FINANCIAL POLICY & FINANCIAL OPERATING MANUAL 

First Presbyterian Church Henderson, Texas

      Part 4 (1/08/13) (updated 11-15-18)
A congregation is the body of Christ engaged in the mission of God in a particular time and place.  Through the congregation and the staff, God’s people carry out the ministries of proclamation, sharing the Sacraments, and living in covenant life with God and each other while reaching out to the community to share the good news of Jesus Christ.  This is our product.     

Financial policy and procedures are essential whether a church has few or many members.  The financial branch of the church should operate like an efficient business in order that our product is effectively and consistently marketed.   Knowledge of policy and understanding of responsibilities help create an orderly environment so that peace, unity, and quality control of the product is maintained. Written guidelines are a significant means of establishing order so that the mission of the church is not encumbered by discord over practice and personal preference.  Only action of the session shall allow deviation from or amendment to these policies and operating procedures.

Confidentiality in handling members’ gifts and contributions shall be earnestly respected.  All other elements of the financial status of the church should be communicated to the congregation regularly, as they are the stockholders in the value, ministry, and the mission of the body.  It is the duty of the Stewardship Finance Committee to make this information available to the session and the congregation.  

This is a living document open to proofing, refinement, and change at all times.  This document supercedes and replaces all previous financial policy and procedures.  This manual is written with the probability of church growth producing a more complex financial picture.  
Employees and volunteers dealing with church finances shall read and be familiar with the contents of this manual.

The following is transcribed from the Book of Order G-3.0205   

The Session, finances:

“The session shall prepare and adopt a budget and determine the distribution of the congregation’s benevolences.  It shall authorize offerings for Christian purposes and shall account for the proceeds of such offerings and their disbursements.  It shall provide full information to the congregation concerning its decisions in such matters.” 

“Sessions may provide by rule for standard financial practices of the congregation, but shall in no case fail to observe the following procedures: 

a. All offerings shall be counted and recorded by at least two duly appointed

persons, or by one fidelity bonded person; 

b. Financial books and records adequate to reflect all financial transactions shall be kept and open to inspection by authorized church officers at reasonable times; 

c. Periodic, and no less than annual, reports of all financial activities shall be made to the session or entity vested with financial oversight.”

And the following, transcribed from the Book of Order G-3.0113   

General Principles of Councils, finances:

“A full financial review of all books and records shall be conducted every year by a public accountant or committee of members versed in accounting procedures. Reviewers should not be related to the treasurer. Terminology in this section is meant to provide general guidance and is not intended to require or not require specific audit procedures or practices as understood within the professional accounting community.”

TABLE OF CONTENTS

1. Daily Operating Guidelines                                          3 -19 

The Stewardship Finance Committee                 3 –4

Funds, Accounts, Deposits, Expenditures
  5 - 8

Counting Team Guidelines                                 9

General Information                                         10 - 11

The Treasurer                                                  12 -13 

The Church Secretary and Financial Duties      14 -15

Internal Controls and Record Keeping              16 -19

2. Financial Review by Committee                                   20 -23   

     6.   Insurance and Bonding  




24 - 25 

7. Financial Details Concerning Personnel                      26 - 27

8. Financial Stewardship and Budgeting  


28 - 30

9. Cash Disbursements  




31 - 32

10. Document Retention and Destruction  


33 – 34

11. Fraud Policy and Fraud Risk Assessment                   35

12. Identifying Fraud 





36 – 38

13. Appendix  






 

1  Administration of the Christmas Love Offering          39

3  Financial Remittance Statement


 41

4  Request for Reimbursement Form 


 42
Stewardship Finance Committee
Membership

There will be at least three members of the committee, two from the session of which one will be the Chair. Members shall represent a cross section of the church’s membership.  The Treasurer is a member of this committee and the secretary is a resource to this committee.  Members must be able and willing to keep confidences and must be approved by the Session.  Those serving on the committee that encourages committed and generous giving should themselves be committed and generous givers.

Meetings

The Stewardship Finance Committee will meet approximately monthly and more frequently during financial campaigns and during the budgeting process.  Meeting notices may be by email.  Notices will contain the agenda.  Three non - responses to meetings will indicate disinterest and the member will be removed.

Limitations

The Stewardship Finance Committee serves in an advisory capacity to the session. Because the session is responsible for the overall health and ministry of the congregation, they will consider all recommendations from the Finance Team

Accountability

The committee is accountable to the session. It will present a written report to the session following each committee meeting.

Duties of the Stewardship Finance Committee

The Stewardship Financial Committee will:

1. Be the central contact and the main source of information regarding all

     church finances and oversee the congregation’s financial status. 

2. Oversee the preparation of accurate financial reports for the session.
3. Conduct internal controls and monthly reconciling of the bank statements in preparation for the annual financial review.
4. Select a team to accomplish the Financial Review checklist.  Volunteers for this task are not acceptable.
5. Prepare and present an annual budget to the session and to the congregation.

