Parochial Report Preparation Sequence & Tips
For 2010 Parochial Reports

The following comments refer to lines on page 3-Stewardship and Financial Information of the Reporting Congregation on the 2010 Parochial Report form.
Giving Information for 2010-Lines 1 and 2

These two lines can be completed in any order.  
Lines 19 and 20 – Cash and Investments

 These two lines can also be completed in any order.  Note that these numbers are fair market values at December 31, 2010.

Lines 3 through 18 – Report of Revenues and Expenses for the 2010 calendar year
The 2010 parochial report is the first one parishes will complete since the change in the assessment canon approved at the 2009 Diocesan Convention and effective as of January 1, 2010.  Although the assessment canon changed the base for the computation of assessments payable to the diocese from NOI to NOE, the parochial report did not change.  
The general rule that Line B-Total Operating Revenues, and Line E-Subtotal Operating Expenses should be equal remains in effect.  This rule is embedded in the parochial report definitions.  The parochial report is a special report, and is not designed by conform to GAAP (generally accepted accounting principles) or the methods by which your parish may account for its transactions.  It has its own unique set of definitions and rules that need to be followed in preparing the report.  You may need to adjust the amounts on your internally prepared financial statements to report numbers accurately on the parochial report.

We recommend that the expense section (lines 12-18) of the parochial report be completed before the revenue section (lines 3-11).  The Total All Expenses (line G) should represent a number which is readily determinable from your financial records and reports.  This total expenses number then needs to be allocated between operating expenses and non-operating expenses.
Non-Operating Expenses
Line 15 – Major improvements & capital expenditures

We recommend that each parish have a capitalization policy, which requires that equipment and building improvements in excess of a threshold amount be capitalized and depreciated over their useful life.  The Diocese of Ohio uses $500 as this threshold amount.

Line 16 – Expenses for Congregation’s outreach and mission

The total cost of running parish-based outreach programs is reported on this line.  The total cost includes an allocated portion of salaries and benefits, and also indirect costs allocated such as utilities.  

Line 18 – Funds sent to other organizations 

This line represents the disbursement of special offerings collected during the calendar year, such as Good Friday offerings, Episcopal Relief and Development, discretionary fund collections, Two cents a meal, Bishop’s Annual Appeal and similar offerings.
Disbursements from operating receipts for outreach purposes, which were authorized by the Vestry, but not included in the 2010 budget passed at the parish’s annual meeting, should be shown here.  For example, the parish may have responded to an appeal for the Haiti earthquake which was not budgeted.  Those amounts are not considered operating expenses since these amounts were not budgeted, although such amounts are outreach expenses.
Line F-Subtotal Non-Operating Expenses, does not need to equal Line C-Subtotal Non-Operating Revenues, and probably will not equal.
Operating Expenses
The amount on Line E, Subtotal Operating Expenses, should be the difference between the amount of all expenses and the amount of non-operating expenses.  If an expense does not fit within the definition of a non-operating expense, it is an operating expense.  The instructions for page 3 detail the types of expenses which are categorized as operating expenses.  

The allocation of operating expenses among the three lines on the parochial report should be fairly straightforward.  Line 12 reports for amount paid or accrued to the diocese as assessment expense for the calendar year 2010.  Line 13 shows the amount of disbursements and/or amounts payable for outreach from the operating budget.  This line should only include those amounts which were included in your 2010 budget passed at the annual meeting.  Amounts expended for outreach include payments to Episcopal Relief and Development, local food banks, Habitat for Humanity, etc.  The congregation may not have sufficient scale to initiate and operate an outreach program internally, but still wishes to donate to such efforts.  Please refer to the instructions for this line for further examples.
Line 14-All other operating expenses 
 If the parish received no assistance from the diocese ($0 on line 7), this amount determines the final assessment due for the year.  The formula for Normal Operating Expenses, or NOE, is Operating Expenses, line E of the parochial report, less Lines 7, 12 and 13.  
If NOE on the parochial report is greater than NOE on the 2010 assessment estimate previously submitted, the parish will owe additional assessments.  If the parish’s actual NOE (per parochial report) is less than the NOE on the assessment estimate, the assessment due is less than the estimate and the parish will receive a credit.  Please do not use your 2011 credit until you receive notification from the Finance Office.  Some parishes have previously taken a credit before their parochial report was even filed.  The assessment reconciliation form used in prior years has been eliminated.
Revenues
The revenue section of the parochial report (lines 3-11) may differ from your books and records and financial reports.  Again, the parochial report is a special report, with its own definitions and rules and is designed for a targeted audience.   Please prepare this section in accordance with the definitions.
Amounts may need to be reported as revenues on the parochial report, even though these funds are not shown as revenue on the parish’s books and records. One common example is transfers from savings or investments that are used to pay operating expenses.  Another example is fund-raising expenses, which are netted against revenues on the parochial report, instead of being reported as expenses.

Balancing your parochial report
Based on my experience at the Diocese of Ohio, the hardest concept to grasp with respect to the parochial report is the balancing of operating revenues and operating expenses.  

The following information is an excerpt from the parochial report instructions and is very important:


“All funds, from whatever sources, that are used for the general operations of the congregation are operating revenues.”

“Because operating revenues are defined as the funds that are used to pay operating expenses, operating income will typically equal or nearly equal operating expenses.  If this report is completed correctly, there will usually be no significant difference between total operating revenues and total operating expenses.”
In other words, if an expense is reported as an operating expense, an equal amount of funds needs to be reported as operating revenue.  
The use of funds, rather than their receipt, determines how revenues are allocated between operating and non-operating revenues.  For example, a parish needs funds to purchase a new computer, which is a capital expense in the parish’s records.  Even if the parish uses pledge and plate revenues (typically operating revenues) for this expense, the amount of funds used to buy the computer are reported as non-operating revenue on the parochial report.  
The meaning of nearly equal (operating revenues = operating expenses) for the Diocese of Ohio is defined as $500.  The difference between the operating revenues and operating expenses on the parochial report cannot exceed $500.  

