Property Acquisition and Construction Questions

It is a big step in the life of a church when considering a property purchase, renovation and/or construction project.  Entering into this type of transaction can be exciting and challenging.  This document is designed to help your church consider all the possibilities and decide what will serve your church best.  A building is not what defines your churches success, but instead the ministry of lives changed.  Owning a building is similar to owning a home, it requires a lot of management and money.  These questions are a great discovery tool and will allow for great discussion and a fully informed decision.  Invite your leadership team and church council to walk through this document with you. 
Things to consider when going into a building purchase or construction project:
In the Words of our Lord in Mathew 28:18-20: 
And Jesus came and spoke to them, saying, “All authority has been given to Me in heaven and on earth. Go therefore and make disciples of all the nations, baptizing them in the name of the Father and of the Son and of the Holy Spirit, teaching them to observe all things that I have commanded you; and lo, I am with you always, even to the end of the age.” Amen.
We are called to disciple, to build people up, to then send them out.  And yet there is a tension, a reality we all face, we need a place to do that.  Maybe your church is debt free, but you feel you need more space, maybe a facelift, something in the physical isn’t reflecting what God is doing in the Spiritual?  So you contemplate a building project: an expansion of sanctuary; maybe new children’s building or wing; more room for small groups.  You’re not sure what it is, you just know what’s there isn’t sufficient.  Sound familiar?  You are not alone.
Before your consider anything, ask yourself the most important question – Why should I build?  Why should I invest time, talent and treasury into brick and mortar that will not make it to glory?  Yet without that brick and mortar, how do I keep my hand on the plow and grow the church God has granted to my stewardship?  Is this new building or remodel driven by ministry needs?  Is it kingdom based or just something you think that is needed.  Is there some way to accomplish ministry goals without building a building?  
What are common reasons that churches begin a building program/project?
We will stop growing without a new building! 
Buildings rarely if ever cause growth.  They are a tool for ministry; a house that the Holy Spirit uses to expand the harvest, not the reason for ministry and increased fruit.  The building can easily become the tail leading the head as the expense of finances, volunteers, and pure stress that comes with a project is overwhelming. Many building projects begin with enthusiasm and wear down with challenges, change orders, zoning issues, entitlement challenges, and parking requirements. 
Goal: Luke 14:28
For which of you, intending to build a tower, does not sit down first and count the cost, whether he has enough to finish it—
Remember that the cost is not just funding, it is time, talent, and treasury.  What is the true cost of the project?
Look at these issues realistically:
· What is the year to year growth rate in attendance over the last 5 years?
· What is the year to year growth rate in giving over the last 5 years? 
· What is the projected growth rate for the next five years for attendance and giving?
· Who’s driving the new project and what is their viewpoint?
· What are the assumptions built into your plans – what is your contingency plan if the assumptions do not carry through?
· Remember that all projects begin well, but are a challenge to maintain.

“There are donors who say they will support this project!” 
Church members will be inspired by your leadership.  Their enthusiasm needs to translate into a growth in giving (above current trends) to support the new project over the life time of the project.
A one-time spike in financial support does not translate into a 3-5 year building project with growing financial demands.  Make sure the base is there to support the new debt and the new expenses.  
Goal: Habakkuk 2:2-4
Then the LORD answered me and said: “Write the vision and make it plain on tablets, that he may run who reads it. For the vision is yet for an appointed time; but at the end it will speak, and it will not lie. Though it tarries, wait for it; because it will surely come, it will not tarry. “Behold the proud, His soul is not upright in him; but the just shall live by his faith.
Write the vision, make it plain and make sure it can be communicated.
· Look at your total costs over the life of the project in time, talent and treasury. 
· Guard your own pride and know the Lord will not tarry and will affirm the vision and the means to see His vision carried out!
· “We are a new church with new wineskins!  We need a new image to show our community!” 
· Be careful not to let the end product of a new building supersede the vision and objectives of the ministry.  People get caught up in the thing and not what the thing can do for the ministry.  
The building is an important statement about the ministry that Jesus is doing through your church.  But what can you do instead of buying a new building to improve your community outreach and presentation of your vision?
· What about a new more dramatic painting?
· What type of signage is there?  
· How welcoming is the building?  
· How active our volunteers in greeting and welcoming people?
· Can you communicate the gospel through electronic venues?
· What about going smaller but multiplying those smaller venues?
· Video venues?
· Adding services?
· Multi-generational services?
Goal: Acts 2:46 
So continuing daily with one accord in the temple, and breaking bread from house to house, they ate their food with gladness and simplicity of heart,
· Let the temple or the building be a gathering place of unity
· Sometimes “old and warn” can be “vintage and retro” 
· Know that the building is not the solution – though it is a mighty tool of help
· Let the spirit of gladness and simplicity of heart guide the flock.

