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Introduction to these Draft Financial Management Policies

This Draft of the Church Financial Management Policies is prepared in response to the request from the Board on November 30, 2011 that the Executive Team describe the process and systems that, in the ET’s view, should or do exist in our new governing structure to guarantee adherence to the Executive Limitations related to Financial Planning and Budgeting, Financial Conditions and Activities, and Asset Protection. 

These Policies, to the extent we can envision future organizational and process details, are drafted within the context of the new governance structure. It is assumed that the new organizational entities – Board, Executive Team, Council of Chairs, and Committees are in place. 

Some of the organizational and process changes with the new structure have led us to think about a possible realignment of responsibilities assigned to existing Committees. One suggestion that is included in this document is a combination the Administration and Finance Committees into a single body we are calling the Financial Management and Administration Committee. The document provides a summary description of the role of this group and the others involved in the management of the Church. We offer this as a suggestion and realize that it will require thought and discussion as part of the governance and organizational transformation on which we are embarking. It probably should be considered in the context of a general examination of Committee organization and responsibilities. 

The Church has recently received the results of a Financial Practices Audit. There has not been time to study and discuss the changes that will be necessary to address the recommendations of that audit. It is our intent that changes made by the Church as a result of the audit recommendations will be incorporated into this document in the future. However, we did not want to delay submitting our draft document to you until that time. 

Finally, we are submitting this to you in draft form so that you can review it and provide us with your thoughts on the extent to which the document is responsive to your November request and if it is what you were envisioning the ET would provide to the Board in making that request.  

The Executive Team 
Rhoda Chickering, Mara Dowdall, Judith Hinds, Donna Russo-Savage, Emily Seifert, 
Paul Wallace-Brodeur

INTRODUCTION

As members of the Unitarian Church of Montpelier we are in covenant with one another. That covenant is lived out in many ways, including our system of governance, and the use of funds that are donated to the Church. The Board, the Executive Team and the Congregation as a whole agree on how we will spend our financial resources. The Congregation, Church Committees and staff will strive to make financial decisions and use Church resources in ways that are consistent with and furthers the Church Mission: 

We welcome all as we build a loving community to nurture each person’s spiritual journey, serve human need, and protect the earth, our home.

I. OVERSEEING THE FINANCIAL HEALTH OF THE CHURCH 

The Church uses the following structures and committees to oversee and manage the finances of the Church. A brief but not all-inclusive description of roles and responsibilities for each entity follows.

A. Congregation: Approves the annual budget and any expenditure in excess of limits set by the Church bylaws or Board policies. Calls the Minister. 

B. Board: Establishes policies that guide the Executive Team and the Financial Management and Administration Committee. Approves the Annual Budget for submission to the Congregation at the Annual Meeting, and any proposal for extraordinary expenditures not within authority of the Board or Executive Team to make and that must be approved by the Congregation. Based on the recommendation of the Executive Team, hires all staff except for the Minister. Reviews the financial position of the Church at least four times per year.

C. Executive Team: Makes management and financial decisions that are consistent with Board policies and the Mission of the Church. Reviews the financial position of the Church at least bi-monthly. Reviews and recommends the proposed annual budget to the Board.  Makes recommendations to the Board for new staff hires. Approves Church procedures relative to financial management proposed by Church committees.  Approves changes in insurance coverage or carriers based on the recommendation of the Financial Management and Administration Committee. Approves budget adjustments.
D. Financial Management and Administration Committee: Solicits input from Church staff and leaders and prepares a proposed annual budget for consideration by the Executive Team. Manages donations made to the Church. Recommends to the Executive Team needed budget adjustments.  Oversees the investments of the Long Term Invested Fund. Oversees the Church liability and property insurance, and recommends any substantive change in coverage or a change in carriers to the Executive Team. In cooperation with the Administrator oversees the operations of the Church office, its administration and its equipment, and Church financial practices. Addresses any audit findings. Maintains Church financial management policies and recommends changes as necessary to the Executive Team. Solicits Church members to support and assist the Administrator in his/her work. Supervises and trains Church members responsible for counting Church pouch collections. 

