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NARRATIVE

2020 Year End Results: Summary. We finished 2020 with a $2,546 budget surplus, but that is
not the whole story. The parish operating budget is separate from the Helpful Shop budget (as is
Aptos Community Youth Program (ACYP) budget). The parish operating budget assumes that the
Helpful Shop will pay a tithe (10% of sales) to the parish and that the parish will not pay any of
the Helpful Shop’s operating expenses. Unfortunately, if the Helpful Shop does not have enough
sales to cover its expenses, the parish has to step in and pay them. The combined parish and Helpful
Shop budgets show a $7,603 deficit. Fortunately, the parish has enough cash to absorb the loss.

2020 Budget Report. The budget report is a separate document. Rather than the budget vs. actual
report that QuickBooks prepares, it is reorganized. The object was to organize the budget in a way
that makes sense to me. I hope it makes sense to you, too. If you want to understand parish finances,
the budget report is a good place to start. Topics not covered in this report are probably covered in
the budget report.

Presentation of Financial Statements. For the last several years, the parish has kept its accounts
on QuickBooks, which is primarily intended for businesses. The parish is a collection of ministries,
not product and service lines. Categories that make sense for a business, such as current or short-
term and long-term, are meaningless for us. (An example of how the defaults in QuickBooks are
inappropriate for us is attached after the Comparative Statement of Activity.) As a consequence, it
has been difficult for those responsible for our various ministries to understand the financial
resources that are available to them. We have begun to explore alternative financial accounting
software that is geared toward the needs of churches and other nonprofit organizations. In the
meantime, we have made progress reorganizing the financial statements to present a clearer
picture.

Float (Working Capital), Operating Funds, and Undesignated Cash.

" Float (Working Capital). Most businesses have to pay for labor and materials before they get
paid for the products and services they sell. They rely on their “working capital” to tide them
over. Working capital is usually defined as current assets (such as cash and customer payables)
minus current liabilities (vendor bills due in less than 12 months). According to the internet,
the nonprofit equivalent of working capital, is often called an “operating reserve.” We think of
it as “float”.

" Operating Funds. Our past financial statements have not been able to tell us at a glance how
much float we have. We had three separate accounts: an operating reserve, a Helpful Shop
operating reserve, and an unspecified contingency fund, all which had to be tracked and
adjusted manually each month. This proved difficult and did not happen during 2020.

" Undesignated Cash Account. We solved this problem by eliminating the two operating
accounts and the contingency reserve and creating a single undesignated cash account equal to
cash in the bank less total designated funds1 and current liabilities. Because undesignated cash
is determined by a formula, it is calculated and recalculated automatically as cash rises and
falls.

1 A “designated fund” is an amount of money that the vestry or a donor has specified should only be used for a specific
purpose.
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" Our Float Policy. The Finance Committee believes that years ago, a parishioner gave us
$30,000 to use as float. Last year, the parish “borrowed” $10,000 from ACYP funds to use as
additional float. (ACYP’s biggest expenses, payroll and insurance, are paid from parish funds
and not immediately reimbursed.) Thus, our current policy is that the parish should treat
$40,000 of its cash as float.

" How Much Float Do We Really Need? As a business rule of thumb, working capital is
sufficient if the business has a “current ratio” greater than one. I.e., current assets should be
greater than current liabilities. Any time our undesignated cash account is positive, we will
have a current ratio greater than one because current liabilities are subtracted in the calculation
of undesignated cash. On our year-end statement of financial position, our current ratio is

PPP loan. The parish obtained a $38,000 Paycheck Protection Program loan in July 2020. To
obtain the loan, the parish had to certify that “current economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” The vestry struggled with the
question of whether the loan was really “necessary” and concluded that in light of the uncertainty
created by the COVID-19 shelter-in-place, it was. Judged in hindsight, the parish would have
survived without the loan, but the loan gave the parish enough confidence to avoid having to take
cost cutting measures.

In August, we submitted documentation to the bank, Santa Cruz County Bank, showing that in the
8 weeks following receipt of the loan, the parish spent $48,000 in salary, rent (the office trailer
and the Helpful Shop location), and utilities, all which qualify as forgivable expenses. On paper,
the PPP loan was supposed begin accruing interest (1% per year) and be amortized over 24 months
beginning in November 2020. Nevertheless, the bank has not started charging interest and has
instructed us not to do anything until further notice. We expect that the entire amount of the loan
will be forgiven but will carry it as a long-term liability on the statement of financial position until
the forgiveness is official.

