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The Presbytery Connection

It is the desire of Washington Presbytery to develop a partnership in mission with its member churches that are considering building/renovation projects.  Churches that are considering building/renovation projects are encouraged to contact the Presbytery as soon as the project begins to take shape. The benefits of this early contact are twofold:

(1) Because Presbytery staff and volunteers have reviewed many other proposals, they may be able to offer suggestions or information that will help the church to develop its project quicker and easier.

(2) Because some lending organization require Presbytery approval of church projects, early Presbytery involvement will help to make certain that we have all of the information we need to review the project on a timely basis.

Presbytery Resources

Two separate committees within the Presbytery are available to help churches with their projects: The Evangelism & Congregational Development Committee and the Board of Trustees.  In most situations the consultations with the two groups can occur conjointly.

ECD Committee: Mission Consultation

The role of the ECD Committee is to help churches consider two global questions:

· How will the proposed project help the church to attain its own mission?

· How does the proposed project conform with the Presbytery’s plan for church growth and development?

Board of Trustees: Building and Financial Issues Consultation

The role of the Board of Trustees is to help churches evaluate:

· Does the church have sufficient resources to accomplish the project?

· What is the church’s plan to re-pay any debt that might be incurred?

· Have adequate responses been prepared for important building and site development questions, especially those that are a part of any loan application?

Denominational Resources

The Presbytery encourages churches that are seeking funding for their project to consider denominational sources through the Presbytery, Synod or General Assembly.  Financial assistance could be in the form of loans (which must be paid back) or grants (which do not have to be paid back).  A summary listing of denominational resources can be found in Attachment I.  Presbytery can help churches evaluate just which grants and/or loans they might qualify for and can guide churches in the preparation of the necessary forms.

Communication

A. Preliminary Contact
As early as possible in the planning phase, an appropriate church representative (Pastor/ Trustee/Building Committee Chair, etc.) should alert the Executive Presbyter regarding the anticipated nature and scope of the project.  The Executive Presbyter will then contact the appropriate people within the Presbytery who may be able to assist the church.  There are multiple benefits from this early contact:

· It allows the Presbytery to get the project on its planning “radar screen” on a timely basis.

· The Presbytery can advise the church as to critical Presbytery/Synod Committee dates that could impact the review/approval schedule (see Attachment II).

· The Presbytery can offer personal and informational resources that might enable the church to develop its project on a more timely basis.

· The Presbytery can meet with the church representatives to discuss the review process and any informational requirements.

· The Presbytery may determine early on that the project does not require Presbytery review.

B.  Formal Project Submission
After a determination is made that the project needs to be reviewed by Presbytery, and after the project is sufficiently developed so that the necessary information is available (see attachments), the church should submit (3) three copies of the proposal to the Presbytery in care of the Executive Presbyter.

The Executive Presbyter will review the submitted material to see if any additional information is needed prior to submitting it to the Evangelism and Congregational Development Committee for the Mission Review.

C.  Mission Consultation

One of the purposes of the Mission Consultation by the ECD Committee is to see how the proposed project will enable the church to fulfill its own mission.  But in order for a church to be able to describe how a project will help it fulfill its mission, the church must have first spent some time in discernment of God’s will for the ministries of the congregation.  For example, the church should prayerfully consider:

· What is God calling us to do in ministry to God’s people?

· What is our vision for growth of ministries at our church?

· How will the proposed project help us achieve our vision?

The second purpose of the Mission Consultation is to consider how the proposed project is consistent with the Presbytery’s plan for church growth and development.  As part of its reflection the Committee will use information such as the Vision 21 Report of the Percept Task Force.

D.  Building and Financial Consultation

The purpose of the Building and Financial Consultation by the Board of Trustees is to make sure the church has considered various design and financial questions, especially those that will be asked by lending organizations.  It is the Presbytery’s desire to minimize the information burden on a church, so we have attempted to conform our questions to those of recognized funding sources such as PILP, CLP and commercial lending institutions (see attachment III). A checklist for churches considering loans is provided in Attachment IV.

Typical questions will include:

· What is the scope of the project?

· Have the necessary architectural plans been developed and approved by the proper 


authorities?

· Does the church have sufficient resources to accomplish the project?

· What is the church’s plan to re-pay any debt that might be incurred?

