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INTRODUCTION

Members of the Christian Church (Disciples of Christ) entrust to their congregations
millions of dollars each yeafrhe stewardship or similar departments of those
congregations are ultimately responsible for the funds. But théoedgy maagement

of those dollar$ thecounting, the recorteeping, the banking and the distributiors

t he | ob osftreasuarand éinancial selorétary. The task is a tremendous one.

Other positions of leadership may be more visible. Yet, few require the hours of work
or the scrupulous attention to detail. If other avenues of service provide greater
recognition, the treasureaw find satisfaction in the knowledge that his or her work is

a primary opportunity for Christian stewardship and vital to the ongoing life of the
congregation.

Stewardship is expressed through financial leaders in the congregation. By the stroke of

the en, mission work becomes a reality. Local ministrs ar e carrised out .

livelihood is ensured. Obligations are met. As the treasurer is accountable, he or she
becomes a mirror through which the congregation isea§ in its faithfulness andy
which its integrity is mirrored to the world.

A. Purpose of the Handbook

The purpose of this handbook is to help make the financial |&ddsks easier by

providing specific, practical guidelinesféore peopl e who smameyd | e t he
It is a wseful resource for the pastor, the stewardship committee, the personnel

committee, ministerisdearch committeer anyone in the congregation who, for

whatever reason, is involved in the financial or empleagtated life of the

congregation.

The authorsepresenChurch Extensiorthe Pension FundChristian Church
Foundatiorand OGMP Treasury ServiceBhe information presented here is based on
their experiences with church treasurers and other financial leaders across the years.

We have tried to antigate your questions. To help us do that, we have shared the
initial manuscript with a number of other persons prior to publication. That group,
composed of pastors, regional staff persons andifeahurch treasurers, gave us

valuable feedback and swegiions. We are indebted to them for their participation in
this process.

Despite our best efforts, youmayleav qu e st i ons t taastwer.tiftha b ook
is the case, do not hesitate to writdedephone thénancialministriesi Church
Extension(800-274-1883 toll free)the Pension Fund gfccl@pension.disciples.ooy
866-495-7322 toll free) Christian Church Foundatiqtullumb@ccf.disciples.orgr
8006688016 toll free)or OGMP Treasury Servic€317-635-3100 ext. 2453)Our

staff membersvill be pleased to talk with you and to help in any way we can to make

do

:
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your job easier.

We appreciate your willingness to serve the church in this impgortgracity
and commend you for the special ministry you have undertaken.

B. Financial Best Practices for Congregations

Accountability and Transparency

In anera with laser levels and infied plumb lines, even do-yourself home renovations
achieve newvevels of accuracy and dependability. With laptop computers, online giving
and increased scrutiny by government and people in the pews, church finances have
moved to a new stage. Front and center are issues of payroll taxes, security of electronic
giving and increasing healthcare costs.

For servants who function as treasurers and financial offiterplumb line exacts
accuracy, knowledge of rapidly changing laws and the ability to communicate effectively
with donors. Sophisticated investors demanmkrtow how financial contributions are
leveraged to maximize mission. A visible return on investment equadesoidd that

emul ates Godds dream for justice and righteo

Competent financial servants need to impmeftrbest practices to keep IR&miners at

bay, insure solvency and inform parishioners of what God is doing through the use of

their giftsi a balancing act to be sure! Even more important, the ministry of money
serves as an extension of a cioamgglmengtayt i on o s
must engender trust.

Best practices provide benchmarks against which faith communities may hold the plumb
line for accountability and transparency. Disciples general financial ministries offer the
following standards as core practitestrengthen your ministry of money.

1. Implement and sign conflict of interest and ethics policies

a. Develop a statement of ethics, describing the type of behavior expected of
church officers, secretary, ministry team and board with regard to hawodling
church asets. (See sample, page.76

b. Implement a conflicbf-interest policy designed to preclude private
inurement and inappropriate transactions between servants and their
businesses or companies in which they hold a financiaksite (See sample
page 69.

c. Sign conflict of interest and ethics statements annually.

2. Develop Charters for Teams, Committees, Task Groups
a. Write desired outcomes for working groups
b. Provide a clear statement of purpose and-timeefor the groups work
c. Establish to whom #agroup reports and reporting requirements

S



3. Establish a Finance Committee

a. The Finance Committee works closely with the Treasurer to monitor receipts,
commitments and expenses. The Finance Committee insures the budget is
properly implemented and makes dg@ns when emergency or unexpected
situations arisén accordance with church #gws or constitution

b. The Finance Committee reviews monthly financial reports and statements.

c. The Finance Committee interprets spending (in terms of mission) to the
congregatn.

d. The Finance Gmmittee manages banking relations and recommends
signature authorizations and expense limitations to the board.

e. The Finance Committee facilitates transitions of Treasurers and other
financial officers to insure consistency in practicesiges and procedures.

f. The Finance Committealaises the pastor, board, planning/visioning teams
and others.

4. Develop Job Descriptions for Treasury and Financial Officers
a. State duties, responsibilities and skills required to function successfully.
b. Provideterm limits.
c. Indicate what body or individual will provide oversight.

5. Establish an Audit Committee

a. The Audit Committee insures third party review of the financials and proper
internal. This may be done by hiring an independent auditor or conducting an
internal audit.

b. The Audit Committee receives reports of any suspected wrongdoing or
violations of financial policies.

c. Members of the Audit Committee may be roembers or volunteers from
the community who have financial expertise.

d. The Audit Committee shouldocument its meetings and its processes of
reviewing internal controls.

e. The annual audit reposhould be madavailable for members to review.

f.  The Audit Committee ®es with the auditor to discuss financials and internal
control. A portion of the meieig should be without staff or Treasurer present.

6. General

a. Have two signers on checks

b. Be sure someone other than the Treasurer receives, opens and reviews the
bank statement.

c. Make certain that payroll withholdings are properly deposited and filed timely
with IRS and other government agencies.

d. File IRS Form1099 foranynofe mpl oyee receiving $600 or
forget to request tax identification numbers prior to making payments.

e. Always have at least twadividuals who counbfferings. Use preprinted
tally sheets that require signatures.



f. Deposit offerings in the bank immediately; do not take them home or leave
them in the church office.

g. Verify deposit slips with bank statements.

h. Provide receipts/contribution statements to all donors.

i. Secure financial mrds, software baekps and sensitive data to prevent loss
due to theft, fire or natural disaster.

C. Roles ofGeneral Financial Ministries

As a financial leader in the congregation, you will probably have reason to communicate,
at some point, with onef these financial units. You will be helped by understanding who
each one is and what it does.

OGMP-Treasury Services(formerly church Finance Council) OGMP-Treasury
Servicesadministers a carefully designed system to receive, record, acknowledge and
distribute Disciples Mission FundWeek of Compassion and Reconciliatgifis that
support the many outreach ministries of the Christian Church (Disciples of Christ).
OGMP-Treasury Services also provides accounting services for various ministries.

Part oft h e t rsecapsnsibilieyrvidb be t o remi tsoyteeachmoeso ngr egat
to OGMRTreasury Services nder t he ¢ o ngautkogzation. dhe a | boar do
outreach ministries of the chur¢tDisciples Mission FundWeek of @mpassion and

Reconciligion d will be discussed further in Chapter IV.

Church Extension: Church Extension is the ministof our church that since 1883 has
helped congregations in the planning aindricing of church facilitie<Church Extension
staff helps regions and congréigas plan for the building or renovation of facilities,
evaluate sites, direct capifaind campaigns and provide loans. Loans from Church
Extension are funded by investments placed with the board by members and
organizations of th€hristian Church. Inddition, Church Extension algarovides
oversight to New Church Ministries.

Pension Fund:The Pension Fund of the Christian Church (Disciples of Christ) was
founded in 1895 to provide relief funds to ministers and their families with inadequate
incomes. bday, through congregational participation, it provides benefits through
contractual pensions. At the same time, it continues to make supplemental gifts to those
ministers and their spouses whose salaries were low or whose congregations did not
participatein the Pension Fund.

The Pension Fund also administarsealthcare insurance program for church
employees as well as a churchwide accident insurance program.

Christian Church Foundation: The Christian Church Foundation helps members of the
Christian Qwurch (Disciples of Christ) support the ministries of the whole church through
planned gifts and permanent funds. Founded in 1961, it encourages and solicits planned
gifts, including trusts: annuities, bequests, outright gifts and deferred gift annliitees.



CCF also manages the permanent endowments that those gifts establish &udedistri
dollars for congregationsegions,ministries andnstitutions of the church based upon
the expressed desires of the donors. The CCF also serves as an investtraghténus
for Disciples congregations, regions and other church entities. Through the Joint
Investment Trust, participating entities of the church may invest funds with the CCF.
Funds are managed by professional investment managers based upon guidelines
developed by the CCF Board and set within the corpoestponsibility guidelines of the
church.



CHAPTER 1: CONGREGATIONAL FINANCIAL MATTERS

In this chapter, we turn our attention to the practical;tdeday business of handling the
congr e g a tcesoNedvil look at suahrthings as budgeting, capital campaigns,
borrowing money, audits, bonding and reckegping.

We wi | | not deal with the congregationds ann
Resources for stewardship themes and annual prograragaglable fran theO GMP 6 s

Center for Faith and Giving (contact Todd Adamaslams@ogmp.disciples.oog 317#

7132414).

A. Budgeting

The key ingredient to budgeting is common sens&he budget is the fin@ml aspect of
implementing the goals for your congregation. It is one of the critical steps in making
dreams a reality.

Basic Information

Does My Congregation Need a BudgetZan you imagine spending $1,000,000
without a plan? $200,000? $25,000? Caniyoagine spending the money that the
members of your congregation give without some pl@ahcourse not! Every
congregation needs a plan for using its incéraebudget. In essence, a budget is a
spending plan.

It is true that churches often get alongyears with a system of congregational finance

based on the principle of, AJust spend what
manage to meet them when they come. 0 The f al
mission and ministry of the chth on a minimal and emergency basis. It also can

encourage the development of poor stewardship practices among members who learn

only to respond to emergency needs rather than to grow consistently in annual and long

term commitment. The congregation neadsudget because it needs a planned program

for mission and ministry.

The Budget as an Issue of FaithWhen Jesus said, AWhere you
your heart be also, 0 he probably wasndét t
Chr i s ts@re justas truek for the congregation as for any individual.

rn
hin

The annual budget of a congregation is a statement of faith. In a very real sense, the

current budget is the most eloquent pronouncement any church makes. It says to the
congregation, totheocmmuni ty and to the world, AThis 1is
here is the evidence of our faith. o Does a ¢
the world? The mission and outreach items in the budget will give us the real answer.

Does a congugation believe that education, worship, and evangelism are primary

functions? Look at the program budget, and you can tell very quickly.
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Planning the annual budget is a major responsibility.vMergreal sense, it reflects the
faith and commitment of @ngregation. The budget, or spending plan, of the
congregation should be one way of i mpl ement.

Three Phase®f the Budgeting Process

Preparing, managing and adjusting are the three phases of the budgeting process

Phase Onéd Preparing the Budget

The budget i s a spending plan for Iliving out
when the congregation has established a plan for ministry and mission. But even a

congregation that has not created a plan lage some areas of particular interest.

Perhaps they are to increase worship service or add custodial staff.

Funding the mission and ministry plans of a congregation moves it from promotion and
interpretation to practice.

The budgeting process can pmia discipline that allows the congregation to identify
and fund its priorities.

In identifying prioritiesthe congregation may:

Examine the available alternatives for its mission and minikstitjre
congregation called to work with elderly persormjiyg families, refugees? A
congregation may never have taken the time to examimadhgoptions for ministry
open to it.

Reinforce past prioritieOne congregation decided seven years ago to increase
giving to Disciples Mission Fund by one percenitefoudget each year until it reaches
30 percent. The congregation chooses to continue to do so. Another congregation has a
very effective youth program and wants to see it continue and grow.

Revise past prioritiesA congregation built in a new subuiibds itself overrun
with children. It had planned for a limited ministry in this area. Now it begins to examine
the needs of children and to plan creative programs to address those needs.

Establish new prioritiesA congregation begins to focus on deepagrits spiritual
life, or on opening its doors to homeless persons, or establishing an adult literacy class.

Eliminating old priorities A congr egati on has sponsored
program for 30 years. The neighborhood has few children fiba/congregation decides
to drop the after school program.

'Thisection is adapted from the University of Notre Dar
Dr. Ken Milani.



The effectiveness of the budget will be partially determined by the clarity of the
congregationds vision and the support its pl
plan to become realityt must be funded. In order to be funded, it must be expressed in

priorities. Likewisejf what receives funding is not really a priority of the congregation,

the financial tail will end up wagging the dog.

The financial tasks in preparing the budgettarestimate income, allocate anticipated
resources, and to ensure that income and allocations balance.

Estimating Income

There are many streams of giving which enable members to financially contribute to the

life and witness of a congregation. The regoalfferings of members continue to be the

primary source of income for most congregations. There are several ways to estimate this

income. One of the most effective is to conduct an annual stewardship emphasis in which
members make Apl gdye N, g foes thif maitaenxc i @afl ¢ o mmi

Some stewardship enlistment (pledge) programs, such as Consecration Day, do not allow
the budget to be presented to the congregation until after all pledges are received. Other
programs use the budget as a part optbedging program, which must then be adjusted

to match the actual pledged amount.

Anot her method of estimating income is to | o
forecast growth or decline based on membership growth or decline, economic factors in

the conmunity, inflation, etc. While this method has some base in reality, it is often

subject to failure from overly optimistic or pessimistic calculations.

Another method is to estimate the giving potential of your congregation. For example, if
yourcongregaton i s in a community where the averag
year and your membership is typical of your community, you could project an income of

$60,000 if all 50 giving units in the congregation gave three percent of their income. If

they gaveile percent, the income would be $100,000. If the entire membership tithed

(10 percent), the income would be $200,000.