Some parishioners have expressed misgivings about accepting money from the government. The
parish accepts other government services, however, such as fire and police protection, and is
subject to the same regulations, such as those that concern construction, sanitation, and occupancy,
that apply to everyone else. Like these services, the PPP loan was made available without any
regard for our religious beliefs or practices.

Financial Policies and Procedures Manual. At present, the parish does not have a complete set
of written financial policies and procedures. In 2020, the vestry’s Administrate Support Team
undertook, in an effort led by Michael Hudson, to identify the parish’s policies and procedures,
change them where appropriate, and reduce them to writing. It is a surprisingly difficult task and
progress has been slow, especially with the shelter-in-place prohibiting in person meetings with
file cabinets and computers. The pace should pick up as restrictions on in-person meetings ease.

2021 Budget Priorities. For 2021, the vestry has expressed St. John’s values in its budget, as
follows:

" Office Manager Compensation. The budget assumes that the office manager will work
20 hours per week instead of 19 hours per week, entitling her to a 9% pension contribution.
The parish is also providing her with 2 20-hour weeks of annual paid vacation and dental
insurance.
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" Outreach. The budget allocates $6,000 (up from $1,500 in 2020) for its memberships in
COPA2 and AFC.3 The budget did not, however, increase the total allocation for grants by
the Outreach Committee from 2020’s $1,500.00, which I am told is down from $4,000 or
more in previous years.

Donations. The parish received generous gifts this year that do not show up on our financial
statements. The Rebeles arranged to have a hearing loop installed to improve the performance of
hearing aids and to have the weathered barn doors and front door refinished. Anne Baker and Chris
Rowen donated a new clothes washer and dryer. Bart Coddington gave us a new laptop computer
to allow Mother Tracy to work from home when the shelter-in-place order began. Many others
gave in-kind gifts in small amounts. In the future, we hope to be able to reflect the impact of such
giving on our financial statements.

Respectfully submitted,

Nelson Crandall, Treasurer

2 Communities United for Relational Power in Action, a social justice organization addressing issues such as
affordable housing, healthcare access, safety, immigration, education and economic development.

3 Association of Faith Communities, which sponsors the Safe Spaces and rotating shelter programs in which the parish
participates.
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BUDGET REPORT

Account # Description
2020

Actual
2020

Budget
Over (Under)

Budget
2021

Budget Note
Source of funds

Cash reserve from PPP Loan $0 $0 $0 $38,000 4
Support 5

40115 Current pledge 293,397 286,653 6,744 293,928 6
40121 Prior year pledges realized 880 2,000 (1,120) 880 7

Offerings 8
40110 Loose plate 547 3,500 (2,953) 547 9
40130 Identifiable offerings 29,259 10,000 19,259 22,000 10
40150 Holy days
40151 Easter 0 1,200 (1,200) 0 11
40153 Christmas 331 1,000 (669) 331
40159 Other holy days 166 200 (34) 166
40150 Total holy days $497 $2,400 $(1,903) $497
40160 Memorials, baptisms, weddings 470 1,000 (530) 470

Total offerings $30,773 $16,900 $13,873 $23,514
Total support $325,050 $305,553 $19,497 $318,322

Revenue 12
40180 Fund raisers
40183 Amazon Smile 110 150 (40) 110
40184 Christmas crafts fair 1,550 4,000 (2,450) 1,500 13

4 Source of Funds. The Vestry decided to use the cash reserve from the Payroll Protection Program (PPP) loan
proceeds to finance 2021’s expenses, recognizing that the same level of spending may not be possible in 2022. The
Vestry decided not to use the proceeds of a $55,000 bequest from the Rev. Stu Schlegel, but those funds are available
if required. The Diocese has advised us that PPP loan proceeds are not included in the calculation of Fair Share.

5 Support. Support is money received as gifts. The Parish also received gifts of goods and service (in-kind gifts) that
are not reflected in the financial statements.