E. Stewardship Committee: Fosters the spirit of financial stewardship in the members and friends of the Congregation. Oversees fundraising activities and conducts the annual canvass  With the assistance of the Administrator maintains a system of recording canvass pledges made and pledges received throughout the year, and manages bequests made to the Church.

F. Treasurer: The Treasurer is in charge of all funds of the Church, keeps an account of the funds received by the Church and of all disbursements. The Treasurer reports at the Annual Meeting, and when necessary at special meetings and committee meetings on the financial condition of the Church and its budget. 

G. Auditor: The auditor specified in the Church bylaws examines the Church accounts and includes his or her report in the Church Annual Report.

II. PREPARING AND MONITORING THE ANNUAL BUDGET 

A. BUDGET PREPARATION PROCESS
The Budget preparation process is described in two parts. The first articulates the process that is currently used and that has been used for the past several years. It is expected that this will change as new governance structure evolves and the Board articulates strategic priorities that reflect the goals of the Congregation.

1. Request-based budgeting (current process) 

The Church fiscal year begins July 1, and ends June 30 of the following year. Each December, the Financial Management and Administration Committee asks for staff and committee requests for the budget that will begin the following July, and if new initiatives are proposed, how those initiatives further the Mission of the Church. These are compiled into a proposed budget that is reviewed by the Executive Team along with any issues or recommendations identified by the Financial Management and Administration Committee. The draft budget is used by the Stewardship Committee to guide their canvass goals. Following the completion of the annual canvass, the Executive Team again reviews the budget to align spending with the funds expected from the canvass and other sources of income. In the budget process the Executive Team considers carefully the Church Mission statement and the Church’s commitment to Fair Compensation.  Following approval by the Executive Team and Board, the proposed budget is submitted to the Congregation for adoption at the Annual Meeting. 

2. Priority-based budgeting 

The Board, through its strategic planning process with the Congregation, will establish goals and priorities relating to such areas as program development, capital planning, membership development, staffing and staff development, among others. When established these priorities are reviewed and discussed by the Executive Team. The ET will identify those that can be accomplished (in whole or in part) in the upcoming budget cycle, taking into account those identified by the Board as being of highest priority. 

The Executive Team will develop budget guidance related to one or more of the identified priorities. At the Council of Chairs meeting prior to the beginning of the budget development process, (late fall – early winter), the Board’s priorities and the ET budget guidance and timeframes will be reviewed and discussed, with an aim of identifying ways in which Church committees can collaborate in achieving the identified priorities. In the budget process the Executive Team considers carefully the Church Mission statement, the Board’s priorities, and the Church commitment to Fair Compensation.  

The budget responses from committees and staff are then compiled by the Financial Management and Administration Committee into a proposed budget that is reviewed by the Executive Team along with any issues or recommendations identified by the Financial Management and Administration Committee. The priorities articulated in the draft budget are used by the Stewardship Committee to guide the canvass and canvass goals. 

Following the completion of the annual canvass, the Executive Team again reviews the budget to align spending with the funds expected from the canvass and other sources of income, ensuring that funds are allocated to the extent possible to achieve or advance the priorities established by the Board. Following approval by the Executive Team and Board, the proposed budget is submitted to the Congregation for adoption at the Annual Meeting. 

B. MONITORING 

On a regular basis, but not less than once every other month, the Executive Team reviews the Church’s current financial status to ensure that spending is consistent with the budget. This is done by examining the most recent financial statements which include:

1.
Profit and Loss statement compared to Budget

2.
Capital budget statement

3.
Balance Sheet

4.
Expense statement detail   

Issues are identified and if necessary budget adjustments are made or solutions to budget issues are proposed for consideration by the Executive Team. 