The giving potential of a congregation is just that, gipotential It cannot be assumed

that a congregation will realize its potexttin actual giving. In addition, no congregation

has a membership all of whose income reflect the average family income of the
community. Giving potential can be a good measure of what a congregation could do, but
it should not be used to estimate whabagregatiorwill do.

I n addition to membersé6é offerings, other sou
estimating the income. Does the congregation receive income from interest or dividends?
Fees charged? Special contributions? Sale of assets? 3pediadising activities?



Allocating Anticipated Resources

The budget must deal with the financial demands that arise in the whole program of a

church; therefore, all functional departments/committees are involved in planning the

budget.Each program a&a of the congregation that receives budget funds needs to

prepare its askings. In a small membership congregation, committees or departments may

or may not exist. Personse sponsi bl e for the different are:
may be responsible fplanning the budget.

Just as the congregation needs to prioritize
Each department or area should figure the amount needed to carry out its goals and

priorities, and these should be submitted to the bodygedawith developing this aspect

of the budget.

If the congregation has clear priorities and goals, and if each department or area in the
congregation has estimated the cost of doing its work well, the allocations process will be

much simpler. Prioritizig means that some thingsll be donéd It alsomaymean that

ot her things wondét. Very few congregations <c
year. Every budget request cannot be funded. The presence of clear priorities and goals

will establish theunding allocations. High priorities are funded, suorities are not.

The goals and priorities must be the goals of the entire congregation. They must not be
the goals of only a limited group! All functional departments should be involved as the
budgetis finalized.

Phase Twoi Budget Management

No one has ever created a budget that perfectly matched the actual income and
expenditures in a given year. A good budget may come close, but thaleays
discrepancies. These discrepancies create thefneed t he fAcompareo phase

The difference between the actual figures and the budgeted figures is called a variance. If
actual income is higher than the budget, or actual expenses are lower than the budget, a
favorable variance is created. ttaal income is lower than the budget or actual expenses
are higher than the budget, the result is an unfavorable variance.

The terms favorable or unfavorable variance redatg to the budget. They do not
necessarily reflect a favorable or unfavoralitieagion for the congregation. For example,
the July financial statement of a congregation shows a favorable variable of $500 for
utilities. The actual utilities cost $500 less than the budget estimated. However, if the
reason for the favorable variancehat on the first Sunday of July the air conditioning
unit for the sanctuary went out and has not been repaired and consequently the utility
bills have been much lower than expected, the variance does not reflect a favorable
situation for the congregation



Or , | et 6s say that a congregation shows an
Education Department. Is that bad news? Not if Vacation Bible School had a record
attendance, and the $150 was spent on additional curriculum, arts and crafés suppl
refreshments. That is, in fact, a favorable situation for the congregation.

A variance is never a problem or a blessing per se. It is only a sign, a signal pointing to
something else that must be examined. By regularly comparing the actual fagtires
budget figures, a congregation can identify a potential problem and take advantage of
potential good news as soon as possible. It is better stewardship than waiting for a
catastrophe or allowing an opportunity to pass by unnoticed.

Phase Threeé' Budget Adjustment

In a congregation that has not monitored the budget and actual expense, this phase is
someti mes called budget fAdespair.o It need
solution about when action should be taken or what type of actieguged.

The most important action in repairing the budget is to understand the nature and cause of
the variance. We need to akWH Y ?f érends are understood and recognized, than
preventative action can be taken to avoid a real financial crisis.

Types of Budgets

The Line-ltem Budget

When most of us think of a budget, we picture a-liam budget. It lists by the dollars to
be spent on each iteirsalaries, utilities, outreach, Christian education, evangelism,
stewardship, etc. Each line is caréfiisted, costs estimated and the amounts budgeted.

The lineitem budget is the basic budget. Even if other budgeting techniques are used, the
congregation will eventually need to develop a-iteen budget to show the dollar
amount available to each areThis type of budget is essential or accounting purposes.

The Narrative Budget

Communicating the budget can become essential in helping congregations understand

what their offerings accomplish. The budget can be an interpretive tool for the ministry

ard mission of the congregation.

Your congregationéb6és budget is a story that
beyond. Unfortunately, the story is often difficult for people to see when the budget is
presented only within the format found in aninuggoorts and linetem budgets. Many

persons find those financial &aents to be a maze of figumasher than an expression

of ministry.

1C



Narrative budgets effectively represent the witness of your congregation by providing a
clearer picture ofthemssi on and ministry realized through
an invaluable educational tool.

For example, the lingem budget for your congregation may show very litiledingfor

worship. But is thaaccurate? A narrative budget takes all thescfustall aspects of

anything related to worship and shows the real amount of money directed toward
worship. The percentage of the ministeros ti
of worship, the cost of utilities for worship, the cost of pdpekvorshipbulletins, music

for the choir and custodial tinage all a part of the real cost for Christian worship in a

congregation.

The narrative budget often results in an increase in giving. People know how their money
is being usedb help othersThey want to be a part of the vision of mission the
congregation has set.

When members of your congregation see that their budget addresses real needs in the
lives of people, and that their involvement and contributions are of significant value in
supportng such mission, they are more likely to be generous in their giving.

The Zero-Based Budget

The zerebased budget is a budgeting process that asks every department in the church to
start from scratch in its budtitpbdusedaspuest s. F
basis for analyzingtheneedsfo t he next vy -&asaeddbwgetngdagdates Zer o
that every item is justified, not simply rep

This process for budgeting keeps a department from doing theosdtiéngs and using

the congregationds money in the same ol d way
department wants to carefully examine its program and expenditure. However, zero

based budgeting is extremely difficult for a congregation to do'pfbeess of seeking

information is a timeconsuming step. It is much easier to simply rely on information

available from the previous budget. Zdrased budgeting is a helpful tool, but is not

necessary in all congregations or departments, nor is it negessay year.

The CashFlow Budget

Thelinei t em budget is based on a fi sicare year. T
and expenses will match. However, in the-ttagay operations of a congregation,
income and expenses seldom match on a moh#dis.

A cashflow budget is a way of projecting income and expenses month by month. It can
also be used to discover if, when and where a cash shortage might exist in the coming
year. Income and expenses are projected beginning with the first montkligdioe
balance from the previous year) and the projected balances are then carried forward to
each new month. An effective caBbw budget requires information from all areas of the

11



church. Dates of past expenditures may give some guidelines, bujallaxgenses
mortgage, insurance, special programniirgipould be confirmed.

For example, if a congregationds offerings d
large expenses will occur, a cash shortage is likely. By projecting dloashudget, tle

shortage becomes obvious months in advance, andrigeeg@ation can take action. The

churchmight make arrangements to change the dtteecexpense payments, omtght

escrow funds from the previousarego meet the expenses, omight make arrargments

for a shoriterm loan.

The Stewardship Departmentds Budget

The budget requests for the stewardship department should be treated like that of all areas

of the congregation. The budget requests will be based on the program the department

chooses tearry out. A thregyear planning cycle, not set in stone, but thought through

wi || make the process of creating the stewar

Some items may be included iagrinadermeralst ewar dshi
administraion portion of the budget. Such items include offering envelopes, bonding of

financial officers and the annual audit expense. It is, however, the responsibility of the
stewardship department to make sure that those budget items appear somewhere, and that

the amounts listed are adequate to do the job.

Two maj or categories should appear in the st
the annual stewardshanlistment program (pledge program). All costs for the program

should be included heiestewardstp theme material, dinners, training events, speakers,

basic program guides.

The second area of the stewardship budget is stewardship education. If it is not budgeted,
stewardship education will havevary difficult time being implemented. The program

should determine the budget. What would you like to see hajppéencation with

children? Youth? Adult? Special retreats? Vi
preachers? Let the budget be a witness to what you would like to see happen in

stewardship.

B. Principles and Procedures for Handling Money

As church members make offerings to God through the congregation, they entrust those

offerings to their leaders. From the moment an offering is made until it is spent for its

intended purposes, the leadersh&f congregation are responsible for what represents a
portion of the membersdéd | ives and | ivelihood
this stewardship adequately requires use of good systems and careful selection of

individuals to do particulaiasks. The ushers, counters, financial secretary and treasurer

must be part of a system that upholds the me
protect the churchdés funds from misuse or mi

12



Principles

Four basic principles aimperativefor every congregation in the handling of its money:

1. Offerings should never remain unattended in the chancel, church
office or elsewhere.

2. Counting of money should always be done with two or more persons
presentwho are not related This isnot to suggest that any individuals
are not trustworthy, but to protect them from suspicion. It also provides a
double check on accuracy.

3. Persons who handle money should not be those who have
responsibility for keeping records.Separation of the functis is another
way to protect personnel as well as to support orderly procedures.

4. All money should be banked as soon as possib&hurch offices and
even church safes are vulnerable to thievery, and no person should be
expected to keep church fundshatme. Most banks provide facilities for
night and Sunday options.

Record Keeping

Some congregations have computerized their financial record keeping; others prefer to
maintain a system in which the records are kept manually. The following information
degribes basic procedures for either system.

The Counters: Two specifically selected individuals should count the money the day it

is received, each counting all funds as an accuracy check on the other. They should

record on a counting form the amount@bs$e offerings, all checks and the amount of

cash from envelopes. As envelopes are opened, the amounts enclosed should be recorded

on the outside for the finangecadforns Anyr et ar yos
time an envelope contains no moneyte amount is different from that indicated, a note

should be written to the financial secretary. One copy of the counting record should go to

the financial secretary with the opened, marked offering envelope, and the other should

be filed in the churcbffice. The counted funds should be deposited in the bank as soon

as possible, either by the counters or by the financial secretary.

The Financial Secretary:The f i nanci al secretary6s respons
record of the sources ofalloffa ngs and give proper credit to
accountThe financial secretary should be given

envelopes with amounts recorded thereon, a gixéegrd report, a note concerning any
irregularities and a duplate bankdeposit slip (if funds were banked by the counters). If
irregularities in contents of offering envelopes are discovered, donors should be contacted
within the week to eliminate later misunderstandings caused by conflicting records.

13



The importance of providing gift receipts tocontributors

At least quarterly, the financial secretary should prepare individual records for each

donor. Previously, the documentation needed to deduct cash contributions (including by

check and credit card) onanindivicdh | 6 s i ncome taxes depended o]
was less than $250. If under $250, recordkeeping was minimal; if $250 or more, the

taxpayer had to have a written acknowledgement from the charity that included certain
information.

All cash gifts, regatdss of amount, must be substantiated by a bank record or a written
communication stating the charityds name and
In addition, selcreated records (such as logbooks), which previously could be used to

document smébonations, will not be accepted.

Essentially, this new rule will probably encourage contributors to make most donations
by either check or credit card, as the cancelled check or statement will satisfy the
requirements.

Although the burden of proof #ill on the individual taxpayer to substantiate the
deductions they are claiming for gifts to charity on their tax return, charitable
organizations can take the initiative to be ready to provide receipts or acknowledgements
for every cash contribution rmoatter the size. A good practice for these organizations
would be to provide receipts or acknowledgements for every contribution rather than only
if a giver requests one.

The following paragraph should be included along with the reports.

A F e d e r lations regugews to state that we have not provided you with any
goods or services in exchange for this contribution. Please retain this document
for your records. It is an important document necessargigravailable federal
income tax deduction for this contribution.

We have provided you with only intangible religious benefits and, consistent
with the tenets of our faith and practice

As these are miaid, there is an opportunity for the stewardship department, board

chairperson or pastor to include a letter interpreting church program progress and
expressing appreciation for the memberés par
contributor is confimed, the letter should also:

¢ Include the number of the offering envelope(detnvelopes are usedsking
that any discrepancy between the record and the number on the envelope be
corrected,;

e Request each contributor to sign the envelope, at leasiefdirst several weeks,
toassistinensuringacccacy of the secretaryds records
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A summary report of receipts covering pledges, loose offerings and other funds should be
made at each regular meeting of the congrega

The Treasurer: The tregurer seldom sees the money in any form except the checks he

or she writes to meet the congregationbés obl
copies of all deposit slips and record all deposits and expenditures. Many expenditures
areroutneandmdye pai d by the treasurer on the autt
Ot her i1 tems wild/l need board approval before
determines which procedure is to be followed. In general, it is wise for the board to

authorize as mangxpenditures as possible for routine payment and charge them against

the respective budget accounts. These include salaries, pensions, debt obligations, utilities

and operating supplies if an invoice has been received. Much confusion can be avoided if

payment is made not on a statement but only upon receipt of an invoice.

Confidentiality d oes n6t mean secrecy. It does mean th
congregation who need to know something about the records of individual pledges should

have access tthém. The pledges and giving of individual members of the congregation
shouldneverbecome coffedour conversation.

Preserving Financial Records:Care should be taken to preserve the records of the
financial secretary, the treasurer(s) and the annual fandi period of at least five years.

A copy of the annual audit should be kept at some place other than the church (in case of
fire or other destruction), such as a safe deposit box at a local bank. All invoices,
vouchers and cancelled checks shouldiokided with the records for the respective year
and preserved in a safe, dry place. The chairperson of the stewardship committee, the
secretary of the board and the pastor shontthkwhere such records are keptase

they should be needed for latererefnce. Each year, the oldest set of records should be
destroyed under the direction of the stewardship chairperson.

Bonding Officers

Bonding of its officers is a precaution that the congregation should consider in its
corporate stewardship. Ineffebtondi ng buys i nsurance on the ¢
assures the congregation that finances are being handled correctly.

Some congregations are reluctant to bond persons handling finances, believing that the
church should not question the integrityaofy of its leaders. Unfortunately, irregularities

in the handling of church money occur often enough that a congregation cannot ignore
that possibility. If the officers are not bonded, the congregation should be ready to
safeguard both the money and the@iwduals who handle it. This should include an

annual audit.

In the secular world, persons who handle money are usually bonded. Bank employees,

treasurers of organizations and some accountants are bonded. Within the church, many
emgdoyees of OGMP TreasyiServicesthe Chrisan Church Foundatioihurch
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Extension, the Pension Fund and other organizations and units are bonded. Most
responsible persons who deal daily with financial matters would not work for an
organization that would not bond them.

