Mercer Island Presbyterian Church

Ministry and Budget Task Force
 Report to Session - September 2009

The Ministry and Budget Task Force held its first meeting on April 14, 2009, and completed its assignment in September 2009.  This report summarizes its findings and recommendations and is supplemented by the following attachments:

· A - the “charge” to the Task Force
· B - Summary work and resources
· C - Detailed findings
· D - Task Force members
We are thankful for having had this opportunity to serve the Session and the MIPC Congregation as members of the Ministry and Budget Task force.  Each of us felt a calling to this work, and at our first meeting we honored the One who called us by dedicating ourselves and our work to Christ.  

While we have focused on the areas in need of improvement, the Task Force was very mindful of the abundance at MIPC, the dedication and energy among the clergy, staff, and members, and the wealth of ministries and programs we sponsor.  We also recognize the leadership position we, and our Pastors, play in the Mercer Island (MI) community and the extra demand on our resources that comes with that position. 

When we began our work together we knew that the scope of our Task Force was broad and our timeline ambitious.  We have worked earnestly together over the past few months with the goal of completing our mandate, but in the end have realized that to implement this important work, there will need to be others who continue what we have begun.
It is important to coordinate our recommendations and future actions with other committees (i.e. Personnel, Stewardship, Finance, Worship, etc.) and members of the congregation.  We recognize the importance of their judgment and responsibility in these areas and respect their involvement as the discussion continues. 

The recommendations of the Task Force are as follows:
Broad Findings and General Recommendations
MIPC’s chronic budget stress is symptomatic of a number of things, including the present economic recession, which has heightened the problem.  Nevertheless, the Task Force feels that there is a “disconnect” between the aspirations/expectations of the staff and congregation (in terms of mission and programs) and the level of financial support historically given to fully fund, administer and support those expectations.  This situation manifests itself in overworked clergy, staff, and key volunteers, who are continually driven to address ideas and requests for enhanced programs and services, while at the same time supporting all prior and current services.  Contributing to our situation is that MIPC, compared to eight other churches in the Presbytery that we polled, has the lowest average attendance at worship (as a % of members) and below average pledge per member among that same group.
Broadly, the Task Force found that our current financial situation is not sustainable, our aspirations and expectations are not well matched with our resources, and we rely primarily on staff-driven (mostly paid) rather than lay-driven (mostly unpaid) individuals for leadership and hands-on work.  We see our role in the wider community as one of reaching out to children and students with programs not limited to MIPC church families, providing substantial pastoral care beyond the church family, and offering the use of our facility widely for non-church events.  These activities add to the expectations and burden on staff and finances.
Our recommendations are structured to lay out a path for the congregation as a whole to confront the present situation and move forward toward re-establishing a healthy balance between our finances and the aspirations/expectations which help form our congregational identity.  We see the following elements as part of that path:

· Evaluate MIPC’s present “culture” by facilitating an extensive process of communication with and participation by the congregation
· Establish a “common vision” – whom is it that the Congregation wants to be?
· Renew our 3-5 year strategic plan
· Evaluate and plan for structural efficiencies and processes
· Value of three worship services, instead of two
· Co-Pastor model

· Programs

· Evaluate and plan for administrative responsibilities
· Reaffirm the importance and priority of pastoral care
· Assess the balance between part-time vs. full-time positions

· Evaluate the adequacy of administrative support for clergy, staff and lay members

· Increase the breadth, involvement and commitment of the congregation through

· Increased worship attendance

· Increased lay leadership and participation
· More effectively appealing to non-members and inactives

· Establish and maintain a healthy financial position
· Change the stewardship culture to emphasize giving as a part of spiritual growth

· Evaluate the use of annual pledges compared to other stewardship models 

· Decrease spending as a % of contributions to provide for less stress related to the annual budget

· Consider how to best pay for and provide for the needs of inactive members and the broader MI community

· Change procedures and allocate funding to be able to meet the yearly requirement for an independent financial review specified by the Presbyterian Book of Order

The Task Force discussed each of these categories in some depth, and decided that to deal with each one separately would not adequately address the overall problem we face.  We feel strongly that to include all these factors in a broad context may help us to create a needed change in the mindset and culture of our congregation.

Further, we believe that to engage the congregation in owning and understanding our challenges, a strategic approach must be developed and communicated. A participatory process will facilitate congregational ownership through increased understanding of the financial situation, dialogue on possible changes in our culture and on the future direction for our church. This process should begin early in 2010 and support a new strategic plan for the church. The use of an outside consultant to help with the process of congregational participation in renewal and development of the strategic plan should be considered.
We recommend that Session appoint a committee to complete this process, commencing with a timeline and communication plan.  
Other Recommendations
No more short-term reductions in budget and personnel are recommended at this time.  The reductions that have been made to date and the pledge revenue through July appear to be sufficient to give us enough time to deal with the broader issues.  The Stewardship Committee is planning for the upcoming 2010 Stewardship Campaign to conclude before Thanksgiving, which will give us a good measure of the need, if any, for more reductions prior to 1/1/10.     

