
 SEQ CHAPTER \h \r 1OVERVIEW OF ST. WENDY’S EPISCOPAL 

CHURCH A HYPOTHETICAL PARISH
St. Wendy’s has been created to illustrate recurrent accounting and financial reporting issues.  St. Wendy’s uses QuickBooks for its financial accounting, which is the mostly commonly used accounting package in the diocese.  So some parts of the various sections to the Treasurers’ Handbook and the accompanying forms and example will be specific to QuickBooks.

St. Wendy’s is a parish in Eastern Massachusetts founded in 1875.  The church building and rectory were built in 1890.  The church has a capacity of approximately 400 but is currently worshiping approximately 85 on a Sunday (ASA), or about 21% of capacity.

The parish reports 70 pledging units with total pledges of $150,000 and an average pledge of $2,143.  However, there are 4 families who have been members of the parish for over 40 years who pledge an average of $12,000, which constitutes 32% of the total amount pledged.  

The parish has a DIT invested endowment with a balance at the beginning of the year of approximately $200,000 but has been drawing on that endowment to balance the budget the past several years.  Approximately 25% of the endowment ($50,000) is restricted and can not be used for operating expenses or for budget deficits; the rest ($150,000) is unrestricted.

The parish is active in the community and licenses a portion of the parish hall to a daycare center during the week.  In addition, the parish also provides breakfast for the homeless on Saturday mornings.  

The church property has been generally well-maintained.  However, the church roof and west wall have sustained water damage over the years.  Since the church building was designated a historical site by the State of Massachusetts in 1970, any major changes or repairs must obtain regulatory approval. 

The rector has been with the parish for 15 years and has recently announced his plans for retirement at the end of the coming year.  The rector is currently living in the rectory with the parish paying all utilities and repair costs.  The parish also employs a part-time parish administrator and a part-time organist.  All routine cleaning is provided by a service contract.

The parish has a brokerage account that it uses to receive gifts of stock.  Last December a parishioner transferred stock worth $8,800 into the parish’s brokerage account as a prepayment for this year’s pledge.  The receipt of this amount was recorded as a temporarily restricted asset, and then on January 1, when the temporal restriction lapsed, the $8,800 was recognized as pledge income. (See TH - Fund Restrictions and Designations)

In addition to its endowment the parish a $30,000 fund, also invested with the DIT, that has both principal and income restricted to use for the music program.  

At the beginning of the year just ended, based upon a report and recommendation from the finance committee with respect to the sustainable use of the endowment, the vestry voted to adopt a “total return” approach to the unrestricted portion of the endowment.  The vestry voted 

to budget as operating income each year 4% of the average balance of the unrestricted portion of the endowment at the end of the 12 quarters of the three previous calendar years.  This average balance was calculated to be $130,000 so the amount budgeted for the year was 4% of $130,000 = $5,200.  (See TH - Sustainable Use of a Parish Endowment) 

The parish licenses space to a daycare named “Nancy’s” for $26,400 per year.  Under the licensing agreement with the parish, Nancy’s is permitted the use of certain rooms in the parish hall for certain hours on Mondays through Fridays, and the parish uses the same rooms on Sundays and occasionally in the evening.  The treasurer estimates that the parish’s expenses directly related to realizing its income from Nancy’s (e.g. utilities, cleaning, maintenance, etc.) are $5,700.  The principal parish fund raiser is an annual bazaar that is well attended by the community and grossed $6,100 last year with expenses of $1,900.  (See THs - Charts of Account and Parochial Report)

 The parish thrift shop has its own checking account from which it contributed $3,000 to the parish during the year.  The balance in that account at the end of the year was $5,120.  (See TH - Statement of Financial Position)  

In Lent a representative of Good Works International was invited to the parish to make a power  point presentation on that organization’s activities in Africa.  The event resulted in donations to the parish of $1,450.  When the collection process was completed, a check was written to that organization for the $1,450.  

In 1928 a parishioner, Jane Smith, left the parish a gift in perpetual trust with the income payable to the parish annually for its general use.  During the year $4,075 was distributed to the parish.  The balance in the trust at the beginning of the year was $103,000.  (See TH - Fund Restrictions and Designations)  

Last year John Jones, a former senior warden, approached the rector and said that he wanted to make a special $6,000 gift to the parish for the youth program.  In further discussions with the treasurer John clarified that he did not insist that the gift be considered restricted but that he would like the gift to be used for the youth program if at all possible.  Pursuant to the parish Policies on Gifts and Funds the vestry adopted the following resolution -


VOTED:
That the $6,000 unrestricted gift from John Jones be accepted, and that its




 use be designated as to support the parish youth program if at all possible,




 and that on the books of the parish there be created a fund titled the




Youth Program Fund.”

