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 MONITORING REPORT:   FINANCIAL 

Executive Limitations Policies #3 

From Board Policy document dated 11/27/2016 
 

January 2022 

EL #3:  FINANCIAL PLANNING AND BUDGETING 

 

Budgeting for any fiscal year or the remaining part of any fiscal year shall comply with the 

Board’s Ends priorities, not risk fiscal jeopardy, and be derived from a plan of at least three 

(3) years. 

The ET interpretation for this policy: 

 Budgets will include items which are in compliance with the Board’s Ends priorities.  

 We will plan our budgets so that expenses are less than or equal to income for each fiscal 

year.  

 We will develop a multi-year budget that covers the current fiscal year plus two 

additional fiscal years and which includes projections for future income and expenses.  

 

The annual budget presented to the board in April is based on the 3 year multi-year budget 

presented to the board in January each year. The budget funds programs and activities which 

support the annual vision of ministry from the strategic plan. The ET uses conservative 

estimates and projections of income. 

 

For actual results of FY 21/22 as of December 31, 2021, please refer to our report on EL 4. 

Accordingly, the Executive Team shall develop a budget that, at a minimum: 

1. Contains enough detail to enable reasonably accurate projection of revenues and 

expenses, separation of capital and operational items, cash flow, and disclosure of 

planning assumptions. 

We report compliance. The multi-year and annual budget documents contain line items 

describing in detail categories of income and expenses. Previous year budget, current 

reality and historical trend information are included. For the annual budget in April, the 

ET uses actual pledge drive results to project income available for the upcoming year.  

A comments column is included where the ET makes notes on assumptions, trends and 

ideas as needed to explain the numbers in the budget. We include details such as health 

insurance trends and staffing plan strategies (when applicable) in the multi-year budget 

document which may also provide additional information on planning assumptions.   

Both budgets include a separate worksheet for capital expenditure budgets. 

   

2. In any fiscal year, plans for spending that is equal to or lower than projected 

available funds.  

 We report compliance for the budget for FY 21/22. In addition to our annual pledge 

fund drive, we held a supplemental drive in October 2021 that raised an additional 

$42K which resulted in sufficient income to allow us to project a balanced budget for 

FY 21/22.  
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 For the multi-year budget, we report compliance for FY 22/23 but non-compliance for 

FY 23/24 and onward. Because of challenges posed by the pandemic, we built a budget 

for FY 22/23 that pulls from our general reserves in order to balance the expenses with 

expected income. The pandemic continues to impact membership growth efforts, 

programming options and rental income opportunities. We recognize that using 

reserves is not sustainable, however, we also recognize that we need adequate staff 

funding so that we have the resources available to continue our efforts to reconnect, 

rebound, redevelop and renew our congregational life.  

 

 We believe we can afford to do this due to the level of reserve funds which we have 

available. Our general reserve balance as of 12/29/21 is $53K and we also have about 

$50K available from the PPP loan funds after we pay off remaining kitchen expenses.  

  

 In future years, we have presented the annual budgets showing deficits, rather than fill 

the deficits from reserves. We are doing this to make it easier to visualize long term 

strategic concerns around the income challenges of future years. We hope that 

congregational renewal and growth will generate stronger pledge income in those 

future years, but we cannot be certain at this time, especially given the ongoing 

challenges of the pandemic. In addition, we cannot assume continued use of reserves as 

an ongoing solution. The board and ET should work together to create additional 

strategies for increasing income to support our mission.  

 

 The usual process for the ET is to provide a multi-year budget and annual budget which 

use conservative projections for income. We develop those projections based on 

detailed knowledge of our pledge history and situation of current pledgers. For the 

annual budget presented to the board in April, we use actual results from the pledge 

drive to project income. We plan our expenditures so that the total does not exceed the 

projected income we use for the budget presented in April. The annual operating 

budgets are presented with income and expenses roughly equal, or where the income 

exceeds projected expenses.  

 

The ET will adjust the annual budget to accommodate new circumstances which may 

arise during the year. The “new reality” budget for FY 21/22 describes our projected 

income and expenses for the remainder of the fiscal year as of December 31, 2021. 

 

3. Is based on the pledge income trend, year over year, for the prior three years. 

 We report compliance. The ET uses the trend of the past 3 years, along with other 

information about individual donors, in consultation with the data manager of the 

stewardship team, to project pledge income for the multi-year budget. For the annual budget 

in April, we adjust our pledge income projection to reflect actual pledge drive results. 

 

 For the multi-year budget presented in January 2022, we are projecting small pledge income 

increases for the next 3 years anticipating fewer challenges with the pandemic and renewed 

church activity levels. Overall, membership growth continues to be flat or show reductions in 

voting membership. Many key donors are over 80 years of age, so even with good 

membership growth, we do not expect large increases in income growth. Many of these older 
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donors are also our top donors, so the loss of several members from this group in any fiscal 

year could mean a drop in pledge income. Of course, the impact of the pandemic on future 

income is unknown.  

4. Provides expected case, worst case and best-case scenarios, taking into account the 

membership growth and/or shrinkage trend of the previous three years. 

 Our best case scenario would be if we meet our pledge goal for FY 22/23. 