Staff Workload and Compensation.  A time study revealed that the hours worked by Pastors far exceed expectations.  Further, we learned that the time spent by our Pastors “ministering” to active and inactive members and to others in the MI community was greater than we knew.  Pastoral care is clearly a priority, and the administrative needs of the church must be better balanced with this fact.  This should be an element of the “balance” discussed in the broad findings above.  We recommend the following:

· The salary reductions and 30% reduction in program money that were put into place by Session to balance this year’s budget are temporary solutions which are not sustainable.  This is exacerbated by the general lack of staff pay raises over the last 3 years.  With oversight by the Finance Committee, salaries for 2010 should be re-evaluated against market levels and reinstated to prior levels as appropriate, even if it means reducing program elements to shrink our commitments overall.
· The Pastors and staff are encouraged to develop plans to adjust or reduce programs and services to better match available resources (exhaustion is not expected nor should it be tolerated).
· Within the short-term limitations of staff and resources, priority should be directed toward unaddressed elements of the strategic plan, i.e., lay leadership development, development of and movement toward a common vision among the congregation, etc.
Contingency Funding.  Beginning with the budget for 2010, begin to re-establish the Contingency Fund to reach 10% of the budget (approx $150,000) in 4 years.  Over time this funding should be allocated between:
· a contingency fund (temporary buffer for cash flow shortages and emergencies) 
· an operations reserve (funds for upgrading and replacements related to the building and grounds) 
The Task Force recognizes the occasional need to borrow from contingency funds during the year to fund temporary cash flow needs, but that should be closely monitored and managed by the Finance Committee.

Designated and Restricted Funds.  Establish separate bank accounts for each of two designated funds:  Memorial Garden and Pastoral Housing.  These funds will be administered by the Memorial Garden Board and the Personnel Committee respectively, with periodic monitoring and reporting by the Finance Committee.  We recommend that other designated funds (gifts and memorials, organ, designated repairs, etc.) continue to be managed using restricted fund accounting (using generally accepted accounting principles), but without separate bank accounts.  

The practice of temporarily using designated funds to fund cash flow shortages should be discontinued as soon as possible and procedures instituted to ensure that those funds are not comingled with day-to-day operating funds.  It is our understanding that amounts “borrowed” from those funds in the past have been restored, so this is an administrative function that does not require any new funding. 

Number of Ordained Clergy and Co-Pastor Model.  After a great deal of discussion, the Task Force believes that that MIPC benefits from having 4 full-time pastors, based on the current level of programming.   No changes are recommended at this time.  The Co-Pastor staffing model should be re-evaluated through the strategic planning process outlined above.
Attachment A  -  Purpose of the Task Force 

Purpose: To analyze the financial and budget support for the ministries of MIPC (defined by the Planning Task Force), and to make recommendations to session concerning MIPC finances, budget, ministry, staffing, and congregational giving based on that analysis.

Goal: To appropriately match the ministries of the church with the financial support for those ministries in order to create a strong constantly healthy financial situation at MIPC in support of the ministries and vision that God calls us to in our service to Jesus Christ. 

Issues to be addressed will include but not be limited to the following:

1. What would be the components of a healthy financial situation for the church? What would be the components of a healthy annual budget? Is MIPC’s financial situation healthy? How could MIPC’s long term financial & budget situation be improved? What actions should be taken to make those improvements? 
2. Is our current staffing level appropriate for our congregation’s needs, expectations, vision and size of congregation? Are our clergy chronically overworked? Is our level of support staff appropriate? Is our clergy staffing model too expensive (including the Co-Senior Pastor model and having 4 clergy on staff)?
3. What are the congregation’s expectations for the life and ministries of the church? Are these expectations reasonable for the level of staffing and funding?
4. What is the level of lay leadership and lay participation in support of the expectations and priorities of the church? Is the level of lay participation reasonable compared to the level of expectation?

5. What are the giving components of our church finances? What percentage of our budget is supported by major donors? What are the age demographics of our donors? From giving patterns, what portion of our congregation prefers that some of their giving be designated? 
6. What is the level of financial giving by our congregation in support of the budget of the church? What is the estimated percent of income being given to the budget of the church? Is the level of giving adequate to support the level of expectation? What percentage of our congregation is responding to the Biblical call to tithing 10% of income?
7. What is the level of Biblical stewardship understanding and commitment in the church? Are our stewardship campaigns effective? How could they be improved?
Methods: research comparing our congregation to others; conversation with the congregation; analysis; prayer; discussion in the committee; recommendations to the session.

Report date: Recommend to Session in August, to prepare for 2010 budget.