6 Annual Pledges. The annual pledge amount does not include amounts expected to be received from parishioners
who decline to pledge. The 2020 budget assumed that the Parish would collect 95% of all pledges. The 2021 budget
assumes that the Parish will collect 97% of all pledges, consistent with the Parish’s experience for the past three years.

7 Collection of Prior Year Pledges. This number is a guess. It is not based on any research. There is no assurance
that the Parish will proactively contact pledgers to determine whether unpaid pledges will or can be paid.

8 No Indoor In-Person Services. The 2021 budget assumes that regular indoor in-person services will not resume
during the year.

9 Loose Plate. Loose plate refers to offerings, usually in the collection plate, from persons for whom the Parish is
either unable to identify or unable to acknowledge with a giving statement. The loose plate from the first Sunday of
the month is added to the Rector’s discretionary fund and is not a source of cash for this budget.

10 Identifiable Offerings. Identifiable offerings refers to unrestricted offerings from persons the Parish is able to
identify and acknowledge with a thank you note. Identifiable offerings from the first Sunday of the month are also
added to the Rector’s discretionary fund and are not a source of cash for this budget. The 2021 budget increase reflects
an expectation that a community member who started making a monthly tithe in 2020 (but did not make a pledge) will
continue to do so.

11 2020 Easter Services. Due to the pandemic, the Parish did not hold services on Easter Sunday in 2020. The Diocese
sponsored an online Diocese-wide Easter service.

12 Revenue. Revenue is money received in exchange for a good or service.

13 Christmas Crafts Fair. The traditional Christmas Crafts Fair was not held because of COVID-19. Chris Rowen
demonstrated initiative and creativity in organizing a virtual crafts fair at the last moment. Thank you, Chris!
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Account # Description
2020

Actual
2020

Budget
Over (Under)

Budget
2021

Budget Note
40189 Other events 0 2,000 (2,000) 1,500 14
40180 Total fund raisers $1,660 $6,150 $(4,490) $3,110
41200 Facility rental 645 5,000 (4,355) 0 8
49000 Interest & dividends 228 250 (22) 228
40124 Helpful Shop tithe 0 8,000 (8,000) 1,970 15
40190

(was 51005)
ACYP 2020 cost offset 12,570 12,570 0 0

16
ACYP 2021 admin contribution 0 0 0 1,000 16

Total revenue $15,103 $31,970 ($16,867) $6,308
Total source of funds $340,153 $337,523 $2,630 $362,630

50000 Expenses
Ministry

50700 Worship
50120 Substitute clergy 1,310 1,000 310 1,000 17
50701 Restricted donations 0 (3,000) 3,000 0 18
50705 Worship & liturgy assets 157 250 (93) 157 8
50710 Altar supplies, consumable 649 700 (51) 649 8
50720 Altar flowers 276 1,249 (973) 0 8

14 A Budgeting Mistake. Looking for a way to balance the budget late at night, the Vestry decided to not include
AFC dues among the expenses but to hold fundraisers for AFC instead. Unfortunately, the budget included the
fundraisers in the support section for $2,000. When the Parish held the first of two anticipated fund raisers (pre-
COVID-19), it handed the approximately $1,400 raised directly to AFC, just as intended. The Parish did right by AFC,
but never realized that $2,000 for itself.

15 Helpful Shop Tithe. The Parish’s thrift store in Seacliff, St. John’s Helpful Shop, normally contributes a “tithe” of
10% of its sales to the Parish operating budget. It then donates its remaining surplus to community nonprofit
organizations. With the Helpful Shop closed for most of 2020 because of COVID-19, there was not enough money to
fund its rent and other expenses, let alone fund a tithe. The 2021 budget assumes that the Helpful Shop will be open
for 7 months in 2021 and will earn $4,000 per month in sales and donations. To fund community grants, the Helpful
Shop will have to do better than projected. Fortunately, the Helpful Shop’s biggest expenses are fixed. Once those
expenses are covered, the surplus available for community grants will grow commensurate with the pace of sales.

16 2020 ACYP Cost Offset and 2021 Administration Contribution. In late 2019 and early 2020, ACYP (Aptos
Community Youth Program) asked to be headquartered on the Parish campus. After a lot of discussion, including a
Vestry discernment meeting, the Parish agreed to give ACYP primary use of the Youth Center. At the same time, the
Vestry decided to assess a tithe of 10% of the ACYP budget ($12,700) to offset a portion of the Parish’s costs, similar
to the tithe the Helpful Shop pays to the Parish. The tithe was not popular with the Aptos Community Youth Committee
and the Vestry received some significant pushback.

