
Background Materials for Board Meetings on Fiscal Year 
2021 Budget 

Financial Policy Committee Advice for Fiscal Year 2021 And 2022 Budget 
Development – attached.

Longer-Term Outlook for Budget 

Attached are Charts showing:

x Chart 1: Current trend in income and expenses
x Chart 2: Targets for levels of increased incomes needed in pledges, 

rents, and new funding initiatives to close deficits and avoid 
draining the Endowment while maintaining current programs and 
expenses.

� Chart 3:  Endowment Balances
� If Current Trend in Expenses and Income Continues; 
� If Increased Income Meets Targets
� If Income Doesn't Increase but Start Cutting Expenses in 

FY2022 

Questions for Board Consideration

1. In light of years of declining pledge income and growing deficits that will drain the 
endowment in just a few years, should the Board’s annual budget priorities 
include:

(a) holding total FY 2021 expenses to the FY 2020 amount;

(b) developing specific plans during the remainder of FY 2020 and the first 
quarter of FY 2021 to significantly cut expenses in FY 2022; and

(c) continuing to vigorously pursue growth in income from pledges, rentals 
and fundraising?

2. Alternatively, is the Board willing to draw substantially from the endowment fund 
principal in order to:

(a) allow for some increase in FY 2021 and FY 2022 expenses (as described 
in Chart 2) to see if income can be increased sufficiently to achieve a 
balanced budget by a target date without seriously depleting Endowment; 
and 

(b) use the income targets in Chart 2 as benchmarks to judge whether 
income has grown sufficiently by December 2022 to avoid making 
substantial cuts in expenses for FY 2024 and beyond.



3. Should departures of staff members be used as an opportunity to reduce 
expenses by eliminating or restructuring the vacancy, e.g., Music Director? 

4.  Should the Board limit use of Blumenthal funds remaining after FY 2020 to 
program funding like the Children's Choir, or allow them to be used to offset 
operating budget shortfalls? 

5.



FINANCIAL POLICY COMMITTEE ADVICE FOR 
FISCAL YEAR 2021 AND 2022 BUDGET DEVELOPMENT

December 9, 2019

The Board of Trustees asked the Financial Policy Committee for advice on the following 
aspects of planning for CLUUC’s FY 2021 and FY 2022 operating budgets:

1. Changes in income from pledges and other sources
2. Changes in operating and capital expenditures
3. Anticipated availability of funds from endowment payout and other sources to offset 

income shortfalls
We also offer some considerations regarding longer-term planning.

Pledge Income
Pledges are expected to remain the predominant source of operating budget income for 
FY 2021 and FY 2022. The past several years have been marked by ongoing declines in 
the number of pledge units. This decrease has more than offset growth in the average 
amount given per pledge unit. The net result has been a drop in expected pledge 
income from over $900,000 in FY 2017 to $870,000 in FY 2020.
 
To date, despite the extraordinary generosity of some members who volunteered an 
additional $22,000 in matching funds to encourage more pledge participation, FY 2020 
pledges remain about $10,000 below the $870,000 level anticipated in our approved 
budget

Decline in Pledge Units and Number of Individual Pledgers
Fiscal Year Pledg

e 
Units

Pledger
s 

2016-17 508 788
2017-18 459 705
2018-19 395 609
2019-20 
(11/5/19) 

359 550

Decline from FY17 
to Jan. 2020

-149 -238

Not anticipating similar generous offers of matching funds in FY 2021 and FY 
2022, we cannot reasonably expect pledge income to exceed $840,000; it is 
quite possible that pledge income could fall below $830,000.



Other Income
The FY 2020 adopted budget includes $40,000 in new fundraising income. Our degree 
of success in accomplishing that increase will not be known until late in FY 2020. The 
preliminary FY 2021 operating budget (prepared during FY 2019) anticipates increasing 
such new fundraising income to $80,000. At present we have no basis to evaluate 
the likelihood of achieving that level of fundraising income growth for FY 
2021 and FY 2022.

Rental income in FY 2021 and FY 2022 will likely drop significantly below the current 
level of $100,000 per year due to the impact of building renovations. It is our 
understanding that these losses in rental income will be compensated for 
from funds raised in the Capital Campaign.

At this time we don’t foresee significant changes in income from other regular income 
sources.