The Board reviews the financial position of the Church at least once in the October - December quarter, the January – March quarter, and the April –June quarter, and following the completion of each budget year. It considers and acts upon any budget recommendations made by the Executive Team.

If there are sufficient Church resources, the Executive Team may authorize additional expenditures in a committee, program or specific line item of the annual Church budget, in an amount not exceeding $5,000. The Executive Team may if necessary authorize reductions in a committee, program or specific line item of the annual Church budget if Church resources are projected to be insufficient to meet expenditures in any Church year.

III. OVERSEEING THE LONG TERM INVESTED FUND 

The Church maintains an endowment fund referred to as the Long Term Invested Fund (LTIF). The LTIF is invested in a stock and bond portfolio managed by the Trust Company of Vermont (TCV). Funds are invested based on investment policies provided TCV by the Church, which are attached. The current fund manager contact is Richard Pearce, Managing Director of the TCV. His contact information is:

Trust Company of Vermont

286 College Street

Burlington Vermont 05401

866-616-0070

802-846-9860

The Treasurer receives the monthly statements from the TCV and is the primary TCV contact for the Church in providing guidance and instruction for the transfer of funds from the LTIF to the Church operating funds. 

The Financial Management and Administration Committee meets periodically with Mr. Pearce and reviews the financial performance of the Church portfolio, provides guidance on investment policies, discusses the status of the socially responsible investing desired by the Church, and reviews the Investment Management Review/Outlook provided by TCV.

Each year a portion of the LTIF is used to support ongoing Church activities in the budget. Withdrawals are limited by the Church bylaws to 5% of the portfolio value annually based on the LTIF value as of the previous January. However, the current policy is to only transfer 4%, and all of it is transferred to the Capital Fund. 


No amount may be transferred from the LTIF without approval of two-thirds of the votes cast if the total amount transferred in a single year would exceed five percent of the fund balance on the preceding January 1.

IV. ENSURING THAT THE CHURCH IS PROPERLY INSURED   

It is the responsibility of the Financial Management and Administration Committee to ensure that Church property is insured at appropriate loss values and that appropriate bonding is obtained for individuals involved in the expenditure of funds and book-keeping for the Church.

The Church has a comprehensive property and liability insurance policy. The current agent is DRB Insurance of Montpelier. The contact is:

Lorna Doney

Commercial Accounts Manager

Denis, Ricker & Brown, Inc. 
2 Pioneer Street
PO Box 565
Montpelier, VT 05602

(802) 229-0563 Ex.1438

The policy is to review coverage with the agent in an in-person meeting at least every two years. In addition at least every five years coverage options and costs available through other carriers should be reviewed based on proposals solicited from those carriers.

Annually the Church is asked to sign off on an estimate of the current Church value in order to establish coverage limits.   

The Church policy (2012) has the following coverages:

Blanket Building and Property: $2,718,000 ($36,000 of which is property). 

Liability: $2,000,000 per occurrence; $4,000,000 aggregate; 

Medical: $5,000 per person 


Directors Liability: $2,000,000; $1,000 deductible.


Professional Counseling Liability: $2,000,000 per case, $4,000,000 annual aggregate


Bond: $50,000; $500 deductible. 


Workers Compensation: provided through Technology Insurance (rate based on payroll)   
V. MANAGING CHURCH FUNDS

All Church bank accounts are currently (2012) at the Northfield Savings Bank, except the Long Term Invested Fund, which is managed by the Trust Company of Vermont. The money in the Church accounts is assigned to various funds based on actions of the Congregation or Church committees. Balances in each account are identified through the Church accounting system.  

A. Major Church Funds

General Fund: This fund is used to support the ongoing operations of the Church, including staff compensation, administrative costs, program and committee expenses, and dues in support of the UUA and District. Expenditures may be made from the General Fund as authorized by the Congregation, as authorized by the annual budget, and as authorized by the Executive Team or Board in any amount not exceeding $5000.00.  