Since then, ACYP obtained the use of a portable classroom on Aptos Junior High's campus, nicknamed “The Lounge,”
as its gathering place and the shelter-in-place rendered use of the Youth Center impossible. In later 2020, ACYP
decided not to use the Youth Center and the Vestry agreed not to expect another tithe. Instead, ACYP will reimburse
the Parish for its out-of-pocket expenses (liability insurance, employer taxes, bookkeeping fees, etc.) and for a ratable
portion of Mother Tracy’s time spent on ACYP matters based on Mother Tracy’s time records.

17 Substitute Clergy. Substitute clergy serve when Mother Tracy is on vacation or otherwise unavailable. Fees paid
to our assisting clergy (John, Eliza, and Mary Lou) when they preach or preside at services along with Mother Tracy
are also charged to this account.

18 Restricted Contributions. Contributions for a specific purpose are normally treated as negative expenses. For
example, a parishioner who wants to increase coffee hour attendance might donate $200 to be used exclusively for
coffee hour. The Parish might spend $400 on coffee hour expense, but only $200 will appear in the financial statements
because the contribution will reduce the amount shown. When all of a budgeted expense is covered by a contribution
for a specific purpose and is money left over, the financial statements will show a negative expense. The 2020 budget
originally contained a line item for negative “Reimbursable to Flowers/Music” with the expectation that parishioners
would contribute $3,000 specifically to fund flowers and music. The 2021 budget does not plan for parishioners to
make restricted contributions.
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Account # Description
2020

Actual
2020

Budget
Over (Under)

Budget
2021

Budget Note
50730 Organ & piano maintenance 0 1,440 (1,440) 1,960 19
50740 Musicians - contract 5 2,400 (2,395) 2,800 20
50750 Music supplies 1,339 250 1,089 300 21

Total worship $3,736 $4,289 $(553) $6,866
Parish life

50420 Hospitality / coffee hour (277) 420 (697) 0 22
50430 Newcomers 0 0 0 500

Total parish life $(277) $420 $(697) $500
50600 Stewardship 648 554 94 1,450 23
50200 Education
50220 Adult education 0 95 (95) 0
50240 Sunday school 0 135 (135) 300
50250 Regional youth group 3,000 3,000 3,000

Total education $3,000 $3,230 $(230) $3,300
50300 Outreach
50310 Outreach committee 1,500 1,500 0 1,500
50320 COPA 1,500 1,500 0 3,000
50325 ESL - English learners 0 50 (50) 50 24
50330 AFC dues 0 0 0 3,000
50331 Sheltering expense 0 0 0 0 25

Total outreach $3,000 $3,050 $(50) $7,550
Total ministry $10,107 $11,543 ($1,436) $19,666

51000 Campus
51051 Office trailer rent 4,936 4,764 172 5,943 26

Maintenance
51010 General maintenance 4,208 8,000 (3,792) 5,000
51020 Janitorial supplies and services 1,090 1,151 (61) 1,090

Fire prevention

19 Organ & Piano Maintenance. The 2021 budget the Vestry approved in December included $1,960 for organ &
piano maintenance based on 2020’s actual expense, compared to a budget of $1,440. As I was preparing this budget
document, I discovered the QuickBooks reduced both the actual expense and the budgeted expense to zero. I am aware
that a vendor agreed that to refund a portion of a charge, but that does not explain why the budgeted amount was zero.
As the bookkeeper is not available, this report manually restores the budgeted amount but leaves the actual expense
at zero. This creates an additional $1,440 in savings on all worship expenses that might not be accurate.

20 Contract Musicians. The 2021 budget assumes a $200 monthly payment for Ann Thiermann to contribute organ
music and accompaniment to choir recordings one Sunday per month. (It is not possible to play St. John’s organ and
conduct a choir at the same time.) Contract musicians also substitute for the Director of Music Ministries when he is
unavailable.

21 Hand Chimes. The Parish overspent the music supplies line item by $1,089 to purchase the hand chimes heard at
the Christmas and Feast of the Epiphany services. Although this item was not budgeted, total worship expenses were
still under budget.

