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This seminar will discuss essential elements needed to develop a church budget.  Churches need a 

budget to help strategically guide them through the year, keeping them on track for 

accomplishing their financial goals.  In addition, I will walk you through the process: who to 

initially involve in development; categories necessary to include; reports that are vital to help the 

church understand month to month if they are on target; and overall, how this creates a better 

system of stewardship for all involved.   

 

 

One of the things I despise the most about pastoring is having the financial responsibility 

weighing upon me.  I don’t know about your church, but in our church it has been a 

constant struggle to keep the finances where they need to be.  This is not necessarily my 

area of expertise.  I am sure some of you here may be better equipped from an accounting 

standpoint than I, but I have been proven a good financial manager of resources.  

 

I talk with other pastors and sometimes people who have been in other churches and 

finances have not been a problem at all.  As a matter of fact, some churches may have 

100-200 thousand dollars setting into the bank.  Well, I guess that in itself is another 

seminar about investing in the kingdom. 

 

But what we want to do today is talk about having a financial structure and plan in place 

in the local church.  John Maxwell used to say, “If you fail to plan, you plan to fail.”  It 

may not be intentional, but some pastors and churches never see the need or importance 

of operating from a financial budget.  Budgeting can be hard – but it can also be 

productive. 

 

“A budget is a road map for you to use to advance toward your ministry’s vision.  

Drawing from last year’s expenses and your current goals, you can develop a picture of 

what to expect for the coming year.”  Aron P. Willis  

 

There is far too much information regarding this subject to cover in my allotted time, so 

let’s get started.  Let me ask some questions to get us thinking. 

 

“How Much Money Does Your Church Need To Operate?”  

Answers….$50,000, 100,000, 200,000?  

 

Do you think it is necessary to have an idea how much money is going to come into 

your church in any given year? 

 

So, let’s start with some really basic guidelines:  
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Accounting Principles 

 

How is money accounted for that comes in your church? 

 

Who is responsible?   

 

What is the process or processes in place to ensure fiducially responsible practices? 

 

How is your money collected, counted, and deposited? 

 

How many people are responsible on a weekly basis for tracking the money? 

 

Is budgeting necessary?  

 

 

Reference Manual  

129.19. To elect a secretary from among the church membership who meets the 

qualifications for church officers as specified in paragraph 34. Such election shall be held 

at the first meeting of the new board. The individual so elected shall serve until the close 

of the church year and until a successor has been elected and qualified, and has voting 

privileges only if elected to the church board at a duly-called meeting of the members of 

the congregation. (34, 113.6-113.8, 113.11, 128, 135.1-135.7) 129.20. To elect a treasurer 

from among the church membership who meets the qualifications for church officers as 

specified in paragraph 34. Such election shall be held at the first meeting of the new 

board. The individual so elected shall serve until the close of the church year and until a 

successor has been elected and qualified, and has voting privileges only if elected to the 

church board at a duly-called meeting of the members of the congregation. No member of 

the pastor’s immediate family (spouse, children, siblings, parents) can serve as the local 

church treasurer without the approval of the district superintendent and the District 

Advisory Board. (34, 113.7-113.8, 113.11, 128, 136.1-136.6) 129.21. To cause careful 

accounting to be kept of all money received and disbursed by the church, including any 

child- local government 89 care/schools (birth through secondary) and Nazarene 

Missions International (NMI), Nazarene Youth International (NYI), Sunday School and 

Discipleship Ministries International (SDMI), and make report of the same at its regular 

monthly meetings and to the annual meeting of the church. (136.3-136.5) 129.22. To 

provide a committee, no fewer than two members of which shall count and account for all 

money received by the church. 129.23. To appoint an auditing committee or a committee 

of independent examiners, or such other qualified persons, that shall audit or examine, to 

at least the minimum standard required by national or state law if applicable, or other 

recognized professional standards, at least annually, the financial records of the treasurer 

of the church, the Nazarene Youth International (NYI), the Sunday School and 

Discipleship Ministries International (SDMI) Board, Nazarene childcare/schools (birth 

through secondary), and any other financial records of the church. The pastor shall have 

access to all records of the local church. 
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Here are some keys to effective budgeting: 

 Good recordkeeping is essential.  The system need not be elaborate, but it is 

critical that the church know its income and at least the main categories of 

expenses.   

