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INDEPENDENT AUDITOR’S REPORT

Board of Directors

Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
New Era, Michigan

We have audited the accompanying financial statements of Living Water Ministries, A Shared Ministry of the
Lower Michigan Synods of the ELCA (a Michigan nonprofit corporation), which comprise the statements of
financial position as of January 31, 2020 and 2019, 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 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.

Grand Haven | Grand Rapids | Hart | Muskegon

www.brickleydelong.com
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Living Water Ministries, A Shared Ministry of the Lower Michigan Synods of the ELCA as of
January 31, 2020 and 2019, 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.

@NM%@*;Q,D Rc.

Muskegon, Michigan
July 1, 2020



Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
STATEMENTS OF FINANCIAL POSITION

January 31, 2020 and 2019

ASSETS

CURRENT ASSETS

Cash

Accounts receivable
Inventory

Prepaid expenses

Total current assets

INVESTMENTS

PROPERTY AND EQUIPMENT - AT COST

Land improvements
Buildings

Fixtures and equipment
Furniture and equipment
Vehicles

Less accumulated depreciation

Land

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES

Accounts payable
Accrued liabilities
Deferred revenue

Total current Labilities

NET ASSETS

Without donor restrictions
With donor restrictions

Total net assets

The accompanying notes are an integral part of these statements.
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2020 2019
$ 355143 S 261,099
5,000 1,530

10,649 9,784

5,507 2,143
376,299 274,556
1334372 1,274,299
24,752 11,104
654,663 648,963
53,784 53,784
12,047 13218
114,063 99,439
859,300 826,508
(646,628) (624,570)
212,681 201,938
15,000 15,000
227,681 216938
$1,938,352  $1,765,793
$ 9453 S 3922
7,757 6,048

38475 21370
55,685 31,340
1,811,399 1,661,264
71,268 73,189
1,882,667 1,734,453
$1,938,352  $1,765,793




Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA

STATEMENTS OF ACTIVITIES
Years ended January 31, 2020 and 2019

REVENUES AND SUPPORT
Public support
Synod grants
Episcopal support
Donations
Revenues
Program fees, net of scholarships awarded
totaling $39,465 in 2020 and $53,200 in 2019
Other income
Investment income (loss), net
Other
Gain (loss) on sale of equipment
Net assets released from restrictions

Total revenues
EXPENSES
Program services
Supporting services

Management and general
Fundraising

Total expenses
Change in net assets
Net assets at beginning of year

Net assets at end of year

2020
Without With
Donor Donor

Restrictions Restrictions Total
$ 72,000 $ - $ 72,000
15,000 - 15,000
132,353 43,050 175,403
271,318 - 271,318
147971 - 147,971
35,150 - 35,150
600 - 600
44971 (44,971) -
719,363 (1,921) 717,442
412,950 - 412,950
87,940 - 87,940
68,338 - 68,338
569,228 - 569,228
150,135 (1,921) 148,214
1,661,264 73,189 1,734,453
$ 1,811,399 $ 71,268 $ 1,882,667

The accompanying notes are an integral part of these statements.
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2019

Without With
Donor Donor
Restrictions Restrictions Total
$ 75,095 $ - $ 75,095
15,000 - 15,000
127,123 51,628 178,751
313,314 - 313314
(70,965) - (70,965)
33,300 - 33,300
49,631 (49,631) -
542,498 1,997 544,495
426,150 - 426,150
91,264 - 91,264
40,976 - 40,976
558,390 - 558,390
(15,892) 1,997 (13,895)
1,677,156 71,192 1,748,348
$ 1,661,264 $ 73,189 $ 1,734,453




Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA

STATEMENT OF FUNCTIONAL EXPENSES

Year ended January 31, 2020

Supporting Services

Compensation and related expenses

Salaries
Fringe benefits
Payroll taxes

Contracted services
Depreciation

Food and kitchen supplies
Insurance

Marketing and publicity

Office

Program expense
Repairs and maintenance
Training and travel
Utilities and telephone
Vehicle expense

