
Minnesota Annual Conference of the United Methodist Church  

Audit Committee 

 Minutes for May 21, 2018 

 

 
Greg Johnson called the meeting to order at 2:55 p.m.. Members present were John Heitkamp, Greg Johnson, 

Scott Loveless and Keith Peterson. Staff members present were Barb Brower and Kathleen Keller.  Baker Tilly 

representatives present were Ryan Engelstad, Partner, and David Freund, Senior Manager. 

 

The minutes of the November 2, 2017, meeting were reviewed and approved. 

 

Kathleen Keller presented highlights of the Controller Report. 

 

Ryan Engelstad and David Freund presented the 2017 Audit Recap.  Baker Tilly’s opinion is that the financial 

statements fairly represent the consolidated financial position of the Conference, all appropriate disclosures 

have been properly reflected, and they agree with management’s judgements related to accounting estimates. 

One significant control deficiency remains, which is the segregation of duties.  With current staffing levels, this 

issue will not resolve.  

 

Ryan Engelstad explained the need for a restatement of 2016 pension and health fund net assets from temporary 

restricted net assets to unrestricted net assets citing that they were not donor restricted funds.  Committee 

members noted that these net assets had been classified as temporary for a number of years and not previously 

called to the Conference’s attention by Baker Tilly.   Ryan explained that Baker Tilly has been undertaking 

more detailed review in light of the new ASU 2016-14 Presentation of Financial Statement for Not-for-Profit 

Entities to be implemented for 2018.  Committee members also questioned why the restatement is classified as a 

control deficiency.   Baker Tilly explained that this is required by the AICPA for this type of material 

restatement. 

 

An additional issue raised during peer review was introduced by Ryan Englstadt.  Questions had been raised 

about the Closed Churches from the Trust Clause being classified as temporarily restricted net assets.  Kathleen 

noted the need to thoroughly review all of the items in the net asset footnote as well as the endowment footnote.   

She questioned the calculation of the Closed Churches from Trust Clause that has been historically used and 

stated it is probable that some of the temporarily restricted assets need adjustment.  However, this review will 

take considerable time, and she does not think that the net asset footnote will materially affect users of the 2017 

audit.  Kathleen plans to undertake the review of net assets during the summer of 2018 prior to the next audit 

committee meeting.  The Committee decided to write a memo to Baker Tilly explaining why, in their opinion, 

Closed Churches from the Trust Clause are temporarily restricted net assets per the book of discipline.  Ryan 

indicated he thought this would address the concerns of peer reviewers and the audit report could be issued. 

 

New Pronouncements to be implemented in 2019 and 2020 were discussed, which include ASU 2014-09 

Revenue from Contracts with Customers and ASU 2016-02 Leases.  Scott requested that staff look into whether 

the conference has the following, which could be classified as leases:  1) easements on camping property or 

trust clause property, and 2) leases used as a mechanism for paying for items in the operating budget, 

particularly at the camps.  Greg suggested developing a brief memo on revenue recognition.  Greg also 

suggested (and Baker Tilly supported) raising the materiality of capitalized assets to $5,000 when reviewing the 

fixed asset policy. 

 

The chair thanked all present for their role in the audit process. The Committee will meet in September at the 

call of the chair.  

 

Meeting adjourned at 4:30 pm.  



 

Respectfully submitted,    

Kathleen Keller 