E.  Formal Approval by Presbytery 
Some lending organizations require projects to be formally approved by the Presbytery before they will consider lending the church any money.  In such cases it is even more important that the church contact the Presbytery early in the project development phase so that we can advise the church as to what kinds of information we will need and, thereby, help the church to avoid unnecessary or duplicative work.  For the most part, the Presbytery’s informational needs will be those required by the lending organizations. The principles by which the Presbytery will review projects are provided in Attachment V.

G. The Role of Presbytery as A Loan Guarantor
The Presbytery is a cosigner or a guarantor of all loans.  Even though the General Assembly has never yet called upon a presbytery to pay back a loan taken by a church, this provision is in place so that the governing body closest to the church can take action that will lead to resolution of indebtedness if there is a default or late payment.  In the unlikely event of a problem with a loan repayment by a church Presbytery involvement might occur in the following ways:

· Visit the session to inquire about late payment and stress the importance of prompt 
payment

· Consultation to re-negotiate the terms of the loan

· Delay the prosecution of a pastoral call

· Secure payment through partnership of other churches

· Sell the property of the church

H.
Review Cycles
Some of the denominational loans will require various levels of approval by the Presbytery and the Synod.  Both Presbytery and Synod staff are available to assist churches with the timely completion of the required paperwork.  As you work on your information it is important that you keep the Presbytery and Synod meeting dates in mind so that your application can be included in the appropriate review cycle.  The schedule of Presbytery and Synod meetings can be found in Attachment II.

Attachment I – Financial Support Available Through Denominational Sources

Washington Presbytery

· 55 Loan Fund – short term financing “ 5 years at 5%”

· Church Development Fund

· Mission Grants – new projects / outreach

Synod of the Trinity – Evangelism and New Church Development Unit

· Supplementary Loan Fund

· Grant partnerships for new church development, redevelopment and specialized ministries (see below)

General Assembly – Grants

· Probe - An exploration and feasibility study to establish a new congregation or redevelop an existing congregation.

· New Church Development - Establishment of a new congregation under the direction of the Presbytery.

· Redevelopment - Redirection of the ministry of an existing congregation in light of significant changes among its membership or the community to be served, or both.

· Specialized Ministry – a project in which a ministry sponsored by the Presbytery, a group of congregations, or a single congregation is designed to meet the physical, social, spiritual or justice/evangelism needs of the community of people outside the congregation.

General Assembly – Loans

The General Assembly has two loan programs that have some similarities yet are distinctly different.  The purpose of both programs is to facilitate the mission of the Presbyterian Church by helping churches meet their needs for capital funds.  Typically, such loans can be used for purchase of property, buildings, computers or related equipment, and for the construction or renovation of existing buildings.








PRESBYTERIAN INVESTMENT CHURCH LOAN PROGRAM (CLP)

& LOAN PROGRAM (PILP)
Site Loan – For purchase of lot to build a

Site Loans – Site loans will only be made 

church facility.




in conjunction with a
construction loan.

Facility – purchase, construction or reno-

Buildings – Loans will be made for 

vation of a church or manse.



the construction, renovation, addition or 







purchase of a church building.

Incentive – Loans for accessibility, energy

Refinancing – Loan will be made for the conservation, asbestos removal, lead paint

refinancing of existing commercial loans

control or other new technology improvement.
when significant economic benefits result to 







the borrower.
Attachment II – Review/Approval Cycles

CYCLE
TRUSTEE

MEETING
PRESBYTERY

MEETING 
SYNOD

MEETING 

Cycle 1
December
January
February

Cycle 2
February
March
May

Cycle 3
April
May
May

Cycle 4
August
September
October

Cycle 5
October
November
February

Attachment III – Typical Information Requirements

It is the Presbytery’s desire to minimize the information burden on a church.  Therefore, our information needs are based on the scope of the project and the requirements of frequently used lending institutions such as: the Presbyterian Investment & Loan Program (PILP); the Church Loan Program (CLP); and commercial lending institutions.