Thereare a variety of bonding patterns. In some instances, the person is bonded; in others
the position is bonded so that a change of personnel does not require a new bonding
contract. There are also group bonds that cover all who handle money.

The cost of bnding will vary greatly, depending on the number of persons involved and

the amount of money handled. The best place to begin seeking information on bonding is

with your congregationd6s | ocal insurance age
beaddehs a rider to the congregationds current

Types of Financial Examination

Small congregations handle thousands of dollars annually, and many large congregations
process a greater volume of money than some thriving businesses. Finances of that
magntude demand careful and effective management, especially when entrusted to
volunteer treasurers, financial secretaries and other officers.

All financial records and reports should be examined annually, both for the protection of
the congregation and thosesponsible for handling its funds. Ideally, every congregation
should have an outside professional audit. It is the best way to ensure the accuracy of the
financial records and to protect the integrity of the persons who handle the funds.

Audits, Reviews and Compilations

The term Aaudito is often used to apply to a
records. Actually, an audit is one of three types of reports that an independent accountant
may issue to the congregation. A review is the setgpel and a compilation is the third.

Audits: An audit is the most comprehensive and expensive process. The two identifying
characteristics of an audit are: specific testing of records and a stated opinion by the
auditor or auditing firm. Specific tesgmmeans that specific items are tested and verified.
Transactions are followed from the beginning to end. If the congregation says that it has
$5,000 invested in a bank account, the auditors require a letter from the bank verifying
that amount. Specific @enditures are tested to make sure that the funds were used as
stated. Not all transactions are tested, but a thorough, representative sample is used.

The second aspect of an audit is the opinion of the auditor or auditing firm. The opinion
states that #nfinancial statements are presented in accordance with generally accepted
accounting principledn other words, the auditor risks his or her professional reputation
on the accuracy of the financial statement. If the audit is used as a basis for other
financial agreements (such as a loan) and the financial statement is in error and
jeopardizes the other financial institution, the auditing firm may be held legally
responsible.
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Reviews:A review is a process that examines the overall financial records tbteey

appear reasonable. A review does not include a detailed examination, as an audit does,
nor does the auditing firm offer an opinion. However, the accountants do issue a
statement that they are not aware of any material modifications that shon&tibeo

the financial statements. The cost of a review is about 40 to 50 percent less than an audit.

Compilations: A compilation includes no testing. It assesses the financial statement from
a bookkeeping point of view. The cost of a compilation is aBbuytercent less than that
of an audit.

Each procedure mentioned aleanay benhelpful to a congregation. A congregation
which has no historgf evaluating or examining its financial records may want to begin
with a compilation and move the next year t@@ew or an audit.

Benefits of an Outside Accounting Firm: An outside accountant supports the financial
integrity of the congregation and the persons responsible for handling the funds. In
addition, an outside accountant can provide expertise that obée ravailable in the
congregationAn accountant can advise the congregation and keep it abreast of trends
and changing situations in tax law and other legal areas. (This is particularly helpful for
congregations who also administer preschool or sppmarams.)

Accounting firms can also help the congregations establish or revise a financial
accounting system. Their services are usually available at an hourly rate and can be
independent from an audit, review or compilation.

When to do an Outside Audit Ideally, a congregation should have an outside audit
each year. If this is not possible, here are some guidelines for times when an outside audit
is especially needed.

1. When a treasurer or financial secretary is being replaced and records
are being turne over to his or her successor. The audit is a protection for
both individuals.

2. If, for any reason, the integrity of a person responsible for handling funds
is called into questiorThe audit is the only documentation for this
personds integrity.
3. Ifthei nt egrity of the congregationds fin.
guestion.
4, | f the congregationbés system of handl .
5. If a financial institution requires an audit before making a loan.

17



Choosing an Auditing Firm: Finding the right acamting firm may seem complicated.

It need not be. Call your state association for certified public accountants and ask for a

list of firms in your area that may have a specialty in-pafit, church, or fund auditing.

Once you have the names of a few Brrjou will need to interview them and receive

bids. All firms will ask to see the congrega
about the complexity of the congregationbds a

The cost of an audit will be determined largely by thempol e xi ty of the congr
finances, competency of personnel and by the accounting market in your area. If there is

a CPA in your congregation who works for an accounting firm, you might inquire about a

more favorable rate for the congregation. Alwggs estimates from several different

firms of certified public accountants.

In-House Audit: A larger congregation will probably employ the services of an outside
professional auditor. A small congregation may ask the stewardship department to select
an auwliting committee of competent laypeople to do the task.

The auditing committee should not include individuals who have been involved in
handling funds or keeping records, nor should members of their families be selected.

A good book on audits for ngorofit organizations would be most helpful.
Guidelines for an In-House Audit

If your books must be audited by a rpirofessional committee, here are some
guidelines’

1. Income
a. Check how money is received (Sunday offering, mail, office) and what
happens to ibefore it is deposited. Who handles, counts and deposits
it? Is a timely deposit made?
b. Compare the entries in the casteipts journal with deposit slips and
countersod reports.

c. Compare the financial secretaryés mo
report.

d. Check to see if designated monies were used for their intended
purposes.

e. Verify income from each regular contributor through a yezaat
statement. This will also serve as an inducement to meet pledges not
yet paid.

f. Send confirmation letters to verify bahklance.

g. Investigate nossufficient fund checks and other items charged back
by the bank.

h. Investigate any checks outstanding for more than 30 days.

2 Reprinted fromAccounting Systems for Churches, Financial Recording and Repohiinggburg
Publishing House, 1984, pp.55.
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i. Prove footings in the cagleceipts journal.

2. Expenditures

a. Prove footings in the cagtisbursements jourha

b. All checks listed in the castiisbursement journal should be made with
prenumbered checks. The number, date, amount, payee and accounts
should also be listed in the journal.

c. From the casldisbursements journal, trace the entries to the general
ledger br proper recording.

d. Determine who authorizes expenditures. Is there sound budget
control?

e. Examine payroll recordsias the treasurer complied with government
regulations about social security taxes, unemployment insurance,
wor ker 6s ¢ o mp e mmadtax withholdings amd otherc e ,
state and federal requirements?

f. Account for all checks used.

g. Check how expenditures are made. Who determines payment? Who
schedules Disciples outreach payments?

h. Reconcile the bank statement.

3. Petty-Cash Funds
Check for catrol of pettycash funds. Examine disbursement vouchers.

4. Debt Retirement
Debt balances to all lenders should be verified in writing. Examine loan
conditions and repayment schedules.

5. Insurance Policies
Check policies for limitsdoverage, premium, andapment terms) and
expiration dates.

6. Saving Certificates
Check amounts, interest and conditions of all saving accounts.

Having the auditing committee examine every entry in the records and every document

supporting those entries would involve a tremendoyeenditure of time. Such a

thorough examination is not feasible. The committee is primarily concerned about control

and accuracy. When internal control centers on one persatsktier problems is high.

More than one person should count the offerengs make the deposit. Records of

individual contributors should not be kept by the person who writes the checks. It is the
auditing committeebs responsibility to check
suggest corrections, if needed.

Instead of goinghrough every item in detail, the committee can check the accuracy of

financial records through tests and samples. To test the financial records means to
examine a part of or a sample of all the financial transactions to determine accuracy. By
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examining goart of the records, the committee can draw conclusions about the whole set.
Random and stratified samplings are some of the judgment devices used by professional
auditors.

In random samplinghe committee decides the size of its sample and teststitee en
population. For example, the committee may wish to examine 50 checks out of the 500
that were written, randomly selected. They could establish guidelines that check the
disbursement journal and check in detail all transactions in a random manner.

In stratified samplingthe material is divided into groups. A guideline for stratified
sampling might read: The committee will examine all expenditures of more than $150
and five percent of those less than $150 in the months of September and July.

When samfes detect numerous or serious errors, the committee will want to determine
the nature of the error and whether to increase its sample or use other procedures.

The auditing committee report to the church council should be complete, fair, and
confidential.(Suggested written format for such reports may be found in any auditing
textbook.) Errors in recording and reporting are not necessarily indicators of fraud. Many
church treasurers are untrained and give of their time only after much coercion. A kind
word and a helpful suggestion will go a long way in improving their skill. When properly
done, the annual audit signals to the congregation that their leadership takes its
stewardship responsibility seriously. The auditing report should be oral and written so
that a legal record is at hand in case of later examination.

C. Funding Major Capital Expenditures

That new building project or major renovation will likely take more money étunday

school classr Disciples Women group canraisen n e x t crgaenaacial.££ven ¢ e

the proceeds from the CYF Saturday afternoon car wash will not be enough. Whether it is
remodeling, construction, or relocation, mos
when the cost estimates airr?oe. fAiHow are we

Rarely is a congregation able to fund a major capital expenditure from its operational
income. Most churches simply can not afford to put away extra money in a building fund
or add a major monthly mortgage payment to the general fund. The ansagitah ¢
campaign.

Capital Campaigns

A capital campaign seeks gifts that axerandabove regular giving special gifts for a
special project. By receiving pledges for capital that are separate from general fund
expenses, a congregation can take adwpmnof the special type of giving received
through a capital campaign. You will not receive more than tokenanaabove gifts
unless you conduct a special effort to solicit them.
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Capital giving is unique and distinctly different from regular giving. &ample

individuals that contribute to the ggoing operational fund of the church typically do so

from their regular income. But gifts for capital are often made not only from regular

income but also from accumulated resoardeis not unusual for @r half of the money
received from a special campaign to come fro
projects generate special gifts.

When to Conduct the Capital Campaigns

Once the congregation recognizes the need for building improvements, constroicti
renovation, a proposal should be developed by a committee representative of the entire
congregation. The proposal needs to include: a description of the project with sketches or
plans; estimate of costs; rationale for the project; timeline; anahagplfinancing. Once

the proposal has been discussed and formerly approved, you are prepared to start a capital
campaign.

It is best to conduct the capital campaign during the opposite season of the year than
when the operational budget is being undetemi This highlights to contributors that
capital giving is, indeed, ov@ndabove regular giving. Therefore, for the congregation
that conducts its stewardship emphasis in the fall, the best time for a capital campaign is
the spring. Conversely, if yowongregation underwrites its budget in the spring, a fall
capital campaign is best.

If capital pledges are received at the same time as operational pledges, members are
tempted to simply divide their gift and the likely loser is the general fund. Cgeahti

and capital pledges may be received at the same time only if capital needs are relatively
small or there has been an established pattern of capital pledges for several years.

The Effect of a Capital Campaign on Operational Giving

Rarely does condtiag a capital campaign have a negative impact on operational giving.
In some cases operational giving the year following a capital campaign will be flat,
particularly if the congregation raises a significant amount for capital. However, many
congregationactually experience an increase. The increased participation and
investment in the congregation through a capital campaign often has a posititeriong
impact. Capital improvements enthusiastically supported by a congregation can
ultimately increase thentire level of giving to the church by providing better facilities,
more programs, and greater involvement. While a capital fund drive will not solve major
internal problems or revive the dead, it can be a major educational focus on stewardship
that will have positive longange results.

Campaign HowT os
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A capital campaign is a concentrated effort for a short period of time. Rooted in mission
and vision, a capital campaign marshals the resources of the congregation for personal
solicitation. It must bgin with a clear purpose. Donors want to be told what it is they are
being asked to support; they want guidelines illustrating what it is they are being asked to
consider. A range of gifts that illustrate the number of gifts needed at various levels will
allow the donor to see how his or her gift fits into the whole.

People give because they want to invest themselves in a tradywindle purpose.

Me mb er s mu sa projedh spiyituallyreéfovedmaking a contribution. A capital
campaign is merely ther@cess whereby we organize ourselves and commit to a shared
vision, a common goal.

Fundraising services are available to Disciples of Christ congregations from Church

Extension at a nominal fee. There are numerous commercial fund raising conpmatnies,

their fee is considerably approximately 10 times higherthartChur ch EXxt ensi on o0 ¢
The role of a fundaising consultant is not to solicit. It is to organize, encourage,

facilitate, provide an organized procedure, and maximize the effectiveness déeosun

Her e i s Ch u rcapital cempaign philasaphmy:d s

e The campaign is a spiritual act of the congregation, as well as a financial
responsibility. Thus, the campaign should be part of the prayer and devotional life
of each member.

e Maximum involvenent and education of the congregation is essential.
Involvement is the best way to increase ownership in the projégt pErcent of
t he ¢ on gpaeigpating neemhirship involved in the gangn process is
a worthy goal75 percent is recommended

e Members of the congregation are the leaders of the cami@hgnch Extension
consultants primarily provide advice, counsel, training, and materials.

e The campaign promotional period should be a high priority for a short period of
time.

e All members shold be given the opportunity to make a financial commitment.

e Twenty percent of the anticipated pledging units will need to contribute 50 to 60
percent of the goal. A special effort to encourage significant pledges is crucial.

¢ Pledges are best achievedrr a combination of personal and group contacts.

¢ Individuals should be challenged to make a gift based upon their ability and
commitment, not upon an average needed to achieve the goal.

¢ Youth should be encouraged to participate in the campaign prockss an
challenged to make a gift based upon their ability.
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¢ A committee appointed to monitor pledges and provide fellipvduring the
campaign pagut period is essential.

How Much Can We Raise?

The amount a congregation is able to raise from a capital egmeries according to

the nature of the project, financial resources of members, health ocbhgregation,

me mb aimdsrsianding and acceptance of the cadsst Disciples of Christ
congregations generally raise one to one anehatfeimes their anual operational

income in thregyear capital pledges. In some instances, such as construction of a new
sanctuary, congregations raise over two times their regular annual giving.

Handling Capital Campaign Money

It is critical that gifts to capital projézremain segrate from regular incom€hurch
Extension recommends that a different treasurer be appdot the capital funds. This
avoids extra work for the regular treasuaadmakes it clear that theapital

contributions are oveaindabove givingSeparate offering envelopes are also
recommended. This makes it easier to keep track of the capital offerings and clearly
separates them from other giving.

