St. Chad’s Building Committee 3

Meeting #36
6/29/09
Attendees: Bob Gough, Paul Apodaca, Susan Carson, Merri Jean Jones, Debra Kincaid, Jan Kingsbury, Rich Lehoucq, Rich Simpson, John Kaltenbach, Bo Keith, Father Brian Winter
Guests:  Paul Ballmer, Joe Allotta, Charles Arms, Jan Hosea

Members Absent: Eileen Simpson
Handouts provided prior to meeting: Agenda
Bob Gough opened the meeting with a welcome and a prayer.

The agenda, which Bob forwarded electronically prior to the meeting, erroneously listed this meeting as meeting #35, and the previous meeting, on November 9, 2008, as meeting #34.  This is meeting #36, and the one on November 9 was meeting #35.  With that change to the agenda, Jan Kingsbury moved to approve the agenda for meeting #36 and the minutes for meeting #35, and Rich Simpson seconded the motion.  The motion passed. 
Bob reminded the group that the recommendation of the BC3 to the Vestry at the time of the November meeting, was to suspend the building program, and to review the economic situation periodically to ascertain if the suspension should continue.  To provide different perspectives and a broader scope for the committee in terms of reviewing the economic situation, Bob invited several guest experts from St. Chad’s to provide their views.

Paul Ballmer – Paul, as treasurer for St. Chad’s, reported on the financial situation and pledges to the operating budget of the church.  Contributions toward operating fund pledges are a little behind, although not significantly short.  Since January, four or five parishioners have cancelled or reduced the amount of their pledge.   These reductions have come from some of our larger givers; however, the total reduction amounts to less than $10,000 annually.  In addition, there were several families moving or leaving the church, but there are a number of new parishioners who are making regular donations (counted in the “plate” budget line item).  Paul told the group that there were around 25 families who had previously pledged and did not for 2009; some are giving periodically but did not want to commit to a pledge.
The Fidelity brokerage account, which has the bulk of the assets, was down significantly over 2008, but has gained a little as of May 31.

Joe Allotta, as Chair of the Stewardship Committee, reported on the status of the coming pledge drive.  He noted that nationally, 14 states have double digit unemployment, and although the economy may be showing signs of improvement, the jobs won’t pick up as quickly as other indicators.  Given the ongoing depressed economy, the Stewardship Committee is expanding its pledging material to include time and talent, as well as dollars.  The Vestry has decided to put together a challenge budget; that is, to develop a budget in late summer that may include increases for programs and clergy; the budget will then be presented to the congregation prior to the pledge drive as a target for fundraising.
In response to inquiries from the committee, Paul and Father Brian explained that newcomers are sent pledge cards as they join the church in a formal way (transferring from another parish, etc.).  There are several new official memberships in process, and one new pledge has been received.

Charles Arms, as a Treasurer at the Diocese, reported on the budget status at the Diocese.  The budget for 2009 was carefully prepared and was very conservative, with an overall decrease from 2008.  He estimated the amount of the budget decrease at less than 10%.  The numbers for 2009 are on track with those budgeted; the parishes are keeping up with their fair share contributions.  A couple of churches have left the Diocese, but the resulting decreased income is being addressed.  The 2010 budget is in process, and the committee is working diligently to balance boosting income and cutting expenses in order to create a balanced budget.  The Diocese hopes to be able to maintain the Fair Share from parishes at the current level of 13%.

Investment income, a large portion of the Diocese’s income, has not been doing well.  As a result of trying to minimize risk to capital by purchasing CD’s, which are insured through FDIC, the yields have been lower.  The Diocese has several different financial advisors, and the financial group at the Diocese has been hearing from those advisors that the economy will not improve significantly until the last part of 2010.  

Bob asked about the impact of the economy on designated funds, such as the Advancement Fund, which is used by parishes for projects such as a building or an expansion.  Charles indicated that the parishes, including St. Chad’s, should continue to look to the Advancement Fund as a source of funding; in fact, Hope in the Desert has recently taken advantage of the Fund.  The monies available through the Advancement Fund are loans, not gifts, and Charles indicated that the interest rates were variable, and generally below market.

Charles also indicated there was a pooled investment fund; funds from different parishes are combined to get a larger sum for better investment opportunities.

Jan Hosea, as a philanthropic fundraiser, gave an update on the economic impact on giving that’s she observed through her work with Presbyterian Healthcare Foundation in Albuquerque and New Mexico.  Jan’s area of emphasis is on major givers ($5,000 and up), and trust and estate giving.  Jan informed the committee that the Foundation’s endowments at their peak were in the $80 MM range, and had lost 30-35% of value over the past year; however, almost 20% of that has been regained in recent months.  All money distributed to projects from the Foundation comes from that endowment.  For 2008 $3.5 to 5.0 MM was distributed, and that amount will be much less for 2009.  The endowment assets are doing pretty well, given the market; all assets are commingled with Presbyterian Hospital and invested.

Jan indicated that corporate giving is down at least 50%.  Many companies are still contributing funds, perhaps in lesser amounts, but don’t want the giving publicized, for fear of negative publicity.  The events that generally are big fundraisers for the Foundation will suffer accordingly.  Individual giving is still strong, although there is some drop with gifts of less than $1,000.  There is also a 35% drop in employee giving at the Foundation.  Jan mentioned that among her individual donors, some are reducing the number of contributions so that what they do give can be focused in areas that are important to them.