Attachment B  -  Summary of Work and Resources 

Our work consisted interviews with various individuals and groups at the church and the review and discussion of various current and prior reports and resources that have dealt with the mission, organization, and status of the church.
Our committee members represented various age groups, different service attendance, and members (current or prior) of the following groups:

· Stewardship Committee

· Finance Committee

· Personnel Committee

· Missions Committee

· Preschool Board

· 2005-2006 Strategic Planning Team

· 2006 Staffing Task Force

· Church staff

· Session

· Congregation members

We interviewed:

· Stewardship committee chair

· Past personnel committee chair

· Finance committee chair

· Each ordained Pastor

We used and reviewed many resource documents including:

· 2005-2006 Strategic Plan

· 2006 Staffing Task Force report

· Church organization chart and listing of personnel

· 1999-2008 church financial statements

· 2009 budget and current  financial status

· Seattle Presbytery Pastor compensation survey

· Church statistical data from PCUSA

We performed 3 studies:

· Pastoral timekeeping study

· Financial survey of 8 other large churches in the Seattle Presbytery 

· Ten-year trend analysis of MIPC financial information

Attachment C  -  Detailed Findings 

The findings of the Task Force include the items noted below, summarized by major category.  References to “norm” refer to the results of the survey we conducted of like-size churches in the Seattle Presbytery.

Church culture (broad characteristics of the church and how it currently operates)
· MIPC maintains a diverse, high level of programs and services compared to the norm.  Accordingly, receipts from church programs comprise a greater part of our recurring budget than the norm. 

· MIPC’s lack of debt is unusual compared to the norm.  Most churches we surveyed fund some level of debt service out of their budget, with half in the range of 8% to more than 20%.

· The % of budget devoted to mission support (direct payments to third-parties) is slightly below norm.

· Tithing appears less prevalent at MIPC than churches we surveyed.

· Congregational, staff, and community expectations/aspirations for church programs and services currently appear to exceed the contributions pledged to fund those programs and services.  We believe the congregation is not aware of this imbalance and is therefore not owning the revenue deficit that it creates. 

· Expectations for island-wide, non-member pastoral care have placed a largely unfunded need on church resources, which has not been offset by member growth through community outreach.

· Despite the facility remodel, membership and worship attendance have not increased in the last 10 years.  New members have been added but this has been offset by losses of existing members.

· Worship attendance is low as a % of membership, compared to the norm.  The addition of the third service has not increased total attendance, despite the growing popularity of this service.

· The % of congregation over age 65 is higher than the norm.

Staffing

· The Co-Pastor model at MIPC is unique among churches surveyed.

· Personnel cost as a % of budget is higher than the norm.  Contributing factors include:

· Island demographics (see above)
· Island-wide, non-member pastoral care leadership and expectations
· Recurring program expectations
· Lower levels of lay leadership and participation (in light of current level of programs and services)
· Lack of debt service
· The church remains staff-driven in most areas; a shift toward more lay-driven areas would be necessary to reduce personnel costs meaningfully.

· Island demographics seem to contribute to greater demand for a staff-driven church (affluent, highly-scheduled people, with more expectations/aspirations and limited time for commitment to church activities). 
· The % of full-time vs. part-time staff is higher than norm, and this contributes to less staffing flexibility and higher employee benefit costs.  

· The church has been unable to grant staff raises in the past to keep up with cost of living and merit increases, and is outside the norm in this regard.  

· Clergy and staff, although experienced and hard-working, are working significantly longer hours than scheduled to meet all program and service expectations.  The furloughed days granted as part of the salary reductions for clergy are not being taken routinely due to workload.  Clergy work consistently on days off, and average 55-60 hours per week, with more than one-third of weeks measured in excess of 60 hours.

· Our clergy lack adequate administrative or lay support to meet expectations for current level of programs.

· The Co-Pastor model has many advantages as well as disadvantages that make it administratively more difficult and a bit more expensive than a senior pastor model; the model is due for re-evaluation during the strategic planning process.

Finances

· Repeated borrowing from restricted funds to fund operations is outside the norm.

· Lack of a reliable, consistent contingency fund is outside the norm.

· In the past, the lack of a treasurer and/or finance committee has made fiscal responsibility challenging and has affected the perception of financial stability.  
Stewardship

· Pledging statistics (each family is one pledging unit):

· there are currently 525 total pledging units in the church   
· 50 families (9.5%) contribute 49% of total pledges
· 150 families (29%) contribute 82% of total pledges
· 169 families (32%) make no annual pledges
· Dollars pledged per member is lower than norm (particularly when Island demographics are considered), however dollars pledged compared to attendance (at church services) is higher than norm.  

· Issues which may contribute to lower giving include:

· Lack of common vision
· Too many requests from too many sources (lack of focus)
· Economic downturn
· Donor fatigue over the last few years from many competing needs outside as well as inside the church
· Past history of emergency funding requests
· Lack of knowledge among the congregation as to facts/figures, fiscal situation
· Focus on funding many needs with fully or partially designated funds (this competes unfavorably with the funding of general operations)
· Congregation is disconnected from sense of urgency related to stewardship needs and timing 
Strategic plan status
· Good progress has been made in most areas except:

· Lay leadership development
· Creation, communication and promotion of common vision within congregation
· Follow-through on size transition issues
· Based on the current level of programs, services, and expenses, and based on the cuts in program expenditures that were a part of the 2009 budget, staffing at or below current levels makes achievement of the existing strategic plan difficult in many areas.  The plan needs to be updated and revised to address this issue. 

Attachment  D  -  Task Force Members
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