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Introduction

The McFarland United Church of Christ (MUCC) is proud to be a ‘Church with Heart’ and, as
such, developed this policy to use as a guide when making decisions regarding the use of
excess cash reserves. This policy applies to unrestricted cash on hand that exceeds planned /
budgeted expenses. The desire is to, when practical, provide financial assistance to internal
ministry teams and external groups whose mission aligns with MUCC'’s.

The Servant and Leadership Team (SaLT) is tasked with the responsibility of monitoring
unrestricted cash on hand and finding a balance between saving for the future and using excess
cash to further our mission by funding ministry teams and helping those in need today.

This document outlines the process used by SaLT to manage and monitor MUCC’s General
Fund cash on hand, otherwise known as cash reserves. It includes guidelines for determining if
cash will be transferred out of the General Fund to a restricted fund, donated, or remain in the
General Fund to pay for upcoming expenses.

Upper and Lower Limits

Upper and lower cash reserve limits have been established, each of which has been set to
trigger specific actions. These limits are established annually, using the current year’s budget.
To do this, after the annual budget is approved, the Treasurer calculates monthly expenses and
the 12 month average is used to set annual Upper and Lower cash reserve limits.

e Upper Limit: Cash reserves exceeding 4 months of planned expenses
e Lower Limit: Cash reserves fall below 3 months of planned expenses

Planned Capital Allocation

Each year the Building and Grounds (B&G) team is asked to compile a list of planned expenses

that includes known and anticipated maintenance costs. These expenses are shared with the

church community, along with estimates and projected timelines. SaLT reviews this list and

decides if it is appropriate to transfer available cash from the General Fund to the Planned

Capital fund in anticipation of these expenses. To do this, SaLT considers the following inputs:
e Current General Fund cash reserves to ensure transferring funds will not put the

church’s ability to pay budgeted expenses at risk.



e The level of funds already allocated to the Planned Capital fund
o SalLT sets a cap on the total dollar amount that may be transferred to this fund.
o This cap is set annually and is based on the list of planned projects compiled by
the B&G team. The cap shall not exceed the estimated cost of these projects.
This review is typically done when the annual budget is compiled. If a decision is made to
transfer funds to the Planned Capital fund, SaLT determines the transfer frequency (i.e.
monthly, quarterly, or as a single lump sum), based on available cash reserves.

Periodic Review and Distribution

In addition to regular monthly financial reporting, at least twice per year the Treasurer facilitates
a detailed discussion regarding the General Fund cash balance. This balance will be scrutinized
by SalLT, typically during the June and December leadership meetings, for the purpose of
deciding what, if any action, should be taken if the General Fund cash balance is above or
below the Upper or Lower limits. This frequency may be increased if cash flow circumstances
warrant a more timely review and potential proactive action. SaLT considers the following
inputs:

e |f cash reserves exceed the Upper Limit, funds may be donated or transferred out of the
General Fund to a restricted fund or funds. The following items are taken into
consideration when deciding if funds will be donated and / or transferred to an applicable
restricted fund(s) or remain in the General Fund to cover upcoming expenses:

o Special requests made by external parties that have been brought to SalLT’s
attention. SaLT may decide to donate funds directly to an organization if the
request aligns with MUCC’s mission and priorities.

o Near term (the next 12 - 24 months) planned and anticipated expenses such as
youth mission trips or ministry team projects. SaLT may choose to allocate some
or all of the excess cash to the applicable restricted fund.

o To identify priority projects or other high cost items, the Treasurer or other SaLT
team member consults with the pastor and ministry team leaders to determine if
projects or other priority items should be considered.

e If no priority, near term obligations are identified, cash balances that exceed the upper
limit are typically transferred to the Outreach fund.

e The Treasurer facilitates any agreed upon donations and/or transfers funds per SaLT’s
decision. The Treasurer shares the review outcome with impacted ministry teams and
the Finance & Outreach committees.

e |f cash reserves fall below the Lower Limit, to address the funding gap and ensure
budgeted obligations are met, SaLT determines appropriate next steps.

o SaLT may decide:

m Sunday morning and weekly newsletter communications are adequate or
m A fundraising campaign is required.

o If a fundraising campaign is deemed necessary, the Treasurer shares this
information with the Finance Committee.

m The Finance Committee is responsible for planning and conducting a
campaign that it believes will meet the objectives outlined by SaLT.



The results of this periodic review and any decisions made are shared with the wider community
in a timely manner. Information is typically communicated via the weekly electronic newsletter,
during periodic Sunday morning financial updates, and at the annual meeting.

Interest Earned and Other Cash Benefits

MUCC has some funds invested in a money market. The dividends paid from this money market
fund are placed in the Pastor Discretionary fund. MUCC also leverages CDs to earn interest and
uses a credit card that has a cash back perk. Any cash earned via CDs and credit card perks is
typically placed in the Outreach fund.

Policy Review
This policy is to be reviewed by the Servant and Leadership Team (SaLT) annually.