Program Manage ment

Services and General Fundraising Total
$ 165,631 $ 44,287 $ 41,167 $ 251,085
27,134 7,255 6,744 41,133
12478 3,337 3,102 18917
205,243 54,879 51,013 311,135
- 11,017 - 11,017
23,606 2,623 - 26,229
37,263 1,515 298 39,076
19470 2,589 677 22,736
11,504 - 12,760 24,264
8,451 9,577 - 18,028
57,679 - - 57,679
19,507 2,167 - 21,674
2,052 443 3,550 6,045
17,865 1,985 - 19,850
10,310 1,145 40 11,495
$ 412,950 $ 87,940 $ 68,338 $ 569,228

The accompanying notes are an integral part of these statements.
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA

STATEMENT OF FUNCTIONAL EXPENSES

Year ended January 31, 2019

Supporting Services

Compensation and related expenses

Salaries
Fringe benefits
Payroll taxes

Contracted services
Depreciation

Food and kitchen supplies
Insurance

Marketing and publicity

Office

Program expense
Repairs and maintenance
Training and travel
Utilities and telephone
Vehicle expense

Program Manage ment

Services and General Fundraising Total
$ 156,597 $ 49,429 $ 27,092 $ 233,118
25,815 8,148 4,466 38,429
11,763 3,713 2,035 17,511
194,175 61,290 33,593 289,058
1,925 8,860 - 10,785
22,459 2,496 - 24,955
37,445 882 - 38,327
17,401 2,435 425 20,261
18,560 - 6,958 25,518
8,398 9,602 - 18,000
78,893 - - 78,893
14,019 1,558 - 15,577
4,652 1,005 - 5,657
18,837 2,093 - 20,930
9,386 1,043 - 10,429
$ 426,150 $ 91,264 $ 40,976 $ 558,390

The accompanying notes are an integral part of these statements.
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
STATEMENTS OF CASH FLOWS
Years ended January 31, 2020 and 2019

Operating activities
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by (used for) operating activities
Depreciation
(Gain) loss on sale of equipment
Realized and unrealized (gain) loss on investments

(Increase) decrease in operating assets
Accounts receivable
Inventory
Prepaid expenses

Increase (decrease) in operating liabilities
Accounts payable
Accrued liabilities
Deferred revenue

Net cash provided by (used for) operating activities
Investing activities
Equipment purchases
Investment purchases

Proceeds from sale of investments
Proceeds from sale of equipment

Net cash provided by (used for) investing activities
INCREASE (DECREASE) IN CASH
Cash at beginning of year

Cash at end of year

The accompanying notes are an integral part of these statements.
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2020 2019
$ 148214 $ (13,.895)
26,229 24,955
(600) -
(147,573) 71257
26,270 82317
(3470) (1,530)
(865) (792)
(3,364) 1,820
5,531 (1,336)
1,709 5,848
17,105 (13,712)
42916 72,615
(36972) (5.871)
(4,500) (6,000)
92,000 78,922
600 -
51,128 67,051
94,044 139,666
261,099 121,433

$ 355,143  $261,099




Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Living Water Ministries, a Shared Ministry of the Lower Michigan Synods of the ELCA, (Organization) is a
nonprofit corporation organized in 1987 as a ministry of Gospel proclamation committed to the fellowship and
spiritual growth of individuals, the care of the environment, the support of our neighbors in crisis, and the
support of congregations as extensions of their ministry. The Organization owns, operates, and maintains
camping properties in Michigan. The corporation is organized and operated exclusively for religious,
educational, charitable and public welfare purposes. A summary of the significant accounting policies applied
in the preparation of the accompanying financial statements follows.

Adoption of Recent Accounting Standards

On February 1, 2019, the Organization adopted ASC 606, Revenue from Contracts with Customers, using the
modified retrospective method as applied to customer contracts that were not completed at February 1, 2019.
As aresult, financial information for reporting periods beginning after February 1, 2019, are presented in
accordance with ASC 606. Comparative financial information for reporting periods prior to February 1, 2019,
has not been adjusted and continues to be reported in accordance with the Organization’s revenue recognition
policies prior to the adoption of ASC 606. The Organization did not record a cumulative adjustment related to
the adoption of ASC 606, as the effects of adoption were not significant.

