REPORT OF THE FINANCIAL STEWARDSHIP RESEARCH COMMITTEE
December 2018
The Financial Stewardship Committee is composed of Debbie Ezrin, Lois Fishman, Jeanne Kahn, and Seth Meyers.  

Co-chairs:  Suzy Hirsch and Jack Rosenthal.
Purpose:   
The FINANCIAL STEWARDSHIP RESEARCH COMMITTEE assessed the past and current financial management of the Temple and reached findings concerning future direction.  

· What is working well?

· What are the congregation’s challenges?

· What are the implications for the congregation?

· Are we maintaining a balance budget? 
· Are we appropriately staffed?

· Are we aligning our budget with our core values?

· What drove the deficit and how are we currently addressing that?

· What is our policy regarding a reserve fund?

· How are we managing our endowments?

· Are there trends, innovations or promising practices we can identify?
Methods: 
Members of the committee conducted internal interviews with TBA staff, clergy and lay leaders  including Rabbi Pokras, Janice Rosenblatt, Joanne Diamond and Laura EJ Rose. We reviewed internal financial documents and outside CPA audits; conducted external interviews with both local and other Jewish congregations; conduted external interviews with non-Jewish congregations; conducted interviews with appropriate individuals within URJ and WRJ including the financial group of the URJ chat room YAMMER to obtain information about dues relief and the fraction of the operating budget derived from endowments at other temples; as well as interviews with Ruth Cohen (the large congregation resource specialist at URJ) and with Judi Ratner at the URJ Knowledge Network.
Facts:
· Current Dues and Fees, including the Religious and Nursery Schools ($4.051M), are 88 % of our total budget ($4.6M). We have always relied heavily on dues and fees.
· Current Dues are $2.6M. This is 47% of our total budget. This is similar to a URJ survey of temples finances which found that for large temples 48% of operating revenue is membership fees.

· Current fees for Religious School including bar mitzvah, confirmation, and RS summer camp are $944K, and Nursery School fees are $972K, for a total of $1.916M or 41% of our total expenses of $4.6M. In comparison the URJ survey shows that for large congregations on average 32% of the operating budget is from school tuition and fees.
· The fraction of the operating budget for the Religious School is 27%. While we have, as a core value, believed in subsiding our childrens’ education, we note that the 27% we are expending is somewhat low relative to the URJ survey value of 32%.  
· Our staffing costs are $1.457M for the temple clergy and administrative personnel; $773K for TBANS; and $684K for Machane, representing 63% of the budget.  
· TBA fundraising, including the Annual Appeal, income from our endowments, transfers from designated funds, and CHAI contributions provide 7% of our total revenue. In comparison, the URJ survey of large congregations shows that on average, large congregations derive 21% of their operating revenue from fundraising.  

What is Working Well:

· The temple is run tightly and well.   While we have experienced deficits in years past, the recent change in the financial aid policy has helped us to reduce that number from $100K to the current $80K, according to the auditors.  However, we anticipate a loss of only $23,700.
· A member of the Admin Staff (Diane Ferraro) has been diligently working to increase revenue from building rentals. Her work has paid off in a 25% increase from FY’18 ($60K to $75K)
· We have set aside $900K for major capital repairs.
· The budget, including revenue and expenses are reviewed monthly and deviations reported to the temple board at monthly meetings. We should expect a loss of $23,700 in FY’19.
· The Annual Fund under Rabbi Pokras’s guidance has grown from $27K to $87K to the current $97K.  We anticipate earning a matching grant of $50K offered by a member family.
· Since the financial crisis of 2008 “dues relief” (now referred to as “finanacial aid”) has historically been between $525 and $550K annually. This year financial aid is projected to be $420K. This represents about 10% of our budgeted dues and fees and, based on URJ feedback, is consistent with that at other temples.
· Our assets are in excess of $12M while our mortgage is about $2.0M. 
· Annual audits are conducted by an outside CPA firm and results have always been “unqualified”. 
· Our endowment is administered by a temple committee while disbursements are by a different temple committee. 
· Senior staff have contracts providing predictability. There are many written procedures. 

