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INTRODUCTION

During a break in the Ohio Conference Executive Committee meeting of
April 21, 1985, Elder Jose Osofio; pastor in the Wilmington-Hillsboro-Washington
Court House district, requested that I assist him with a mini-consult at the
Hillsboro Church. He. stated that the church was not paying off its mortgage from
the Columbia Union Conference Revolvi:ig' Fund, and that Elder Russell G.. Lucht,
the conference treasurer, had told them that thejr must' come: up with some plan of
action and. t'ecomménded that they request gonsulﬁng help  from one of the
Assistants to the President.. _ |

A week later, on April 30, I met with Elder Osorio and Harold McKay, the
first. elder, at the Hillsboro church, After carefully résearching_ the files in the
conference office, I met again with Elder Osorio on June 3. This time Michael
Priékett, ‘the church- .treasu.rer,. was present. He had reviewed the records of the
local churéh;: I have also. conducted interviews with the two. previous pasﬁors;. Ken
Studer, who was pastor during the building project, and Elder Wayne Spangenburg,.
who became: pastor éoon thereafter. [ talked by phone with Mrs. Peggy Lee, office
secretary at the Columbia Union Conference Revolving Fund, and obtained from her
the complete accounts related to the Hillsboro Church building project.

The Hillsboro congregation is preparing a specific proposal to the Executive
Committee. This repbrt is meant to provide an objective review of the background

to and elements of the problem,



PURPOSE
The Hillsboro Adventist congregation faces a grave crisis; its very existence
. is threatened. And, because. in the Body of Christ "if one part suffers, every pert
suffers with it" (I Corinthians 12:26), the Ohio Conference also faces a grave crisis.
For the same reason, the Columbia Union Conference Revoiving Fund also faces a
grave crisis; a crisis of credibility and trust. The purpose of this consulting project.
is' to determine how the cris:is deveioped, examine its dimensions and recommend .

some actions that each- party m-ight take to resolve it.




OBJECTIVES
When [ met with the pastor and first elder at the Hillsboro church on April
30, 1985, we agreed to the specific objectives for this project. These are . . .
1. Give a report of the situation to the conference

officers, carefully reviewing the past history of the church building
project and the loan.

2, Assist the congregation in surfacing, exploring and
researching all the options for responding to the current. crisis.

3. Help the pastor and church leaders develop a written
plan for presentation to the Ohio Conference Executive Committee.

4, Identify resources to train lay leaders to direct small
group Bible studies as a major strategy for church growth.

The last objective will not be addressed in this report due to the fact that
is somewhat different than the others. It will be presented in a separate report

for the pastor and church board.



HISTORY OF THE HILLSBORO CHURCH BUILDING PROJECT

The Adventist congregation in Hillsboro has never numbered more than 36.
Hillsboro is a small town with a population of 6,400 in rural Highland County
(population 33,500) in southvfest Ohio. The major economic activity in 'High‘lan.d
County is agriculture. It has over 300,000 acres in farmland; the seventh largest
chunk 6{' farmland in the state. There are also about 40 manufacturing
establishnients-, 5111:-_83% of '.these havé-: less. than 1.00 employees..

Thx‘ée—quarters‘_ of the farms in Highland County are family farms, and due to
the current problems of small agribusineés in the U.S., the people are poor. Annual
income is Wé'li' below the median for the state; Linemployment is high. The county
also has a high-'percentage‘ of retired ﬁeople; about double the usual rate for Ohio
counties. |

A large number of the people in Highland County are unchurched (64%).
Among those: who- are: members of a church, more than half belong to- United
Methodist congregatioﬁs- or independent Churches of Christ. Only 3% are Roman
Catholics; 21% attend mainstream Protestant churches, and 12% are conservative
Protestants.. This means that the prognosis is not good for an evangelistic strategy
which apj:neals primarily to conservative Protestants and nominal Catholics as
Adventist strategjf has: over the years.

QOver the past fifteen years acéessions. to the Hillsboro :Adventist. Church
have averaged less than one per year. There have been no baptisms. since 1980.
Of. the éurrent membership. of 27, six live out of state, 10 have not attended even
once in two years, and another woman dropped out last fall. The active members
include three couples and a single woman between 30 and 65 years of age, as well
as two women in their elghtieé.

The members: of the Hillsboro Church have been faithful supporters of

Christian education over the years. Two families have sent all their children




through Adventist schools at considerable cost. One family currently has children
enrolled at Mount Vernon Academy. Another family moved out of the community
‘two‘ years. ago, and transferred their church membership, so that they could enroll
their daughter in- Spring Valley Academy. |

For a number of years the church rnét in .a converted garage outside the
town. The members felt that they could not attract new people in that facility
and éxpressedi the need: 'for' "a. more representati#e building.,™ On September 12,
1968, the conference president and.treasurer.‘,, Elders: Philip Follett and Arthur E..
Harms, met with Pastor Kenneth Lee and 13 adult members. to discuss the
feasibility of a building project. It was estimated that they ﬁrouid' need $41,500.
Thé— existing building could be sold for $9,000 it was: believed, and the conference
would provide $6,400 under'_ the. current policy. This meant that the congregation
would: have: to raise about: $26,000;. The- conference officers urged the group to.
start a. building' fund as'; soon as possible: and: went with church leaders to: look at
several pieces of‘ prbperty.. |

The: choice of land had narrowed to a site _north of town, énd- the site
eventually used"on‘ the south: edge: of town, om April 30, 1970, when the conference
president wrote the pastor and outlined ten "steps which should be taken between
now and: the time construction will begin on: thé,- new church.™ Elder Follett wrote,
" personally favor the. land south of toﬁm.”"

On: May 13, 1970, Follett and Harms again: traveled to Hillsboro. and met
with the church board to consider the two sites.. Seven church. leaders were:
present, and it was voted ™not to go ahead due to finances."

A year later the conference president wrote to the pastor advising him- to
look carefully at an offer from the Nazarene Church tb seill their building. "Your
offer of $25,000 would a reasonable one,” wrote Follett., "My guess is that you

could settle down somewhere between $27,000 and $30,000 to really talk business if




they genuinely want to sell.™ (This is the- only_ mention of this option in the-
record, There is no record of further investigation of this idea.)) He also noted
that he was glad to know that the pastor would be "planning for some baptisms
before too long."