22 Restricted Donation for Coffee Hour. We budgeted $420 for coffee hour expenses for 2020. A parishioner donated
another $500 before COVID-19 hit. The actual coffee hour expense was only $228 ($192 less than was budgeted).
Treating the donation as a negative expense (see the discussion in note 18) increased the budget savings to $698.

23 Stewardship. The stewardship budget increased to make it possible for additional parishioners to be trained in the
ministry of stewardship necessary to sustain the Parish.

24 ESL. Parishioner Gina Muller, the champion for this ministry, spent the $50 budgeted in 2020 for new textbooks,
but did not submit a request for reimbursement in 2020. (Gina spent more than $50. The excess is available in a
restricted fund for that purpose.)

25 Sheltering Expense. The budget assumes the Parish will not make its buildings available for overnight stays in
2021.

26 Office Trailer Rent. The Parish renewed the office trailer lease for two years (through December 15, 2022), at a
higher rent. COVID-19 increased demand for such trailers, resulting in an increase when the lease expired in 2020.
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Account # Description
2020

Actual
2020

Budget
Over (Under)

Budget
2021

Budget Note
51013 Fire protection maintenance 0 650 (650) 650 27
51014 Sprinkler inspection 0 2,000 (2,000) 1,600 27
51025 Fire alarm maintenance 1,020 1,020 0 1,020
51026 Add to 5 yr fire inspection fund 300 300 0 300

Total fire prevention $1,320 $3,970 $(2,650) $3,570
Total maintenance $6,618 $13,121 $(6,503) $9,660

51011 Add to the Capital Fund 3,017 3,017 0 3,025 28
Equipment & fixtures

51012 Parish hall 0 1,000 (1,000) 0 29
51400 Office
51405 Computer equipment 0 230 (230) 230 30
51407 Computer support &IT 0 225 (225) 0
51410 Office equipment maintenance 1,640 1,511 129 1,640

Total office $1,640 $1,966 $(326) $1,870
Total equipment & fixtures $1,640 $2,966 $(1,326) $1,870

51015 Landscape & grounds 5,695 8,000 (2,305) 7,270 31
51040 Utilities
51041 Power - electric 7,245 9,000 (1,755) 7,245
51042 Power - gas 1,172 2,100 (928) 1,172
51043 Water - facility 2,917 3,025 (108) 2,918
51044 Water - landscape 5,008 4,427 581 5,008
51045 Trash & recycling 1,707 1,800 (93) 1,707

Total utilities $18,049 $20,352 $(2,303) $18,050
51305 Security services 600 0 600 0 32
51050 Assessments 1,270 1,050 220 1,296

Total campus $41,825 $53,270 ($11,445) $47,114
51100 Insurance
51110 Umbrella policy 7,909 7,320 589 7,909
51160 Worker's compensation 1,905 1,014 891 1,500

Total insurance $9,814 $8,334 $1,480 $9,409
50390 Fair Share (Work of the Diocese) 42,828 42,828 0 42,878 33
51200 Administration

27 Deferred Maintenance. Two vendors who normally proactively schedule their maintenance services did not reach
out to us in 2020. We might need to be proactive to make sure these services are performed in 20201. The 2021
budgeted cost of the sprinkler inspection is the same as the 2019 actual cost.

28 Addition to Capital Fund. The Parish’s current policy is to add 1% of annual pledges to the Capital Fund. The
2021 amount is 1% of annual pledges budgeted, not the annual pledges received.

29 Equipment Expense. Although the Parish acquired new equipment during 2020 (see the Junior Warden’s report),
the equipment was not charged to this account. This line item was created to record repairs to existing equipment, but
it is hard to distinguish such repairs from ordinary maintenance. A separate line item might be more detail than is
appropriate. The budget the Vestry approved in January included $1,000 for this amount.

30 Computer Equipment. As I was preparing this budget document, I discovered the QuickBooks reduced both the
actual expense and the budgeted expense to zero. As the bookkeeper is not available, this report manually restores the
budgeted amount but leaves the actual expense at zero. This creates an additional $230 in savings that might not be
accurate.

31 Landscaping. The 2021 budget assumes a monthly $550 landscaping charge, $400 for mulching, and $270 for
gopher control.

