Bethany Lutheran Church

Council Report

1. Reported By: Joel Halvorson
2. Organization: Bethany Lutheran Church
3. Date: October 20, 2011
4. Report Purpose and Scope: 
Cash Management strategy
5. Summary for Council:
As of the end of September, Bethany had $506,000 in cash that is, for the most part, held at two banks - Wells Fargo and Chase with a lesser amount held in various funds at Thrivent.  With the recent attention to the status of the banking industry, as well as the need to reduce expenses, I propose that we use some of the cash currently on deposit at the banks to pre-pay our loan with Thrivent as much as possible.  This strategy would maximize our return on this available cash as it will result in a reduced interest payment each month, which is equivalent to a return of 5.875% annually on the use of this cash.  From a budget perspective, a pre-payment of $200,000 by November 15 will result in an additional $8,000 in savings for this budget year (or nearly $1,800 less each month starting in January 2012).  

We currently have nearly $65,000 in our debt reduction fund for this year that will go toward this payment.  By November 15, this amount should be closer to $70,000.  So, in order to make a $200,000 pre-payment in November, we need to use $130,000 from our cash reserve.   Each month going forward, whatever we receive for debt reduction would be used to re-pay this "advance".  Given our commitment with the initial donor to the Founders Campaign, we know that there will be an amount each month that would go to this re-payment (approximately $5,000 per month) and any other gifts from members that are designated for debt reduction would also be used for this re-payment.  It is also possible that at some point Council would consider designating a larger amount of FC savings to accelerate this re-payment.

   

6. Detailed Plans or Next Steps: 
Present to Council for approval at the October meeting. 
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