It September, 1971, the conference Executive Committee studied proposed
sites, and "votedi‘ that we encourage the church to look with favor on the purchase
of the land: on HighWay- 247. The committee: felt this: was the wiser course of
action: in: view bf the size of the congregation, their financial potential, and the
need’ for constructing a buildi_ng, as soom as: possible.” (Letter of 9-23-71 by P.
Follett) Sale had been.- arranged for the old building., It was purchased by the
Veterans of Foreign Wars, Post 9094, for $12,500 in the fall of 1971.

At the: Octobei-i; 1971, meeting the Executive Committee 'voted. to. approve
"ﬁhe' actiof_r of the- Hills;bor@ Church. in: business- session to- purchase five acres at a
price: of up to $10,600." The: conference president wrote; "we:understand that you
have: good reason to: believe. that theﬂ..State- Highway' D.epaftment. will purchasé-- three
acres. of this. land from you, and that you anticipate receiving approximately $6,000
for- this- land." (10-25-71) Eventually, the church would actually get $10,500 from
the state. ) |

On: October 29;. 1l971, the conference presidént' wrote to:recommend
"inexpenéive_-: church building, céntractors-,"" but it was not until March of 1974 that
the Executive: Committee vbtedz approval of the proposal for' a.church building
project in Hillsboro,.."in principle, with thé:- understanding that $28,400 would. be
covered by pledges or planned giving over the next several years" and a
recommendation that the church invite the stewardship resource person for_ the
confereﬁce to "meet with your church to discuss not only long-range regular giving,
but also special gifts for this project.” In addifion to the regular contribution of

the Ohio Conference (20% of the cash outlay on the project, less the amount



received. from the sale of the old building)' $3,000- was committed from the General
Conference Church Extension Fund.

In the same letter, the conference president also voiced some subtle
concerns. He asked, Ms the $54,300 cost estimate for the building a contract
price?" This would prove: to- be a verjr im_poftant quesi:ion! He also suggested "the
possibility of erecting a pole~type building for $20,000 to $25,000. Of course, it
won't be nsarly' so nice: as the:--_briék-fsced*colordala{ type-‘.buildingj you are
ehvisisning',!"" wrofe Elder F‘ollett.. "l'-’robétblyr your- people: wouldn't really be
_intErested in that kind of construction at all, I am only suggesting that there
might be an. even less expensive way to go about. building your church."

By June 10- the- wheels- were in motion. The conference president gave:
instructions to the treasurer to "get the Hillsboro Church plans off TODAY to the
union," and wrote to. EIder A. B, Butler, the union conference assistant treasurer,.
that "it: is:. very urgent to- start construction within- _the.- ne,x; few days in order to
-obtain the: contfast: j)rics- they.hsve negosiated. I will be' telej)honing you later this
-wee'.k" and: hope you can give approval for the starting of this., building project."

Eider Harms did get the project proposal in. the mail on June 10. It states
that. the current church membership in Hillsboro was 31, and proposed a seating
capacity of 112.. The cost of the project was placed at $56,600 — $5,000 for the
land, $486,500 for construction, and $5,100 for Ifurn'ishings-.. The document states
that the church had $17,000 in cash on hand, $7,000.in firm pledges to be paid
immediately, and. $3,100 to. be= donated over the next several months. In addition,
the land was paid for. The Ohio Conference had assigned $14,900 for the project,
and it was proposed to borrow $10,000. |

Within a week Elder Harms also sent off a loan request to the Columbia
Union Conference Revolving Fund, Evidently there was were some problems with

this application, and it was withdrawn. On August 6, 1974, another loan request




was submitted, and.this time it was signed by the conference president. It asked
to borrow $12,000 instead of $10,000, and down-sized the amounts shown for "cash
on hand," including both the local church and conference shares, It indicates that
$5,500 of what had previously been listed as "cash on hand" were actually special
gifts. that had been pledged. The loan was to be repaid in 5 to 7 years at $200
per month throughs the- local church budget. Pledges from church members totaled
$231 per month. o | o | |

A letter dated the: same: day from: Elder Follett to' Elder Harms: states. that
the Hillsboro Church actually had: $14,000: on deposit in the Association. He also
reported that Elder Sid: Young, a stewardship: specialist for the conference;__ had
visited some of the members. with the pastor and: that one sister had pledged an:
additional $3,500... “Unified Church Structures, Inc., will send a representative here
-within a few days, asking someone here to sign a: contract," the president. told the
treasurer.. | |
| By this time a dewn«- p.aatoi' had taken leadership in Hillsboro, Pastor Ken
. Studer.. On August 7, 1974, he wrote a ntemq. detailing the cost factors on the.
project and setting the total at $52,375 - a few hundred dollars more than the
proposal and the _loa.n. application. lHe- also gave more detail concerning the pledges
that: had: been made by the church membet's; F itrea thousand-- dollars were to be.
given within six to twelve months; another $2,750. in 12 to 24 mdnths; and a: final
$2,750 in 24 to 36 months..- He did- not clarify how this. related to the $231 per
‘month pledges. toward the»_Revolving; Fund loan.. .He:.stated' that in addition to the
'$14‘,000-on deposit with: the Association, the church had made a $1,500 down
payment on pews and had $2,000 in cash in its building: fund. |

By the ninth of August, the deadline on the building contract had been
extended 30 days, and the conference president was giving instructions that the

monies to be borrowed from the Revolving Fund; and those on deposit with the



Association were to be sent to the local church and passed through their books
back to the conference to be held in escrow for the contractor. The contracting
flfm was requiring this, perhaps because 1_:he local church is not a legal entity. On
August 12, 1974, the contract between the Association and Unified Church
Structures, Inc., of Mount Clemens, Michigan, was executed. It included a clause
in which.;'the Assoéiatlon: agfeed that "thez site will .he- ready to receive the
structure- not léter- than: Sepi:ember 18.™ A check. for $4,440 was sent the same day
to: Mrs, Virginia Al‘dﬂdge;._. the Iﬁcal’ church treasurei-',, to be used as a down payment
on the coﬁtfact.. | '