Endowment (Long Term Invested Fund): The Church endowment is made up of invested funds managed by a professional investment management firm. Gifts of cash or securities can be designated to go to the endowment. The Church can use up to 5% of the endowment each year to support the annual operations of the Church. Currently they are used to support the Capital Fund, based on the understanding that 5% represents the average projected growth of assets invested in the market. 

The policy of the Executive Team is to allocate the annual withdrawal from the LTIF to the Capital Fund. This is currently limited to 4% of the LTIF portfolio value due to volatility and weakness in investment market growth. Some analysts are suggesting that long term investment growth on the order of 3% may be the norm, so the possibility of a downward revision in the withdrawal policy should be regularly reviewed by the Financial Management and Administration Committee, with any recommendations for changes being made to the Executive Team. 

Capital Fund: This is used to maintain the Church building and major pieces of equipment in the building.  To simplify accounting, routine building maintenance expenditures paid from the General Fund are now listed under the Capital Fund. The annual withdrawal from the LTIF is placed in the Capital Fund, and is supplemented by an annual contribution from the General Fund. Expenditures may be made from the Capital Fund as authorized by the congregation, as authorized by the annual budget, as authorized by the Executive Team or Board in any amount not exceeding $5,000.00, and as authorized by the Chair of the Property Committee in any amount not exceeding $1,000.00 per project and $2,000.00 per year.  

B. Special Funds

These funds are: 

Flower Fund: Used to ensure there are flowers as part of the Sunday Church service.

Care Funds: One fund is used to assist members and friends of the Church in time of need. The other is used to assist individuals in the larger community who are in need and come to the attention of the Minister.

Social Responsibility Fund: Funds are used to support the Church’s ministry in the larger community.

Music Fund: Supports and enhances the music ministry of the Church.

Religious Education Fund: Supports and enhances the religious education program for the children and youth of the Church.

C. Financial Management Practices

The following describes the current financial practices employed by the Church Administrator and the Financial Management and Administration Committee with respect to Church funds. 

1. Financial Institution 

All Church bank accounts are currently (2012) at the Northfield Savings Bank.

2. Budget 

Following the adoption of a Church budget at the Annual Meeting in May, and no later than June 15th, the Administrator enters the new budget in QuickBooks.  

During the year, the Administrator periodically informs committee chairs and staff members of their remaining budget balances as needed.  He/she monitors expenditures and informs appropriate chairs and staff of any line items that are at risk of exceeding the budgeted amount or are of concern for other reasons. 

3. Pledges 

At the beginning of the pledge drive (“canvass”), the Administrator provides the chair of the Stewardship Committee with up-to-date name and address information as requested, as well as any needed address labels or other materials for the pledge drive.

During the pledge drive, the chair of the Stewardship Committee e-mails the names of the next year’s pledgers and the amounts of their pledges to the Church Administrator.  By the end of the pledge drive, the complete list must be transmitted to the Administrator.  Any “late” pledges that come in after the official end of the drive are also sent to the Administrator on an ongoing basis.  The pledge list is considered final once a budget is adopted at the Annual Meeting in May.

A spreadsheet of names and amounts is created in alphabetical order by last name.  For those couples who pledge together with differing last names, the last name that is first in alphabetical order is the “lead” name.  Pledging couples who prefer to pledge separately are listed separately in alphabetical order.

By June 1st, a working pledge spreadsheet is created by the Administrator and is also kept at an off-site location by the Stewardship Chair to endure that there is a back-up spreadsheet and to allow cross-checking of pledge amounts.

Weekly, or periodic, pledges are recorded on the spreadsheet throughout the Church year.

The Administrator mails quarterly reminders to pledgers in October, January, April and the end of May.  Reminders are sent only to those who have not completed their pledge after the given quarter.  Reminders are not sent to people who have fully paid their pledge, who pay their pledges electronically, who have withdrawn their pledge, or who have asked not to be sent notices.