After the meeting the treasurer made an extra copy of the minutes setting out this vote, which she added to the file titled, “Funds History” that she maintained in the parish office.  She then added the “Youth Program Fund” to the Summary of Fund Restrictions and Designations that she kept as a reminder of the status of all the funds of the parish.  (See TH Forms - Fund Restrictions and Designations, Sample Parish Policies for Gifts and Funds, and Sample Summary of Fund Restrictions and Designations)

In July the parish received a $15,000 Stokes loan from the diocese to fund kitchen renovations in the rectory.  During the year $13,500 was spent on the project, and $1,500 remained unspent as of the end of the year.  The parish has made 6 monthly loan payments to the diocese for July-December.  The total payments were $643 of which $503 was interest and $140 was principal.

The church is oil-heated, but the furnace is quite old.  The vestry has begun to consider the possibility of switching to natural gas, and during the year the parish has received a $8,000 Green Grant from the Diocese of Massachusetts to be used for a variety of projects to improve energy efficiency.  During the year $6,100 of the grant money was spent and $1,900 remains unspent.

In recent years the vestry has set aside $20,000 as a Roof Reserve to address the water damage suffered.  These funds have been invested in CDs.  During the year work on the roof was started.  One $10,000 CD was cashed in, and payments of $7,500 were made for the work.  

The parish does not have historic cost data on its church or rectory.  The town where the parish is located currently assesses the church and parish hall at $1,550,000 and the rectory at $420,000.  (See TH - Churches, Rectories, and Other Real Estate)

In the church are 12 lovely stained glass windows that were installed when the church was built in 1890.  Three years ago it became apparent that they required major restoration work.  A fund raising campaign was conducted (separate from the annual stewardship campaign) that allowed parishioners to pay their pledges to the campaign over a 5-year period.  The windows have been restored 2 or 3 per year as funds came in.  At the start of the year there was $13,000 in the fund.  During the year $4,500 in pledge payments were received and $12,800 was paid for the work, resulting in a $8,300 reduction in the fund balance.  

During the year the parish bought a box of 30 prayer books for $540.  After reviewing the three relevant provisions in the Manual, the treasurer entered this transaction as a capital expense.  (See TH - Capital Expenses and Depreciation)

The parish uses ADP for its payroll processing.  The Manual strongly recommends the use of a professional payroll processor, and the parent church has made arrangements with ADP to obtain favorable pricing.

While the parish uses QuickBooks for its accounting and financial reporting, it also uses supplemental software to use in preparing pledge statements.  (See TH - Accounting and Other Software)  The parish insures with Church Insurance of Vermont. 

In QuickBooks reports prepared on a cash basis will still show as a liability accounts payable.  If bills have been routinely entered as accounts payable during the year, then at year-end additional liabilities may not have to be recognized.  St. Wendy’s treasurer conducted a year-end review and determined that the parish had to recognize an additional $1,770 in liabilities to insure that the year-end financials accurately reflected the financial position of the parish. This was accomplished by a journal entry.  (See TH - Statement of Financial Position)

For the year the parish had an ordinary or operating cash flow deficit of $16,636.  After reviewing the Summary of Fund Restrictions and Designations (See St. Wendy’s Summary of Fund Restrictions and Designations), the vestry voted to fund the deficit as follows - 


1.
There had been unusual and unexpected repair work done on the organ during the

year costing $2,400, and so $2,400 was withdrawn from the restricted music fund to pay for this work.  


2. 
An additional $5,000 was withdrawn from the unrestricted portion of the

Endowment Fund.  


3.  
The other $9,236 was funded by a reduction in operating funds. 

The year-end statement from DIT reported appreciation from investments of $14,000 for the endowment, $7,200 for the Smith Fund, and $2,100 for the Music Fund, for a total appreciation of $23,300.  The endowment appreciation was allocated 25% or $3,500 to the Endowment (Restricted) and 75% or $10,500 to the Endowment (unrestricted or Designated).  These investment gains were recognized by a journal entry.