Additional: borrowing would be necessary for short-term cash flow, the
conference president advised Pa_stor Studer on" August 14, "You will probablj have
to bomw- most. of the: additional $10,500 whichx.will.. be- repaid in pledges over the
next. 36 months;,:.a#-. ..well, as a ‘pr.thion of the (funds) t_d. be provided by the Ohio
Conference,” This was to be paid.. back as soon: as: the appropriations and pledges
came thrdugh.. |

By September 23 the check for- the first Revolving Fund loan of $12,000 had
arrived and been processed thrqugh the conference office, the local church

treasurer, and back to the conference office to be held for the completion of the

contractor's work. On September 25 the conference treasurer wrote to Pastor
Studer that "the- Association wiil éénd' to the Hillsboro Church treasurer all fundé— in
ex.cé'ss of the total of $22,000 required by the contract with Unified Church
Structures, Inc.. Théf church: treasurer will notify us when she needs funds to pay 
Ucs.”

The official request to the Revoiving Fund for the additional short-term
borrowing was submitted October 31. The application form asks, "How do you
propose to pay off this loan if granted?"™ The answer was, "Will pay interest .only

for time being, until conference appropriation is made,” The note was signed
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November 5, and Mrs. Aldridge was sent the check on November 8. The pastor
reported to the conference treasurer that the project was "coming along fine. The
church is under roof now. We are still planning to be in it by the first of the
year,"

In. December the tone of the pastor's report was different. On December 11
he writes. to Elder Harms stating, "We need more- money for the Hillsboro- building
project.”™ He stated that they needed about: $24 000 more and that a: church |
member was "donating an: investment property valued at' about $10,000 - $12 000."
He declared that this would allow them: to- "finish- the church,® On December 23
he wrote a.detailed memo listing items that: had elready.been paid, outstanding
accounts, and anticipated expenses to complete construction. This renealed a:
substantial increase in the cost of the pro]ect. . Now it tvould cost. $80,000 instead
of $52 000. Amazingly, there is no reaction: to this in the record, By January 10,
1975, Elder Harms: was: submitting: yet another loan applicat_ion: to: the Revolving
Fund for an additional $12,000. The application states- that "thie loan: is to be
-repaid as: soon as a piece of property is sold. This property was donated by a
(church member} and is: noW'. in the hands-of a real estate man who feels;. the

~ property will sell very quickly.,™ Only interest was to be paid on the loan until ‘the

property was sold. The check for $12,000 had arrived in the conference office and

was: sent on to Pastor Studer-on January 17.

The: problems with the project seem to get more complicated at this point,
The donated property sells: for only $4_’s500 insteed' of the anticipated $10,000 or
$12,000. There is nothing. rnore in the record until November 11, 1975., when the
pastor eubmits a final report on the cost of the new building. It is now over
$92,000, including "a $1,000 bookkeeping error by_(the local church) treasurer,
Could (another) $9,000 be borrowed from the Revolving Fund or the conference? A

{(church member} has pledged a Florida property she was offered $9,000 (for) two
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years ago."™ .(There: is-no record that this property was ever sold and the funds put
toward this  project.)

The conference Executive Committee voted to approve the additional
borrowing',; and. "to. appropriate an additional $2,474.58 to complete the conference's
20% participation." (Letter of 11-18-75 from P. Follett.) Implied in this action
was. aIso permission to use the conference appropriation for immediate: bills and not
- pay. off“ the: $10 000 note: obtained in November. The conference treasurer was. to
"arrange witlt the Union Revolving Fund: officers for this. final $9,000: loan to. be
repaid as a bail_oon: p_ayment several years in: the future" in order to give time for
the sale oflthe:- Florida property. (No copfr of the this fourth note. exists in. the
record.). "We are---alt delighted to have: a: representative-= church building’ in the
~ Hillsboro: area,™ wrote the: conference president. '_'We~- rejoice with. you in the:
persons baptized into the message during this year in Hillsboro," During 1975 a
-.total of seven baptisms were: held i the: new church the: largest number of

accessions, many times over,, in any single year in the history of the congregation.

The Revolving Fund payment records show that the Hillsboro Church made
payments on: the original loan: of $12,000 totaling: $524.23 in 1974; $1,436.21 in

1975; $I,8_88;66 in 19763 and $1,421.71 in 1977. Monthly payments were made
during those: years. _' Unt_ilt--'Augusts 1, 1977, no pa_yrnents- were. made on the other
three Ioans,,, and nof-interest was. charged.. Monthly payments covering the interest
charges: weret 1nsde% in the' last five months of 1977, ° |

: Iz 1978 only three:f payments- were.received on loan ¢l, totaling only $278.84,
and only two paymenfg_.. on loans.f' cz,. ¢3 and: ¢4, totaling $391.11. (A total for the
year of $669.94,) In 1979 a total of $1,747.97 in 12 payments was spread over the
four loans. In 1'980' it was 16 payments and $2,369.08. In 1981 there were 18

payments totaling $3,337.38, and the interest rate went to 8.5%
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By' August 31, 1982,, when the Revolving Fund consolidated all four loans, the
o:iginal $12,000 note had been reduced to $5,326. In that year the interest rate
was hikéd to 11% and the Hilisboro Church made a total of 12 payments, ranging
from: $40 to $340 each. During 1983 seven payments were made on the cdmbined.
account,. Eachtpayment. was $400 or $500. During 1984 seven paymen'ts. ‘were.
made; the: first two- of $500-— and. the: last. fivef_- of’ .$700.:

" The Hillsboro: Church knew of its pfoblem, and in: 1978 bega}r: to take steps:'.
to: gain: additidnal i_ncome': to helpt pay off the Revolving Fund. On .Octobe'r 10 an
agreement was confirmed with the Peace Lutheraﬁ- Church for rental of the
building'- on Sundays and one evening a week at $100 .az. month plus 50% of the
utilities. This income: has. consist’entlj be_enr applied toward the loan payments.

