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For the past several years in the State of the Church Loan Fund report, we have concentrated 
on new trends we see developing in the church building and lending business. We talked about 
the trend of moving away from “mega” facilities to more “homey” environments. We also 
talked about the “casualization” of church building, with churches going to concrete floors and 
coffee shops in the sanctuary complex.  
  

Then we talked about the changing giving patterns with 60% of giving to the typical church 
coming from those who are 60 years of age or older – with the remaining 40% coming primarily 
from those who are between the ages of 40 and 60. We noted the total lack of tithing by those 
under 40 years of age. And we talked about the concentration of giving in most churches, with 
the top 20% of givers in a typical church giving over 80% of the income. We even talked about a 
lack of giving because churches had been slow to adopt electronic giving options.  
  

We want to continue talking about trends but focus this annual report on financial market and 
demographic trends.  As you know, the financial markets began 2019 on a strong note and have 
not let up. In the last few days, we have seen new highs in the stock market – and it does not 
seem like the rally is over. 
 

Of course, the question always remains about how long this growth trend can continue, 
considering that we have surpassed the previous longest expansion of the US economy. 
Interestingly enough, most economist and market-makers believe that the expansion will 
continue, at least another year, before recessionary headwinds begin to cause concerns. 
Historically, when markets have been good, traditional financial institutions have been free 
with money, extending credits to churches and anyone else they could lend money 
to.  However, that seems to be less the case during this cycle, giving the Church Loan Fund the 
potential opportunity to compete for some attractive projects.  
 

One financial trend that we cannot overlook is the soaring national debt and the increasing 
annual deficits – and their long-term impact on our economy. In 2019, the U.S. annual deficit hit 
$984 billion, an increase of $205 billion from a year earlier, and the total national debt 
surpassed $22 trillion. Through taxes and other revenue measures, the federal government in 
FY 2019 took in $3.5 trillion, but ended up spending over $4.4 trillion on numerous programs 
and services. Just to debt services (or to pay interest on) the national debt, the U.S. government 
spent around $380 billion in interest payments in FY 2019, which is almost as much as the 
government contributed towards Medicaid. Of course, should interest rates on Treasury notes 
increase, the costs of interest on the national debt would go up. Therefore, it is to the 
government’s advantage for yields on Treasuries to “remain low for longer.” Historically, the 
U.S. government has seen annual deficits shrink during periods of economic growth like we 
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have experienced for the past ten years.  However, large spending increases (for example, 
military spending has grown from $550 billion annually to more than $700 billion in the past 
three years) and the passage of the tax cuts at the end of 2017 have both contributed to larger 
deficits – and thus a larger national debt.  
 

While we watch closely the financial trends that impact our economy, we also keep a keen eye 
on demographic trends or shifts that could affect our loan portfolio. One thing that we as a 
nation are seeing is a massive population shift, both in age and in racial composition. Among 
older Americans, whites outnumber non-whites 3 to 1. However, in younger groups, the split is 
more 55-to-45 with whites barely outpacing non-whites. The most startling statistic is that 
among whites, the most common age is my current age – 58. However, among Hispanics, that 
number is 11. Therefore, there is no doubt that the demographic makeup of our great country 
is changing and is primed to change even more so in the coming years. To keep up with these 
changes, we must do substantial outreach to our non-white congregation.  
 

Technology trends are also changing our future more rapidly than we can imagine. It is 
projected that over the next ten years, computing power will advance 100-fold over what it is 
today. In addition, some 2.5 billion people in remote areas of the world will gain access to the 
internet. Because of increases in technology and the shifting demographics, urbanization will 
also accelerate. We are already adding 21 million people a year to urban centers – or the 
equivalence of three Chicago’s per year. Our loan program must be prepared to serve the needs 
of these new urban churches, most often having to look beyond our historical beliefs of what a 
church should look like.   
 

As I have noted for the past several years, the next few years will bring substantial challenges to 
the Church Loan Fund. The staff must be able to implement new direction, but the board must 
be prepared to provide the roadmap. Working together, we can face the headwinds and 
opportunities straight on. However, you can be assured that it is going to be a different “ride,” 
and one that we will never forget. 
 

While we must certainly focus our attention on the immediate concerns, we must also be 
looking ahead to the challenges that will come. It is imperative that we prepare now to face all 
these challenges collectively. We look forward to the guidance and direction that you as the 
board will provide during this next season of ministry for the Church Loan Fund. 
 

Basic Statistics for 2019 

 

• The total current assets of the Church Loan Fund are $41,917,329. 

 

• The outstanding loan balance as of October 31, 2019 for the Church Loan Fund, Inc. was 

$34,967,043 represented by 129 loans.   
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• The loan portfolio is geographically diversified with loans in 32 different states.  

 

• The interest rate on the loans within the portfolio range from a high of 10.25% to a low 

of 5.0% with 31% of the loans at the 8.75% rate. We are currently offering rates on new 

loans from 5.0% to 8.75% based on the financial stability of the church. 

 

• The 10-month 2019 internal rate of return is 5.52%.   