What are the Challenges we Face:

· We are dealing with declining membership and declining numbers in our Religious School.  

· Fewer TBANS families are joining the congregation.  73% of the Nursery School families are not members. The demand used to be so great that a family had to join to be given priority for a spot or spots in TBANS.
· Our endowment contributes ($56K) only, a small fraction (just over 1 %) to our total budget. Several other URJ temples reported that their endowment contributed only a small fraction (a few percentage points) to their operating expenses.  Increasing our endowments will benefit the congregation.
· We have always had a cushion, but it is diminishing. Our cash flow is okay now, but that changes as we approach the end of the fiscal year.  TBA has to borrow from our reserves (money from when we were very solvent and is part of the Operating Budget); or from the $1.3M in funds (non-endowment) held at Morgan Stanley.  This does not happen every year, but when it does, the monies are paid back as soon as possible through dues collections mid-summer.  
Findings:      

· TBA members, and those families who have students in Machane and/or TBANS, have very high expectations of our clergy, staff and programs. 
· TBA finances are managed well and are in accordance with our core values.
· The temple has been seriously under-staffed for many years, but, based on information from URJ, is now approaching the correct numbers for a congregation of our size.   We wish to note that our dedicated staff is extremely hard-working and loyal.  Quite a few individuals have served the congregation for decades.  We owe them our support and gratitude. 
· TBA is overly reliant on dues and fees.
· Declining membership and school registrations are stressing TBA finances.

· Our endowment is small. Other Vision 2020 activities are addressing this issue.

· Fundraising is a small fraction of our operating budget and, even though the numbers are increasing impressively, our efforts in this area need to increase.

· Our financial aid policy and associated procedures have been updated to reduce the loss in revenue we had been experiencing.  
· TBA reserve funds are low relative to our $4.6 million/year budget. There is interest in creating a Reserve Fund Policy, but not so much in a Deficit policy.
Addendum

 INFORMATION FROM LOCAL and REGIONAL CONGREGATIONS – JEWISH AND CHRISTIAN:
· A local Christian congregation in Derwood, MD:
· Congregation is 52 years old; has an annual budget of $400K; has $300K in reserves and no debt (they own their building); Staffing is 70% of budget.  They use prior year revenue data to budget for the new year and are conservative on expenses beyond salaries to reduce the likelihood of a deficit. They don't have a policy for running deficits, but when they've had deficits, it has been $15k-$20k/year.

· They rely on tithing for revenue; congregants are encouraged to give 10% but are not told if that is meant to be gross or net income.  Some congregants make an annual pledge up front and then pay monthly, while others give on Sundays during the service when the basket is passed around. Only the senior pastor and the staff accountant knows how much congregants give. Congregants who want to hold leadership positions must be donating. The senior pastor determines who can have those leadership roles based on his knowledge of their giving levels. 
· They typically have 130 people/Sunday morning service with larger crowds for major holidays. 

· Their congregation is becoming younger for a few reasons:

· Older congregants are moving out of MoCo due to the high cost of housing

· Their local neighborhood is turning over with more younger families

· Their senior pastor of almost 3 years has young children

· They actively engage young kids and teens during Sunday services to increase family attendance.

· They are looking at childcare to add a new revenue stream.
· St. Andrew’s Roman Catholic Church in Roanoke, VA. 
· Team member spoke with an assistant didn’t want to share much information.  It was clear funding came from elsewhere, but many people do donate.  The population has been dropping considerably but there are a strong two hundred families who often attend and over 1000 on large holidays for super mass.  The church was constructed just over 100 years ago.  Real estate is owned by the church.  That said, the members of the church do donate quite a lot.  There are no dues, it’s a different mindset. People just pay. 

· Har Shalom Summary: 

· Team member spoke with Jeff Rubin, the President of Har Shalom for about 25 minutes.  He was very informative and really appreciative that Beth Ami reached out.  He stated it may make sense to have further communication and sharing between the local synagogues; maybe some sort of President’s Council.