32 Security Service. The Parish discontinued its drive-by security service after Matt McCabe volunteered to serve as
Sexton.

33 Fair Share. The Parish, like other congregations in the Diocese of El Camino Real, helps pay the expenses of the
Diocese. These payments are referred to as the Parish’s Fair Share. Fair Share is based on the Parish’s net disposable
budgeted income (NDBI), which means the budgeted income remaining after payment of rent and property
assessments. We pay 10% of our first $206,000 in NDBI and 20% of any additional NDBI. The amount is adjusted
during the year depending on the experience of the Parish. We budgeted and paid $42,828 in Fair Share in 2020 but
have not yet recalculated the amount based on our end-of-year numbers. (This process is called the “true-up.”) The
results of the 2020 true-up will be reflected in the 2021 year-end financial statements.
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Account # Description
2020

Actual
2020

Budget
Over (Under)

Budget
2021

Budget Note
50490 Vestry retreat 1,320 500 820 0 34
51210 Marketing & visibility (372) 350 (722) 350 35
51220 Bank charges & fees 502 27 475 502 36
51225 Payroll service & software 1,299 1,390 (91) 1,600 37
51239 Copies over contract 235 15 220 235
51240 Office supplies & postage 553 1,410 (857) 553
51242 Computer software & supplies 2,626 500 2,126 1,274 38
51244 Rector business expenses 0 351 (351) 0
51246

(was 61040)
Rector mileage 853 1,000 (147) 1,000

51248
(was 61075)

Rector education 500 500 0 700

50110 Clergy conference 290 0 (290) 0
51250 Printing & publication 0 110 (110) 0
51260 Telephone 2,794 2,787 7 2,794
51265 Internet service 1,470 1,043 428 1,470
51266 Online communication (Zoom, Realm) 0 0 0 436
51280 Annual review of accounts 0 350 (350) 350 39

Bookkeeping service 7,806 0 7,806 15,710 40

34 Vestry Retreat. This year, as in years past, the Vestry stayed 3 days and 2 nights at the St. Francis Retreat Center
in San Juan Batista for planning and team building. The Vestry members paid for their own room and meals, but the
Parish still had to pay for use of the conference facility and the expenses of the clergy who attended. The budgeted
expense of $500 fell short of the actual expense by $820. The 2021 Vestry retreat was held via Zoom at no cost.

35 Marketing Expense. In 2020, parishioners:
" paid $245 for St. John’s t-shirts and sweatshirts (the cost of which was not recorded);
" contributed $380 toward the cost of an “Episcopal Church Welcomes You” sign that has not yet been purchased

and an adopt-a-beach sign at Seacliff Beach that ultimately cost $215; and
" contributed $59 toward the $97 cost of publishing in the Sentinel the June 18 “Real Change” letter from the AFC

member churches.
The $684 in purchases and donations is treated as a negative expense, resulting in a net negative expense.

36 Bank Charges. The increase in 2020 is due to processing fees incurred when accepting pledge payments by credit
card through Realm.

37 Payroll Service. The Parish uses QuickBooks to process payroll at an annual cost of $1,440. The additional $160
pays for a QuickBooks upgrade that allows the Parish to create unlimited additional accounts.

38 Software Subscriptions. Zoom and Realm services were charged to this account in 2020. They have a separate
line item in 2021.

39 Review of 2019’s Accounts. The Canons of the Diocese of El Camino Real require every parish to undergo
an annual review of its accounts. In the past, a person the Diocese has chosen has performed the review for a small
fee. Because of concerns regarding COVID-19, this year the Diocese asked us to have a knowledgeable parishioner
who has not been involved in the Parish’s finances to conduct the review. The only parishioner at St. John’s who has
such qualifications is our assisting priest, the Reverend Mary Lou McKenney. Rev. Mary Lou graciously agreed to
perform the review and produced a thoughtful 7-page report, which the Finance Committee and Vestry will consider
in the coming months. The report concluded that the Parish’s 2019 year-end financial statements gave “a reasonable,
if not entirely accurate, picture of the status of the parish.” We expect the review of 2020 to add at least one star.