Expenses

Personnel costs are a major factor driving our annual operating expenses. A modest 
(1%) annual cost of living increase and limited salary adjustments to bring 
staff salaries closer to UUA fair compensation guidelines would add at least 
$20,000 to our personnel costs for FY 2021. To maintain current staffing levels 
over the next several years we may see an annual growth in personnel costs of $15,000 
to $20,000 per year.

The two weeks of unpaid furlough of senior staff included in our adopted FY 2020 
budget (and carried forward in the preliminary FY 2021 budget) yields a projected 
saving of only $18,000. Such furloughs cannot reasonably be increased each 
year to offset anticipated growth in personnel costs for our current level of 
staffing. We do not recommend continued use of furloughs to reduce deficits.

Additional work hours for facilities staff and/or contracting out of some facilities support 
will likely be needed to carry on current services and programs during building 
renovations. It is our understanding that such incidental costs of renovation 
will be funded from Capital Campaign funds.

Enhanced fundraising efforts are expected to require increased fundraising expenses. 
The preliminary FY 2021 budget includes a $5,000 increase in fundraising expenses 
relative to FY 2020. An additional increase may be needed for FY 2022 to continue to 
grow fundraising income.



Our FY 2019 capital budget was $45,000. The preliminary FY 2021 budget includes only 
$15,000 for capital budget expenses to begin the process of moving CLUUC to cloud-
based email and file-sharing. This effort was deferred in FY 2020 because of the urgent 
need to replace the Chalice House roof. A minimum of $10,000 to $15,000 per 
year should be anticipated for capital expenses in FY 2021 and each 
subsequent year.

Funds Available to Offset Operating Budget Deficits
Several CLUUC investment funds have been tapped in recent years to pay for specified 
activities and to offset operating budget shortfalls.

Church Investment Fund: This is basically a reserve of operating budget money 
invested by the Endowment Committee to earn greater returns until it is needed for 
expenses. It also provides an emergency reserve to cover about three pay periods of 
salary expenses. No funds are expected to be available from the Church 
Investment Fund to cover budget deficits in FY 2021 or FY 2022.

Memory Garden Fund: Earnings from this endowment fund are used to fund 
improvements and maintenance of Cedar Lane’s grounds and the Memory Garden. The 
Fund’s current value is about $480,000. Typically, a 5% disbursement (about $23,000) 
has been taken each year to cover grounds maintenance expenses. For FY 2020, the 
Endowment Committee recommended (and the Board approved) increasing the Memory 
Garden disbursement to $46,000. The additional funds will be spent to offset salaries 
for CLUUC staff maintaining the grounds. This recommendation took into consideration 
that no General Endowment disbursement was available for FY 2020. 

The preliminary FY 2021 budget also includes a $46,000 disbursement from the 
Memory Garden Fund. The $46,000 disbursement level can be continued for a 
few years without seriously depleting the Memory Garden Fund’s assets, 
although the 10% disbursement does exceed the 7% maximum annual withdrawal 
considered “prudent” under state law regarding endowments.

Blumenthal Futures Fund: This is a non-endowment fund established by a bequest 
to CLUUC with the aims of: renovating and revitalizing of CLUUC’s buildings and 
grounds; supporting CLUUC’s operating budget; supporting an intergenerational church-
wide social justice project; and expanding outreach and communication with the wider 
community regarding CLUUC’s mission and vision. Some funds were set aside for a 
Blumenthal Outreach and Social Justice Fund and some funds have been used to 
support CLUUC programs such as the Children’s Choir, Monthly Vespers, and community 
outreach. The bulk of the bequest ($500,000) has been transferred to the Capital 
Campaign. In FY 2020, $15,000 in Blumenthal funds is budgeted for capital 
improvements (replacing the Chalice House roof), $11,450 for Outreach and Children’s 



Choir expenses, and about $73,000 to help offset the FY 2020 operating budget 
shortfall. 

Under the preliminary FY 2021 budget, the balance of the Blumenthal Futures Fund 
would be used up in FY 2021 ($11,450 for Outreach and the Children’s Choir and the 
remainder to offset operating and capital expenses). 

The Board may want to consider whether to spend all of the remaining 
Blumenthal funds in FY 2021 or to limit their use to supporting programs and 
stretch out their availability for several more years.