 

• None of the loans in the portfolio have a maturity date greater than 10 years while 

approximately 18% will mature within the next 2 years.  

 

• There are NO loans currently more than 60 days past due.  

 

• Since the 2018 Fall Board Meeting, there have been 12 new loans approved, totaling 

$2,231,900.  

 

• Of the approved loans, two are waiting to fund, totaling $502,000. 

 

• The Church Loan Fund is also consulting with dozens of churches, state offices and the 

denomination in an effort to provide financial and real estate guidance in areas ranging 

from church and state office budgeting, refinancing, to walking with them through 

foreclosure. These are situations not related to the Church Loan Fund portfolio. 

 
 

Challenges 

 

“Exclusive Benefits” Rule: As we have discussed for the past several years, the Church Loan 
Fund is facing an issue that we dealt with from 2007 until early 2010. In the 2007 regulations for 
403(b) retirement plans, the IRS determined that a 403(b) plan could not invest directly in 
“loans” to its members without violating the “exclusive benefits” rule. Because of the inclusion 
of such in the regulations, the Board went through an extensive process that ultimately led to 
the creation of the Church Loan Fund as a separate manager of assets and loans, providing a 
return to the pension plan on the assets so invested. All was done under the guidance and 
direction of our outside counsel. 

In an IRS Chief Counsel Memo, dated in late September 2017, the IRS now contends that a 
separate corporation, such as we created, still violates the “exclusive benefits” rule. They 
contend that both “direct” loans and “indirect” loans are prohibited, although they have 



4 
 

acknowledged in meetings over the last year that indirect loans are not addressed in the 
regulations. 

After discussion with outside legal counsel, we believe that the circumstances in the Chief 
Counsel’s memo is different enough to allow us to continue to operate “as is” until we can get 
further clarification. The different circumstances are that the entity in question was an LLC 
(compared to our corporate status) and the entity in question had an investment option where 
the participants could choose to invest solely in a fund that was going into church loans (where 
in our case, the participants choose to invest in the Trustees’ Fund, the Trustees determine how 
the funds are invested, and currently approximately 10% of the Trustees’ Fund is invested in the 
Church Loan Fund.) 

Again, we have believed for more than 9 years that our current situation met all the 
requirements of complying with the Exclusive Benefits rule. We still maintain that we are in full 
compliance. There are currently at least seven denominations that have this same or very 
similar issue. In discussions amongst ourselves, we have discussed several options that we can 
pursue. Legislative relief is one option, along with legal action against the IRS, seeking a private 
letter ruling with our different circumstances, or seeking to popularize this issue with high level 
administration and White House officials in hopes they would put pressure on the IRS to modify 
their position. I have had meetings with White House staff, as well as staff at the Department of 
Treasury and the Attorney General’s Office.  Interestingly enough, the Attorney General’s staff 
sees this as a “religious liberty” issue and wants to be helpful. However, as you well know, the 
Attorney General and his staff have been pre-occupied with other matters in recent weeks. 

Besides the Assemblies of God, our plan probably has the most at risk of the denominations 
impacted by this ruling. However, as I have said earlier, this matter is still developing and a 
strategy on how to proceed, outside of our contacts with Administration officials, is unclear at 
this point. 
 

 

Exemption from 990 Filing: The Internal Revenue Service has proposed new regulations that 
would require Form 990 filings for many church-related organizations, including church 
extension funds, loan funds, benefit boards, and foundations. 
 

The IRS has proposed new regulations on the code section governing the Form 990 filing 
requirements. It appears that the IRS intends to revoke Revenue Procedure 96-10 as part of the 
issuance of the revised regulation.  For many church extension funds, loan funds, benefit 
boards, and foundations, this Revenue Procedure is the main legal authority for the 
organizations’ exemption from filing a Form 990. 
 

The Church Alliance, an organization that the Church of God Benefits Board is a part of that 
represents church benefit programs, is filing a comment letter with the IRS on behalf of their 
member organizations. Comments are due to the IRS by no later than December 9.  
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Although we made the decision early on to file a Form 990 for the Church Loan Fund, we have 
never filed such for our other entities, including the retirement plan. While this would not only 
be costly and time consuming, it is a major task for an entity the size of our retirement fund to 
file a Form 990. 
 

As noted, the church pension community, as well as the church loan fund community, is rising 
up against the removal of this exemption. However, we remain concerned that we will not have 
enough voice to prevent the elimination of the exemption. Of course, the concern is that the 
next step after this would be requiring churches to file Form 990. 
 

We expect a final decision on these new regulations after the first of the year. 
 

 

Conclusion 

 

It is our hope that the information contained within this report offers you clear insights into the 
activities of the Church Loan Fund during 2019. We continue to give God praise for the 
strength, wisdom, vision, and insights that He gives us as we seek to assist and serve Church of 
God congregations and entities around the globe. 
 

 

Arthur D. Rhodes      Angie Conine  
President and CEO        Chief Operating Officer  
Church Loan Fund, Inc.        Church Loan Fund, Inc. 
 