The ET is meeting with the Stewardship Team in early January to set the goal 

which will be higher than the pledge total used to prepare the multi-year 

budget. Please note pledge income goal includes both traditional pledges and 

donor advised fund donation pledges, which are tracked separately.  

o We have not identified any need for new staff positions for FY 22/23 

o If we meet or exceed our goal for FY 22/23, our first priority will be 

to reduce the amount we pull from reserves to cover expenses.  

o For FY 22/23, we plan to apply half of the UUA compensation 

office’s recommendation for salary increases for staff members. UUA 

recommends 3% for most positions, with support and admin positions 

increased at 4%. We will apply a 1.5% increase for most positions and 

a 2% increase for admin and support positions. We do not yet have 

individual position salary recommendations from the UUA so actual 

salary changes by individual job will not be calculated until we 

receive those recommendations in mid-January.   

o If we meet or exceed the pledge drive goal, we are unlikely to increase 

the salary percentages since our priority is to minimize use of our 

reserves.  

o We had hoped to use some PPP loan funds to replenish designated 

reserves, but that may not be possible.  

 Our expected case scenario is based on our actual pledge drive results.  

o For FY 21/22, we use our new reality budget which uses the actual 

pledges in the Church Windows database plus donor advised fund 

donations on file, net shrinkage, or $474,567. We adjust for trends in 

expenses, staffing changes and other variables which have occurred 

since the budget was approved in May 2021.  

o Pledges and DAFS pledges are lower than the best case scenario.  

o Due to pandemic challenges and concerns, the Auction will not be 

held be in April 2022. Instead, we will try to hold one in Fall 2022. 

Anticipated income will be included and split between FY 22/23 and 

FY 23/24. 

o When we finalize the budget for FY 22/23 at the annual meeting, we 

will use actual pledges plus donor advised fund commitments on file 

at the end of the pledge drive to project pledge income. This is 

available for the annual budget presented to the board in April.  

 Our worst case scenario is used in our multi-year budget pledge income 

projections.   
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o We use our worst case projection to build the multi-year budget for 3 years 

into the future. Those projections take into consideration past year’s income 

trends and information on the status of major donors. For example, we have 

many members over the age of 80 and, of those, many are major donors. The 

projected pledge income in future years does not anticipate major growth, 

even though our church has had increased social media presence and regular 

visits from newcomers (online and in the building).  

o We propose salary increases in FY 22/23 based on UUA guidelines, however, 

we may adjust downward depending on actual pledge income after the pledge 

drive is complete.  

5. Provides for total employee and personnel costs that are below 70% of the annual 

budget. These costs include: salary (all full-time, part-time and contract employees), 

housing, health insurance, life insurance, disability insurance, pension, employer 

FICA/SECA, professional expenses, overtime and custodial fees, and payroll services. 

We report partial compliance. As of 12/31/21, our percentage was 64.6% in the new                 

reality budget for FY21/22 and also for FY 22/23. For the multi-year budget, future years 

exceed 70%.  

 

Over the next year or two, the ET would like to recommend that the Board raise the 70% 

maximum staff expense percentage to 75%.   

o Considering the increases in benefit costs projected, staff expenses need a larger 

share of the budget in order to continue to provide fair compensation to our staff.  

o Salaries are increasing in general, and the labor market requires us to offer higher 

compensation. We experienced this when hiring an evening custodian which took 3 

months to accomplish. We had to increase our hourly rate to make our position 

more attractive to potential candidates.   

o Less availability of volunteers for office and facility needs means greater use of 

paid staff to keep up with critical functions.  

o The 70% rule was initially set because staff expenses were impacting funds 

available to properly care for the building. The building has since had many 

improvements and we have established the Maintenance Endowment $500K which 

generates income we can accrue toward capital projects.  

o It is also helpful to note that multi-platform worship adds additional staffing 

requirements that did not exist prior to the pandemic. In the past, we could rely on a 

volunteer to do a simple video of worship to post in a video archive on YouTube, 

but livestreaming and pre-recording worship requires a greater skill level and 

commitment than volunteers can support. In order to provide a meaningful, quality 

virtual experience that integrates with worship in the sanctuary, we need skilled AV 

staff. The continuing challenge of the pandemic, including emerging variants, 

means this type of support is a long term need.  

6. Recognizes the importance of funding reserves and work on long term plans to reach 
ideal funding levels. Building reserve funding will be no less than 3% of total income 
per year and will increase in each budget year until funding is equal to reserve 
calculation requirements.  
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We report non-compliance in the budget for FY 21/22.  

 

Based on the Strategic Planning Committee Building Reserve Calculation from 2015, our 

goal is to add $50,000 per year to the capital expenditure reserve to keep up with anticipated 

capital needs. This is not possible to do strictly from current operating income. The board 

minimum policy amount of 3% of income for FY 21/22 is $23,092. 

 

The board has also created a Maintenance Endowment of $500,000. Each year, the ET moves 

4% of the average value of the fund toward the maintenance reserve. We moved $20,000 

(4%) into the maintenance and capital reserve in June 2021. Our budget for FY 21/22 we will 

move $21,864.  