 The easiest way to budget for this year is to look at the income and expenses for 

the previous year and make your best estimate about how those will change in 

the coming year. 

 It’s better to slightly over-budget an expense than to under-budget.  That helps 

with the inevitable unforeseen expenses that will happen. 

 Having a budget is of limited value if you don’t review your progress each 

month.  How do you do that?  You must have a system of record keeping and the 

appropriate reports.  The current month is important, but I’m usually more 

interested in the year-to-date numbers.  How much we received compared to what 

we projected?  How much we spent compared to what we projected to spend?  

Where there are significant differences, explain why. 

 Don’t expect that the budget will be perfect. 

 

 

Those Involved in the Budget Planning Process 

Who should be involved in the process is a function of church-size and capabilities.  For 

a small church, the pastor, treasurer and a representative from the trustees may be 

adequate.  In a larger church, a finance committee composed of a chair, the pastor, 

treasurer, each department head, and a representative each from the trustees and stewards 

may be appropriate. In smaller churches, probably three-four people are enough. 

 
 

You need to know these two things!  
How much did we spend last year? 

How much did we receive?   
 

 

One aspect of monitoring the budget is tracking cash flow.  It is not enough to raise $100,000 per 

year, but a certain amount raised each month is necessary to cover salaries, utilities, and normal 

fixed expenditures.  The treasurer can develop and produce reports that can be reviewed at a 

monthly board meeting.  From time to time, depending on the cash flow in relation to the budget, 

evaluation must be made as whether continued spending can occur or some budget items need to 

be place on hold.  This is a good place to say just because something has been budgeted, perhaps 

even in a certain department, i. e. youth, spending cannot occur if funds are not available in the 

operational account! 

 

 

The budget process can accomplish several things: 
It forces a church to plan 

Encourages a church to evaluate past programs/ministries 

Provides direction for the future 

Helps establish priorities 

Authorizes spending in advance and saves time 
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Allows more people to be involved 

Leads toward accurate and clear reporting 

Promotes better stewardship 

Provides appropriate information for pastor’s report 

Provides necessary information if requesting a loan from a lending institution 

Guides expenditures in a stated time-frame (cuts down on impulse spending) 

 What happens if there happens to be a certain amount of “excess” money in the church 

 treasury?  If it is known in a board meeting and a particular dept. head is aware, they may 

 speak to a need in their department.  I had this a few years ago in one of our departments.  

 The best talkers usually get the money! 

 

Types of Budgeting 

Several types of budget formats are available.  Depending upon a pastor’s background or the 

board’s background, certain elements and procedures can be adapted and implemented to best 

serve the whole. 

 

Zero-based Budgeting 

In this budgeting process, all programs, personnel, etc., must be re-justified each budget cycle.  

Each year, you go back to zero and prove the need for each program and/or employee.  Should we 

evaluate the past to see if what we have been doing is effective?  Absolutely!  Does that include 

having the SDMI, NMI, or other key groups go back to “ground zero” every year and justify the 

need for a particular program?  That depends – How much is being spent? – And, is the ministry 

producing and/or being effective?   However, this type of budgeting can be very time consuming 

and usually not the best type of budget for all church settings.  It goes without saying, the church 

needs a pastor – at least we hope so – so the pastoral budget would be a necessary item in the 

budget.  Evaluations/raises or the type of package a pastor has should be evaluated annually. 

 

Line-item Budgeting 

Many churches use this type of budget.  Basically, the previous year’s budget is reviewed and 

certain percentage increases are made.  This may not be necessary if a particular ministry is not 

utilizing the monies already appropriated.  Those who have a large budget already may have a 

larger budget once increases are made.  It may be difficult for a small department area to ever get 

the necessary increases for that ministry to properly function – and example might be nursery, 

children, or youth.   

