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To the Council
Nebraska Synod of the
Evangelical Lutheran Church in America
Omaha, Nebraska:
Dear Council:
We are pleased to present this report related to our audit of the financial statements of Nebraska Synod of the
Evangelical Lutheran Church in America (the Synod), as of and for the year ended January 31, 2018. This report
summarizes certain matters required by professional standards to be communicated to you in your oversight
responsibility for the Synod’s financial reporting process.
This report is intended solely for the information and use of the Council and management and is not intended to be and
should not be used by anyone other than these specified parties. It will be our pleasure to respond to any questions you
have regarding this report. We appreciate the opportunity to continue to be of service to the Synod.

Omaha, Nebraska,
July 26, 2018.

1

Nebraska Synod of the
Evangelical Lutheran Church in America
Required Communications
As of and for the Year Ended January 31, 2018
Generally accepted auditing standards (AU-C 260, The Auditor’s Communication with Those Charged with Governance)
require the auditor to promote effective two-way communication between the auditor and those charged with governance.
Consistent with this requirement, the following summarizes our responsibilities regarding the financial statement audit as
well as observations arising from our audit that are significant and relevant to your responsibility to oversee the financial
reporting process.
Our Responsibility With Regard to the Financial Statement Audit
Our responsibility under auditing standards generally accepted in the United States of America has been described to you
in our arrangement letter dated November 30, 2017. Our audit of the financial statements does not relieve management or
those charged with governance of their responsibilities which are also described in that letter.
Overview of the Planned Scope and Timing of the Financial Statement Audit
We have issued a separate communication dated November 30, 2017 regarding the planned scope and timing of our audit
and have discussed with you our identification of and planned audit response to significant risks of material misstatement.
Accounting Policies and Practices
Preferability of Accounting Policies and Practices
Under accounting principles generally accepted in the United States of America, in certain circumstances, management
may select among alternative accounting practices. In our view, in such circumstances, management has selected the
preferable accounting practice.
Adoption of, or Changes in, Accounting Policies
Management has the ultimate responsibility for the appropriateness of the accounting policies used by the Synod. The
Synod did not adopt any significant new accounting policies, nor have there been any changes in existing significant
policies during the current period.
Significant or Unusual Transactions
We did not identify any significant or unusual transactions or significant accounting policies in controversial or emerging
areas for which there is a lack of authoritative guidance or consensus.
Management’s Judgments and Accounting Estimates
Summary information about the process used by management in formulating particularly sensitive accounting estimates
and about our conclusions regarding the reasonableness of those estimates is in the attached “Summary of Accounting
Estimates.”
Audit Adjustments
There were eight audit adjustments made to the original trial balances presented to us at the beginning of our audit,
including three client journal entries provided to us during audit fieldwork. The adjusting entries are summarized in the
attached schedule.
Uncorrected Misstatements
We accumulated four uncorrected misstatements (passed audit adjustments) which were discussed with management,
and determined by management to be immaterial to the financial statements taken as a whole. Therefore, the adjustments
to correct the financial statements were not made. The uncorrected misstatements are summarized in the accompanying
schedule.
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Nebraska Synod of the
Evangelical Lutheran Church in America
Required Communications
As of and for the Year Ended January 31, 2018
Disagreements with Management
We encountered no disagreements with management over the application of significant accounting principles, the basis for
management’s judgments on any significant matters, the scope of the audit, or significant disclosures to be included in the
financial statements.
Consultation with Other Accountants
We are not aware of any consultations management had with other accountants about accounting or auditing matters.
Significant Issues Discussed with Management
No significant issues arising from the audit were discussed or were the subject of correspondence with management.
Significant Difficulties Encountered in Performing the Audit
We did not encounter any significant difficulties in dealing with management during the audit.
Letter Communicating Internal Control Related Matters and Constructive Suggestions
Please refer to the internal control related matters letter attached as Exhibit A.
Certain Written Communications Between Management and Seim Johnson, LLP
In connection with our audit we received a representation letter from management confirming it has the primary
responsibility for the fair presentation in the financial statements in conformity with accounting principles generally
accepted in the United States of America. The representation letter reduces to writing the more significant oral
representations made by management during the course of the audit. A copy of this representation letter can be provided
upon request.
Quality Review
A copy of our most recent quality review is included in this correspondence.
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Nebraska Synod of the
Evangelical Lutheran Church in America
Summary of Accounting Estimates
As of and for the Year Ended January 31, 2018
Accounting estimates are an integral part of the preparation of financial statements and are based upon management's
current judgment. The process used by management encompasses their knowledge and experience about past and
current events and certain assumptions about future events. You may wish to monitor throughout the year the process
used to compute and record these accounting estimates. The following describes the significant accounting estimates
reflected in the Synod’s January 31, 2018 financial statements:

Depreciation Expense
Accounting Policy: Property and equipment acquisitions are stated at cost. Depreciation is provided over the estimated
useful life of each class of depreciable asset and is computed using the straight-line method.
Estimation Process: The Synod uses general industry data and historical experience to help determine useful life for
depreciation purposes.
Comments: Based on our testing, the calculation for depreciation expense appears reasonable.

Fair Value of Investments
Accounting Policy: Investments are recorded at their estimated fair values.
Estimation Process: Investments in marketable securities are recorded at fair value using quoted market prices.
Comments: Based on our testing, the estimated fair values of investments appear reasonable.
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Nebraska Synod of the
Evangelical Lutheran Church in America
Summary of Audit Adjustments
As of and for the Year Ended January 31, 2018
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Nebraska Synod of the
Evangelical Lutheran Church in America
Summary of Audit Adjustments
As of and for the Year Ended January 31, 2018
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Nebraska Synod of the
Evangelical Lutheran Church in America
Summary of Uncorrected Misstatements
As of and for the Year Ended January 31, 2018
During the course of our audit, we accumulated uncorrected misstatements that were determined by management to be
immaterial, both individually and in the aggregate, to the statements of financial position, changes in net assets, and cash
flows and to the related financial statement disclosures. Following is a summary of those differences.
Increase/(Decrease)
Description

Assets

To record prepaid rent

Liabilities

Net Assets

Revenue

Expenses

2,900

--

--

--

(2,900)

To remove SJ estimate of PTO accrual in PY

--

--

24,619

--

(24,619)

To record projected accounts payable misstatement

--

(7,021)

7,021

--

7,021

(5,800)

--

--

--

5,800

(2,900)

(7,021)

31,640

--

(14,698)

To write off aged items from bank statement reconciliation
$
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Nebraska Synod of the
Evangelical Lutheran Church in America
Quality Review
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Nebraska Synod of the
Evangelical Lutheran Church in America

Exhibit A

Letter Communicating Internal Control Related Matters
As of and for the Year Ended January 31, 2018

Internal Control Related Matters Letter
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July 26, 2018

To the Council
Nebraska Synod of the
Evangelical Lutheran Church in America
Omaha, Nebraska:
In planning and performing our audit of the financial statements of Nebraska Synod of the Evangelical Lutheran Church
in America (Synod) as of and for the year ended January 31, 2018, in accordance with auditing standards generally
accepted in the United States of America, we considered the Synod’s internal control over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Synod’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Synod’s internal control.
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies, and
therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as discussed
below, we identified certain deficiencies in internal control that we consider to be significant deficiencies.
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.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance. We consider the following
deficiency in the Synod’s internal control to be a significant deficiency:
Cash Cutoff
Appropriate cash cutoff procedures ensure that only valid transactions that have occurred prior to the Synod’s year end
are recorded in the financial statements.
During procedures over the Synod’s cash accounts and bank reconciliations, we noted deposits that had been recorded
as received in the financial statements and bank reconciliations when the cash was not received and deposited into the
bank account until after year end. This caused cash balances to be incorrect, and for receivables to be understated as
related to deposits.
This resulted in an adjusting journal entry to correctly state the balance of cash and cash equivalents in the financial
statements.
We recommend that Synod staff closely monitor transactions occurring near year end to ensure that appropriate cutoff is
achieved in the financial statements.
Following are description of other identified deficiencies in internal control that we determined did not constitute
significant deficiencies or material weaknesses:
Segregation of Duties Over Financial Reporting
One important aspect of internal control is segregation of duties among employees to prevent an individual employee the
ability to circumvent the system of internal control. In reviewing the financial reporting preparation process and controls,
due to a limited number of personnel, a lack of segregation of duties exists. In order to have proper segregation of
duties, ideally, the following four items should be performed by separate individuals:
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Authorization – the process of reviewing and approving transactions.