 

Our Capital Maintenance Reserve fund (QB2165) is valued at $63,981 as of 12/31/2021. The 

ET views increasing the funding for this line item as a high priority. In years when we had 

projected a surplus at the end of the year, we allocated most of that surplus to the Capital and 

Maintenance Reserve. Below is a list of contributions over past several years.  

 

FY 15/16  $31,362 

FY 16/17  $44,537  

FY 17/18  $24,064 

FY 18/19  $46,654 

FY 19/20  $19,400 

FY 20/21  $0 

These additional, end of year contributions can’t be budgeted, but help us keep funds flowing 

into the reserve when surplus is available.  

 

This past fall, the ET had planned to allocate $10,000 to the Capital Maintenance Reserve 

(QB2165) from the PPP loan funds, however, we plan instead to use funds from the PPP loan 

funds to cover operating expenses in FY 22/23. See discussion under budget highlights with 

the multi-year budget for more information.  

7. Includes funding of Board of Trustees liability insurance and provides at least 
$750 in support of GP#6, Cost of Governance. 

We report compliance. The line item for FY 21/22 through the multi-year budget to FY 23/24     
has this line item funded at $750.00.  
 

8. Presents separate annual and multi-year capital expenditure budget plans and the 

means to pay for them. 

We report partial compliance since we have separate budgets for operating and capital    

expenditures but for future years, we have not identified all means to pay for them. The 

Capital and Maintenance Expenditures planned for the next 3 years are noted on a 

separate tab in the multi-year budget document. The capital expenditure plan provides 

information on funding for some of the projects, as well as information about each 

project, project owner and schedule. Funding sources and timing are dependent on: 

 Operating Income and expenses each year determine level of funding available to 
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replenish the Maintenance and Capital Expenditure Reserve. (current value = 

$63,981)  

 Many of the projects which indicate TBD for a funding source would likely be 

funded from the Capital Expenditure Reserve.  

 If projects identified on the list suddenly become urgent, we would fund from the 

Capital Expenditure reserve and other, less urgent projects would be delayed to a 

future year.  

 Keep in mind that some projects listed are often deferred to a future year. For 

example, roof over old RE wing is near the end of its useful life, but has no current 

leaks and may not actually need replacement for a couple of years. We have budget 

approved for repair so that we can act quickly if the issue becomes urgent.  

 We have one project in FY21/22 that we are working on now, upgrading our 

security camera system and we have funds to cover that expense, depending on the 

vendor bids and number of cameras we upgrade or add. We have just started 

obtaining bids. Otherwise, we do not plan to do other projects unless urgent. For FY 

22/23, capital items we might do include office flooring, a roof and another HVAC 

unit.  

 

9. Contains a plan of action and/or process to sufficiently fund reserves that cover: 

a. Expected ministerial sabbatical expenses as determined by ministerial 

agreements; 

We report compliance. Our Sabbatical reserve balance is $3,203. Sabbaticals 

generally occur for music directors, ministers and RE directors every 5 years or so. 

Our DRE had a sabbatical in spring 2018 so is eligible in FY 22/23 for a 

sabbatical. Our music director started in October 2020 so will not be eligible for a 

sabbatical until 2025, and our minister started in August 2021 and will not be 

eligible for a sabbatical until 2026.  

 

b. Future ministerial search processes; 

We report partial compliance. Current value of the search reserve is $1,202. A full search 

and relocation funding requirement is around $15,000, but could be more depending on 

relocation and travel expenses. In addition, we use the search reserve for other staff 

search expenses, such as want ads and employee background checks. We had hoped to be 

able to add $5,000 to the reserve from PPP loan funds, but we now project needing those 

funds for operating expenses in FY 22/23. The ET recognizes that this is an important 

reserve, however, with the recent hire of a new minister, we do not expect a ministerial 

search in the near future.  

c. Significant loss of rental income; 

We report partial compliance. EEC is currently under a 3 year lease through FY 22/23. If 

EEC plans to close or move out of our building we will immediately begin a search for a 

new daycare tenant or explore other rental options.  

The current value of the income loss reserve is $15,051.  

The current balance is less than 3 month’s rent, and our ideal goal would be to have 5 or 
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6 months of rent (at $10,000 per month) in the fund to mitigate the immediate impact to 

our budget if EEC were to close.  

d. Other future liabilities or financial risks as identified by the board. 

No future liabilities identified at this time.  

10. Provides 100% funding of JPD and UUA dues. 

We report compliance. JPD is now known as CERG. The ET recommends that the wording of 

this limitation be updated to reflect the new name.   

The UUA determines dues based on operating budget expenses, not number of members. For 

FY 21/22 and the multi-year budget, we budget to fund at 100%. UUA requires 6.75% of the 

adjusted budget amount, but will not increase faster than 10% per year over the previous year.  

11. Provides for shrinkage of pledge income within reasonable historical limits. 

We report compliance. We use 6% as our assumed shrinkage rate for all fiscal years. 

 

 

Respectfully submitted by the Executive Team,   

Rev. Dr. Larry Peers 

Marina VanRenssen   

Dale Stratton 

Linda Sanders 

 