 “A building program will give us a focus and a purpose” This will only work if the plan is well thought out and trusted.
Buildings are one tool in your tool chest.  These tools are meant to help your purpose, not be your purpose.  Use the tools to the best of your ability to accomplish your missions of discipleship and Kingdom growth through released and powerful ministers.  
	Goal: Mathew 28:18-20
And Jesus came and spoke to them, saying, “All authority has been given to Me in heaven and on earth. Go therefore and make disciples of all the nations, baptizing them in the name of the Father and of the Son and of the Holy Spirit, teaching them to observe all things that I have commanded you; and lo, I am with you always, even to the end of the age.” Amen.

Questions for purchasing an existing building or construction project:	
1. What have you been sensing the Lord saying concerning this building or construction project?
2. What is the mission AND MINISTRY OBJECTIVE for the church and how does that fit with the building or construction project?  
3. Is the council fully supportive of this decision and have they as a council and leadership been able to think through this thoroughly?
4. Does the council have people with project development expertise?
5. Have consultants been retained to advise the council?
6. Are you using a real estate agent to represent you with the seller?  Have you looked at comparable properties to ensure you are getting a good value?
7. Is the building/property zoned for church “Public Meeting or Assembly?   Will the church need an occupancy permit?  Will the church need a conditional use permit to operate within the city zone?  Has a code analysis been prepared?  Will there be enough room on the site to park the required number of cars?  Will the church create traffic problems for the neighborhood?
8. How close in proximity is this building to the place the church is currently meeting?  If it is more than 5 miles away, how do you feel this will affect those who attend your church currently? Is the area more visible?   Have you prepared a radius map showing the outlying zip codes for the congregation?  Would they travel to the new church site?
9. How many services does the church have?  How many are attending each service?  If one of the reasons for pursuing a building is more space for services, have you considered adding additional services, planting a church or video venue to a satellite site? 
10. Have you considered the additional expense over what the church is currently paying for a mortgage or rent on the property?    Are you currently netting income that at least equals the amount of the new rent or mortgage payment?
11. What is your general plan for financing?  
a. What would be your down payment? 
b. What interest rate do you expect?  
c. What are you expecting for the term of the loan?
d. If building include a 25% contingency?
e. Will there be a low enough loan to value ratio to satisfy most lenders?
12. Have you approached your church about doing pledges for the building?  
13. Do you have a building fund?  How much is in the building fund?
14. What additional equipment needs will you have:  Chairs, sound equipment, stage lighting, computers, other furniture?  What is the plan to pay for them?  
13. If the proposal is to include lease income, a lease agreement and other items will be needed. 
14. Have you considered property tax exemption issues if you lease to a third party?  
14. If you are considering at the same time doing a church plant-how does the future church plant affect your finances?
a. How many tithing members will go with them and how will this impact your budget?
b. How many seats will this free up from your congregation to make way for new members?
15. How many people are on staff?  Do you feel that with a building and the new growth that could come as a result, you have the staff to be able to handle the increased needs of the congregation?
16. Owning a property requires time for maintenance and oversight.  This responsibility has the potential to fall on the senior pastor which could to pull him/her away from the ministry of the church.   How will you manage this?  
17. Sometimes congregations go through periods of growth and pruning.  It is important that the leadership team has been stable for some time before embarking on a large undertaking such as this.  The demands of having a church building add more responsibilities and more time onto the leadership.   How strong do you feel that the leadership and congregation is in this season and for how long has it been strong? 
18. Have you been struggling financially at all? If yes, how does that play into your decision to enter into buying or constructing a building project?
19. Have you weighed the cost of a building project or purchase instead of adding ministry staff?
20. Are you able to easily pay for the debt on the building, maintenance, snow removal, janitorial services? How much have you estimated this will add to your budget?  Are you counting on added growth to fund these costs?
21. Do you have plans to set up an emergency fund for the building for future unexpected expenses that arise?  If you do, how much do you plan to put away in that fund?
22. Are you aware of the financial make-up of the church?  Sometimes a few givers support a considerable amount of the budget.  If there were some reason they left, job change etc… would you be able to support the expenses of the church without suffering financially?  Have you done an analysis of the top 15% of givers without the names to see how much each giving unit contributes to the ministry? 
a. If the top 10% of givers were to leave would you be able to afford the addition?
b. Are any of the top givers making specific demands or retaining control over elements of the project design or construction?
23. Although we never would want to assume this would happen there is always the possibility that the church might fall on hard economic times and would not be able to pay the mortgage.   The Foursquare Bylaws state that the pastor would be the last to be paid after all the other bills are paid.  Are you and your council willing to operate this way if your church faced these difficult economic challenges?
24. Many times church attendance and giving drops if a pastor leaves.  This could affect a building campaign significantly and the finances.  What do you as the pastor think your longevity with the church is?  If you were to leave do you think there are people capable to keep things going in your absence?
25. Is the building project designed for the next pastor as well as the current pastor?  Are the ministry objectives impactful enough to sustain long term giving and carry over from one pastor to the next? 