FACTS and ISSUES:
· Aging population:  They had a problem and still have an ongoing problem.  They seem to have stabilized in the  low 700 families.  The believe the drop in the size of the congregations is due to the following:   

· Demographics of the area – no new construction, no new neighborhoods, etc.  - In comparison, we have a ton of new neighborhoods and construction in our region yet are not capturing the growth.  (In the 1990’s they had 200 new congregants per year.)
· The Senior Rabbi left.  After a few different short term Rabbi’s for a few years each, they are now stable and hope to “turn the corner” with the current Rabbi who they feel will be the Rabbi for many years to come.

· Investing in ECC – Early Childhood care and are reaching outside the normal geographic area.
· Financial assistance:  Many members on assistance, some always pay.  Their percentages of people on financial assistance are well above the industry “standard.”  
· Reduced dues for 35 and under.  May raise that age.  Looking at optional dues to try to get the millennial crowd to join.
· Wider gap from leaving college to joining with children later and the millennial tend to join religious organizations much later than previous generations.  The “get something for free prior to paying mindset.”
· Staff:  No increase in staff or wages really over the last 10 years.  When they do add a staff member, another person quits, or the person hired leaves and they then don’t fill the created spot and it goes away.  
· Deficit:  Yes – right now there is a deficit, and they also ran one last year.  They don’t really have stern policies in place.  They do have a reserve fund.  They had a house for the Rabbi; the current Rabbi didn’t want it, so they rented it out.  They had a bad rental experience so they sold the house last year.  The proceeds are basically the reserve fund.

· Attracting Millennials:

· Millennials are looking at 10-20 year gap between leaving college and having kids at religious school age.  Millennials tend to want basics for free and pay for premium services.  They are looking at an optional dues method.  It takes a lot of time to change culture.

· Millennials do not come to your location, you need to go to their location, and host a free program, plant a seed, so that when they do want religious affiliation, they choose to go with what they learned first-hand, and come back to you – it’s a long tedious process.

· Information from Ruth Cohen, Large Congregation Specialist at URJ:

· For those congregations with a need for larger revenue stream, they find alternate sources of revenue.  This includes renting parking spaces, rooms for meetings etc.
· Others build up their endowments to offset dues relief.
· Some change dues structure. To encourage payment at the highest level they build in a special incentive for congregants who pay the maximum.
· The approach is depend greatly on the nature of the location of the synagogue.  Different geographic areas of the country have varied issues relating to commitment and need for the synagogue.
· Having a negative budget is quite common.
· She suggested changing who determines the financial aid to the congregants.  She said as Executive Director she was responsible and not any congregant.   She said it was best to have one person.  She felt we have a higher than average % of congregants getting aid.

· From conversation with Judi Ratner at URJ’s Knowledge Network:

· From her experience, TBA is not alone in this scenario. In many congregations, (but not the majority) dues represent the largest chunk of revenue. Leaders at most congregations find they need additional sources of revenue to meet their expenses. 
· TBA should look at the “Annual Giving” session from our recent “Creating a Culture of Philanthropy” webinar series. This session helps leaders re-frame dues as philanthropic gifts; dues are solicited and acknowledged as gifts, which, often, encourages members to give more or at a more meaningful level. It also touches on the integrated ask, wherein you’re asking your (potential) donors for gifts once, rather than several times throughout the year. While not everyone will give at the sustaining level, it’s possible just as many will give above that level. This philanthropic approach focuses on deepening relationships, cultivating donors. The session materials are all in The Tent: outline, slides, and recording. (Check out more from the series by browsing topic tag #CultureofPhilanthropyLearningSeries.)

· In addition, there is another webinar, this one focusing on aligning your mission and budget. In addition to ensuring the way you collect and spend money reflects the values of your congregation, knowing how your budget and mission align can help you make the case for giving. (Again, this is about relationships and helping your members feel connected to the congregation, giving the dues/gifts greater meaning.) 
· Finally, she directed the team member to the Network’s Financial Commitments and Dues Structures resource, which includes, as the title promises, descriptions of various dues models in congregations. There are examples of congregations’ dues/membership forms, including ones in which it states expressly, “This is how much we need in order to meet our expenses.” (See, in particular, the Temple Beth El example in the “Dues Guidelines: Minimums, Targets, and Bonuses” section and the example in the “Fair Share” section introduction.)
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