REPORT OF THE OFFICE OF FINANCE

Condensed Board Report for General Synod 2026

Purpose: This condensed version preserves the most important financial results,
trends, and recommendations from the lengthy report provided in years past while
pairing narrative context with charts.

Office of Finance Overview

The Office of Finance provides centralized finance and accounting services to the
General Synod Council (GSC), Board of Benefits Services (BOBS), and Church
Growth Fund (CGF). The office supports fiduciary oversight, financial reporting,
investment monitoring, internal controls, and responses to financial questions from
congregations, classes, and assemblies.

2025 Audit Results

The 2025 financial statements of the GSC, BOBS, RCA 403(b) Retirement Program,
and CGF were audited by Plante Moran, PLLC. Each entity received an unmodified, or
clean, audit opinion. The GSC Audit and Risk Management Committee reviewed the
audit results and reported them to the respective boards.

Why this matters: Clean opinions confirm that the statements were fairly
presented in all material respects and provide the board with assurance regarding
the integrity of external financial reporting.

General Synod Council Financial Position

Net assets without donor restrictions totaled $22.0 million on the Statement of
Financial Position. This includes property, plant and equipment, and board
designated and management designated net assets. Subtracting property, plant and
equipment, and designated funds from the total net assets without donor restrictions
gives us an “unrestricted reserve” that equals $9.4 million. The GSC'’s reserve policy
requires a reserve of six months of budgeted operating expenses to be maintained in
unrestricted net assets in case of a financial emergency. The budgeted annual
operating expenses for fiscal year 2026 are $10.1 million. This calculates to a required
minimum reserve of approximately $5.0 million. The unrestricted balance of $9.4
million sufficiently meets the reserve requirement. Fiscal year end net asset balances
are represented in the following chart:
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2025 Net Asset Balances

18,000,000
$16,249,122

16,000,000
14,000,000 $12,615,633
12,000,000
$9,421,345 $10,457,104
10,000,000 -
8,000,000
Above requirement
6,000,000
4,000,000
Requ erves
2,000,000
0]

Unrestricted reserve Designated funds Donor restricted - Donor restricted - in
and fixed assets purpose or time perpetuity

Board context: The reserve position remains a source of stability as the
denomination continues to adjust to lower covenant shares revenue. The current
strategy is not to spend reserves casually, but to use the cushion to manage
change while moving toward structural budget balance.

Total income and expenses along with net income from all sources and restrictions
are presented in the following charts. Detailed explanations of the differences
between the two years are presented on the following pages. Net income of $1.8
million was a decrease of $3.5 million compared to 2024. Market gains on
investments and third-party perpetual trust was $4.5 million, a decrease of $1.8
million from 2024. Covenant shares income of $2.8 million was a decrease of
$870,000 from 2024. Covenant shares income was relatively flat compared to 2024.
Expenses were flat compared to 2024.

Contributions and grants decreased by $1.4 million. Net grant income from the Lilly
Endowment was $750,000 less than 2024. Global Mission giving decreased
approximately $670,000, partly due to a $300,000 bequest received in 2024.

Covenant shares (assessments) decreased by approximately $42,000. The year
prior, covenant shares income decreased by approximately $870,000 due to the loss
of churches following the recommendations of the Vision 2020 Team adopted at
General Synod 2021. The impact of churches leaving the denomination should be
minimal going forward.

Investment income was $1.9 million lower in 2025. While markets were favorable in
2025, they were not as robust as in 2024. The endowment fund was up 11 percent in
fiscal year 2025, compared to 18.1 percent for fiscal year 2024.
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Other income decreased approximately $100,000 from 2024. This decrease was due

to reduced earnings in the third-party perpetual trust.

The generosity of donors—churches, individuals, and foundations—accounted for 47
percent of the GSC’s funding. Covenant shares contributed an additional 14 percent

and continue to be consistently paid to GSC by classes.

Income by Source
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Key interpretation: The strong bottom-line result should not be viewed as a fully
solved operating picture. Total net income benefited from favorable markets and
grant activity. Core operating sustainability still depends on continued budget
discipline and revenue alignment.
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Expenses by Natural Classification
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Funding insight: Donor generosity continues to carry a significant share of the
work of the GSC, while covenant shares provide an important base layer of
recurring support. Investment income adds flexibility, but also introduces market
volatility into results from year to year.

Budget Outlook and Improvement Trend

The GSC operating budget deficit, excluding Global Mission and the Ministerial
Formation Certification Agency (MFCA), has improved materially over the last two
years. The current-year operating deficit is $214,200, compared with $520,000 in
2025 and $931,400 in 2024. This improvement reflects active cost management and
a multi-year plan by the general secretary to balance the budget by fiscal year 2027.

Covenant shares revenue has declined sharply over the last five years, falling from
approximately $6.0 million in 2020 to roughly $3.0 million today. The organization
has responded by reducing expenses, limiting reserve usage, and continuing to align
resources with core ministry priorities.