40 Bookkeeping. The Parish paid an unbudgeted $8,306 in professional fees to Lynn Myers Bookkeeping Service in
2020, $500 of which was contributed by a parishioner. This was only slightly offset by a $921 savings in salary not
paid to the staff bookkeeper and corresponding reductions in employer taxes and workers compensation insurance.
Was it worth it? Among other things:

" LMBS reconciled our eight bank accounts and our Charles Schwab account for the first time since December
2019 (or longer)

" LMBS discovered that QuickBooks had not filed employer tax returns for the past two quarters and brought them
current. (QuickBooks had given us notice. The taxes had been paid, so the penalty was not severe.)
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Account # Description
2020

Actual
2020

Budget
Over (Under)

Budget
2021

Budget Note
Total administration $19,876 $10,333 $8,964 $26,974

60000 Personnel
60100 Staff compensation
60110 Bookkeeper 9,987 10,908 (921) 0
60120 Office manager

Wages 20,203 19,000 1,203 21,266 41
Dental 1,296
Life insurance 127
Pension 1,914 42

Total office manager $20,203 $19,000 $1,203 $24,603
60140 Nursery caregiver 1,069 1,500 (431) 1,069 43
60150 Director of Music Ministries 37,744 34,375 3,369 37,744 44
60160 Dir. of Children & Fam. Ministries 9,344 10,921 (1,577) 10,921 45
60190 Janitor 2,384 3,000 (616) 2,384 46

Total staff compensation $80,731 $79,704 $1,027 $76,721
61000 Rector
61010 Salary 23,600 23,448 152 31,700
61020 Housing 60,385 60,000 385 60,000
61030 Medical insurance 22,610 19,500 3,110 22,610
61032 Life insurance 214 127 87 214
61050 Pension premium 13,769 15,021 (1,252) 16,505 47
61060 Dental/disability 1,896 1,809 87 1,986
61070 Add to sabbatical reserve 3,000 3,000 0 3,000

Total Rector $125,474 $122,905 $2,569 $136,015
65010 Employer taxes 6,952 7,970 (1,018) 5,243 48
65600 Recruitment expenses 0 290 (290) 0

Total personnel $213,157 $210,869 $2,288 $217,979
Total expenses $337,607 $337,177 $(149) $364,020
SURPLUS (DEFICIT) $2,546 $346 $2,779 $(1,390)

" LMBS confirmed John Melvin’s suspicion that certain expenses paid by the Parish on behalf of ACYP in 2019
have not yet been reimbursed. The process of transferring the funds is underway.

41 Office Manager Hours. The office manager worked more hours than were budgeted in 2020. The 2020 budget
assumes the office manager will work 52 20-hour weeks (including two 20-hour weeks paid vacation.)

42 Office Manager Pension. The office manager’s budgeted hours entitle her to a 9% pension contribution.

43 Nursery Caregiver. Although we continue to pay our nursery caregiver despite the shelter-in-place, actual
compensation was less than was budgeted.

44 Director of Music Ministries Salary. The amount budgeted for 2020 should have been the same as the amount
budgeted for 2021.

45 Director of Children & Family Ministries. The position was budgeted for 12 months but not filled until mid-
February 2020.

46 Janitor. Although we continue to pay our janitor despite the shelter-in-place, actual compensation was less than
was budgeted.

47 Rector Pension. The Parish paid $1,252 less into the Rector’s pension than was accrued. The additional payment
was made in January 2021.

48 Employer Taxes. Employer taxes for 2020 were less than budgeted because of the late hiring of the Director of
Children & Family Ministries and termination of the bookkeeper. The estimate for 2021 needs to be confirmed. At
present, the amount attributable to the Parish needs to be calculated manually as it should not include employer taxes
on the compensation of the ACYP Director of the Helpful Shop Manager, for which there are not yet separate line
items.
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EXAMPLE OF AN INAPPROPRIATE QUICKBOOKS DEFAULT

As noted in the report, the rule of thumb is that a business has enough working capital if its current
ratio (current assets / current liabilities) is greater than one.

According to our year-end statement of financial position, the parish’s current ratio is 14,137.
Obviously absurd, but why?

The definition of a current asset is cash or something that is expected to turn into cash shortly or
can readily be converted to cash. A receivable owed by a solvent customer with a good payment
history is a current asset. Stock in a publicly traded company is another example.