Policy chahges- at the Revolving: Fund did not improve the éituat’lon.. In.
]anuafjr of 1'98'0" and. Febméry"of 1982 fhe:_ Fund seﬁt forin-: letters to the Hillsboro:
Church; along: with: other bon"ov_‘vers,_ announcing significant increases. in the interest
rate.. By January 1, 1982, it had ﬁearly doubled from; the 6.5% on the original
notes- to 11% The additional interest ch‘argeé were. simply being added to the
pril_lcipal'-.of’ tﬁe: loan, and instead of pajring off‘ what ii; owéd,_, the church found
itself-_horroﬁving more money Wlthoﬁt' even asking,

The: management of the Fund: must have observed the Situation‘ because on
May 5,, 1983, Elder- Donald J. Russell, treasurer of the Columbia Union Conference, |
wrote: to: théf ioca"ll church: treasurer about. it: _

"The original'; $-12",000: was loaned back in- August, 1974.

Subsequently, $31,000 additional was borrowed, and now, after these

many years, there- is still a balance of $44,362.36 as of March 31,

1983, The policy of the Revolving Fund is that these loans must be

repaid on a regular amortization schedule for a period of eight years.

At the time, however, when this loan was taken out, the loan

repayment period was five years. '

| "It is imperative now that this loan be set up on an
amortization schedule that will liquidate this debt in the next eight

years. That will require a monthly payment of $706.88, Since this
loan is so old, we would actually like to see it paid off faster than
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. thaty but if that would work a hardship on you, we would be willing to
settle for an eight-year schedule,
"We would appreciate your cooperation in discussing this

matter there locally and getting word back to us at your earliest

convenience as to your concurrence with r.his arrangement,"

In. October' the conference treasurer, Elder Russell G. Lucht, noted that no
response had come to the letter from the Union Conference treasurer, and wrote:
' requesting a meeting with the church board., At the writing of this: report, the
Ioeal churctr had- not yet formulated- a: response— to Elder Russell'sw letter.- It is one

'~ of the: objectives of this consultation to: assist the pastor and church Ieaders in.

developing a reply.
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ANALYSIS OF THE PROBLEM
Today in Hillsboro. we have a half-dozen 'giving units trying to carry an
expanding load of debt; a Revolving Fund up against an economy not as friendly as
it once wasj and a local:- conference faced with having to make some very difficult,
"no. win™ decisions. It could be compared fo the situation faced by thé— World Bank
in Latin Americal | '

_ _One-_of' the major reasons why this problem exists is- the cosi:, overruns on the
original constructio.n.; In. the: project propo_sal-'document' for the Blueprint
Commi.tt_eé- and the  initial !dan‘.requests; the cost of building is placed at
somewherg between $51,600 and . $52,375. Then in December, i974,- a memo from
Pastor Studer éuddeﬁly jumps it to $80,092. ;Whenl the third loan application is
' prepared. oﬁf J anuary:.lo,; 1975, evidently.Eld_er Hafms.: found this increase somewhat
'un_bélievable because he '_entefs; the cost factér- at $75,000. Yet, by the end of that
year the: coﬁferénce: Eiecutive: Committee: is willing to- aécept- a cost factor. of
nearly $93,000. |

What were thé- overruné? When Pastor Studer's original cost analysis in his

letter to. the conference president of August 7, 1974, is compared with his final
report on November 11, 1975, many of the actual cost items are very close to the
. original estimates, and éomev are actually less costly than estimated. There are
thrée cost. areas tliaf account for- nearly $24,000 in overruns. (A figure close to
th;_-*:: amount of the extra borrowing not in: the original plan.) There are two other
areas: of cost .overrunsa. that are more: understandable and which increase the original
cost: estimate by less than 10%.

The largest single cost overrun was in the excavating of the building lot. A
bid for excavating had been obtained from a friend of the church. It was for
$500. Actual costs ran to $12,091, When the excavater began what he thought

was a rather simple grading job for the basement and footers of the new church
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building, he discovered that under the site was a very large deposit of solid rock.
Larger earthmoving equipment was brought in, but this did not make a dent in the
rock. Finally a blasting permit was obtained and $550 of dynamite was purchased '
and used: to remove a portion of the rock. Even this did not seem to really
remove the: depth that was needed, so a decision was made to relocate the building
from. where: the .architect hgd'. p.lac,e.d‘ it on -ﬁh_e* lot. When this .move: was made- it
necesitated the bringing in of a l’ai‘ge- émougt; of landfill, and this: cost nearly
$4,000 that was not piar'me.ili. Evidently no one froﬁ: the Iocalf church felt a need
to confer with any conference staff persén- dﬁring this problem, or asked how this
was. going to.imbact- the: overall financial arrangements.. - |

Almost as much. cost overrun happened: in: the finis'hing of the building.. The
originai’--'plan-. included $2,230 in bids for dodrs,. 'win&ows, dry wall, etc. All of the
labor was: g.oingf‘ to: be.- donated by church: m'embe:.'s-'r uﬁder the sﬁperv_ision— of' the: |
chairman of the buiI_ding_} committee, who had -somej construction experience. When-
he: dropped out. of: .the.‘. church during the early' stages of construction, some skilled |
labor had to be: hired out, It also appears that there was little control over the
purchasing of materials: the. expenditure on lumber and supplies alone is: more than
double the: totai estimate for this area of the project. Instead of $2,230, a total
~of $9,284 was spent on: finishing-out the building. | |
A similiar*. ptobl_ém; developed with the electrical work, énd it resuited in a
| cosﬁ:- overfun:s of $5",264;. The church member who. originally served as chairman of
the:-buildjng; committee: worked: at a vocatidnal school, and had: arranged for théf
electrical wofk 611-: the: .church‘ to-be a student project. One of the faculty
‘members, a licensed: electrician, would supervise the work and see that it met code
requirements., The church v%ould provide only the materials, while the students did
the work, When this church member dropped out, the church was forced to find

someone else to do the electrical work. "We got bids from several sources,”
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remembers Ken Studer: "But, they were all very high. Then: someone put us in
contact with an electrician on the staff of Kettering Medical Center, but it still
cost: several thousand dollars for his labor,” (Interview of 5-19-85,) More than
$5,000 of unplanned cost..