Reporting gifts should be done in two ways. First, regular updates shouldhgo to
congregationm d t h es bodrduepartm@the amount of pledges and cash reeeived
to-date. For a thregear pledge period, the cash received should be reported from the
beginning of the pledge period to date. Second, reports should be made to donors at least
guartely. All donors need to be kept informed of their giving. Some donors simply forget
to note what they have given. Some will fall behind without reminders.

Financial Capital Projects

fA congregationisnmo heal t hy unl ess iquded stateinemtthdite bt . 6 Th
suggests that a congregation should always seek to be in debt if it is to remain healthy.

However, the statement taken by itself is not only misleading, but frequently incorrect.

Debt and church vitality are not so much cause and effettyproduct of a state of

being. This is to say, taking on debt cannot bring about vitality. However, vital

congregations are frequently indebted.

A vital, growing congregation often requires larger and more usable space, more
adequate furnishings, aansportation equipment. Rather than waiting until funds have
been raised to cover the total cost of the capital project, a congregation may choose to
borrow funds and repay the loan over some extended time period.
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Even for major capital projects, it isggested that a congregation not borrow more than
can be repaid in 85-20 year period. The reasons for this suggestion are many. However,
there are three key reasons that should be considered:

1. Membership within a congregation changes significantly epproximatelyl5
years. It is more difficult to interest new members in underwriting a debt that the
congregation is already saddled with and older members move, die or simply
leave the congregation. Thus, a long term debt can become a difficult burden if
continued for significant periods of time.

2. Along-term debt can inhibit future capital projects. If a congregation is growing
or needs updated facilities, anexigtin d e bt r educ e scapahitg congr eg
for new debt, and therefore diminishes the sanpaelays the project. Either of
these situations can have substantial negative result.

3. The amount that payments can be reduced by extending the payout period
becomes insignificant beyoraf) years. Thus, while a congregation, in order to
have greatelborrowing capacity may choose to lengthen the amortizati@® to
years, beyond this time frame payments are reduced only nominally. Further,
beyond20 years, interest paid over the life of the loan greatly exceeds any benefit
from reduced payments.

A portionof any capital project should be underwritten from the outset. One suggestion is
that a congregation should not borrow more than 75% of the cost of the project. While
others may suggest that a higher percentage is acceptable, some equity interess is alway
desirable. Lenders typically limit financing to 75% of total costs, up to 90% depending
upon the nature of the project.

Funding the loan payments of a major capital project frequently requires a capital
campaign. A campaign is an important indicatorddender in itevaluation of the

Cc 0 n g r esahilityitoaepdy the loan, and more importantly the amount of loan for
which the congregation may qualify.

Usually, a congregation may borrow up to one andtai&times the amount of building
funds thattan be raised over a thrgear period and repay it f0-15years. In some
instances, such as construction of a new sanctuary, congregations may borrow up to two
times its fundaising results and secure a@har loan.

Approvals for projects and for bmwing should be received from the church governing
board and congregation. In some instapnapproval from an area or regional body may
also be required. Although a simple majority may be legally required, a congregation is
generally wise to delay borramg until a resounding majority is in favor of the action. A
favorable vote of at least 7S% of those attending a generally announced congregational
meeting is a good rule of thumb. Without such support, there is risk of divisiveness that
could undermine kb the project and the congregation.
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Debt service- payments of principal and interesishould be kept in balance with other
congregational activities. It is typically recommended that a congregation should not
allocate more than one third of its togging to debt service, the balance being divided
between local operations and outreach activities. Excessive debt can become burdensome
and rob resources from mission and ministry.

Sources of borrowing and available terms are two key factors to comgidarfinalizing
capital plans. Generally, lending sources fall into four categories: local lenders, bonding
firms, members and denominational bodies.

1. Local lenders can be good sources of funding. Being in the community, they may
know something about tremngregation and its members. Face to face discussions
are often helpful, and proximity makes this more convenient. Further, the
administrative details of applying, responding to questions and executing
documents are facilitated.

However, many banks and\sngs institutions do no fully understand the nature

of a congregation’s funding. Nor are they comfortable with debt service being
dependentipon charitable giving. Thus, unless the congregation has a substantial
track record, the local bank may not beited about working with the

congregation. In some instances, the institution may require individual members
to sign the congregation's note, thereby assuming personal responsibility for
repayment of the loan.

2. There are a number of bonding companies whp#tialize in church capital
funding. A bonding company establishes a contract with a congregation to
underwrite the funding of eapital project by issuing mortgage bonds, secured by
an indenture or mortgage on ttieurch property. The bonds are therdgol
members and friends of the congregationsfuecific rates and terms. Bonds not
sold in this manner are then offered to the public.

Frequently, the effective interest rate that a congregation pays will be higher than
rates available from local lendjnnstitutions. Further, the mortgage indenture

will place a lien on the first receipts of a congregation, meaning that funds are not
available for operational costs or mission until the monthly bond payment is paid.
Finally, although bonding companies agen to lending for periods longer than

ten to fifteen years, there are rarely prepayment privileges, except at specific
prescribed dates. Thus a congregation loses some of its flexibility to manage its
financial affairs in the interests of its ministry.

Ten factors to know when considering church bonds:

1) Bond repayment arrangements may be more restrictive than other forms of
financing.

2) Demand by bondholders for early redemption can pose financial difficulties.
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3) A congregation may find a decision to pagpor retire bonds early prohibited or
subject to penalties.

4) If a congregation needs additional borrowing for capital needs, securing further
fundsmay be more difficult.

5) The sale of church bonds by members can subject them and the congregation to
additional legal risk.

6) Decision making may be more difficult when a church has financed through the
sale ofbonds.

7) Bonds may limit a congregation's options in times of financial difficulties.

8) The actual cost of bond financing, particularly because of undergvdosts, is
generally greater than the stated rate of the bonds.

9) The timing of bond payments also danrease the cost of financing.
10)Bonding companies are not created equal.

For additional information conta@h ur ch Ext ensi on agGdideask f or
Church Bonds are Not for Everyone. 0

3. A number of denominations have lending bodies to assist congregations with
capital financingChurch Extension is the ministof the church which offers
loans to Disciples of Christ congregations for cagptajects. Loan rates are
typically at or below market rates. One of the advantages of borrowing from
Church Extensioiis the understandingGhurch Extensioconsultants have of the
financial dynamics of congregations. Loan commitmeanésbased upon the
corg r e g a abilitp to @pay instead of land and property values. Alsmdare
made to congregationsdcasionally Regions/Areas on behalf of a congregation)
and personal guarantees from individuals are not required. Current loan
information is availal® by contacting Church Extension.

Loan Terms

Terms of a loan are important factors in the evaluation of borrowing options. All interest
rates are not created equal. The actual cost of a simple interest ld®a ©f not the

same as &40% discounted notior like term. Thus, it is important to understand the
proposed loan terms and know the true cost of borrowing.

1. Interest rate: Of course, the lower the interest ratee better. However, when

comparing interest rates that are very similar, how inte&sesticulated may also
be an important factor. Is the loan based upon simple intenestning that
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interest is calculated only on the unpaid principal balance? Or, is the interest to be
discounted at the date of funding, which raises the effective rajed€s the

loan provide for interest to be paid for the full term regardless of when the loan is
repaid? One may find any of these options, depending upon the lender. The best
option, however, is a simple interest loan.

2. Repayment options:One should alwag/try to negotiate a loan with no
prepayment penalties. This allows the congregation to pay off the loan more
quickly than required. Coupled with simple interest, this option provides the best
way to minimize interest costs.

3. Payment frequency:For simple nterest loans, it is better to negotiate a monthly
payment. The reason is that as payments are made, the principal balance is
reduced. And, it is the principal balance on which interest is computed. If, for
example payments were made annually pitecipd would be reduced less
frequently, thereby leaving a higher balance for a least eleven months of the year
on which interest would be charged.

4. Fees:Many lenders charge either commitment or closing fees. Some charge both.
Such fees are designed to defragr initiation costs incurred by the lender.

5. Amortization: This term simply means the period of time over which the loan is
to be repaid. Although a shorter amortization requires higher payments, it will
also result in a significantly lowénterest cost wer the life of the loan. Better that
giving should go for ministry than interest.

6. Collateral: For large capital projects, virtually every lender will require
collateral. Most prefer a First Mortgage of Deed of Trust given by the title holder
of the churclproperty.

Debt, if used wisely, can be an effective tool for enabling a vital congregation to provide
guality facilities and equipment for ministry. It may even be an effective symbol of
growth and vitality. However, if used imprudently, debt can dirhipiogram and

outreach, and threaten the vitality of a congregation. Debt cannot bring vitality. The vital
congregation, however, has learned to use debt to its benefit, as it seeks to be faithful to
its calling.

D. Managing Accumulated and Permanent Fund

A question that often arises in a congregation relates to the management and investment
of its money. We have already touched on this subject in a previous section of this
chapter, as padf the discussion on financing capital campaigns. Here, weonbider

it in more detail and as a general topic not related specifically to capital expenditures.

A checking account at a bank is sufficient to handle the Wegekeek giving to the
operating budget. It sometimes pays to look into the possibility ahpakese funds
placed in a moneynarket savings account that can earn daily interetstete are several
banking institutions in a community, compare charges and interest rates, as they vary
widely.
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Congregational funds that are held longer (such asanal and permamg funds in

whi ¢ h o n lsgariingsare fo benuded) should be invested to earn more income
than most checking or savings accounts provide. The congregation will need to decide if
it wants fixed income on such investments or if @nis to achieve both income and

growth to the principal. It will then be in a position to choose between certificates of
deposit, for example, or balanced mutual funds.

As service to the church, the Church Extension and the Christian Church Foundation
offer investment opportunities for congregations in managemeaipdhl and permanent
funds. Church Extension offers fixeithcome investments that pay rates comparable to
those at commercial banks and savings institutions. Theeathffe is that investment

with CE are used to make loans to congregations and church organizations for new
church starts, capital repair, etc. That is, the investment is put to use for the church's
benefit.The Christian Church Foundation offers a series of investment oppasuniti

aimed at growing permanent and endowment funds to keep them infdifissted while

at the same time providing dollars to be spent for ministry. Through the Joint Investment
Trust, several opportunities exist, each with stated investment goals aciivebjeThe
individual investment opportunities available through the Trust are invested in a mixture
of stocks and bonds (domestic and foreign), professionally managed based on guidelines
established by the CCF Board and set within the corpoeafonsibity guidelines of

the total church. Through lortgrm investing, these investment opportunities provide
dollars for ongoing ministry and potential growth of principal in line with the general
inflation rate, thus maintaining theal value of the initialunds.

These investment opportunities are discussed in further detail in Chapter 5.
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Chapter 2: THE CONGREGATION AS EMPLOYER

Many people do not think about the congregation as an employer. Ministers are
called to service rather than hired as empleya¢onrministerial staff members are
often chosen partly because of skills and partly for their loyalty to the church. Yet,
congregations are employers and are obligated to follow applicable laws. In
addition, it is important that congregations exenygtigh standards in fulfilling

their responsibilities as employers.

While the Treasurer may not be directly responsible for employment decisions and
policies, it is important to be fully aware of them so that funding and reporting
responsibilities may bearried out properly. Thus, the following brief discussion is
intended to address key concerns regarding the employment relationships.

1. Establishing Personnel Policies

Every congregation needs to develop and approve a set of personnel policies.
While the policies may suit the unique needs of the congregation, it is
important that such policies be in writing and communicated to all concerned.
Personnel policies should include such topics as:

a. Compensation Policyestablishing salary ranges for bguosition. These
policies should also cover such employee benefits as:

Pension Plan Dues

Health Care Premiums

Social Security Offset

Life Insurance

Vacation

Holidays

Days off

Parental and Family Leave
Sabbatical and Educatidrizeave
Sick Leave

BOONOOAWNE

o

b. Employment Policies
1. Relationship and behavior policies
2. Grievance process
3. Office hours & access
2. Distinguishing between Employment Costs and Business Expenses
The cost a congregation incurs for its minister(s) iseman a salary and

parsonage allowance (or parsonage). However, it is important in the
employment relationship to first establish an appropriate salary for the services
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to be rendered. Employee benefits, which can represent a significant additional

cost need to be considered separately after the salary and parsonage allowance
discussion has been finalized. Thus, the cost of employment is compensation

plus benefits plus business @ enses r el atsesavice. A t he mi ni s
congregation that combindsetse into a single amount to be distributed places

the minister at a distinct disadvantage as benefit costs such as health care
premiums rise fasterthanh e per cent age i ncr@®@ase in thi

1. Compensation includes such items as salary arsbpage allowance (or
parsonage).

2. Benefits include such items as pension dues, health care, Social Security
offset, employer contributions to a 403(b) account and employer
contributions to a Health Savings Account (HSA) or Health
Reimbursement Accou(HRA).

3. Business expenses include automobile or travel reimbursement, assembly
registration and travel costs, professional expenses (e.g., books) and
discretionary items.

When congregationstap al | of the above items as a
i c atgabexpenses,itisoftemt t he expenssalarg.f t he minis
Experience shows that many ministers dip into salary to meet church business
expenses or benefit costs, decreasing real income on which to live.

Ideally, budget items for the reimbursemehbusiness expenses should be

established aside from salary and benefits and capped if necessary. The

m ni ster should provide r efpraltaobildjcont emp
other travel and meals costs when requesting reimbursement. (See§ect. E

Compensation Review

Studies and experience indicate that ministers often seek relocation because of
financial concerns. This can usually be avoided when the church has a plan to
periodically review and adjust compensation, benefits and busixessse

budgets. An annual review is customary, to assess business costs and review
salary and benefits in light of annual inflation and merit. Rising costs are a fact
of life. Churches that neglect to take this into account ultimately pay a price for
the greater stress this places on their leadership. In many instances, the church
suffers financially in securing and relocating leadership.

