assets without donor restrictions.  

NOTE O – 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 December 31, 2023 and 2022, totaled $109,146 and $109,694, respectively. 

There were no significant changes in the District’s relationship to the CRP during fiscal 2023 or 2022.  
There were also no contingent liabilities associated with the CRP at December 31, 2023 or 2022.  
Currently, the District has no intention to withdraw from the CRP. 
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