When' the contraci: was finally negotiated. with Unlfied Church Structures,
 Inc., it was about $2,000  more than the or'iginall estimate, ‘That is. not surprising to
people who: ﬁave=- dealt: with construction: firms. The. $3,000’f in: costs: that the
* building committee:-.did.? not think. l;o iucludé in: the: original estimate is also not
surprising to: experienced managers: qf. building projeéts; This incl_udes driveway
paving,. the blueprints, a- sufvey of the lot,. fees paid to the Sta_te of Ohio for
:lnspecti.on' approvals, etc..

There was a lack of management in this project. No. person: was. the general

contractor for this project. Unified Church: Structures, Inc., was responsible only
for the framing and roof. When: that was done,, it collected its. money and: went
back to Michigan.,_ After that more than $50,000: waé‘ spent on construction.. A
church member with. "som_e coﬁstruction experience who worked at a. vocational
school™ was: chairman_; of the building committee, but he dropped out even before
Unified. Church Structurész came: on the scene.

The: pastor was: left to manage the project, but he (1) had no real experience
or training in construction: .rnanagement; (2) wasﬂ'busy in what proved to be the
biggest evange'llsticx-.yeap in the: church's‘ history;. and (3) had ahother,_ larger church
in: the: district te care for in: addi_tion. to Hillsboro. The: co.nference. staff did not
have a person skilled im the management of construction projects.

Who' was. really in charge? Who had the authority to nearly double the cost
of the project? Who asked the difficult questions, and calculated the long-term

effect on the church? The unfortunate answer to all of these questions is no one.
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Loan pollcies-' are not helpful. Why is a building 'project originally approved

by the General Conference Blueprint Committee on the basis that it will borrow
$10,000 allowed to add $33,000 in loans without going back through the process of
scrutiny? Would the Blueprint Committee have allowed a congregation of about 30
people to borrow $43,000 and build a $90, 000 project? Probably not. If so, the
operating polic.ies of the Revolving Fund should not allow this to: be circumvented

by plecemeal borrowing. Thia project involved four different Ioans, none more than

$12, 000, but together involving $43, 000 of the Fund's assets.

| Policy was. particularly inadequate in. dealing with the loans: that. ‘were related
to.-shec:lfic gifts of real estate.- The-third'-and fourth- loans. ($12 000 and .$9,000)
were each requested on the basia that a church member had donated a piece of .
real estate that was: valued: at about the: amount of the loan. In: one: case the
property sold- for about one-third the amount of its. "value," ‘and in the other case
there is: no- record that it: ‘was- ever sold and the funds applied to the loan. In -
normalo banking: prooedures- these loans would have been secured by the real estate,
and. if payment was: not: ntade«- on sc'hedule-,t the: bank would simply take the real
estate and the loan would be: satist'ied‘:. by whatever the bank would be able to get
from liquidating"r: the real estate.. If similiar rules had been followed in this case
the local church would: not. be: left with an. unmanagable load: of debt, and the
Revolving Fund may have- looked more: carefully at the loan. requests when they
were: submitted.; |

The. decision to: increase the: lntarest rate on the overdue loans simply

| oomponnds‘ the: problem. In the late 1970's. the Hillsboro church was covering the
interest on the loans with-,. payments of $100 a month, more or less. Now, it costs
more than $400 a month just to cover interest, Much of that was simply added to

the loan. In effect the Revolving Fund is creating paper money; protecting an
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asset (overdue-' loan} by extending- more: credit which the borrouver has not even
asked for.

When the decision' was made to Increase the interest rate to almost double
its.& original rate, 1o study was. made of the chur.ch's capacity to- pay. The church

.was not asked to consent to this change in: the written contract governing the loarn.

R There is no evidence that there was any kind of research regarding the impact of

this decision o case-by—case situations, or consideration of how to apply it -
prudently@ . | _
o Small churches lack non-institutional models, When a- small church like

- Hillsboro: thinks’:ab"out' how t0~ grow and what rype of a program: it. should‘ have, one
. of the key: things; it aiways thinks of is having: a. traditional chur.ch ‘building i a.
_ good Iocation. An examination of church growth research indicates that in the
majority of cases,, once: the new building is: purchased or constructed,. there is never
-'again significant church growth., The "American Dream'* for churches includes
having a nice building. In fact, for many Americans a church is: a building.

_ Is. that & viable, sustainable dream? Is: it really important: for a small
_ church to: pay the high price just to have a physical plant? Wouid other models. of |
church, such as the house church, serve: just as well or perhaps even better?
R‘eally'- these: queatiOns.-- cannot:.-. be .answered' because the denoinination does not
communicate alternative models. of church to- bez atudied by local congregations and
considered‘l:.aai "ust: as:'gccd!";i as the-_..tradition'ali.: model. | The time has come when it
must Egina to: dcfe 80,. or many other small ccngregatione will find themselves in this
predicament.,.

Is: the Hillsboro Church giving enough? Perhaps the reason for this situation

is simply that the congregation is not giving in a liberal fashion, or does not
manage its money well. The data does not support this. Total Tithe in 1984 was

$9,678 from six giving units. Per capita Tithe (computed against book membership,
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not active giving: cnits)- was $358, as compared to a conference per capita of $489.
There have been Tithe increases averaging about 10% each year since 1981.
Giving to.the local church is comparatively high. In 1982 it was 71% of

Tithe;. in' 1983 it was 77% of Tithe; and in 1984 it was 85% of Tithe, On the
average local giving in. Adventist churches runs. between 40%- and 50% of Tithe., In
. many Ohio: Conference churches it is: about 30%. of Tithe.. (A complete table list-
ing. the: dollar: amounts. of Tithe,, lIocal giving, etc., for the Hillsboro- Church can: be ._ '
fou.nd i Appendlx B.) |