Resources for Compensation Concerns
Annually, the Pension Fund publisi@ésmpensation Planning for the Church

which contains the latest salary information and procedures for budgeting a
¢ h u B lukiniess expenses. Copies are sent to ministers, board chairpersons
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and treasurers of every congregation. These are available as downloadable files
from the Pension Fundeb site awww.pensionfund.orgor may be ordered at

no cost. The Pension Fund also publishes a quaBallgtin containing

information about taxes, salaries, healthcare and other matters of interest to
congregational officers and ministers.

The Pesion Fund periodically conducts workshops in general and regional
assemblies on congregationg@rae nsati on congcpersonal and mi ni
finances. Contact the Pension Fund directly to schedule an event.

Another important resource is the regional oaarenister. He or she is

familiar with the compensation that other congregations in your geographic
vicinity provide. Many problems can be avoided by discussing compensation
matters with someone who frequently works with pulpit and personnel
committees.

A. Ministerial Salary and Parsonage Matters
Salary

Salaries for church employees should be comparable to salaries in the
community for positions that require similar education, experience and
responsibilities. The Compensation Planning Guide, prowbgetle Pension

Fund, contains a thorough discussion of both lay and ministerial salaries,
benefits and related information for the church employer. The guide is updated
annually. Itis designed for use by church treasurers, board chairpersons,
PersonneCommittees and Pastoral Relations Committees, as well as
Financial/Budget Planning Committees. Please call the Pension Fund to
request FREE copies or download the guide from the Pension Fund website.

Parsonage

Some congregations find it helpful and eiiint to provide the minister with a

parsonage in which to live while serving the congregation. This can be most

helpful in communities in which real estate markets are very slow (some rural
communities) or in markets in which the price of housing faeeas the

financial ability of pastors, based upon their ministerial income (some urban

and coastal markets). The parsonage should be comfortable, adequate in size

and in good repair. Note: If the congregation provides a parsonage, it is still
advisabldor the congregationtodegsn at e a portison of t he mi
compensation as parsonage allowance for furnishings and utilities.

Parsonage Allowance

The congregation shouldsle gnat e a p o rstalaryaspardonage mi ni st
allowance in the followig circumstances:
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1. The congregation owns and cares fomespnage- Designate a
housing allowance to cover furnishings and utilities.

2. The congregation does not own a parsonage and thistemielects to
rent housing- Designate a parsonage allowarto cover rent,
furnishings and utilities.

3. The congregation does not own a parsonage and theeniglscts to
purchase a home Designate a parsonage allowance to cover the cost
of housing.

The housing allowance is limited to 1) the fair rentabeadf the
home, furnished plus the cost of utilities;2) the actual expenses of
operating the homear 3) the amount properly designated by the
congregationwhichever amount igower. The housing allowance
must be noted in official church records (eapurch board minutes)
and must be designatedadvance(i.e., by December for the
following year).

The housing allowance is excluded from income tax but ministers
must pay Social Security on the fair rental value of the parsonage and
housing allowance(See Taxes and Tax ReportingPage41.)

Housing Assistance

There are unique situations in which the congregation may wish to assist the
minister to purchase a home, which could result in income considerations.
Generally these require creative fundprgcedures such as the following:

1. Providing a dowrpayment loan with a clearly defined method of
repayment. (The IRSwouldconsidehi s | oan pagt of t he
income, if the loan was provided at less than the current market
interest rate.) Thminister would finance most of the home with a
long-term commercial loan. The congregation would provide the
downpayment loan out of accumulated funds, or the congregation
could borrow the funds from a bank or Church Extension. Usually,
this type of l@n would be repaid over a fay@ar period. Of course,
the combined borrowing would need to be within the financial
capacity of the minister.

2. Purchasing a home and selling it to the minister on a contract of sale.
In order to protect both the congegigpn and minister, the services of
a local attorney must be secured to develop the contract. The
congregation could finance the purchase through accumulated
resources or borrow the funds from a bank or Church Extension. To
borrow from Church Extensiothe congregation would hold title to
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the property and provide to ChurEitensiona first mortgage or
deed of trust.

3. Jointly provide a down payment for the purchase of a house, which
the minister would finance with a commercial loan. An agreement
would be reached about what percent of equity each participant
(minister and congregation) has in the property. If and when the
house is sold, the net receipts would be divided according to that
agreement.

Each of these methods requires a signed agreemaunt thie disposition

of the property in case the minister retires or relocates before all financial
obligations to the congregation have been met. Further, forgiveness of
part of all of any related debt between the minister and congregation
would result intaxable income to the minister. The congregation should
consult an attorney and possibly a tax advisor before entering into any of
these arrangements.

Employee Benefit Programs
Pension Plan

The Pension Fund of the Christian Church is an esseniabgee benefit program
designed to provide protection for church employees, both ministerial and lay. As
employers, all congregations are strongly encouraged to include all employees in
this comprehensive plan.

The Pension Plan is more than a retirenpeagram. It is a defined benefit program
that also provides in service death and disability benefits. These benefits are fully
funded on an actuarial basis. Ministers are vested immediately. Lay employees are
vested after two years of participationtie Plan.Questions and Answera

brochure which provides a complete description of the Pension Plan including an
Enroliment Form, is available without charge from the Pension Fund and may also
bedwnl oaded f r omswdbstewRwe pessiordnd.orff und o6

Eligibility

1. Lay employees- All compensated employees are eligible to participate in
the Pension Plan once employment begins. As with most secular
employers, some congregations require a trial period of employment for
lay employees beforéey will contribute to the Pension Plan. However,
if enroliment is delayed beyond 24 months from the date of hire, death and
disability benefits are modified for five years in accordance with plan
stipulations. Therefore, it is important to begin pgpttion as soon as
possible.
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2. Ministerial employees- Ministers who are not already a member of the
Pension Plan and who accept a call to a congregation should be enrolled in
the Plan effective with the first day of employment. Ministers who are
already erolled in the Pension Plan and who accept a call to a new location
are viewed as continuing employment in the church. Thus, the new
employing congregation should begin to pay pension dues effective with
the first day of employment.

Pension Plan Dues

Pension Plan contributions, called dues, are 14% of compensation. Most
congregations pay the full 14% of dues on behalf of their employees. Some
congregations pay 11% and the employee pays the remaining 3%. (In these
situations, the 3% should be withhéldm salary before taxes are calculated.)

Whenever a salary increase is granted, Pension Plan dues mustlpeilated.

Salary changes often occura¢th b e gi nni ng o Efistcalhyear. dlengr egat i
examples below can be used as guidelines foulzing pension dues on the new
salaries.Additional information on calculating pension dues can be found on page

64. Pension Fund staff are also available to assist with the calculations.

When employment terminates, pension dues should be paid oresation
provided to the employee through the termination date. If vacation pay is provided
beyond the last working day, pension dues should be paid on it also.

Calculating the Dues:

Dues forlay employeesare calculated on salary only. Divide the aarsalary by
twelve in order to obtain the monthly salary. Then multiply this figure by 14 percent
(.14) to calculate the monthly pension dues.

Exampl e: A church secretaryods salary is §
$1,750.00 and Pension Planes are $245.00 per month ($21,000 divided by

months = $1,750.00 x .14$245.00). Note If the congregation is paying 11

percent, its portion is $192.50 and the 3 percent employee portion is $52.50.

Dues forministerial employeesare computed on thealary plus housing and/or
parsonage allowance.

Ministers living in a church owned parsonage Pension dues are calculated on the
cash salary, fair rental value of the home, plus housing allowance for furnishings and
utilities. The fair rental value isetermined by what a similar home in the same area
of the community would rent for.
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Example: A minister receives cash salary of $23,000 plus parsonage that is valued at
$7,200 per year (a similar home would rent for $600 per month). In addition, the
minister has a housing (utilities) allowance of $3,600 per year ($300 per month).

The total salary and housing is $33,800 per year, $2,816.67 per month and the
pension dues are $394.33 per month ($33,800 divided by 12 = $2,816.67 x .14 =
$394.33).

Ministers purchasing or renting housing Pension dues are calculated on the cash
salary plus housing allowance.

Example: A minister serving a congregation that does not own a parsonage has
annual cash salary of $28,000 and housing allowance of $12,000, foraf total
$40,000 per year, $3333.33 per month. Pension dues are $466.67 per month
($40,000 divided by 12 = $3,333.33 x.14 = $466.67).

Ministerial students. A Student Gift Membership Grant is provided for full time
students preparing forimstry. The Granprovides 3%of the 14% pension dues.
Therefore, most churches remit%ldues on behalf of their student ministers.

Example: A full time seminary student is serving a congregation and receives $800
per month in compensation. Dues for the seminary stwdsuitl be $88.00 per
month ($800.00 x .11 = $81)).

Retired Interim Ministers. Ordinarily, retired ministers are receiving a retirement
pension under the provisions of the Pension Plan. Therefore, no pension dues are
paid. However, the congregatioreiscouraged to contribute the equivalent of
Pension Plan dues to a Tax Deferred Retirement Account on behalf of the retired
minister. (See information on Tax Deferred Retirement Accounts below.)

Payments

Pension Plan dues are paid monthly on thedirsiach month for that month.
Remittance forms are mailed to church treasurers/remitting officers on'the 15
each month.(See sample remittance form, page 62)

Tax reporting

When Pension Plan dues are paid by the church employer on behalf of its
employees, the dues are tax deferred and not reportable for income tax purposes.
Retirement pensions will be reportable for tax purposes once the employee begins
receiving his/her pension. If a portion of pension dues are paid with after tax

dollars, it B important to communicate this to the Pension Fund. Dues paid with

after tax dollars are recorded as an investment in contract and will not be taxed again
when received as a benefit.

Tax Deferred Retirement Account

35



The Pension Fund also offers a 403[bx DeferredRetirement Account for church
employees. This is a definedntribution program provides church employees an
opportunity to set aside funds for retirement and earn an excellent rate of return.
This program differs from the Pension Planhattthere are no death or disability
benefits associated with the Tax Deferred account. Additional information about the
Tax Deferred account and Application Form are available upon request from the
Pension Fund or by download fmovww.pensionfund.org

Eligibility : All compensated employees of the church are eligible to participate in

the Tax Deferred account program. All participants in the Tax Deferred account
program are vested immediately. Church employees may participate in both the Tax
Deferred acount and Pension Plan.

Contributions to the accourideposits to tax deferred accounts must be made by the

employer on behalf of the employee. Contributions may be made either 1) in
addition to the employeeods sisngtheasgconadr 2) t h
method, the church and employee should complete a Salary Amendment Agreement,
available from the Pension Fund. In both instances, the contributions are excluded

from the employeebds current taxdadl e i ncome
limits set out in the Internal Revenue Code.

Current tax regulations place limitations on the amount that can be contributed to a
403(b) account through salary reduction. Generally, the maximum amount that can
be contriluted is $1600 annually if themployee is earning at least this amount in
taxable income from church employment. For ministers, the housing allowance is
already excluded from taxable income and cannot be included when calculating Tax
Deferred account contributions.

There aup pfircavichi onso in the regulations w
15 years or more of service and for those who are over agecb@tribute more

than the $1%00. Since these provisions are periodically increased, employees

wishing to utilize one or botbf these provisions should contact the Pension Fund

for assistance in calculating the contribution limit.

PaymentsGenerally, deposits to Tax Deferred accounts are made monthly and may
be made along with Pension Plan dues payméBise sample remittaa form,
page 62)

Tax reporting
For lay employeescontributions made in addition to salary (method #1) are

excluded from income for both federal income and Social Security tax purposes.
Contributions made through salary reduction (method #2) aredecfnom federal
income tax but included for Social Security (FICA).
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For ministerial employees both contributions made in addition to salary and
through salary reduction are excluded for federal income and Social Security tax
purposes.

Tax reporting: For contributions made in addition to or in lieu of salary, no

reporting is required. Contributions made through salary reduction (method #2) are
reported on the W2 form in Box 12. Record the dollar amount followed by the

letter E (the code for employeentributions to 403(b) plan).

Churchwide Health Care

Since 1972, the Pension Fund has administered a health care program on behalf of
the Christian Church (Disciples of Christ). As currently designed, the program
provides wellness benefits in addititmcoverage in the event of illness. Complete
information and Enrollment Forms for Churchwide Health Care may be obtained
from the Pension Fund or through the websitev.discipleshealth.org

Eligibility : All compensated employees are eligible to pgudie in the Churchwide

Health Care program. If the employee is not a participant in a qualified group
insurance plan, he/she must complete an application for healthGaverage

begins the first of the month once the Health Care application is appaodefirst

mont hés premium are received. Coverage
end of the month through which premiums have been paid.

Premiumsar e determined by the participantos
employee plus one aduemployee plus minor children, employee plus family), and
state of residence.

Paa(mentRemittance forms are mailed to church treasurers/remitting officers on the
15" of each month for premiums due on tifeol the following month. Health care
premiuns are due on the first of each month for that month. Since the premiums
must be forwarded to a third party administrator, there is no grace period for late
payment of health care premiums. Coverage will be terminated after notice, for lack
of premium pagnent. (See sample remittance form, page 63)

Tax reporting When paid directly by the employer, health care premiums are not
reportable for income tax purposes. If the employee pays health insurance
premiums personally, he/she may include the premiurasdasiuction on Schedule

A when filing the federal income return. However, all medical expenses will be
reduced by 7.5% of adjusted gross income. Therefore, the employer provides a tax
advantage for its employees when it pays health care premiums obethaif.

Churchwide Accident Insurance

Churchwide Accident Insurance provides low cost, 24/7 accidental death and
dismemberment coverage. All compensated church employees, as well as Pension
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Plan members and beneficiaries, are eligible for coverage age 80. This
insurance is offered on an annual premium basis with coverage extending from July
1 through June 30 of the following year.

New enrollment announcements and renewal notices are mailed in May and June of
each year. Coverage ranges from,$R0 to $300,000 and the spouse may also be
covered for onénalf the principal amount ($10,000 to $150,000).