Basis of Accounting
The financial statements are presented on an accrual basis of accounting which recognizes income when earned
and expenses when incurred.

Basis of Presentation
The Organization is required to report information regarding its financial position and activities according to
the following net asset classes: without donor restrictions and with donor restrictions.

Net assets without donor restrictions. Net assets that are not subject to donor-imposed stipulations.

Net assets with donor restrictions. Net assets subject to donor-imposed stipulations. Some donor
restrictions are temporary in nature; those may or will be met by actions of the Organization and/or the
passage of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated the
funds be maintained in perpetuity.

Revenues are reported as increases in net assets without donor restrictions unless use of the related assets is
limited by donor-imposed restrictions. Expenses are reported as decreases in net assets without donor
restrictions. Gains and losses on investments and other assets and liabilities are reported as increases or
decreases in net assets without donor restrictions unless their use is restricted by explicit donor stipulation or
by law.

Revenue Recognition

Contribution Revenue

Contributions, which include cash, unconditional promises to give, certain contributed services, and gifts of
long-lived and other assets, are recognized as revenues in the period received or promised. Substantially all of
the Organization’s grants are considered to be contributions for the purpose of applying revenue recognition
policies. Contributions receivable beyond one year are stated at net present value of the estimated cash flows
using a risk-adjusted rate and are also recorded net of estimated uncollectible amounts. Conditional
contributions are recorded when the conditions have been met.



Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued
Revenue Recognition—Continued

Contribution Revenue—Continued

Contributions are considered to be without donor restriction unless specifically restricted by the donor for time
or purpose. When a donor restriction is fulfilled or expires, net assets are reclassified from net assets with
donor restrictions to net assets without donor restrictions and are reported in the statements of activities as net
assets released from restriction. If a restriction is fulfilled in the same period in which the contribution is
received, the Organization reports the support as increases in net assets without donor restrictions.

Revenue from Contracts with Customers

Canteen sales are reported at the amount that reflects the consideration to which the Organization expects to be
entitled in exchange for providing goods to the customer. Prices for individual items are established by the
Organization. Control is transferred immediately to the customer at the point of sale. Refunds for canteen
sales are rare. The Organization has not reported a liability for estimated returns, as the amounts are not
considered material to the financial statements.

Camping and other event fees are reported at the amount that reflects the consideration to which the
Organization expects to be entitled in exchange for providing these services to the customer. Payment from
customers is due prior to the event occurring and is recorded as deferred revenue until recognized. Revenue
from camping and other events are recognized over time based on the transfer of control of the services to
customers, in an amount that reflects the consideration the Organization expects to be entitled to in exchange
for those services. Revenue recognized over time consists entirely of performance obligations that are satisfied
within one week or less. Refunds for camping and other events are generally only allowed up to a month
before the event occurs. The Organization has not reported a liability for estimated refunds, as any refund
would occur before revenue has been recognized.

Taxes collected from customers relating to product sales and remitted to governmental authorities are excluded
from revenues.

Deferred revenue represents a contract liability for monies received in advance of a performance obligation
being satisfied.

Investments

Investments consist entirely of a share of the pooled investments held in the Evangelical Lutheran Church in
America Fund Pooled Trust and are reported at their fair values which are generally based on quoted market
prices.

Gains and losses on disposition are accounted for on a specific identification basis. Net realized and
unrealized gains and losses are included as part of investment income, net, as reported in the statements of
activities.

Inventories and Prepaid Expenses
Inventories are stated at the lower of cost or net realizable value. Cost is determined by the first-in, first-out
method.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid
items.
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Property and Equipment
Assets purchased at a cost of more than $1,000 are recorded at cost and are depreciated over the estimated useful
lives of the assets using the straight-line method. Maintenance and repairs are expensed as incurred.