6. Conduct the annual financial stewardship campaign; provide pledge cards.

7. Educate the congregation in financial stewardship; take into consideration the congregations giving habits and trends.

8. In coordination with the Treasurer and the Church Secretary, recommend financial actions to the session.

9.  Award scholarship funds through the Scholarship Task Group.

Duties of the Stewardship Finance Committee (Cont’d)

10.  In consultation with the Clerk of Session, maintain current the corporation

           status of the church through updated filings and payment of required fees.

11. Oversee the secretary’s maintenance of member pledges and records of giving. Quarterly and year-end statements of giving should be provided for individual members.

12. Assure that more than one person has knowledge of the financial status of the church, passwords, and keys to records.  Those assigned this duty are the Secretary, Treasurer, and the Stewardship Finance Committee Chairman.

13. When there is a change in office staff the computer and banking passwords, as well as locks and keys for the office filing cabinet, must be changed.  

14. Be able to use this Church Financial Policy and Operating Manual as a guide to financial operation of the church.

Study by Those with Financial Responsibilities 

At the beginning of each calendar year appropriate church staff members and all committee moderators will study this manual.  The master copy is to remain in the church office.  If there is a change in personnel, the new person will be also required to read the manual. 

Annual Financial Review
In the first quarter of each calendar year a review of church financial records will be performed.  A committee of members versed in accounting procedures may accomplish this task, or the records may be sent to an outside, 

independent auditor.

Amending this Manual

      The contents of this manual shall be amended by the session through

 motion and majority vote.

FUNDS AND ACCOUNTS
Types of Funds

1. General Fund: 

The General Fund is a current, liquid fund that pays all operating bills, salaries, and utilities.  This fund receives the offering and is always the principal operating fund of the church.  The General Fund may also receive and briefly hold in transit funds not related to operating costs.  All funds except the Capital Building Fund and the Memorial Scholarship Fund are on deposit at Citizen’s National Bank, Henderson.  Temporary Unrestricted fund on deposit with the Presbyterian Foundation.  Monies may be moved into and out of this fund as the Session directs.  The funds will be used as the Session may direct.
      
2. Reserve Funds: 

Excess funds deposited and held for future use.  These may be funds

Restricted or Unrestricted.

a. Restricted Funds:

                A Restricted Fund is money or other gifts that are received for a

specific item or program.  Only the donor(s) can restrict funds. There are two kinds of Restricted Funds:

Permanent Restricted Funds – Only the interest earned by this fund is to be spent as designated by the donor; the principal is not spent.  An

example is Endowment Funds.  Currently, the church has no Permanent

Restricted Funds.


Temporary Restricted Funds – These funds can only be spent for a

 specific use designated by the donor(s).  An example is a financial gift to 

be entirely spent for a specific purpose; Memorial Scholarship, memorials, honorariums, Capital Building Fund.

b. Unrestricted Funds – Unrestricted funds is money that is session designated as to use.

          Capital Building Fund:   

        The Capital (another name for money) Building Fund is a 

        Temporary Restricted fund into which all contributed building

         funds must be placed and from which payments for

        improvements, construction, repair, remodeling, and

        replacements to building operating systems are disbursed.

       The fund may also be applied to any existing loan principle if it 

        is so designated.  Our Capital Building Fund is on deposit with 

        the Texas Presbyterian Foundation.

3.  Budgeted General Mission Fund:

The Budgeted General Mission Fund is the amount designated in the budget for the mission budgets of the local congregation and Grace Presbytery.  Through the budgeting process, the local church pledges money designated as Shared Mission Giving to the presbytery.  These gifts are shared with the Synod of the Sun and The General Assembly in percentages determined by the presbytery. According to the church’s annual budget these monies are to be sent in equal monthly or scheduled amounts to Grace Presbytery.

4.  Non-budgeted Mission Funds: 

Non-budgeted Mission Funds are those monies designated for special offerings, e.g. One Great Hour of Sharing, Pentecost Offering, Peacemaking Offering, Christmas Joy Offering, Disaster Relief, extra commitment opportunities, etc. These funds are also remitted to the presbytery soon after the approved collection.  The session must approve all special offerings.

NOTE: Accurate accounting of separate funds is critical to good financial management.  Funds shall not be moved from one fund to another in a loaning/borrowing process to bolster the receiving fund without specific authorization of the Stewardship Finance Committee and session.

Bank Accounts

The church will establish and maintain bank accounts that consist of one account for General Fund and another account for Restricted Funds.  Funds from the General Fund can be used to fund Restricted items, however, funds from the Restricted account may not be used for General Fund expenditures.

1. Those assigned as signatories on accounts are Church Secretary,

Treasurer, and Finance Committee Chairman.