Premiums paid by the employer on behalf of the employee artanahle.
Other Benefits
Medical Expense Reimbursement Plans

Increases in heditcare premiums throughout our economy have prompted many to
seek ways to manage health care costs more carefully. Associated with Churchwide
Health Care are three tax advantaged strategies that can help.

1. Participants in Churchwide Health Care caneséde a portion of their income
through salary renegotiation to fund a Flexible Spending Account. The
contribution to such accounts comes from the employee under an agreed plan in
which the congregation guarantees the annual funding commitment. The
empbyee has access to the full amount of the annual commitment to meet
gualified health costs. Employees are encouraged to utilize this tax advantaged
opportunity to fund health costs on a pretax basis. Further information is
available from the Pension Fuadd on thevww.discipleshealth.orgiebsite.

2.  Some congregation elect to provide a higher deductible healthcare program and
seltinsure part or all of the deductible and-otHpocket portion of coverage.
If the employee has health care needs thatpgbe higher deductible, the
congregation can reimburse these additional charges through a Health
Reimbursement Arrangement. However, if the employee does not utilize the
full deductible, the congregation will save the funds that would have been used
to pay for lower deductible premiums. For further information, contact the
Pension Fund.

3. Some congregations elect to secure a higher deductible healthcare program and
encourage the employee to establish a Health Savings Ad¢t®iA), which is
a tax adantaged account associated with certain high deductible health care
plans. The Churchwide program has a higduttible program for which
HSAG are appropriate. For further information or to enroll, contact the
Pension Fund or download applications fritra healthcare website,
www.discipleshealth.org
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Term Life Insurance

As the name implies, term life insurance provides protection for a limited period of
time, usually in ong/ear increments. Its purpose is to provide a death benefit for
loved ones. tldoes not contain a savings element or retirement pension and has no
cash surrender value. It does, however, assist the family with the financial transition
associated with the loss of income of the deceased.

Congregations provide their employees witmsgrotection through participation

in the Pension Plan. However, employees with young children may need additional
protection, which the congregation can help to provide by purchasing term insurance
for its employee(s).

A congregation can purchase t@p$50,000 of term insurance for its employees
without tax consequences. Premiums for coverage in excess of $50,000 and the
premium for any other insurance coverage of which the employee is the owner, are
taxable. In addition, the premiums for any terfi@insurance may be taxable if the
insurance is not provided to all filme church employees on a nondiscriminatory
basis.

Workers Compensation Insurance

Most states require employers to purchase workers compensation insurance. This is
an insurancegddicy that assists in the event of anthe-job injury for the employee.
Some states exempt employers with less that a specified number of employees.
However, workers compensation insurance provides protection for both the
employee and the congregatioBven if not required, it is highly recommended that
such coverage be purchased.

Liability Insurance

Adequate casualty insurance from a reputable provider is essential protection for a
congregation. Of course coverage should gleyrotectiononacogr egsat i on o
buildings and contents. Equally impaortas coveragéor personal and professional
liability. Contact your local insurance agenttoghely ou eval uate t he
insurance package. You may also want to contact the United Churcanosu

Board, a combined program of the United Church of Christ and the Christian

Church, to evaluate the wide array of insurance coverage available through its
insurance program
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Social Security Offset
(See Taxes and Tax Reporting SecborPagetl)

All churches are required to pay Social Security taxes (7.65 percent on
compensation) for lay employees. Another 7.65 percemttideld from the lay
e mp | ® gatay Making the total 15.3 percent of compensation.

Ministers are required to pay SocialcBgaty taxes at the seémployed rate (15.3
percent), based on salary plus parsonage/housing allowance. Many congregations
provide their ministers with a Social Security offset, equivalent to the 7.65 percent
employer portion they would pay if the mirgstwere a lay employee. This does not
mean that the minister is s@mployed (in fact, or in regard to any other area of
taxation or reporting).

Social Security offset payments to the minister do become taxable income.
However, all or part of it malge put into a Tax Deferred Retirement Account, which
defers taxes until the funds are withdrawn. If paid directly to the minister, it
becomes taxable income but assists the minister with the payment of the Social
Security tax to the same extent requiredidy employees.

Establishing Accounts
Notification

When the congregation calls a new minister who is a Pension Plan member, the
church communicates this to the Pension Fund by sending a completed Church
Report ofMinisterid Change (see sample page64-65), a copy of the Letter of

Call or by calling the Pension Fund at 88857322 or 3176344504. Forms are
available from the Pension Fund by mail or can be printed from the Pension Fund
website.

Enrollment

When the congregation calls a new ministdo is not a Pension Plan member, or
when it hires a lay employee for whom benefits are to be paid, theegatign

must send &dompleedrEntolmgnt Foin along with an initial dues
payment, to the Pension Fund, 130 East Washington Strdetnapolis, Indiana,
46204. The Enrolliment Form is available from the Pension Fund by mail or can be
printed from the Pension Fund website.

Remitting Payments
Remittance forms for Pension Plan dues and Tax Deferred Accounts are printed on

blue paper ahsentoutonthe f%o f each month for tAhe next
sample remittancrm is shown on page 62
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Churchwide Health Care remittance forms are printed on pink paper and are sent out
onthel®of each month for tssampleeditancedfoormt h 6 s
is shown on page 63

Communication Regarding Accounts

Regular remittances are mailed to a lock box at a bank for immediate deposit.
Correspondence about accounts should not be included with the payment but
directed to the Pensidrund office 130 E Washington St., Indianapolis IN 46204

Verifying Account Status

The Pension Fund will verify the payment status of Pension Plan, Tax Deferred or
Health Care accounts whenever requested. If there is a question about whether a
payment las been properly posted, the Pension Fund may request that the church
treasurer provide a copy of the front on back of the check in question in order to
research the error.

Business Expenses

Allowances (other than housing allowance) given to an empkoyeaver church

business expenses are included in taxable income and result in unnecessary taxes for
the church employee. If it has not already done so, the congregation should

establish an Accountable Reimbursement Pleagaple can be found on pagg.61

With an Accountable Reimbursement Plan, the employee reports to the church
treasurer in a timely manner the time, place, amount and business nature of the
expense. The treasurer then issues a reimbursement check. Any funds advanced to
the employee (@., General Assembly expenses) must also be accounted for and
excess fund returned within two months.

Warning: Churches that use Accountable Plans may discover that there are funds
remaining in the accounts at the end of the year and wish to dispentsetkids
employees. However, doing so negates the Accountable Plan and all of the funds
paid to the church employee, even those that had been properly accounted for,
become taxable income for the employee. If funds remain in a church business
expense acamt at the end of the year, it is best to leave thedimthe account and
re-evaluate the budgeted amount for the next year.

Taxes and Tax Reporting

The Church and NoeRrofit Tax and Financial Guidéy Dan Busby, is an excellent
resource providingdditional information and instructions on completing tax forms.
It is updated annually and available through the Evangelical Council for Financial
Accountability (800) 3238473, or Zondervan.
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990 Forms

Disciples congregations that are listed in Yiear Book and Directory of the

Christian Church (Disciples of Christ) are exempt from filing Form 990 unless there
is Unrelated Business Income, such as rental income. Check with your tax advisor
for further information. The Office of General MinisterdaPresidentiles annually

for blanket 501 (cB exemption for all congregans, regional and general
ministriesand related ministries.

W-2 Forms

Every year in January, the congregation must provide each employee with a W

form showing the amount galary paid and the taxes withheld. IRS Publication

393 contains instructions for completing2\forms. This publication can be

downl oaded from the | nt ewwisbov.Revenue Servi

W-3 Forms

Every employer must file a V8 form by Febmary 28 each year. The-@/form
reports taxes paid on behalf of all employees.

Lay employees

Income taxesCongregations are required to withhold income taxes for their lay
employees. Each employee must complete-4 fdfm for his/her personnel record.
The amount of tax to be withheld is calculated using the tables found in publication
15-A, which is provided by the IRS annually to every employer remitting taxes.

Social SecurityCongregations are required to pay Social Security on behalf of their

lay employees, unless the congregation applied for and was granted an exemption by
the IRS in 1984. Social Security taxes total 15.3 percent of salary. This amount is
divided equally between employer and employee, with the employer paying 7.65%

and 7.65%wi hhel d from the employeeds sal ary.

Ministerial Employees

Income taxesThe congregation isot requiredto withhold income taxes for

ministers. When taxes are not withheld, the minister makes quarterly tax payments.
However, income taxes may be withheld t he mi ni sterds request
request, the minister should complete a\Wrm.

Social SecurityMinisters must pay Social Security at the s#tiployedrate. This
does noimean that ministers are selmployed. By law, church employeranna
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pay the employer portion of Social Secuntyr can they withholdthe employee
portion of Social Security for ordained ministers. Ministers must pay 15.3 percent
of salary plus housing/parsonage allowance for Social Security.

The minister may requestlditional withholding to cover the Social Security

obligation. The treasurer remits this to the IRS as income taxes withheld. When the
minister files his/her tax return, the overpayment of income taxes will cover the
Social Security tax owed. With thisethod, the minister does not need to make
quarterly tax payments.

Licensed and Student Ministers
Licensed ministers and seminary students who are licensed, may be treated as either

lay or ordained for income tax and Social Security purposes. |étreah lay
employeethe licensed minister cannot have a housing allowance and the church

empl oyer must withhold income tax and the
as wel |l as pay the employerds portion of S
minister is treated as ordained, he/she may have a housing allowance but the church
cannot withhold the employeeds portion of
the empl oyerdés portion of Soci al Security.

Frequently Asked Questions

1. What tax form dave provide to the minister?
In most situations, the IRS considers ministers to be employees. Thettedore,
minister should receive a \& form.

2. In what situations would the church issue a 1099 form instead e2a W
Examples of persons to whoimetchurch would issue a 1099 farinclude the
guest preacher hired to preach for a revival, a minister hired for three months to
serve the church while regular minister is on sabbatical or the person hired to
remove snow from the church parking lot.

3. Where $ the parsonage/housing allowance listed on th2 féfm?
There is no place for the parsonage/housing allowance on-héowh. Itis
best to provide the minister with a separate letter indicating the amount that was
designated by the church as housithgvgance. Another option is to type the
amount in Box 14 with a note that this is ministerial housing allowance.

4. The minister indicates that he wants to change the amount of housing
allowance. Can we do this?
Since the housing allowance must alwagglsignated in advanagon
request from the ministethe church board may change the housing allowance
prospectively The minister or church treasurer can never simply change the
housing allowance and the change cannot be made retroactive.
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Our chuch has just changed treasurers and we are confused about payments
made on behalf of the employees. How can we find out about payments?
Contact the Pension Fund, which will be able to provide information on the
status of accounts.
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CHAPTER 3: OUTREACH
A. Disciples Mission Fund, Week of Compassion and Reconciliatidvi ssion

The main avenues through which individuals and Disciples congregations work together
to carry out our denominational outreach are listed below. Many individuals and
congregations are dply involved in outreach to their own communities, and that is to be
celebrated as part of the total mission of the church. This section, however, will address
denominational outreach only.

Disciples Mission Fund traces its roots to 1909 and 1941. 0 @® church called for a

uni fied funding system. I n 1941 the church

congregations covenanted to contribute 10% of their local receipts to the common
funding system of the church and support the four special dayngi$e

Disciples Mission Fund

What is it? Disciples Mission Fund, the largest Disciples outreach fund, is an outgrowth

of the churchds effort to respond as one

under girds and supports the ongoing &éifel ministry of the church and gives Disciples
the opportunity to jointly and joyfully
supportgeneral and regional ministriendDisciplesrelated colleges and seminaries

and seminary houses. Click onsthink for the names and contactanmation for these
ministries:http://www.disciplesmissionfund.org

These organizations perform important isires on behalf of the churc@aring for the
aging awl children, educating our leaders and youth, providing ministerial relief and
stewardship trainindyelping a congregation call a new pastor, sponsoring regional youth
camps and conferences, enabldigciples Womerprograms, and supporting overseas

bod

spr e

staffar ound the gl obe. These Disciples Mission

visible reality in the world in which we live.

Allocation Decisions:

The General Board of the Christian Church (Disciples of Christ) has the authority to
make final allocation desions on behalf of the whole church. The Council of General
Ministries makes allocation recommendations to the General Board on behalf of general
ministries. TheCollege ofRegional Ministerslevelogs allocation recommendations for

the regional portio of Disciples Mission Fund antthen forwards its recommendations to
the General Board. The Council on Theological Education and the Council of Colleges
and Universities make allocation recommendations for higher education ministries.

Participation:

The Gaeral Board asks that each of D&ciples partners funded through Disciples
Mission Fund prayerfully consider participation in this funding plan. The 2007 Funding
Plan offers incentives and a process partrers who have participated in alternative
funding systems, to rejoin the General Board approved system.

45


http://www.disciplesmissionfund.org/

The Four Special Day Offerings and Disciples Mission Fundin addition to the

Disciples Mission Fund contributions from congregational bud@assjples Women

and Youth groups, money comes thro@iglr Special Day observance&aster,

Pentecost, Thanksgiving and Christmas. Each Special Day corresponds to a season of
celebration in the life of the church and allows Disciples the dual opportunity to give and
to grow. These four Special Offerings designated Disciples Mission Fund giving:

e EASTERI for general ministries implementation of Disciples Imperative to
strengthen congregational life.

e PENTECOST for new church development, divided equally between the region
in which the offering is receed and general new church ministry.

e THANKSGIVING i for higher elucation institutions

e CHRISTMASI for regional ministries in the region where the funds are
contributed for i mplemeniiBhdioinr @fgtihen chu
congregational lifefo t hi s mi ssi on. 0

OGMP-Promotioncreates and distributes special resources, which highlight and interpret
Disciples Mission Fund ministries. Congregations use the materials to promote the
offerings, which give individual members the opportunity to supgpede ministries in
addition to their regular giving to congregations.