Donations of property and equipment with a fair value in excess of $1,000 are recorded at their estimated fair value
on the date donated and depreciated over their estimated useful lives using the straight-line method. Contributions
with donor-imposed stipulations regarding how long the contributed assets must be used are recorded as net assets
with donor restrictions; otherwise, the contributions are recorded as net assets without donor restrictions.

Volunteers

A number of volunteers, including the members of the Board of Directors, have made significant contributions
of time to the Organization’s policy-making, program, and support functions. The value of this contributed
time does not meet the criteria for recognition of contributed services and, accordingly, is not reflected in the
accompanying financial statements.

Non-monetary Transactions
Non-monetary transactions are recorded on the basis of the market value of services provided or assets
transferred.

Functional Expenses

The cost of providing the various programs and other activities has been summarized on a functional basis in
the statements of functional Expenses. Accordingly, certain costs have been allocated among the programs
and supporting services benefited based on management’s analysis and estimates.

The expenses that have been allocated include the following:

Expense Method of Allocation
Compensation and related expenses
Salaries and wages Time and effort
Fringe benefits Time and effort
Payroll taxes Time and effort
Facility overhead and other
Contracted services Direct cost
Depreciation Square footage
Food and kitchen supplies Direct cost
Insurance Square footage
Marketing and publicity Direct cost
Office Direct cost
Repairs and maintenance Square footage
Training and travel Direct cost
Utilities and telephone Square footage
Vehicle expense Square footage

11



Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE A—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

Advertising Costs
The Organization expenses the cost of advertising and promotions as incurred. Advertising expense was
$24,264 and $25,518 for the years ended January 31, 2020 and 2019, respectively.

Tax Status
The Organization is organized as a nonprofit religious entity and, as such, is exempt from federal income
taxes.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from these estimates.

Reclassifications

Certain prior year accounts have been reclassified for comparative purposes to conform to the current year
presentation.

Date of Management's Review

Subsequent events have been evaluated through July 1, 2020, which is the date the financial statements were
available to be issued.

NOTE B—AVAILABILITY AND LIQUIDITY

The following represents the Organization’s financial assets as of January 31, 2020 and 2019:

2020 2019
Financial assets at year end:
Cash $ 355,143 $ 261,099
Investments 1,334,372 1,274,299
Accounts receivable 5,000 1,530
Total financial assets 1,694,515 1,536,928
Less amounts not available to be used within one year:
Net assets with donor restrictions 71,268 73,189
Less net assets with purpose restrictions to be met in
less than one year (49,708) (51,628)
Board-designated general endowment 1,312,020 1,251,947
Board-designated for new staff development position 84,378 98,922
Board-designated for cabins 118,864 -
Board-designated for capital improvement 26,879 19,657
Board-designated reserve 12,000 -
1,575,701 1,392,087
Financial assets available to meet general expenses
over the next year $ 118,814 $ 144,841
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE B—AVAILABILITY AND LIQUIDITY—Continued

The Organization manages its liquidity by developing and adopting annual operating budgets that provide
sufficient funds for general expenses and meeting its liabilities and other obligations as they become due. The
Organization’s endowments consists of a board designated endowment. As described in Note F, the board-
designated endowment does not have a formal spending rate. However, the earnings are available to the
Organization and additional amounts are available with the approval of the Board of Directors.

NOTE C—CASH

The Organization maintains its cash balances in one financial institution. The balances are insured by the
Federal Deposit Insurance Corporation up to certain limitations. As of January 31, 2020, the Organization’s
uninsured cash balances were approximately $111,000.

NOTE D—INVESTMENTS

The Organization invests in various investment securities. Investment securities are exposed to various risks
such as interest rates, market and credit risks. Due to the level of risk associated with certain investment
securities, it is at least reasonably possible that changes in the values of investment securities will occur in the
near term, and that such changes could materially affect investment account balances and the amounts reported
in the financial statements.

