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A. Introduction
· In Personal Finance or Business, expense is the most important area to control. We influence giving but it is our job to control spending.

B. Overview
· Have clarity on the budget plan and limitations.

· Have clarity on reporting. Reporting to pastors and boards are likely different than reporting to a Finance Committee.

· Summary reports are critical for management.

· Understanding the balance needed for the 5 areas of church budgets.

C. Governance & Roles

· Understanding the roles and limits are critical.

1. Pastor – vision and leadership, always.

2. Treasurer is a fiduciary – balancing responsibility and control is a dance that has to work with others. Forward looking is subjective.

3. Finance Committee Board & Staff; understand the dance and work together.

4. The system I worked under, as an example:
· FC projected income and recommended it to board.

· FC recommended big picture concepts of such things as sinking funds and debt management.

· Personnel Committee recommended wages, benefits and overall limits.

· Staff recommended spending budgets.

· Board sets overall vision and recommends budget to congregation.

· Congregation approved.

D. Expense Management
· When earning my MBA; expense is the most critical area in business to control.
1. E.g. I knew a business that brought in record sales only to go out of business within a year because the lost control of expenses.

· Personal finance, more income always helps but it is the control of spending that brings financial peace.

· As a church, we can influence giving but we have control over spending. Those expenses that seem beyond our control are likely obligations that were assumed years ago, such as with a new building.

· In order to control spending the following is needed:
1. A budget plan.

2. Clear reporting

3. Summary reports for management
· Excessive detail hides variances than need to be understood.

4. What is everyone’s responsibility is no one’s responsibility.

· Every account number needs to have someone who is responsible.

· Département heads are responsible for their department.

· Someone has to have general oversite of the budget.

· There must be accountability each month, each quarter for each year.

· Without accountability there is no budget control.

5. Most churches spend far more time and concern focusing on income, something they can only influence. They seem to ignore spending which is something they can largely control.

6. Stay current. Every month and every quarter leads to a successful year.

E. Board Meetings

1. Should be for high level strategy and decision making.

2. Financial matters should come summarized with a plan outlined.

3. In most cases, if a plan cannot be presented and supported at the board it will be hard to get the congregation on board.

4. In the world of church finance trust may be the most important concept. Trust does not come from an isolated action it builds from a culture.

5. There is no more important place to build trust than with a board.
· Wise planning
· Accountability
· Trust worthy reporting
  
F. Pastor & Staff Compensation
· I will not get into performance testing and evaluation.

· My focus in on the financial aspect and in areas that I have some degree of conviction.

1. Begin with the range of personnel cost that the church budget will best manage. For example, 62% or 58%...it depends. Generally, the ratio of personal cost grows as the church budget grows. Smaller churches may be at 40%, medium churches at 55%, and larger churches at 65% or more. Know what it means if you exceed the desired limit.

2. Know the inflation rate, currently 2.6% and know what the Social Security increase which was 2.5% in 2025. As you consider these objective datapoints it points toward compensation increases that keep employees at the same pay when adjusted for inflation.

3. Management needs to understand how much is available for new employee, raises and bonuses.

4. Internal evaluations are far more important than external compensation surveys.

5. External surveys are valuable in order to get some perspective on compensation but increasingly they are hard to actually compare apples to apples.
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