The Foundation’s fundraising staff has been focusing on keeping in touch with donors during the economic slowdown, including a thank-you campaign for donors, and keeping donors informed of where their money goes.  Both activities are done without asking for additional funds.  Both of these tactics may be applicable to St. Chad’s, in the pledge drive and in talking about the building campaign.  

John Kaltenbach, as a homebuilder, spoke about the economic and its effect on construction.  He sees the construction industry in Albuquerque as surprisingly grim.  There is usually an increase in business in spring and summer, but that has not happened this year.  John’s perception is that builders and suppliers have now realized that the building climate may never return to its high water mark of recent years, and are retrenching to accommodate the new reality.  Lenders are very conservative, impacting further the construction starts.  Contrary to usual downturns, remodeling has also been negatively affected, as well as new construction.

John does not see much relief in the near future, and believes that most of next year will not be much better.  From a high of 9,000 in 2005, building permits have fallen to about 1,800 in 2009.  Prior to the economic downturn, Albuquerque had a large percentage of national builders (Pulte, KB, etc.)  These large national companies have been particularly affected by the economic crisis, and most have left the Albuquerque market.

Ironically, the falling demand has also resulted in an increase in building costs from recent, historic lows, as manufacturers have reduced capacity; at this time, demand in many cases exceeds supply.  John estimates that we could build our project for 10 to 20% less than estimated originally, with the right negotiating.

Stuart Schoenmann could not attend the meeting, but Bob distributed a handout that he prepared, from his point of view as an international businessman.  The handout included two articles written by James Paulsen, an economist with Wells Capital Management, and a summary of Stuart’s thoughts on the economy.  In general, the outlook is not positive; interest rates may continue to rise, the European and German economies are suffering, as is the Japanese economy.  A significant business rebound is not likely within the next 18 months.
Bob also distributed an email with some thoughts from Elizabeth Allbright, who is a senior commercial lending officer with Irwin Union Bank.  Elizabeth’s comments included the perception that the economic outlook for the remainder of 2009 will be flat, with interest rates perhaps on the rise into 2010.  She does believe that contractors are eager for business, and given enough cash, the current time would be favorable for building.  However, lenders will be looking to cash flow from the church to support the mortgage payments, rather than dependence on pledges from the parish.  In a nutshell, she believes that enough funds should be accumulated before beginning the building project so that any debt would be paid from excess cash flow of the operating budget.

Bob also distributed copies of articles from Kiplinger’s Personal Finance and US News and World Report, with information about how to spot the bottom of the market, and some perceptions about the unemployment rates.

Paul Apodaca distributed updated financial numbers for the BC3 as of May 31, 2009.  Total available funds are $263,000.  Pledges are slightly in arrears, but to a negligible amount.  Many parishioners continue to make their building committee pledges.  Paul indicated that one individual and one corporate giver have cancelled their pledges, and at least three have deferred payments on their pledges.

Bob reminded the committee that the broader economy is a context for our building program at St. Chad’s.  He asked the group for thoughts and comments about the following:  Has the economic environment changed enough to affect our current suspension of the program?  Should we continue to suspend the program, cancel the program entirely, or revive the building program at this time?

Given the economic picture presented, no one advocated resuming the building program at this time; nor did anyone propose canceling the program.  The committee generally believed that continued suspension of the program was the best option.

Bob asked Father Brian and Merri Jean to speak to Vestry efforts to accommodate growth, given the suspension of the building program.  Susan commented that the distribution of attendance between the early and late services seems to be evening out, although this may be somewhat due to the normal summer attendance patterns.  Our attendance overall is flat, at around 180 average attendance (close to 80% of capacity).  

The Vestry is looking at adding a third service, but is running into problems in terms of staffing, both volunteer staffing and clergy staffing, for such an effort.  Also, Father Brian mentioned that the carryover from 2008 into 2009 for budgeting reflects the Vestry’s intent to maintain critical programs, such as Christian education, that will support future growth.  The Vestry grappled with the issues around continued growth without a new facility or increased clergy at the Vestry retreat and will further work with this issue at a follow-up retreat on July 11.  In addition, the challenge budget mentioned earlier is a precursor to the 2009 pledge drive, in order to put a program-driven goal before the congregation.

Bob reiterated that given the building committee’s continued suspension of the building program, it is the Vestry’s responsibility to let the congregation know what’s going on, and to continue to keep up efforts for growth within the church.  There is a sense of urgency that the Vestry communicate its efforts to accommodate continued growth while the building program remains suspended.
Rich brought up two items that were originally part of the building program, the water/sewer infrastructure and landscaping, that might be action items for the Vestry and the building and grounds committee, given the suspension of the building program.  Part of the landscaping is occurring with the building of the labyrinth.  The water/sewer infrastructure and additional landscaping will be referred back to the Vestry for further action.

Bob noted that the St. Chad’s Foundation contributed $4,565 from the proceeds of the Spring Fever Fest to the building campaign.

All other items on the agenda, including the review of architectural features of Hope in the Desert Church, were tabled for a subsequent meeting, to be scheduled later.  The meeting adjourned at 10:00 p.m.

Respectfully submitted,

Debra Kincaid
6/29/09
BC3 MN 02/03/2008
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