Week of Compassion and ReconciliatioMi ssion

Week of Compassion and Reconciliatidissionare two special mission fundshrough

regular giving and special offerings, Week of Congjias and Reconciliation allow

Disciples to expand their commitment to alle
racism in North America.

Week of Compassion: Through Week of Compassion, Disciples join with other

Christians in One Great Hour of Shry, a ministry that provides immediate relief to
disaster victims around the world and helps people to becomsusiatient through

long-term development projects. Through Week of Compassion, Disciples feed the
hungry, give water to the thirsty, provideedical supplies for the sick, and critical
emergency relief for refugees and victims of disasters. They also provide water
conservation projects, cereal banks, seeds and tools and agricultural instruction that help
people build better lives for themsedve

The Week of Compassion is a y@aund ministry, but its annual emphasis is in

February. Special materials are aValdaat

http://www.weekofcompassion.org

Reconciliation Mi ssion Established in the mitlsf the turbulent 1960s, Reconciliation

is the special mission of the Christian Church (Disciples of Christ) to eliminate racism in
North Ameri ca. The mission began in the | at
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Program. It seeks to combat the caugfascism in America, not merely to treat the
symptoms. Reconciliation grants have funded programs for inner city children, tutors for
teenagers, aid for children of imprisoned mothers and other innovative programs. Half of
all contributions to Reconcilien are returned to regions for use in local programs.

Like Week of Compassion, Reconciliatibhissionis a yearound program, but its
emphasis andpecial offering takes place the last Sundagetembeand the first
Sunday of OctobeiSpecial materla are availald atwww.reconciliationministry.org

The Reconciliation and Week of Compassion observances, though vital ministries of the
church, should not be confused with the Disciples Mission Fpedi&l Day offerings.

Funds given through the Easter, Pentecost, Thanksgiving and Christmas observances are
distributed through Church Finance Council to the various units and institutions of the
church. Reconciliation and Week of Compassion flardsalsadministered and
distributedoy OGMRTreasury Services. Typicallyifty percent of Reconciliation funds

are returned to their committee whose members determine how the money will be used
and 50% percent is sent to the applicable region for regionalgonsgCheck with

OGMP Treasury Servicdsor your r e gOnehuddsed petcéntage afthe o n .
Week of Compassion offering is returned to their committee whose members determine
how the money will be used.

B. The Administration and Distribution Process

OGMP-Treasury Serviceshe administrator and distributor of Disciples Mission Fund

gifts, uses an efficient, computerized system t
dollars. This section will discuss the receiving, reekedping, and distributio

processes. Knowledge of these procedures véikaeryour job easier and help OGMP

Treasury Servicelso handl e your congregationds money
expect.

On-Line Remittance/The Remittance Form

Method of remitting: Most congregationsemit their Disciples Mssion Fund offering

through OGMPTreasury Services However, in some instances ¢
monies are remitted to the regional office. Check with your regional office for the

recommended practice. However, any congtieg can remit its money to OGMP

Treasury Servicedirectly using a remittance form or using thelime Contribution

Tracking System.

On-Line System: As treasurer you can remit monies gstDGMPtreasury Servic#®

ontline system. First, you would needdi®ate an account by going directly to
http://cts.ogmp.disciples.org/web/default. asttp://www.disciplesmissionfundrg/

then clicking orLOGIN for Reports & Remitting. After OGMHreasuryServiceshas
activated your account (no activation is needed if choosing another member type other
than treasurer) you can follow the instructions and fill in the amounts and designations
that you are remitting. You can either print out the receipt ablima check or have us
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directly withdrawal the contributions from t
direct withdrawal you dondét have to mail any
Just remember to deduct it in your check register!

Remittance Form:
Browsing towww.disciplesmissionfund.orgill lead you toa remittance fornm English
or in Spanish

The remittance form is an important vehicle of communication between the remitting

organizatimn and OGMPTreasury Serviced hrough the remittancerims, congregations

relate to OGMPTreasury Servicethe exact intent of the contribution. Please use the

forms! Correctly completed, they are your <co

How to Use the Remittance Form:
If you remit to your regional office you may have a regionally specific remittance form.
Contact your regional office for information.

1. The Top Section: The remittance form is divided into three sections.
The first sectn calls for general information from the remitter. Here you record
the congregationdéds name, address, city an

contribution, (if more than one check or money order is remitted, all must be
tallied and this total recorded the space provided). Also w&iin your Church
Pin Number.You can retrieve this-@igit number from a monthly pert of
giving received from OGMHTreasury Servicegr from the second column of
yourchurb 6s ent ry i Rleasels@gplyyad awrinfoomation to
ensure proper congregational credit.

2. The Body: The middle section, or the body of the form, asks for a
breakdown of the whole. Here the congregational and monetary information from
the first section is broken into its component parts.

The body of the remittance form is designed like a columnar pad. A separate
column is provided for each of the following entities of the church: the
congregation, church scblp Disciples Womenyouth and individual contributor.
These columns interse@wsbearing the names of tleatreach funds: Disciples
Mission Fund Special Day (Easter, Pentecost, Thanksgiving, Christmas),
Blessing Box, Designated Operatitiggpital, Week of Compassion and
ReconciliationMission, along with their subdigions.

Thisarrangement allows each entity to record simultaneously its contributions
and assign a specific amount to an outreach fund without interfering with another
ent it ydidg The @rgegation, its Disciples Wonsnd its youth group,

for example, can usgée same form to remit monies to Disciples Mission Fund,
Week of Compassion, Reconciliation or Capital and still maintain its own distinct
giving records while contributing to the collective ministries of the church.
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3. The Final Section: The final sectia is for the recording of columnar
totals. Each remitting church organization should tally its contributions and write
the total amount in the space provided. Also there is a place for your name,
daytime phone number and email address where you wamicthialy giving

reports sent to.

Designated Giving

Designated giving allows funds to be earmarked for a partigelaeral or regional
ministry or institution of the church. All designated remittances are sent in full to the
institution or program for wich they are marked. These marked fundaes and
aboveregular Disciples Mission Fund giving and do not become a part of the regular
Disciples Mission Fund monies to be split among all its recipients.

Recording Designated Giving: Theremittance form pvides space for designated
giving. Write the monetary amount for a donor in the sectiondali®tsignated
Operating. Write th@ameof the institution oministry for which the funds are
eamarked below the amounListing the name of the designatedspecified
organization/program and the dollar amount of the contribution are crucial to proper
recording of the remittance.

It should be noted here that the discussion of designated offerings pertains only to
regular, not special day, Disciples Missiaimid remittances. Congregations on standing
order for free Special Day Offering materials agretto designate Special Day
Offerings promoted by those materials. All Special Day Offerings submitted by
congregations on standing order for materials becopagtaof the general Disciples
Mission Fund and are distributed accordingly.

Organizations Participating in OGMP-Treasury Services In addition to regular
Disciples Mission Fund reciphts, OGMPTreasury Servicewill forward designated
funds to selectenhstitutions not a part of Disciples Mission Fund. Thasecalled
OGMP-Treasury ServiceBarticipating Organizations. A few organizations who
participate in OGMPTreasury Servicedo not receive Disciples Mission FunA.
comprehensive list of OGMPreasury Serviceparticipating organizations can found at
the following web link
http://www.disciplesmissionfund.org/LinkClick.aspx?link=media%2fOneVisipdf&ta
bid=105 OGMRTreasury Servicegrovides this forwarding service on behalf of
congregations to make sure that gifts designated for thesPiroiples Mission Fund
participating organizations become a part of

Make checkor money orders intended for OGMPeasury ServiceBarticipating
Organizations @yable to OGMPTreasury Serviceandclearly mark the designated
amount and t heonithe gemiitabce formousing she prazade@res outlined
in the desigatedgiving section above.

When to Mail the Remittance
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Remittances should be mailed each month. This monthly mailing schedule has two
advantges: First, it allows OGMHTreasury Service® produce detailed monthly
reports for each remitting congregati(see the Distribution section for more
information). Second, it gives congregations the opportunity to verify these transacti
and report any errors to OGMReasury ServiceAll remittances must beeceivedoy

the 8" of the month to be credited fdte previous month artty January 8to be

credited for the previous year.

The Distribution Process

OGMP-Treasury Serviceselectronically distributes Disciples Mission Fund

contributions to the Disciples Mission Furgeteiving institutions of the churciihe

designated dayof distribution is either the 4of each month or thiast business day

before the 1% if the 14" falls on a weekend or banbliday. Also disbursed on the 14

of each month are the following funds: Week of Corsjmas Reconciliagbn and the

OGMP-Treasury Servicegar t i ci pating organizations (see
Di sciples Mission Fund OBMRTreasary $erviteslmg Or gani z
bequn to distribute contributions twice a month to over half of the partibrs.allows

those ministries to receive and use contributions that are received early in the month and

not have to wait until the 1%

Remittance Reporting

Monthly, OGMRTreasury Servicesmails reports to congregations whewe provided
OGMP-Treasury $rviceswith their email address(es). If you would like to receive these
reports please emaittontributions@ogmp.disciples.owgth your PIN or church name

and city.

You can also view these repatline by creating an account at
http://ctsogmp.disciples.org/web/default.asp.

Two times a year (in November (b@onth statements) and February (yead

statemats), OGMPRTreasury Servicesails reports to congregations. These yteattate
reportsare recorekeeping, acknowledgment and erdwmtecting tools. They are designed
to be used either alone or together. In addition, your regional office receives a monthly
report of all congregational remittances.

An independent, outside auditing firm cowtiia full audiof OGMRTreasury Services
annually. All membes of the OGMPTreasury Servicestaff are bonded. These practices
protect the professional character of the staff and guarantee accuracy and integrity in the
handling of thendtxhurchdés outreach f
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CHAPTER 4: ACCUMULATED RESOURCES

When congregations develop a stewardship program, they usually focus on an enlistment
program to obtain annual commitments or pledges from their members. The emphasis is

on underwriting the budget. Every member is@maged to make a commitment to

support the church, based on a percentage of
of blessings received from God.

In some congregations, the tithe (10 percent) is the model for giving. Other congregations
emphasize portionate giving and ask members to consider increasing their annual
giving by one percent.

In all of these programs, the emphasis is basicallydimensional: stewardship is taught
only in relation to oneds income, onebds chec

A second, equally important dimension of Christian stewardship is that of accumulated

resources. Christians are asked to consider assets along with income as part of their total
commitment to Jesus Christ. Not just the checkbook, but the savings accounts and

investments, such as stocks, property, real estate, life insurance, retirement plans. All of
these are part of Godés claim on oneds | ife.
Extension can help individuals and congregations invest assets to denehutch and

its mission.

A. Wills and Trusts

As Christians, we strive to put God first in our lives; our estate planning is thus a natural
extension of our faith commitments. Our wills, trusts and other estate planning
documents become vehicles to Bgs our faith. By leaving gifts to the church, we
acknowledge the importance of Christ in our lives and leave an inheritance that is more
than dollars, more than earthly possessions.

Ways to Give Through A Will: A person who has been a tither, for exaanphay want

to leave a tithe of his or her estate to the work of the church. Someone else may want to
leave a share equal to that given to each child. In some cases, especially in families with
younger children and limited assets, the bequest may beiacogte nt gi ft, i . e.
spouse and children die at the same time | do, | direct my assets to be distributed to the
church. o

1]

Seek Legal CounselAlways seek professional legal counsel to make a will. In most
cases, the costs of competent legal advicebsiless than the probate costs charged to

the estate if there is no will. Many congregations provide estate planning seminars to give
helpful information and to encourage their members to remember the church in their
estate plans.
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B. Deferred Giving

Many people, especially those who receive large investment incomes or have highly
appreciated investments, benefit by making outright or deferred gifts before their deaths.

The advantages can be attractive. For example, significant tax savings (income tax,

capital gain tax, estate tax), incomeforfl e, and t he &rasouncksendlge t hat
benefit the church now and into the future, make deferred giving a smart way to practice
Christian stewardship. Contact the Christian Church Foundation for addlition

information.

C. A Congregational Program

In its work with hundredsf congregations for more thag #ears, the Christian Church

Foundation has identified three important elements of a congregational program in the

area of the stewardship of accumathtesources. If you would like additional

information on these issues; please call the Christian Church Founalia{800) 668

8016t o obtain a free booklet called AHow Firm
Endowment Funds for Your Congregationo

1. Devdop a Policy
Every congregation needs to develop a clear, concise policy that will answer several basic

guestions about any gifts received through bequests and planned gifts. The policy should
answer such questions as

a How will the funds be used?

b. How will the funds be managed? Who will make decisions about
the investments of such funds?

C. How will such gifts (especially if they are larger gifts) be related to
the annual budget of the congregation?

d. How can we continue to encourage the regularateship of our

members when permanent fund begin to accumulate?

A congregational policy that answers these questions can encourage persons to consider
gifts to the church inheir estate plans. These gréts that might not have come if a
policy had noexisted, and quite often can be the largest give a person can make.

Most people will not be willing to include congregations in their estate plans if they do

not know how their gifts will be used. They fear that the gift will be spent inappropriately

or put into a bank account and never used. A clear policy can address these legitimate
concerns and provide a foundation for building a program in the stewardship of
accumulated resources. A sample policy that has been developed by the Christian Church
Foundaibn for use by. congregations is includadhe appendix
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2. Educate and Inform

It is not enough simply to have a policy. Aogram of education, informatiesharing

and practial how-to guidelines related to this area of Christian stewardship are also

necessary. Asimipe remi nder in the conldavegyguat i onosS ne\
remembered he ¢ hur c h,cambe gstatting paint. Sdorsaring seminars on

financial and estate planning will offer an opportunity to give important information and

a word of encouragement to those who have hesitated in moving ahead with their long

term financial planning-oundation staff members, located throughout the United States,

provide necost inheritance planning seminars for congregations, including Disciple

Women and Disciples Men groups, Sunday School classes and church [Estddes.

planning attorneys, life insurance agents and others in the community can be helpful.