Year Operating Deficit
2024 $931,400

2025 $520,000
Current $214,200

Why this trend matters: This shows real progress toward structural balance. The
remaining gap is much smaller than it was two years ago, but continued discipline
will still be required, especially if revenue softens further or strategic priorities
expand.
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Board of Benefits Services

As of September 30, 2025, approximately $383 million was held in participant
accounts in the RCA 403(b) Retirement Program. Annual participant and employer
contributions were approximately $9.8 million, with distributions to participants
totaling about $20 million. The denomination continues its commitment to contribute
at least 11 percent of eligible salaries of RCA-ordained ministers to retirement
accounts.

The BOBS’ General Fund remains financially healthy, with approximately $36.8 million
in net assets. Investment earnings, endowment support, and operating revenue
continue to support retirement administration, assistance programs, retiree
chaplains, and financial wellness initiatives.

Support for the assistance and retiree chaplains’ programs came from designated
contributions and annual investment income from endowment funds. Assistance
grants and retiree chaplains’ ministry expenses were $541,000 in 2025. The
premiums received for life and long-term disability insurances cover the costs of
administering those insurances. Financial education and well-being initiatives were
funded by annual endowment income and grants from the Lilly Endowment, Inc.

Board context: The retirement system itself remains strong. The primary
governance concern is compliance: ensuring required contributions are made and
that the denomination continues to uphold its commitments to ministers.

Church Growth Fund

The CGF ended fiscal year 2025 with approximately $79.2 million in total assets,
including about $38.6 million in cash and short-term investments and $39.5 million in
loans to churches. The loan portfolio was funded by approximately $21.8 million in
savings certificates and $54.8 million in net assets. Net surplus for the year was
approximately $2.3 million.

The CGF continues to maintain strong liquidity, capital, and cash flow relative to
industry standards. It also contributed approximately $830,000 to the GSC for
church plants, church revitalization, and next generation mission scholarships,
reflecting its ongoing role as both a lending ministry and a denominational partner.

Board context: The CGF remains one of the denomination’s stronger financial
assets. Its balance sheet strength supports both lending capacity and a meaningful
contribution back to broader RCA ministry.
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Investments and Asset Management

The investments of the General Synod Council (GSC), Board of Benefits Services
(BOBS), and Church Growth Fund (CGF) are stewarded through a disciplined,
professionally managed framework designed to balance liquidity, long-term growth,
and fiduciary responsibility. Oversight of these investments is provided by the
General Synod Council Investment Advisory Committee (IAC), which meets semi-
annually to review performance, ensure compliance with investment policy
statements, and recommend any strategic adjustments to the respective boards.

A significant portion of the RCA’s investable assets is held in operating reserves,
which are structured to provide both liquidity and stability. Since 2017, these
reserves have been managed by Telemus Capital in segregated portfolios for each
RCA entity. The reserves are intentionally divided into two tiers: a short-duration
fixed income portfolio that serves as a secondary liquidity source, and a longer-
duration portfolio that incorporates both fixed income and equities as a tertiary
liquidity layer.

Investment perspective: $353.9 million is invested in fixed income portfolios (as of
September 30, 2025), which are structured across short- and intermediate-
duration strategies to balance liquidity and return.

In addition to operating reserves, the RCA maintains a meaningful pool of long-term
endowment assets. The GSC manages approximately $33.5 million in endowed funds,
some of which date back to the mid-1800s. These funds are invested with a long-
term horizon, with earnings supporting donor-designated purposes while preserving
the original corpus. Investment management is led by LVM Capital Management, with
a blend of active management and passive indexing aligned to a 70/30 equity-to-
fixed income benchmark.

The broader endowment pool also includes funds designated for RCA-related
ministries, congregations, and educational institutions. In 2025, these investments
generated meaningful distributions to support ministry:

Endowment Impact 2025
e $1.1 million distributed to GSC
e $37,000 distributed to CGF
e $225,000 distributed to RCA-affiliated organizations

BOBS maintains a separate endowment of approximately $34.3 million, operating
under a similar investment strategy and governance structure. In 2025, this fund
contributed approximately $374,000 to support BOBS’ General Fund operations.

Retirement plan assets represent another significant component of the RCA'’s
financial ecosystem. These assets are administered by Fidelity Investments, with
oversight support from Creative Planning Retirement Services and the IAC in its
fiduciary role. The investment lineup is designed to provide participants with
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diversified options, including target-date funds, core mutual funds, ESG options, and,
as of 2024, a self-directed brokerage account for expanded flexibility.

Participant behavior continues to reflect a preference for simplified, professionally
managed solutions:

Retirement Plan Snhapshot
e 69% of assets invested in target-date funds
e 5.9% enrolled in managed advice (FFPA)
e $390.46 million in 403(b) plan assets
e $174 million in non-qualified plan assets

The GSC also oversees planned giving programs, including charitable gift annuities
totaling approximately $921,000. These programs, managed by Barnabas
Foundation, are currently in a wind-down phase, with investment strategies focused
on generating reliable cash flow to meet ongoing payout obligations.