By default, QuickBooks treats the ACYP endowment and the trusts the Rev. Larry Mikkelsen
established as current assets. The problem is that the parish cannot legally access those funds to
pay its debts. Although they consist of cash and liquid securities, the parish cannot resort to them
as if they were in the parish checking account.
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SCHLEGEL BEQUEST INTERPRETATION

Text of email to the Finance Committee dated January 25, 2021:

Mother Tracy has raised a question with respect to the Schlegel bequest of $55,000 to the General
Fund we received from the Schlegel Estate that the Finance Committee should consider at its next
meeting. Below is a summary of the question and a recommended conclusion.

Origin of the Current Undesignated Bequest Policy. About a year ago the Parish received a
bequest of around $1 million. No specific use of the bequest was designated. Some parishioners
insisted that the Parish had an unwritten policy that all undesignated bequests would be allocated
to the building fund, and that parishioners wrote their wills in reliance on this policy. After
investigation by Jon Showalter, no evidence of a written policy to that effect was found. (There is
a written policy of the Endowment Committee, approved by the Vestry, to the effect that the Vestry
retained the discretion to use undesignated bequests as it saw fit.) At the same time, the Outreach
Committee proposed that 10% of that bequest, and all subsequent undesignated bequests, be
designated for outreach.

Current Undesignated Bequest Policy. In April 2020, the Vestry adopted the attached policy
with respect to undesignated bequests, which can be summarized as follows:

A tithe (10%) of all future undesignated bequests to the Parish is designated for
outreach ministry to be determined by the congregation as a whole and in which
the congregation is involved. [The fund for the tithe is designated the Community
Project Fund.] After allocations to the Community Project Fund, the remaining
portion of any undesignated bequests shall be allocated to the Capital Fund. [The
Capital Fund is what we used to call the Building Fund.]

Interpretation of the Schlegel Bequest to the General Fund. The Parish recently received a
bequest from Stu Schlegel with four designations: Building Fund ($27.5K), Rector’s Discretionary
Fund ($11K), Eliza Linley’s Discretionary Fund ($11K), and General Fund ($55K). The question
has risen whether the bequest to the General Fund constitutes an undesignated. The Parish does
not have a General Fund that is designated as such. Colloquially, we refer to moneys not otherwise
designated to a specific fund as part of the operating fund. If a bequest to the general fund is
deemed undesignated, then $5.5K should be added to the Community Project Fund.

Recommended Interpretation. As Stu Schlegel designated a portion of his total bequest to the
Building Fund, his bequest to the General Fund was not undesignated with respect to the Capital
Fund; it therefore should not be deemed undesignated with respect to the Community Project Fund.

Faithfully,

Pgnuqp

Nelson Crandall
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CAPITAL FUND AND COMMUNITY PROJECT FUND POLICY

1. Establishment of Capital Fund and Community Project Fund Accounts. The
Treasurer is authorized to instruct the bookkeeper to create QuickBooks accounts
designated as Capital Fund and Community Project Fund.

2. Initial Community Project Fund. The initial amount of the Community Project Fund
account is $104,542.

3. Uses of the Capital Fund. The permissible uses of the Capital Fund are to:
a. complete the construction of the Parish campus (other than a columbarium, which

is to be funded separately);
b. acquire a rectory or establish an endowment or similar fund for rector housing;
c. acquire furniture, fixtures, or equipment with an expected useful life of at least

seven years; and
d. maintain capital assets to the extent maintenance reserves are not sufficient.

4. Disposition of Undesignated Bequests.

a. Community Project Fund (CPF). A tithe (10%) of all future undesignated
bequests to the Parish is designated for outreach ministry to be determined by the
congregation as a whole and in which the congregation is involved.49*

b. CPF Project Selection. The External Ministry Support Team is charged with
preparing, and submitting for Vestry approval, a CPF Project Selection process
that includes:

i. selection criteria;
ii. vestry approval for submission to the congregation;

iii. procedure for obtaining congregation approval; and
iv. other relevant matters

c. Capital Fund. After allocations to the Community Project Fund, the remaining
portion of any undesignated bequests shall be allocated to the Capital Fund.

d. Vestry Discretion. The Vestry retains the discretion to allocate undesignated
bequests other than as provided above after soliciting and considering feedback
from the Parish.

49* This language supersedes the resolution adopted in November 2019.