General Endowment Fund: This fund currently has a value of about $1.8 million, of 
which $1.78 million is considered principal. Current policy permits an annual 
disbursement from the fund that is 5% of the 13-quarter rolling average value of the 
fund’s assets, so long as the fund’s year-end (December 31st) value minus the 
disbursement remains at or above the principal value. A market decline in the fourth 
quarter of calendar year 2018 caused the fund’s December 31, 2018 value to be less 
than the $1.78 million principal amount. As a result, no annual disbursement from the 
General Endowment Fund was included in the FY 2020 budget approved by the 
congregation.

The amounts of General Endowment Fund disbursements available for FY 
2021 and FY 2022 will depend upon investment performance and whether 
disbursement policies are changed. Under CLUUC’s current Bylaws and Board 
Policy Manual guidelines they could range from $0 to $90,000.

The Endowment Committee and Financial Policy Committee have explored several 
options for modifying the current ground rules for setting annual disbursements from 
the General Endowment Fund. Some could be implemented by the Board, but most 
require a two-thirds majority vote by the congregation either to amend CLUUC’s Bylaws 
or allow dipping into the endowment’s principal. 

If CLUUC plans to rely on draws from the General Endowment (including 
principal as necessary) to balance its operating budget over the next five 
years, and strives to keep at least $1 million in the endowment, annual 
disbursements in the range of $160,000 would be possible, but only with 
Congregational approval. 

Such approval likely will be needed in FY 2021. We recommend that the 
Board begin this fiscal year a process of informing the Congregation and 
seeking their approval of new endowment policies.

Capital Campaign Program Set-Aside Funds: When it approved the Capital 
Campaign in October 2017, the Congregation voted to set aside 15% of the funds 



raised by the campaign to support “strategic initiatives to advance Vision 2020.” These 
funds are anticipated to total about $500,000 once all pledges have been paid. 
Approximately $113,000 has been received thus far for the set-aside.

In reviewing its operating budget options for the next few years, the Board 
may want to consider what process it will use to allocate these set-aside 
funds in future budgets.

Longer-Term Planning
CLUUC has had to address operating budget shortfalls for a number of years.

Since FY 2011, Cedar Lane has used more than $700,000 in assets from the Church 
Investment Fund, the Blumenthal Fund, and General Endowment Fund earnings to 
cover expenses that exceeded annual operating revenues (income from pledges and 
gifts, fund raising, facility rentals, etc.). If pledges continue to drop and new fund 
raising efforts do not yield targeted income, the gap between expenses and operating 
revenues will likely be $200,000 to $300,000 per year over the next five years. Filling 
that gap will require making unsustainable draws from the General Endowment that 
could drop its value to less than $1,000,000, the level it first achieved in 1998.

 Over the next few years, as we carry out long-needed renovation of our buildings, we 
will experience a variety of disruptions to our programs and income sources. During this 
period we need to sustain our health and energy, both financially and as a thriving 
community and congregation. To do so, it is important to look ahead for several years, 
despite the uncertainties that entails. The following are topics we suggest the Board 
and Senior Staff consider in developing this year’s budget and longer-term planning:

1) In light of years of declining pledge income and growing deficits that will drain the 
endowment in just a few years, should the Board’s annual budget priorities 
include:

(a) holding total FY 2021 expenses to the FY 2020 amount;

(b) developing specific plans during the remainder of FY 2020 and the first 
quarter of FY 2021 to significantly cut expenses in FY 2022; and

(c) continuing to vigorously pursue growth in income from pledges, rentals 
and fundraising?

2) Alternatively, is the Board willing to draw substantially from the endowment fund 
principal in order to:

(a) allow for some increase in FY 2021 and FY 2022 expenses (as described 
in Chart 2) to see if income can be increased sufficiently to achieve a 



balanced budget by a target date without seriously depleting Endowment; 
and 

(b) use the income targets in Chart 2 as benchmarks to judge whether 
income has grown sufficiently by December 2022 to avoid making 
substantial cuts in expenses for FY 2024 and beyond.

3) Should departures of staff members be used as an opportunity to reduce 
expenses by eliminating or restructuring the vacancy, e.g., Music Director? 

4)  Should the Board limit use of Blumenthal funds remaining after FY 2020 to 
program funding like the Children's Choir, or allow them to be used to offset 
operating budget shortfalls? 