Within the Church Growth Fund, excess operating cash is invested across a
combination of fixed-income and equity portfolios managed by Telemus, Barnabas
Foundation, and LVM Capital Management. These investments are similarly reviewed
by the IAC on a semi-annual basis to ensure alignment with policy objectives and
performance expectations.

Across all investment pools, the RCA maintains a commitment to values-based
investing. Investment policy statements restrict exposure to industries such as
gambling, tobacco, firearms, for-profit prisons, and adult entertainment. In addition,
BOBS offers Environmental, Social, Governance (ESG) investment options within its
retirement plans and has expanded access through brokerage capabilities for
participants seeking greater alignment with personal values.

Following actions of the 2021 General Synod, an ESG subcommittee of the IAC
continues to evaluate the role of ESG considerations within RCA investment
strategies. Given the evolving nature of ESG standards and ongoing regulatory and
political uncertainty, the committee has taken a measured approach. At this time, it
has determined that full integration of ESG criteria into core investment policies is
not advisable, while remaining committed to ongoing evaluation and balancing
fiduciary responsibility with values-based considerations.

2026 Budget Direction

The GSC budget remains centered on ministry priorities tied to leadership, mission,
multiplication, and a future that is multicultural, multiracial, and multigenerational.
Personnel costs make up roughly 69 percent of the total budget, with the remainder
covering General Synod, commissions, meetings, office costs, and other ministry
support functions.
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In addition to the operating budget, donor-restricted gifts and grants typically
provide another $4 to $5 million annually for specific ministry purposes, including
disaster response, Global Mission projects, and foundation-supported initiatives.

2026 GSC Budgeted Income and Expenses

2026 GSC Budgeted Income ($9.8 Million)

Income Source % of Total
Contributions and Grants 46%
Assessments 29%
Investment Income 15%

Services Provided to Related Entities 3%

Other Income 7%
Total 100%

Amount
$4,542,025
$2,807,500
$1,450,392
$313,592
$737,508
$9,851,017

2026 GSC Budgeted Income
Total $9.6 Million
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Funding insight: Contributions and covenant shares together make up roughly three-
quarters of total revenue, reinforcing the importance of both donor generosity and
denominational support. Investment income provides flexibility but introduces

market variability.
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2026 GSC Budgeted Expenses ($10.2 Million)

Expense Category % of Total Amount
Global Mission 50% $5,102,606
Work of the General Synod 26% $2,685,213
Ministry Support 13% $1,327,887
The Center 1% $1,175,849
Total 100% $10,291,556

2026 GSC Budgeted Expenses
Total $10.2 Million

Ministry
Support
13%

Global Work of the
Mission General
50% Synod

26%
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Spending insight: A majority of expenses are directly tied to ministry, while
personnel-driven costs limit flexibility for significant reductions without impacting
core ministry delivery.

Key interpretation: The 2026 budget reflects continued progress toward alignment,
with a narrowing gap between income and expenses. Continued discipline will be
required to achieve full sustainability.

Covenant Shares Recommendation for 2027

The GSC has an operating budget deficit (excluding Global Mission and the MFCA) of
$214,200 for the current year, reflecting continued progress from a $520,000 deficit
in 2025 and a $931,400 deficit in 2024. This demonstrates meaningful improvement
over the past two years. The general secretary has developed a plan to fully balance
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the budget by fiscal year 2027, while also working to reduce the covenant shares
rate in alignment with the recommendation of the restructuring team.

The transition from regional synods to middle assemblies represents a significant
structural shift and continues to require substantial investment of time, resources,
and denominational staff support to implement effectively. While there remains a
clear desire to reduce covenant shares in response to the financial pressures facing
many congregations, the cost and effort necessary to faithfully resource this
transition remain considerable.

Covenant shares also continue to serve as a primary source of funding for in-person
General Synod gatherings. As long as in-person synods continue, covenant shares
will largely be allocated to support those associated costs. Should a decision be
made to move to a virtual General Synod, a corresponding decline in covenant
shares would be expected in the year following the last in-person gathering.

With these factors in mind, the GSC recommends maintaining the covenant share
rate at 2.5 percent for calendar year 2027. Preliminary calculations indicate this rate
would generate approximately $2.97 million in total covenant shares revenue,
including theological education assessment.

The amount due from each classis will continue to be based on Line 21 of the
Consistorial Report Form multiplied by the approved percentage rate, with a 10
percent cap on year-over-year change per church.

Allocation Amount

GSC operations $2,762,500

Theological education $207,500

General Synod initiatives fund (currently $35,000) $0
F 26-1

To approve a General Synod 2027 covenant shares rate of 2.5
percent, of which $207,500 will be provided to theological
education.
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