NOTE E—FAIR VALUE MEASUREMENTS

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in
active markets for identical assets or liabilities (level 1) and the lowest priority to unobservable inputs (level
3). The three levels of the fair value hierarchy are described below:

Level 1  Inputs to the valuation methodology are unadjusted quoted prices for identical
assets or liabilities in active markets that the Organization has the ability to access.

Level2  Inputs to the valuation methodology include the following:

- Quoted prices for similar assets or liabilities in active markets;

- Quoted prices for identical or similar assets or liabilities in inactive markets;

- Inputs other than quoted prices that are observable for the asset or liability;

- Inputs that are derived principally from or corroborated by observable market
data by correlation or other means.

If the asset or Lability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3  Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE E—FAIR VALUE MEASUREMENTS—Continued

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There have
been no changes in the methodologies used at January 31, 2020 and 2019.

Investment funds: The fair value of the Organization’s investment in the assets held at the Evangelical
Lutheran Church in America Fund Pooled Trust (ELCAFPT) is based on a percentage interest of those
assets’ fair value as represented by ELCAFPT’s management. The net asset value (NAV) is used as a
practical expedient to estimate fair value. This practical expedient would not be used if it is determined to
be probable that the fund will sell the investment for an amount different from the reported net asset
value. Participant transactions (purchase and sales) may occur daily. These assets have not been
classified in the fair value hierarchy.

The method described above may produce a fair value calculation that may not be indicative of net realizable
value or reflective of future fair values. Furthermore, while the Organization believes its valuation method is
appropriate and consistent with other market participants, the use of different methodologies or assumptions to
determine the fair value of certain financial instruments could result in a different fair value measurement at

the reporting date.

Investments Measured Using the Net Asset Value per Share Practical Expedient
The following table summarizes investments measured at fair value based on NAV per share as of January 31,

2020 and 2019, respectively:

Fair Unfunded  Redemption Frequency Redemption
January 31, 2020 Value Commitments (if currently eligible) Notice Period
Investment fund
ELCAFPT $ 1,334,372 N/A Daily N/A
Fair Unfunded  Redemption Frequency Redemption
January 31, 2019 Value Commitments (if currently eligible) Notice Period
Investment fund
ELCAFPT $ 1,274,299 N/A Daily N/A

14



Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE F—NET ASSETS

Net assets without donor restrictions as of January 31, 2020 and 2019 are comprised of the following:

2020 2019
Undesignated $ 29,577 $ 73,800
Board-designated
For general endowment 1,312,020 1,251,947
For new staff development position 84,378 98,922
For cabins 118,864 -
For capital improvement 26,879 19,657
For reserve 12,000 -
Invested in property and equipment, net of related debt 227,681 216,938
Total board designated net assets without donor restrictions 1,781,822 1,587,464
Total net assets without donor restrictions $1,811,399 $1,661,264

Net assets with donor restrictions as of January 31, 2020 and 2019 are comprised of the following:

2020 2019
Specific purpose
Bridge Builders Grant $ 6,005 $ 4,787
Master site planning 6,656 6,656
Scholarships (spendable) 37,046 40,185
Scholarships (nonspendable) 21,561 21,561
Total net assets with donor restrictions $ 71,268 $ 73,189

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purpose or by
the occurrence of the passage of time or other events specified by the donors as follows for the years ended
January 31, 2020 and 2019:

2020 2019
Purpose restriction accomplished
Bridge Builders Grant $ 4,787 $ 3,187
Master site planning - 7,213
Scholarships 40,184 39,231
Net assets released from donor restrictions $ 44971 $ 49,631
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE G—ENDOWMENT ASSETS

Background

During November 2015, the Board of Directors approved its intention to maintain the proceeds from the
Michi-Lu-Ca campground until the development of a strategic plan, master site plan, and bylaws governing the
disbursement of the principal. The investments in the form of a board designated endowment are held at the
Evangelical Lutheran Church in America Fund Pooled Trust. The Organization’s balance in the Trust is
almost entirely comprised of these proceeds.

