DYNAMICS OF CHURCH CONSTRUCTION FINANCE

1. What is the maximum debt ceiling appropriate for a church?  Generally, the debt of a church should not exceed 2.5 times the normal budget offering receipts for the past twelve months.

2. What is the maximum amount of the budget that should normally be dedicated to payment of long term and short term loan obligations? Usually, 30-33 % of the total annual budget income.

3. When a church obligates itself for a new loan, how can we quickly calculate the monthly loan payment? Based upon a 15-year amortization schedule at prevailing interest rates, the monthly payment will be about 1% of the principle amount borrowed. For example: If a church borrows $100,000 at 9.0 % interest, the monthly payment will be approximately $1000.00. If a church borrows $200,000, the monthly payment will be almost $2000.00. To adjust the balance, on an interest rate of 6.5 % subtract approximately $130.00 per thousand to secure an approximately monthly payment.  Another Example: On a principle loan of $500,000 the monthly payment amortized for a period of 15 years at 7.0 % interest is $4494.14.

4. What additional costs should be calculated for the new building? Additional insurance, utilities, cleaning and light maintenance. We assume that maintenance costs will be at a minimum for a period of at least five years.  Also, if the building is for educational and organizational usage, calculate cost of literature and materials based upon 80% to 85% occupancy.

5. Educational space will normally pay its own way. How to calculate and project offerings for new buildings. Determine the average per person offering (APPO). In order to make this calculation, you need to know the average Sunday School attendance for the previous 52 weeks and the average offering for the previous 52 Sundays. Count every person including babies. Divide the average offering by the average attendance. The result will be the APPO.  

The APPO will usually fall between $15 and $45. Churches with multiple offerings will not be able to make this calculation. Churches with one unified budget offering will determine the APPO.  If the APPO is $30, then the church will normally receive the same amount from each new person who unites with the church or enrolls in the Bible teaching ministry of the church when they are present. Some people make up gifts after an absence, but our figures assume actual attendance. If the APPO is $30, each ten additional people in attendance will contribute $300 per week or $15,600 per year.

At an APPO of $30, ten additional persons in attendance will provide the payment on a loan of $150,000.  Twenty persons will contribute sufficient offering to pay the monthly payments on a loan in excess of $300,000. (See the separate form: Calculating Income Based Upon Average Per Person Offering.)
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