. Local church expenditures have averaged about $10,000. in recent years, and
one-third: to- one-half, of this has been:- loan payraentsv to the Revolving Fund.
During: 1983 and: 1984 spending. was: greater than income, effectively using up a.
' modest gairr realized in: 1982.i The buiIding has: electric heat and the Adventist
share- currently averages $17’T per month. Other monthly costs. inciude $22 for
_telephone,, $5 for water and. sewerf charges,-‘,-ﬁ $5-1.. for insurance, and $707 for the
'loan-s payment".. “This totals $962 a month before any Sabbath School materiais,
church: bulietins or oatreach: supplies are purchased, It does not include janitorial
or maintenaace:.- costs.. |
| The: pastor and church' treasurer have recently contacted every active church
family and obtained an increased pIedge- to the local church budget. These total
more: than $350 a month, 48% of 1984 Tithe. This is sacrifical glving when it is.
considered alongside the fact that most of the giving units in: the Hillsboro Church

have: cniy retirernent incomes.
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THE ALTERNATIVES
In a brainstorming session. ﬁth the pastor and treasurer of the Hillshoro
Church, twelve options were identified. These range from those most comfortable
for the: congregation to those that are least comfortable for the iocal church. I
will describe: and give a.brief analysis of each.

1, The Revolvlng Fund can forgive the loan or the Ohio: Conference can pay

it.. This would‘_be g_reat.: for_ the‘ Tocal church, but it would create real difficuities
for the: denominatienal- finance' system. Once a precedent is set, many local
churches: will find themselves in. situations lneeding the same solution,

2, The Revolving Fund can forgive a. part of the loan, or the Ohio

Conference can. assist i'n"paying' ite Much the same pros and cons develop here as-

it optiorr number one, although It cloak,s the: action: in. & degree of uncertainity that
holds down the degree and speed of reaction from other: churchen.

3. The loan: couldrbef‘ rescheduled to-cover a period of 16, 25 or even 30

years, This: option is somewhat illusory, since there is a. comparatively small

change iir the- me_nthly- payment and it locks: the church into a: very long period: of

tim'e. during which it must reise-- funds for debt. This optiom also sets precedents
that are: upsetting to the denominational finance system. |

4 Sj;ecial’ f-und' reising" could be conducted outside the local church, There

are: potential[y-- donors: throughout the. Ohio- Conference. and the Nort!i' American
_.Divisio.ns;r whm.miglit teke'pity on- this small,. rural. church: with a- big problem and
help to: quuidatez the debt. " This. would require: permission from the Executive Com-
mnittee and. other denominational organizations, and it: would mean that the pastor,
or some other denominational employee, would have to invest considerable time and

travel expense,
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5. Additional fund raising could be conducted among the members of thé—

Hillsboro congregation. There is little chance that this will result in gifts not

already pledged or given..

6. Special fund raising could be conducted among non-Adventists in Highland

unty. The church' members are very negative: about. going to their neighbors,
confessing their need and ask.ing for help. The prognosis for this kind of fund.
raising; is not greau

'T. A: funding plan could be developed that would combine increased giving by

the church' members;

_increased. rentai income from Peace Lutheran Church, and

very modest assistance from the Ohio 'Confe:.'ence-.. This is a short-term solution,

bui: it may be- necé.ssary' in=~= order to buy time- for a'ny other .solutions to: take- hold.
| and begin to: work.. It has in its favot that it encourages ‘local responsibility, and:

' glves attem:ion to wringing out every asset the local church can possibly identify. |
(This: is the: option found most: favorable by the pastor and church leaders.)

8. 'I’he rent charged. Peace Lutheran- Church could be: raised to a point that

it covers the short-fail in loan payments. This would mean raising the rent from

$100: per month. to $400 or $500 per month. It must be: taken into consideration
that this rent does not include utilities. The L.utheran group is paying an average
of nearly: $200 a: month above the rent.. On the other hand, the Lutheran
congregation has as: much: use of the: bullding as they wish, they have posted a
permanent sigm: in front of the church that is: as large as the Adventist sign, and
they are: a larger group. Average attendance is 35 to 40, and the Rev. John B.
Lind's letter of May 3, 1_985;\. indicates that they have more than twice as many
active giving units as the Adventist group.

9. Additional renters could possibly be found., The facility is not used during

the day, Mondays through Fridays, so it could be rented to a day care center or

some similiar business. Of -coufse,, our people have negative feelings about using
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"the house of the Lord™ as inconle-producing_ real estate, but in this situation that
may be the lesser of evils. This is a small town and it is not clear that any
potential renter could be: found,l for day use of the building; but the pastor and
church treasurer have agreed to l‘ook. for possible tenants..

10.. The Iocal congregation could simply demand that the denomination come

i and rescue them and: rovide the funding for solving this situation. Local church

‘_ leaders. do not find this appealing because they belleve that they must take

: responsibility for their building project,, and because theyr are onal and supportive

' members: of . the Seventh—day Adventist Church. They recognize that setting up an
adversary relationship will oniy increase the difficulty of their- predicament.

11, The building might be sold to Peace Lutheran Church with an

understanding in. the contract that the Adventist group: wili have a 99—year lease.

This has: the advantage oi” solving: the loan problem immediately, but it has .
enormous: psychologicai disadvantagec in the eyes. of our people in Hillsboro. The
Peace Lutheran Church is. _aware_ of our difficulties and has made repeated inquiries
about: purchase- of the building.. They have no: active plans to build. elsewhere, and:
they have grown acustom: to: behavior' that:. transmits. their feeling of being "at
home™ in the Adventist building. To: sell to them. would, seem to_our people to be
"nnconditional surrender. (A irariant' of this-option" would be to seek a second
mortgage from: Peace Lutheran Church, payment on which would not begin until the
current loan is. retired.) '

12 The building might have to be sold, and. the Hillsboro church operate

from a home or rented quarters. The reality is that the congregation would

probably not survive this move. Some of the younger members have indicated that
if this were to happen, they would transfer to one of the other Adventist churches
in the region even if it were to mean a considerable drive time. Over the years

we have allowed our people to buy into the prevailing cultural notion that says that
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if a congregatlon"does not own a meeting house, then it is not really a church..
No amount of last-minute persuasion will change that view at this point in the life
of the: Hillsboro Church. This option'will effectively close it down.