Custody – having access to or control over any physical asset (cash, checks, equipment, supplies, or materials)
and intangible assets such as computer systems and data.



Recordkeeping – the process of creating and maintaining departmental records (e.g. revenues, expenditures,
etc.). These may be manual records or records maintained in automated computer systems.



Reconciliation – verifying the processing or recording of transactions to ensure that all transactions are valid,
properly authorized, and properly recorded on a timely basis. This includes following-up on any differences or
discrepancies identified.

Proper segregation of duties ensures an adequate internal control structure and, without this segregation, a greater risk
of fraud and defalcation may exist.
While we realize that it is not always economically feasible to employ additional personnel for the purpose of greater
segregation of duties, we recommend the Synod continue to review internal control policies and procedures and job
assignments to ensure an adequate internal control structure.
__________
The following item is offered as a constructive suggestion for the consideration of management as part of the ongoing
process of modifying and improving the Synod’s procedures:
Donor Restrictions and Council Designated Funds
Funds received from donors with specified purposes or uses should be tracked and recorded as temporarily restricted
net assets to ensure that compliance with the donor’s intent is achieved.
During procedures over net assets, we noted instances where management recorded temporarily restricted contributions
from donors in council designated funds. Upon further inspection and inquiry, it was determined that a particular fund
that had previously been reported as council designated should have been reported as temporarily (donor) restricted.
We recommend that Synod staff closely review contributions received for donor restrictions and develop a process to
more readily determine what constitutes council designations and donor restrictions.
Vacation Accrual
During our audit procedures over accrued vacation, we noted that the paid time off (PTO) policy did not include a
maximum amount of hours employees can accrual. The current PTO policy only states the amount of hours employees
are allowed to accrue per year. Management should update the employee policy for a maximum amount of accrued PTO.
For example, the maximum accumulation of PTO hours may be no more than 8 weeks (320 hours).
Accounting for Leases
In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update No. 2016-02,
Leases (Topic 842). The update’s main provisions require recognition of lease assets and lease liabilities for all leases
with terms longer than 12 months. Lessee accounting for leases will require significant changes as a result of this
update.
Lessees will recognize a lease liability and a right-of-use asset. The lease liability should include optional period
payments if the lessee is reasonably certain to exercise an option to extend the lease or not terminate the lease.
Requirements related to finance leases include:


Recognition of a right-of-use asset and a lease liability, measured at the present value of the lease payments



Recognition of interest separately from amortization of the right-of-use asset



Inclusion of repayments of lease liabilities in financing activities and inclusion of interest on the lease liability in
operating activities in the statement of cash flows
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Requirements related to operating leases include:


Recognition of a right-of-use asset and a lease liability, measured at the present value of the lease payments



Recognition of a single lease cost on a straight-line basis



Inclusion of all cash payments within operating activities in the statement of cash flows

Preparing for implementation will be imperative for a smooth transition. We recommend that management create a team
to work on implementation in the near future and review debt covenants and any legal agreements that may be impacted.
The standard will be effective for fiscal years beginning after December 15, 2018 for public business entities, certain notfor-profits, and employee benefit plans that file with the SEC. For all other entities, the standard is effective for fiscal
years beginning after December 15, 2019. Lessees will be required to recognize and measure leases at the beginning of
the earliest period presented using a modified retrospective approach which includes available practical expedients.
Not-For-Profit Financial Reporting
On August 18, 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) No.
2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities. The new
standard changes presentation and disclosure requirements with the intention of helping not-for-profits provide more
relevant information about their resources—and the changes in those resources—to donors, grantors, creditors, and
other financial statement users. The main provisions of the update are:





Converting from three classes of net assets to two - those with donor restrictions and those without
Requires reporting and enhanced disclosures about underwater endowments
Requires qualitative information on how the organization manages its liquid available resources and liquidity
risks
Requires reporting and analysis of expenses by function and nature

The update will be effective for fiscal years beginning after December 15, 2017, but early adoption of the update is
permitted.
__________
This communication is intended solely for the information and use of the Council, management and others within the
organization and is not intended to be and should not be used by anyone other than these specified parties. We would be
pleased to answer any questions you may have regarding the comments and suggestions contained in the preceding
paragraphs.
We would like to thank you and your staff for all the cooperation extended to us during the audit.
Sincerely,
SEIM JOHNSON, LLP

Roger E. Thompson
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