Composition of Endowments

The value endowment net assets as of January 31, 2020 and 2019 was $1,312,020 and $1,251,947,
respectively and was comprised entirely of board designated funds. Accordingly, the net assets related to these
endowments are classified as net assets without donor restrictions.

The following schedule summarizes the changes in endowment net assets for the years ended January 31, 2020
and 2019:

2020 2019
Without Donor Without Donor
Restrictions Restrictions
Revenues
Organization contributions $ 4,500 $ 6,000
Investment income (loss), net 147,573 (71,257)
152,073 (65,257)
Expenses
Distributions per spending policy 92,000 78,922
Change in endowment net assets 60,073 (144,179)
Endowment net assets, beginning of year 1,251,947 1,396,126
Endowment net assets, end of year $ 1,312,020 $ 1,251,947

Investment Return Objectives, Risk Parameters and Strategies

The Organization has not adopted a formal investment policy. It follows the investment goals and objectives
of the Evangelical Lutheran Church in America Pooled Trust which holds all of the Organization’s board
designated endowment.

Spending Policies

The Organization has not adopted a formal spending policy. However, it is the Organization’s intent to only
use earnings on these investments and not any principal until a formal spending policy is adopted.
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Living Water Ministries, A Shared Ministry
of the Lower Michigan Synods of the ELCA
NOTES TO FINANCIAL STATEMENTS
January 31, 2020 and 2019

NOTE H—RETIREMENT PLAN

The Organization maintains a defined contribution retirement plan, covering substantially all full-time
employees. The Organization contributes a discretionary amount determined by the Board of Directors which
is 10 percent of eligible wages. Employees are permitted to contribute to the plan. Expense for the year ended
January 31, 2020 and 2019 was $13,488 and $13,080, respectively.

NOTE I—UPCOMING ACCOUNTING PRONOUNCEMENTS

ASU 2018-08—Not-for-Profit Entities (Topic 958) Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made was issues by the FASB in June 2018. This standard will
clarify and improve the scope and accounting guidance for contributions received and contributions made.
The amendments in this update should assist organizations in (1) evaluating whether transactions should be
accounted for as contributions (nonreciprocal transactions) within the scope of Topic 958, Not-for Profit
Entities, or as exchange (reciprocal) transactions subject to other guidance and (2) determining whether a
contribution is conditional. For nonpublic entities, this standard is effective for fiscal years beginning after
December 15, 2019.

ASU 2016-02—Leases (Topic 842) was issued by the FASB in February 2016. The standard will increase
transparency and comparability among organizations by recognizing lease assets and lease liabilities on the
Statements of Financial Position and disclosing key information about leasing arrangements. The main
difference between previous GAAP and Topic 842 is the recognition of lease assets and lease liabilities by
lessees for those leases classified as operating leases under previous GAAP. For nonpublic entities, this
standard is effective for fiscal years beginning after December 15, 2021.

NOTE J—SUBSEQUENT EVENTS

The COVID-19 pandemic that the world is experiencing is unprecedented. It is nearly impossible to fully
understand the impact that it will have on the economy and on the Organization’s operations. As of July 1,
2020, the Organization is in the process of implementing risk mitigation tactics including all aspects of the
Organization’s business transactions with customers, vendors and human interaction within and outside of the
Organization. The Organization has canceled all summer 2020 events.

The current economic uncertainty caused by the COVID-19 pandemic has resulted in significant unrealized
investment losses. As of July 1, 2020, the fair market value of the Organization’s investments has declined by
approximately 7 percent since year-end.

On April 24, 2020, the Organization obtained a Paycheck Protection Program (PPP) loan under the
Coronavirus Aid, Relief, and Economic Securities (CARES) Act for $41,300. This loan is intended to help
fund payroll and other costs such as mortgage interest, rent, and utilities and is potentially forgivable if certain
requirements are met. After a six month deferment, any portion that is not forgiven must be repaid over the
following eighteen months with an interest rate of 1 percent.

17