3. Recognize Those Who Give

At hird el ement sprogranashauld inchedresaymrition o atl temorial

gifts and bequests. This should include amackw| ed gment i nsthe congr e
newsletter as soon as the gift is received. (This should be done with the permission of the

family in the case of bequegtén addition, we recomend that a special worship service

be celebrated each year to recognize all individuals who have remembered the church in

their wills or who have established permanent funds in the congregghiisrcould be

done on the first Sunday of November, when ynarsciples congregations celebrate All

Saints Day.

An annual report should be made to the congregation on the status of any permanent fund
or endowments, as well as a listing of the ways such funds were used in the total work
and outreaclof the congregtion.

These three elementsa policy, a program of education, and appropriate recognition and
reporting-- form the basis for a comprehensive stewardshiphasis program related to
theaccumula e d r es our c e ssnembeesAt everypaint. thesaetffort® n 0
must be seen in conjunction with the annual stewardship program for the general
operational budget.

D. Memorial Funds

One of the most important aspects of our Christian faith is memory. We want to belong to
a community that knows us andwembers us. The congregation, in its work and
worship, has the task of transforming sacred memory into reality.

Many congregations have found that developing a permanent Memorial Fund can serve
as an effective means temember the sainis their Christan witness and service to the
congregation. The existence of such a fund encourages families to think of the church
when they are choosing an appropriate memorial for a loved one.

As a part of its service to the whole church, the Christian Church Foomahadrks with
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congregations and individuals to provide counsel in this area. In doing so, it makes three
recommendations:

Develop a Memorial Fund:Establish a general memorial fund and publicize it in the
church newsletter. The funds can be used in @tyaoff ways.

Memorial funds do not have to be restricted to the purchase of things. Although they may
be used for candelabras, communion ware, pictures, Bibles, etc., at least one other option
should be considered:

If the congregation had a permanentdua receive all memorial gifts from members and
friends, could the earnings be used for ministries or activities, as well as things? Would it
be just as meaningful, for example, to send three youth to church camp, or to provide
scholarships to students, to carry out some special mission project in the community?
Would this kind of use of memorial funds attract continuing gifts rather than-enoae
contribution by family members?

Each congregation will need to develop a policy for its memorial fusicofifers a
meaningful and appropriate way for individuals to remember persons of faith. Such a
policy should also be an expression of the congregation's outreach witness.

The Christian Church Foundation g@gts six elements to consideara congregation
develops its policies on memorial funds.

a. Appropriate and immediate responses to donors and family from the
congregation.

b. A public and perranent record of the name of the person being

remembered.

Adherence to policy on the use of such funds.

Complete, annual financial reports to the congregation.

Both immediate and annual recognition of persons being remembered.

Annualont act with tbBfamldeceased persond

~® oo

Create a Memorial SpaceA space within the church building, preferably ayeisible
space, can serve as a constant reminder of the contributions and fimesesfmembers
of the congrgation. The space should be parmant and in good taste. It can contain
appropriate art works, a Book of Memory, wall plaques and historicatsbj

Have an Annual Memorial Service:Once each year, a Sunday morning service that

focuses on remembering the saintsicemc o me one of smdsEmpormm gr egat i
and appreciated worship experiences. There are bwiows times for such a service:

Memorial Day Sunday and All Saints Day (the first Sunday in November). The

congregation can pickitsowndayf o b s er v an c escdlemdafandtmakehe chur c
the observace the same Sunday each y&arggested materials about developing an

annual memaal worship service are available froletChristian Church Foundation.
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E. Management of Funds

One of thamportant issues related to penent and memorial funds in a congregation is
the management of the money. Sigrafit questions must be answered:

a. Should we maintain the buying power of the original gift? If so, do we reinvest
earnings or accomplish this through investment management?

b. Do we want the money at work in the Christian Church while it is invested?

c. What are our goals for these fisrand how can we best achieve them?

d. What is the role of the trustees? Of the Board?

e. How do we deal with potential conflicts of interest in the investing of church
funds?

Both Church Extension and the Christian Church Foundation offer opportuioities

congregational investmentShapter 5 addresses money management and investment
related issues.
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Chapter 5: CHURCH INVESTMENT OPPORTUNITIES

Through wise investing, the good stewards ea
Talents as recorded Matthew 25. The poor steward also learns an important lesson as
he incurs the Masterds wrath: l nvesting i s s

been entrusted with the financial resources to do ministry. They are called to be good
stewardsand i spl ay the appropriate fiduciary care
Master.

Church Extension and the Christian Church Foundation, ministries of the Christian
Church (Disciples of Christ), are here to help your congregation invest wisely. Many
investment options are available. Your investment with Discifgisded institutions
provides you with competitive returns, excellent service and the opportunity to serve
beyond your doorsteps.

Congregations can use Church Extension and the ChristiatCRaundation as part of
a responsible investment policy. Investing with your chustated institutions makes
good sense:

¢ Investments with Church Extension earn an attractive rate. Money invested with
Church Extension is loaned to other congregatioriddrth America and Puerto
Rico to build and refurbish existing churches, allow congregations to buy land for
new church buildings and help start new congregations.

¢ Investments with the Christian Church Foundation produce returns based on
market conditios. Money invested through the Foundation is pooled with that of
ot her Disciplesd ministries in a highly d
portfolio. The objective is to produce income for current ministry while also
growing the invested dollars keep pace with inflation. In addition to providing
congregations with a focused investment strategy and competitive returns,
investing through the Foundation supports
planned giving support to all ministries of the Gliein Church.

What is Right for Ouf€ongregatiofd

The decision to invest with Church Extension or the Christian Church Foundation should
be based on the ultimate purpose of your invested funds.

Church Extension offers a variety of Investment Notes tigggending on the Note, pay
fixed or variable interest rates. These notes are attractive to congregations in place of
savings accounts or badsued CDs; furthermore, it is important to remember that
Church Extension uses these Notes for loans to churabtres for capital needs. Notes
range in dudaemaodoftomfiee years.

The Christian Church Foundation offers three pooled funds in which congregations can
invest their longterm, or endowment money. It is recommended funds invested with the
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Foundation be |l eft in the investment pool

investment pools are widely diversified to lower the potential risk and enhance the
potential return, following the prudent investment guidelines established for end@vment

As an example of partnership, Church Extension has some of its permanent fund money
placed as an investment at the Christian Church Foundation and, likewise, the Christian
Church Foundation uses Church Extension as one of itsifixedne asset manager

A. Investment Opportunities With Church Extension

Church Extension Investment Notes help individuals, families, churches, regions and
general ministries save for the future and practice Christian stewardship. Church
Extension uses the money from yawestments to make loans to new and established
congregations for purchasing land and buildings, constructing new facilities, remodeling
existing buildings and other capital purposes. Options include:

Demand Notes

Demand Plus Note$ Allows easy accedsr investing and withdrawing funds as often
as needed to all investors with only a $50 minimum initial investment.

Capital Builder NotesT Churches and church organizations can build investment
portfolios while helping other churches. Capital Buildetddaffer the flexibility of

demand note and a variable interest rate. Special features of this note are:

$1,000 minimum initial investment

Higher rates of interest on investments of $5,000+ and of $25,000+

Additional deposits as low as $100 may be madéé investment

Withdrawals of as little as $100 allowed

The interest rate adjusts monthly and is based on the Merrill Lynch Ready Assets
Trust rate as published in the Wall Street Journal on the last business day of the
month

Jumbo Mission Notesi Provide an opportunity for churches, church organizations and
institutions with larger portfolios to meet investment needs while supporting the mission
of the Christian Church (Disciples of Christ). Jumbo Mission Notes are flexible and
easily accessible. Spatfeatures of this investment are:

$100,000 minimum initial investment

Higher rate of interest on investments of $250,000+ and of $1,000,000+
On demand withdrawals and additional investments

The interest ratadjusts weekly an$ based on the Merrillynch Ready Assets
Trust rate as published in the Wall Street Journal
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Fixed Term Notes

Term Plus Notesi Investments are for a specific period of time, 6 months to 5 years,
with a fixed interest rate and a $100 minimum investment.

Flex Plus Notes Prowvdes flexibility to add to or withdraw a portion of the funds from
the investment while the interest rate moves with our loan rates. These notes are
available with only a $100 minimum initial investment.

B. Investment Opportunities with Christian Church Foundation

Only congregations, regions and other church ministries may invest through the Christian

Church Foundation. Three investment pools are available, and each one uses

professional, institutional investment managers to achieve a specific invegtmaént

Whil e each pooled fund has its own fArecommen
fund to grow over time at an inflatigpgrotected rate, each ministry may set the income

payout rate that meets their needs. A minimum of $1,000 is required toropeocant.

The three funds are:

e Beasley Growth Fund:To produce a high total return that both keeps pace with
inflation over the long term while providing 5% payout for ministry. This fund
has an asset allocation of 75% common stocks, including growdkgap and
smallcap equities, and 25% fixed income.

e Common Balanced Fund:To produce an overall total return that both keeps
pace with inflation and allows for a 4% annual payout. Investors in the Common
Balanced Fund may expect less peitogberiod vdatility than in the Beasley
Growth Fund. The Common Balanced Fund has an asset allocation of 56%
common stocks, with a considerable portion of the portfolio in value equities, and
44% fixed income.

e Brown Income Fund: To provide a lower volatility optiothat still allows
invested funds to grow with inflation while also providing 2.5% for current
ministry. This fundbds asset allocation is
common value equities.

In all three funds, investing ministries:
e Cansetpayoutat es that match the fundbds pur pose
¢ Can make investment additions at any time;
¢ Enjoy the benefits of the pooled accounts with larger lots of stock trade at lower
per share cost;
May have multiple accounts;
¢ Receive regular monthland quarterly investment results;
Benefit from the Foundationds fiduciary g
procedures;
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Have flexibility in the timing of distributions and withdrawals;

Have managers focused on the concerns and specific issues ielategtérm
institutional investing;

Practice socially responsible invest:i
the Interfaith Center on Corporate Responsibility (ICCR)

How Do WeDecide What is Right foDur Congregation?

There are several isssito consider. A combination of investment services offered by
Church Extension and the Christian Church Foundation may be right for your
congregation.

If the congregation expects to expend the invested funds in a period of five years
or less, an Investemt Note with Church Extension would be most appropriate.

If the congregation is willing to accept some volatility to meet their goal of
receiving a growing steam of income that keeps pace with inflation, the Christian
Church Foundat i onnGsndsBveuwddbe teeypesbchoice o mmo

If the congregation desires to use their investment dollars to help new churches
and provide loans to other churches, Church Extension would be the best place to
invest.

If the congregation has a commitment to its fidugiresponsibility and prudently
delegating investments to avoid the appearance of conflicts of interests, either
Church Extension or Christian Church Foundation would be good choices.

If the congregation wants to invest reserve funds to draw upon oaty in
unforeseen emergency, either Church Extension Investment Notes or the Christian
Church Foundationds Brown Income Fund

If the congregation has permanent/endowment funds and hopes to undergird the

c hur c h 0 dgn penpetuity,Christian Church Foundation would be the
appropriate investment choice.

Need More Information?

Church Extension and Christian Church Foundation staff members are eager to help you
discover the appropriate investment vehicle for youripeongregation and situation.
Simply give us a call.

Church Extension Christian Church Foundation
(800) 2741883 (800) 6688016 (English or Spanish)
En espanol (866) 531949
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APPENDIX

Accountable Reimbursement Plan

Christian Church has establishedaacountable plan to
reimburse its employees for business expeimeesred in behalf of the congregation.

Substantiated expenses are to be reported to the church treasumeregular basis (generall
monthly) andreimbursement will benade. Travel mileage is to be reimbursed at the current IF
allowable rate.

If a cash advance is provided, it must be accounted for andxaegs returned to the church wi
120 days of the expense.

Funds will be set aside eagbar as a separate item in tungregatiots budget. These are not
considered part of ammployeés salary. They are church business expenses.

+++++++++++H

Expenses for reimbursement include, but ardimited to:

Automobile mileage and tolls

Overnight lodging and meals conventions
and assemblies

Continuing Education

Books and periodicals

Other professional expenses
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Remittance Number
| 91-2923-7764 |

PN PENSION FUND OF THE CHRISTIAN CHURCH

( \ (DISCIPLES OF CHRIST)

\ 130 E. WASHINGTON STREET Apr 15,2007 Page 1of 1
™ |INDIANAPOLIS, INDIANA 46204-3659

Pension Plan and Savings Remittance Form

FIRST CHRISTIAN CHURCH Church/Employer # 30064645
SAMPLE CHURCH/EMPLOYER Billing date Apr 15,2007
1234 ANGELIC LN Due date May 01, 2007
INDIANAPOLIS  IN 46237 Last payment amount $ 0.00

Date of last payment

Acct  Account Member Account Last Amount Last Date Amount
Type Number Number Owner Remitted Remitted Due
PPD 8336 900501174  The Reverend Joe Schmo $0.00 $525.00
Monthly compensation: $3,750.00
Paid thru 4/2007
TD 505361 900501174 The Reverend Joe Schmo $0.00 $250.00
e ol e e HOTEE
BA_ = Benshi Accurnuiation Account AMOUNT DUE $775.00

NOTE: If payment is different than total amount due, please make changes above & send a copy with paymen

Please detach and return this portion with your payment

Remittance Number Church/Employer # 30064645
[91-2923-7764 | Due date May 01, 2007
Total due $ 775.00

@ PENSION FUND OF THE CHRISTIAN CHURCH P —l

(317) 634-4504 or (866) 495-7322

FIRST CHRISTIAN CHURCH PENSION FUND OF THE CHRISTIAN CHURCH
SAMPLE CHURCH/EMPLOYER (DISCIPLES OF CHRIST)

1234 ANGELIC LN P.O. BOX 660225

INDIANAPOLIS  IN 46237 INDIANAPOLIS, IN 46266-0225

LI LI G LR LG O | B P8 o PO | POV | Pt B PR O 18 1Y O PO ||
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