By January 31st, statements of yearly contributions are sent to everyone who has made an identified contribution of $100 or more to the Church for the previous year.  This notice is made voluntarily by the Church as it is not required by law.  

The Administrator maintains confidentiality with respect to pledge records. The Administrator does not provide pledge information to other than the Chair or Co-chair of the Stewardship Committee. Only the Administrator, Chair or Co-chair of the Stewardship Committee has access to Pledge files.

4. Payroll 

Annually or as needed, the Administrator provides W-4 forms to employees for them to file their exemption information.  

At the beginning of each new fiscal year, the Administrator calculates withholding amounts for each employee.  The salary and deductions for each pay period are entered in QuickBooks.  

Payroll checks are produced and issued for each pay period (most are semi-monthly).  For employees who choose electronic transfer of their paycheck into their bank account, the Administrator obtains an Electronic Transfer Form from the bank; the employee completes it and the Administrator files it with the bank.  This form must be filed at least 10 days before such a choice can be implemented, and/or before any change in the procedure (for example by July 15th for fiscal year changes).

Each month, payroll liabilities (taxes, Social Security, and others) are calculated.  A deposit is prepared for the Church’s Federal tax obligations account at NSB.  Non-tax liabilities are processed as necessary; for example, payroll deductions for health insurance, wage garnishments, or others as recorded in QuickBooks.

A Church volunteer (currently in 2012 Rob Chickering) takes the Federal tax deposit to the bank and files the receipt.  The Administrator provides this volunteer with the quarterly reports needed to file Federal Form 941 (due by the end of the month following the reporting quarter) and the corresponding State form (due by the 22nd of the month following the reporting quarter) on behalf of the Church.  At the end of each calendar year, the same volunteer prepares W-2 and W-3 forms based on the Administrator’s reports.  

6. Accounts Payable

Bills may arrive monthly, quarterly, or occasionally.  All bills should be identified as to purpose and budget account number.  If this information is not on the bill, a completed Expense Form should be attached to the bill. All bills are collected in one place.

Bills are paid weekly.  Before issuing a check, the bill’s source and accuracy are reviewed, the appropriate budget account number is determined, and the appropriate payment date is determined. 

Once the check is written, the bottom copy is detached and saved as a receipt for the file. On the bill, invoice, or Expense Form, the assistant writes the date of payment, “paid in full,” the check number, the amount of the check, and then initials it for auditing purposes. The receipt is filed in the lower right-hand drawer of the assistant’s desk in a monthly folder. Personnel currently (2012) familiar with check-writing software are the Administrator, John Poeton, Deb Robinson, and Ted Allen.  Checks may also be written manually if necessary.

For problem bills, the bill source is contacted for an explanation.
7. Check Signing Authority 

Check signing authority is determined by the Executive Team.  Designated signers must be on the signature card at the bank.  Checks over $1,000 require two signatures. The Administrator is not an authorized signer.

8. Reporting 

The Administrator prepares an annual report for the congregational Annual Report by May 1st of each year.  In addition, he/she prepares the space use/rental report to the ET twice a year in conjunction with the required Financial Management and Administration Committee report. 
9. Recordkeeping

Finance records are kept in physical and/or electronic form, with off-site backups.  The Financial Management and Administration Committee determines how long the various types of records should be kept within any Church record retention policy. Invoices and check stubs for the current year and six months prior are kept in the Administrator’s office. A notebook with deposit slips, worksheets for the weekly deposit, and copies of deposited checks is retained in the Administrator’s office and a copy is kept off-site by a member of the Financial Management and Administration Committee. Computer files are backed-up weekly with off-site back-ups.
10. Collection deposits

The Financial Management and Administration Committee is responsible for recruiting, assigning and overseeing Church members to count Sunday collections and funds received as a result of fund raising activities (Holiday Fair, Auction etc.) A minimum of two counters are assigned for each Sunday or fundraising event.  If any counters are not able to count on an assigned Sunday, they have responsibility for switching with another counter or finding a substitute from among available counters. As a rule, funds are placed in the Northfield Savings Bank night depository as soon as possible following the completion and recording of the count. 