 

Strategic Budgeting 

This is taking the best of both zero-based and line-item budgets.  In this method, attention is 

given as to whether or not a program/ministry should be continued (zero-based), but builds upon 

the past cost or needs (line-item).  For most churches, the past is a good indicator of the future 

needs.  The fact that you spent $5,000 on property insurance last year might be a good indicator 

that you will probably need at least that much this year, as well as a slight increase.   

 

 

Developing the Budget from the Beginning 

As the pastor and church finance team, begin to think what are our primary areas of expense. A 

good starting place is to look at the annual pastor’s report to find what areas the General Church 

are looking for financial accountability.   

 

Share from APR – Have someone distribute copies  

 

Share mock budget – distribute  
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Warning 

You cannot spend “budgeted” money if it is not available in the operational account! 

In other words, the SDMI chair or youth pastor may say, “I have $500 in my budget, I am going 

to buy new materials or have a weekend training.”  If monies are not available in the operating 

account, there is nothing to pay for the budgeted expenses!  Some do not understand this!  

 

Revising the Budget 

A budget is not set in concrete.  It is a spending plan that is adjustable if revenue and expenditures 

warrant it.  This can be evaluated on an “as needed” basis but should be avoided as much as 

possible because it does away with the intended structure of operating from a budget.  Something 

we don’t do, but can be a recommendation to this is to have a “contingency fund” to the original 

budget.  After a church is accustomed to operating from an annual budget for a few years, 

members begin to get more comfortable and trusting with the process.   

 

Reports: 

Income Statement/Expense 

One of the main financial statements (along with the balance sheet, the statement of cash 

flows, and the statement of stockholders' equity). The income statement is also referred to 

as the profit and loss statement, P&L, statement of income, and the statement of 

operations. The income statement reports the revenues, gains, expenses, losses, net 

income and other totals for the period of time shown in the heading of the statement 
 
A summary of a management's performance as reflected in the profitability (or lack of 
it) of an organization over a certain period. It itemizes the revenues and expenses of 
past that led to the current profit or loss, and indicates what may be done to improve 
the results. 
In contrast to a balance sheet, an income statement depicts what happened over a 
month, quarter, or year. It is based on a fundamental accounting equation (Income = 
Revenue - Expenses) and shows the rate at which the owners equity is changing for 
better or worse. Along with balance sheet and cash flow statement it forms the basic 
set of financial information required to manage an organization. 
 
Read more: http://www.businessdictionary.com/definition/income-statement.html 
 

Profit/Loss 

What is the 'Profit and Loss Statement (P&L) 

A profit and loss statement (P&L) is a financial statement that summarizes the revenues, 

costs and expenses incurred during a specific period of time, usually a fiscal quarter or 

year. These records provide information about a company's ability – or lack thereof – to 

generate profit by increasing revenue, reducing costs, or both. The P&L statement is also 

referred to as "statement of profit and loss", "income statement," "statement of 

operations," "statement of financial results," and "income and expense statement." 

http://www.investopedia.com/terms/f/financial-statements.asp
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Read more: Profit and Loss Statement 
(P&L) http://www.investopedia.com/terms/p/plstatement.asp#ixzz4xNtTZrjU  
Follow us: Investopedia on Facebook 
 
 

Budget – Year-To-Date (include percentages of budget spent)  

Key Categories – Can set up to align with our annual pastor’s report 

 

Sub-Categories  

 

Reports: Profit/Loss (Expanded budget report) – Income/Expense  

 

 

 

In summary, I believe a budget is an absolute necessity to monitor the inflow and outgo of an 

organization’s money.  It provides the church with a financial plan, maintains accountability, 

addresses good stewardship, and helps in planning for a better overall future for the church.  This 

process should be done annually as one fiscal year comes to an end and another is about to begin.  

 

 
Some of the above material adapted from NBC lecture on financial planning – 8-15-08 

 

 

 

 

 

 
 

http://www.investopedia.com/terms/p/plstatement.asp#ixzz4xNtTZrjU
http://www.investopedia.com/terms/p/plstatement.asp#ixzz4xNtTZrjU
http://www.investopedia.com/terms/p/plstatement.asp#ixzz4xNtTZrjU
http://ec.tynt.com/b/rf?id=arwjQmCEqr4l6Cadbi-bnq&u=Investopedia