Typically, lending institutions will require at least the following information:

Project Description and Statistics

a. Description of the building, expansion or remodeling project and its intended use; and the 
rationale for the project based on the church’s current mission study.

b. Church’s membership trend for the past 5 years, current and projected membership for 5 
years.

c. Minutes of Session meeting(s) verifying Session approval of preliminary plans for the project 
and/or minutes of congregational meeting at which the congregation has approved, in 
principle, undertaking a building project with indebtedness,

d. Minutes of Session meeting(s) verifying the willingness of the church to follow EED policies 
of the Presbyterian Church (USA).
Architectural and Site Plans

a. Secure preliminary architectural plans, complying with all local building, fire and 
accessibility codes.

b. Documentation of compaction and percolation testing; absence of a problem with 
underground mining.
Financial Plans

a. Secure estimated cost on the basis of the architectural plans.

b. Develop a financial analysis and plan for debt repayment for the total cost which shall identify 
through an “Affordable Cost Worksheet” of the Church Loan Program or other means:

· Total cost of the building project that the congregation can afford;

· Total amount of capital debt that the congregation may assume to finance the new building project

· Process for fund-raising (building fund campaign, sale of bonds, etc.)

· The amount of loans to be secured


Factors contributing to this calculation shall include:

· An estimate of unborrowed cash available prior to the execution of construction contracts.

· Unrestricted other assets of the church.

· An estimate of the total amount of building fund income the congregation can reasonably by expected to raise during the term of its mortgage or other financial obligation.

· An estimate of the total amount of loans (both short-term and long-term) that the congregation will be able to borrow and repay.

Attachment IV – Loan Checklist

A. Down Payments

· Cash

· Equity

· Other Collateral

· Certificates of Deposit

· Stock

· Personal Guarantees

B. Term

· Construction Only

· Construction and Permanent

C. Interest Rate

· Fixed

· Variable

· Example:  monthly payment per $100,000 for 20 years

· 8.00%
$836.44

· 8.50%
$867.82

· 9.00%
$899.73

· 9.50%
$932.13 

D. Fees (typical)

· Appraisal

· Environmental

· Title Insurance

· Closing/document preparation

· Recording

· Construction Inspection

· Service Charge points

· Survey

E. Other Considerations

· Prepayment penalty

· Interest only loans

· Quarterly payments

· Presbytery involvement

· Architect

· Contractor

F. Underwriting Factors

· Credit history review

· Annual Church budget

· Prior contribution levels

· Maintenance expenses

· Membership growth/decline

· Wide-based congregational support

· Internal management controls

· Audits (internal and external financial audits)

· Amount of money pledged vs. amount actually collected

· Demographic trends/growth

· Building Fund Pledges

· Amount

· Length

· Collectability

· Cash on Hand

· Professional Fund Raiser

Attachment V – Presbytery Project Review Principles*

A. The total cost of any building project (including architectural fees, various utility fees, and all other costs and obligations) shall not exceed the amount determined to be the maximum amount the church can afford as identified in the financial analysis, as prepared by the church seeking the loan.

B. Financing will be provided through money on hand in a local congregation, loans from denominational resources or loans from commercial lending institutions.  Presbytery will permit a church to sell bonds only after a thorough review of such a proposal by Presbytery’s attorney and other person/s deemed helpful by the Board of Trustees.

C. Except for re-financing loans, no construction shall begin on any project until and unless all loans have been approved and closed.

D. The governing body that holds title to the property (either the local congregation or the Presbytery) shall require construction bid and performance bonds, and contractor’s liability and builder’s risk insurance during the project’s construction.  The governing body shall carry “all risk” coverage and liability insurance on the full amount of the contract and shall require documentary assurances at the conclusion of the project to indemnify the owner against mechanics’ liens.

E. All “Building Funds” moneys shall be kept in a separate account and ledger by the church and may be used only for building project purposes, including serving the debts incurred by any and all loans.

F. Trustees or other members of Presbytery shall not be required to guarantee personally any loan made to the church by any board created by or under the authority of the Session.

G. All plans for new buildings and all major remodeling plans shall include provisions for making facilities accessible for persons with handicapping conditions.

H. Newly constructed or newly purchased manses shall include on the ground floor level one room which could be used as a bedroom by a person with a handicapping condition, a fully accessible bathroom and laundry facilities.

I. (Where applicable) the church shall participate, at a level determined by Presbytery or the lending agency, in the mission endeavors of the Presbyterian Church (USA).


* The authority for Presbytery review of church projects is found in the Book of Order 

G-8.0501 and G-11.0103(j).
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