D. Cash Flow Reserve

A process has been established to make sure that the Church has sufficient money in its accounts at the end of the Church year to cover Church expenses during the summer, when pledge and other income are traditionally at the low point of the year. In the past, the Long Term Invested Fund has been drawn on to cover these expenses, but this fund is now being used for Capital rather than general operating expenses. It is current policy to use a combination of pre-paid pledges, income received in July and August, and $20,000 in earmarked cash available in the Church accounts to cover summer expenses (primarily payroll).
E. Check Signing and Electronic Banking Access
The Church Treasurer has authority to sign checks and access the Church records via the bank’s electronic banking system. The Executive Team is responsible for granting other Church Members these privileges.

F. Donations to the Church 

1. Sunday Pouch and “Community Pouch”

Donations received as checks in the Sunday pouch are placed in the Church General Fund and are used to support the ongoing operations of the Church. Cash donations received in the Sunday pouch are divided between the Church and the organization(s) designated by the Social Responsibility Committee (SRC) to receive a portion of the cash donations each month. Church attendees wishing to support the Community Pouch via check are asked to write “Community Pouch” on the memo line on the check and place it in the Pouch. The full amount of such a check will go to the SRC designated group(s). 

2. Donation Guidelines

Members or friends of the Church who wish to make a donation to the General Fund, Capital Fund, Endowment or one of the other special funds listed above should make a check payable to the Unitarian Church of Montpelier, with the fund designated on the memo line if it is intended that the donation be for a special fund. 

The following are the guidelines in the disposition of these donations:

a.
Donations to one of the special funds listed above will be used to support the specific ministry associated with that fund.

b. The Church can not accept donations for the following purposes:
· Donations directed to the salary of a staff person, a salary increase or an increase in hours of employment. 
· Donations made to the Church with the intent that the Church pass though the donation to another organization that is either not a charitable organization, or is not associated with a program of the Church.

c.
If as part of the donation, a request is also made to set up a new special fund, this would be done only with approval of the Financial Management and Administration Committee and the Executive Team.

d.
It may also be difficult to accept some funds donated for a prescribed purpose. If the Financial Management and Administration Committee believes it will be unable to manage the donated funds within the financial management practices of the Church and also meet the wishes of the donor, the donation may regretfully have to be returned to the donor. If there are questions, they can be addressed to the Chair of the Financial Management and Administration Committee.  

3. Donations to the Church and IRS Charitable deductions  

The following is some general information on what is allowed as a charitable deduction for tax purposes. Donors are always encouraged to check with their tax accountant about their specific issues. Volunteer time is not allowed as a charitable deduction. Mileage for travel related to volunteer time is deductible at a rate set by the IRS. Contributions of clothing and household items that are in good used condition or better are allowed at fair market value. Household items include: furniture, furnishings, electronics, appliances, linens, and similar items. Items that cannot be claimed include: food, paintings, antiques, and other art objects, jewelry, gems, or collections. The determination of fair market value is the responsibility of the donor. Therefore, the Church does not provide documentation to donors for the value of donated items. 

4. Year End Donations

IRS rules for charitable donations provide that charitable donations may be claimed for the year that they are delivered to the Church. Delivered means the date the Church receives the donation, not the date written on the check. However, if a donation is made by check and is sent by mail, the date that can be used is the date of the postmark. 

For example, if a donation by check is received by the Church in January of 2013 with a December 2012 date, it will count as a tax exempt donation for the tax year that begins in January 2013. Consequently, it will not be included in the annual statement of contributions mailed to donors for the year that ends in December 2012. The exception is if the check was mailed with a postmark of December 2012.