A careful review of the options seems to indicate that numbers 7, 9 and
possibly 3 offér the most prdmise. It is imperative that whatever solution. is
deveIoped* it take into. consideration both short-terrn and long-term: impacts, and:
that 11:2 keep in: focus that situations of a simillar nature do exist.. Hillsboro,

regretably,. is not a: unique. Story..




24

RECOMMENDATIONS
" The recommendations submitted are directed to the several- different entities
involved in this situation, They seek to resolve the problem with as little loss as
possible to- each entity, realizing that for any party to experience no loss would
mean that other parties must experience eonsiderable los& _

- Recommendations to the Hillsboro: Church:

I.. Thez rent paid by Peace Lutheran Church: must be: raised sharply and
immediately. e may seem that if they are pushed too hard, they will be: Iosr. as
tenants and friendly neighbors, but it is the ‘opinion: of the consultant: that they are
well aware of the: fact that they are taking advantage of " the Adventist Church,.

- and: when their bluff is. called, they will agree to. more equitab_le:. terms.‘_. (At
preaent'._ the: Adventist Church isr.:. in: effeet SubsidiZing_ a Lutheran mission. in a
. community where: ita own evangeiism is: net:..prospering.. If the Revolving Fund had
not clelajren:f= fo:ecl‘osure bﬁ the Ioan:; for .several“ years; the Lutheran Church would
have had to pay a considerably higher monthly cost factor in order to purchase the
building or build: _another' ene.): There are no other churches in Highland County
who: do not.‘ use- their facillﬁies: en Sundays,. and. the Lutheran group: really has no
clhoicea' in the: shorﬁ: t:erm, other than rental from the Adventist Church.

| 2. It:\.ie vital that a payment be .made- to the R‘evolving; Fund every month
without. fall, If & full payment:. caanot.. be- made; then: a partial payment should be
made,. The working: procedure of' the: treasurer should. be to. pay the: loan payment
first, and ther-l'make do with the remaining funds in paying.. the remaining bills.
Otherwise, the tendency is to let the loan payments slide and the result is that
less money is actually paid into the loan account.

- 3. In order for recommendation number two to be a reality, the church needs

to arrange to pay its utility bills on a "budget plan,® A present the church does
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not make loan payments during the months of high utility costs, and this makes it
easier to skip payments during other months.

4, The congregation must understand fully and clearly where it stands, The
gravity of the situation must be communicated, and then twice or three times a
year & special business meeting set up to review the progress that has been made,

" Perhaps & note shouId be published in: the bulletin every Sabbath indicating the

' amount: of the Ioart that remains to. be paid. It is easy for the little group to
become complacent as. the years: go by without a: demand to "bite the bullet."

5. The canvass of members to gaiu new pledges which has been started: must
| be: completed. even Inactive- members. should be contacted. And, it is equally
: important- that. it be followed through.. Reports: should be- prepared: by the treasurer
l_ and’ sent: to each pledger on a: regular cycI& ‘These reports. should show the
_general state of church finances, and the speclfic giving and pledge of the |
individual who receives the: repom 'I'hese reports should be: confidential, of course,
and it would be best‘ to mail them to the homes of the givers, rather than
distribute them:.: at worship. |

5. More..impottant. thanr owning a building is owning a goal. What is the
goal, or mission, of the Hillshoro- Adventist Church? Why Is more than $95,000
B being invested” by its members andthe denomination? Is it 'simply so that worship
services: and a Sabbath School. can be: conducted each week? If the Hillsboro
Church has no: long-term futm thexr perhaps it is best to "cut the losses™ and
close: it down: now.. The only rationaler for solving the current problem that will
meet the: will .of Goc[ is: a plan for- the‘ advancement of His kingdom- in Highland
County. The Hillsboro Church needs to put together such a plan, and commit time
and energy, as: vtell as money, to its intplementation. |

The consultant wishes to commend the efforts of church members who are

presently working with Elder Osorio in conducting smail group Bible studies with
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the use of video materials, Commitment is demonstrated when a church member
takes on an extra job just to finance the purchase of video. equipment for Bibie
studies..

- Recommendations: to the Ohio Conference

I.. The conference officers-'and' Executive Committee must. carefully consider
 not only the costs: involved in: this one case; but the kind: of implication their
actions: wilL telegraph to the rest of the congregations in: the: conference. It would
. be: best if action on this case were accompanied by a policy statement regarding
~when: future funds will be committed and- when they will not, and what happens if
a church gets: into a position. where it is not paying back the funds loaned to-it.-
Cirrent policy: speaks to the portion oﬁ the total. cost of a building project which

: the conferencez wiII pay',; and gives some guidelines for financial: c::omputations,r but-
.it is inadequate n (a): assessing the Iong—range viability of the congregation, and’ (b)
' _verifying the: pledges that are made by church members.. A careful detailed
formula: that indicates what is a safe amount for a congregation to borrow should

- appear in: a: policy document.

- L If the local: church and the Revolving Fund will agree: to the other
.recommendat_ions. in this report, then a limited amount of immediate financial
_.assi'stancef- is probably the .wisest': com'se of action for the Ohio Conference to take
at this time. If the small .char.ches: m.the: conference feel that (a) they are:
threatene_d%l in the: carrent:' e_conomic environment,;‘ and (b} the conference is just
- going to- let—: them: die; then. & very negativezreactlon. could develop-- among that
pottion-v of the constituency.,_

3. There is need for a person on the cont:erence. staff who has the solid
business experience and respect of the churches and conference leaders necessary to
manage building' projects, as well as other business affairs, Treasury personnel

cannot be expected to function as general contractors for church building projects,
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or even to be-. e:tpert at negotiating' with snd monitoring the work of contractors;
General contracting skills are needed. If such a staff person had been available
when the Hillsboro group discovered the dome of : solid rock under their building |
site, there may have been a course of action suggested that would not have cost
an additional $12 000. Perhaps a. person with these skills would even have
suggested a. few hundred dolia.rs be spent on geological studies before the. lot was.
Purchased. o ' _ | o
4 Proposais i'or'- building projet:ts should b'e required- tu~ be submitted in much
fuller detail.. Time spent writing. a complete proposal document may prevent time
spent in- writing documents like: this one. A sufficient presentation of a. church
building project would include the: growth: history, congregational analysis,
stewardship history,, mission potential and: pians of the- church as well as details

| about cost of construction, ete,. Local churches shouid be: required ta. prove that
they have serlous strategies. for- future mission before Iarge sums of denominational
funds are committed to their _building. projects.