Purchase of Existing property Questions:
26. How many square feet does the building have?  Does it meet your needs now and into the future?
27. Will the building upgrades for assembly use result in added costs and have those costs been defined?
28. What is the condition of the building?  Will you be able to maintain this building?
29. What is the parking situation?  Does this meet with the planning board specs or code requirement in your community?
30. Have you asked the fire marshal and building inspector to take a look at the property to see if there are any code issues including sprinklers, seismic, etc..? 
31. Has a contractor or another professional looked at the building and given you an estimate of renovations preferably a licensed building inspector or code compliance consultant?  Have they done an extensive look at the building pointing out any possibly potential problems?  
32. Are there any environmental impact concerns?  Phase I? Hazardous materials?  Asbestos or lead?
32. What improvements are you intending to do?  What are your plans to obtain the appropriate permits and building inspection?  Is there sufficient heating and air conditioning?  Is there sufficient electrical/ electronic cabling and wiring to support the necessary equipment (audio/visual, sound computer)? What about water/sewer capacity is it sufficient?
33. If the building needs renovations, what is your plan for the costs of that? For any remodel projects that cost $50,000 or more those must be approved by the ICFG board and will require you to deposit and set aside a contingency of 25% of all costs.  Plans, specs, permits, final cost breakdown and a final construction agreement (within the approved budget) will be required by the board prior to commencement of work or funding of a loan.

Questions for a construction project:
34. How many square feet will the building have?  Is this sufficient for now and future growth?
35. Will you have sufficient parking?  Does this meet with the planning board or code requirement in your community?
33. Have you had an environmental study done?  Phase I? Hazardous materials?  Asbestos or lead?
37. Have your plans been approved by the city/county?  Will you obtain bids from reputable contractors?
38. In the plans is their sufficient build out for heating and air conditioning?  Is there sufficient electrical/ electronic cabling and wiring to support the necessary equipment (audio/visual, sound computer)?  Have you retained professional consultants in these fields to assist you?
39. Do you have a budget & contract with a builder for your construction?  Will the builder be bonded?
40. Are the plans approved by the city/county?  If not, what is the status?
41. You will need to notify the insurance department to make sure that you have the construction insurance added to your policy.
42. Permits and a final construction agreement (within the approved budget) will be required by the board prior to commencement of work or funding of a loan.
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Tips for preparing for obtaining a mortgage:

The process of obtaining a mortgage requires planning and organization. You will assist in the process and will improve your interaction with the lender if you prepare in advance in anticipation of their questions.  Below is a list of items the lender will evaluate when you enter the mortgage process.  

43. Cash flow-the lender will analyze your financials to determine if you have enough cash flow to manage the monthly payment, the utilities, and the continued maintenance on the property.  (There is always maintenance that needs to be done on a property.  The church should plan to put money aside to address these needs.)
44. Capacity-The lender wants you to demonstrate that you are appropriately capitalized to make a significant down payment on the property.  They will also look for trends in your financial statements:
a. How long have you been in existence?
b. Has the church been growing or declining over the past years?
c. Where is your money coming from and will it continue to come in?
i. Are your tithes and offerings increase or decreasing each year?
ii. Does your church have other income that supports the church-has this been increasing or decreasing?
45. Character-can we trust you?  (Of course, but this is something lenders are evaluating as they meet with you.)
46. Collateral-if you can’t pay the mortgage payment what is available that will satisfy the loan?  
47. Conditions-economy, geographical area, etc…
a. Do you reside in a depressed area?
b. Was your area impacted recently by a natural disaster?
c. Is your senior pastor facing serious health issues?
48. Assist the lender in seeing financial resources that may not yet be apparent:
a. Did you begin a capital campaign to raise money for the building? Talk with the lender about this.
b. Do you anticipate additional income as a result of purchasing or constructing this building such as rental income?
c. Has your attendance/tithes and offerings increased in the last few months?  The lender will evaluate income for an entire year, so they will not see increases in the last few months unless you point this out.
d. Were there any significant one time financial expenses made that skew your financial reports?   If so, point these out to the lender so they can exclude these costs from your financial statements and improve your net income.
49. Anticipate potential red flags and talk about these with the lender.  They will most likely see the red flags and it would be better to explain in advance.