Recommendations- to the Revolving Fund-

I. The interest rate om the Hillsboro loan should be rolled back to the 6.5%
on: the original notes. The notes do not indicate anything about a variability of |
" interest rete-. efeu_ in the event of late payment, and Elder Russell's letter of May*-
5“,. 1983, clearl'y' {ndicates. that' the:. Revoiﬁng Funds knows. that "concurrence™ of the:
local: church is: needed in. the changed arrangements. This would reduce the pay-
ments: by: about $100: a montha and. make it possible for the piens of the local
church to begin to be successful in paying off the debt. |

2. The Revolving Fund. should also make this original interest rate retroactive:
and thus reduce‘the indebtedness of the Hillsboro Church to less than it originally-'
borrowed. If the local church is locked into a situation where the debt grows

faster than it can pay it off, there will be no motivation to pay the loan, This
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also creates a situation where investors in the Revolving Fund must question the
nature of its assets and the rate of growth in these assets,

I am sure that these two recommenoationsr will come as a surprise to the
management of the Revolving Fund.. Nonetheless I would ask them to consider
carefully what the results wilI be if local conferences find that they are being.

_ charged for bad loans. WilI local conferences contimue to support the: Revolving:
Fund it they must choose: between the: cost of paying off. oId debts and the
reactions: of their‘ own constituency- to the:_ forced sale of church buildings?. What
will'::-‘ happen: _When= local chur.ch. leaders see a local church forced to sell its building
in- order to: protect. l:he i‘x.-westrner-xte; of the: Revolving. Fund? Will they continue: to.
support. the Revolving Fund, or will they" seek other sources of financing for local'
church building projects? o o |

3. Amendments should be made: to the policy regarding loans: that are made
because: of cash: flow need& tied to. gifts of real estate. The consultant feels that .
the: Revolving' F_und would. want to consider handling these in a differeat fashion
_than: are regular loans: for church building' projects;, perhaps in a way eimiliar to
how- securec_l loans: are-handled by banks. When a church member- is. wﬁling.* to. give
a plece of property 11.1 order to: gain a loan for a 'project,_ they should be willing to-
sign: papers givirig, th.ev oourcef of the loan a mo'rtgage: on the oroperty.. If not, : then

na loan should be made, -
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SUMMARY

If the local church will implement the recommendations in this report, it
should have an income of at least $350 a month from the regular giving of its
members 'and?. a rental income of an equal amount, This should be sustainable for
eight: years,. especialiy if the church pursues its: curreut initiatives. for church
| growth through smalI group Bible studiesg This would mean: that the church: could:
pay at Ieast $550 per month toward the {oan: for a: full twelve months: each year,
or & total of $6,600 per yean | |
o I the Revoiving Fund' will implement: the recommendations in this report, the
monthly payment o this loan would be about $550 and the total to be repaid
would: be less. than $40,000 Thia would enable: the loan to be repaid im eight
years,. and: would. make the Ioan & more solid asset. on: the balance sheet: of the
Fund. R | o : .

If 't].ie Ohio Coniei'ence- 1.w*iII;?-”ini'p.Iem.em:;' the recorn-mendations in this" report,
the small amount of funding necessary to. grease the edges of this plan will be
avaiiable and insure its: implementation. ’I‘he conference officers and Executive
Committee may also: need to take a hard-nosed role im: getting the other parties to
agree to. these recommendations, It has played the role of go~between in this story
from its: beginuing, and should not shrink from. the new demands placed on that role
at' this time.t

| ‘More: important than- the: question of working out a package to salvage this
loan,g is the lesson: to: be learned: from this story. The policy implications of this
case must be given attention, especlally by the Ohio Conference and the Revolving
Fund.
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' APPENDIX A
COMPARISON OF COST ESTIMATES & ACTUAL EXPENDITURES
HILLSBORO CHURCH BUILDING PROJECT

- '- - L Estimate ~ Actual
Cost Area: : S : (8-7-74) {11-11-75)
- Framing L zpen ' 24,250
Weang . maw . zaw
Lighting & electrical . 1,805 - 7,159%
Fl@orr coverings S 1,500 | S 1,036
'Plumbing T - 4,854
Masonry &. cement work. S 9,800 . _ - 9,851
Excavating oo s@ T1,501%*
Roof, gutters & sidng - T30 1,203
Painting. - . 180 2
'PA system | 400 396
Pews: & puipit furniture: . 5,100 : 5,134
Finishing | e o 9,284 %
Items: not in the original plan o _ : 3,005
_ .".’Th'er; 6riginal. éstiméi:ea- was: based on purchase: of materials. with _dbnated. labor.
Materials did cost only $1,652,. less. than' budget; but labor- cost $5,507 even though
it came: from a: staff member of Kettering Medical Center who. was prevailed upon
to- help. e | | -
*#*[n. addition to: $6,000: of additional. charges: for e:{cavating%. labor,. there was. an -
unexpected. 5550 for purchase of dynamite;, and. then. $3,883: for dirt and: gravel to
backfill the change in: postion of the building on: the site. C
***The original $2,230: was all to be for purchase of materials; labor was to be
donated. When the volunteer worker dropped out, it was necessary to hire $2,365

in labor, and purchases at lumber yards and hardware stores mounted to nearly
$6,500.. In addition a person was paid $§526 to imstall locks.
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- APPENDIX. B:
GIVING HISTORY - HILLSBORO' ADVENTIST CHURCH

Yéa-r-, o Tithe - Increase Percapita | Local Giving % of Tithe

1982 8,699  18% . §90 $6,041 T
1983 08 4 s 699 . TME
e o678 7% 3@ 8258 85%