Bank Accounts (Cont’d)

2. All funds intended for Restricted or Unrestricted accounts will be deposited into those accounts.

3. Unrestricted Funds placed by the session into the General Fund budget will be used first. 

4. Funds may be given to a budgeted ministry, which will increase the associated line item on the General Fund budget.  The budgeted amount for that ministry remains the same as originally budgeted. 

5. Checks received by the church of a “split” nature are to be deposited into the General Fund and a transfer of funds made from the General Fund into the proper account as designated by the giver’s check.

Deposits

1. Worship Service offerings will be deposited on the first business day

    following the service, if possible.
2.  The secretary will prepare a bank deposit slip listing cash amount and checks

      by name of contributor and the amount.  

3. Make an obvious notation on single checks intended for separate funds (split 

       checks) and for checks that are intended for any fund other that the General

       Fund.

a. Make a copy of both sides of the deposit slip.

b. Add the deposit twice on the adding machine.  One tape goes with the

     deposit. The other tape goes in the file with the deposit confirmation.

c. Make the deposit.

d. Place the bank deposit confirmation in the file.

 4. For tax purposes, a gift must be received in the year of the gift. Checks that

     are back dated to the previous year and received on the 1st Sunday in

    January will be counted as the current year.  

Expenditures 

1. The secretary has the responsibility to monitor and advise on spending of funds allocated to various ministry areas in the current Operating Budget. 

2. Bills and reimbursements are to be submitted to the secretary for payment  

3. If a purchase exceeds $500, not to include payroll, utilities, and

emergency equipment repair, the chair of the committee making the purchase must obtain acknowledgement from the secretary before making the purchase.  The receipt will be turned in to the office.

4. No current year unbudgeted items, projects, or programs may be

purchased or funded without Stewardship Finance Team and session

approval if the costs exceeds $2,500.  

5. Personal expenditures require original receipts for reimbursement. (See Appendix 4) 

Expenditures (Cont’d)

6. Staff members and volunteers are expected to utilize the church's tax-exempt status for purchases and reimbursable expenses.

7. Items will be charged to a ministry area up to the amount budgeted.  The chair of the committee is responsible for not exceeding the committee budget.  A “to date” computer printout of the ministry area’s expenses will be provided for the committee chairman at each session meeting and for annual budget preparation. 

8. Committee and organization chairpersons are requested to submit a next-year budget request by mid-September of the current year.  

9. The transfer of Restricted Funds to the General Fund shall be approved before the funds are transferred.   Release of funds from a restricted account requires approval of the appropriate ministry area/committee, the Stewardship Finance Committee and compliance with the terms of the restrictions.

10. Purchased items may not be received into church possession or taken possession of by anyone until either paid for in full or a contract for the item has been signed. 

11. Church funds will be not be loaned, used for down payment on mortgage loans, or for purchase of property for the pastor or staff.
12.  Pulpit supply will be paid at the rate of $125.00 per sermon.  Mileage for teaching elders will be the IRS stated rates and is less for laypersons.   Elders of First Presbyterian Church, Henderson understand that preaching is a duty of their ordination/installation and will not be compensated.  
Counting Team Guidelines
Following a worship offering. This set of instructions is to assure consistency and accuracy in the counting of cash, the number of checks and the number of envelopes

1. A counting sheet summary is provided and used to keep a record.  Entries will be made in ink and signed by two elders.  These are kept in a manila folder on a counter in the office.     

2. Two (2) elders will serve as a Counting Team to count each offering received during regular or special services.  

3. The Duty Elder or a Duty Elder’s Sunday replacement will be responsible for gathering the offering. 

4. The Duty Elder will be responsible for enlisting another elder for the counting. 

5. The Duty Elder is responsible for securing a replacement if unable to serve.

6. All offerings taken during the week shall be the responsibility of the Counting Team designated for the respective Sunday of the week in which the worship service falls.   

7. Elders who are from the same family shall not serve together on the same counting team.  

8. Absolute confidentiality in handling members’ gifts and contributions shall be respected.

9. The Financial Secretary and Treasurer shall be eligible to serve as a counter if needed.
10. After counting of cash, number of checks, and envelopes, the funds will be placed in a bank deposit bag along with a copy of the counting sheet.  The original counting sheet will be placed back in its folder    

11. The Sunday offering may be temporarily stored at the church.  A count of all funds shall then be made and deposited by the secretary at the beginning of the workweek. 

     12. The Sunday offering may not be taken to a counter’s home for any reason.

13. On the next business day the secretary will fill in a bank deposit slip and notify the Stewardship Finance Committee volunteer when the deposit is ready.  The committee member will check the deposit slip against the Counting Team’s form as to total cash offering and number of checks and go immediately to make the deposit.  The counters may be called to assist in resolving any discrepancy between the amounts shown on the counting sheet and the actual count made by the secretary.

Reconciliation of a Checking Account

Our bank sends a monthly statement.   A reconciliation form is included in the statement.  The resulting balance should agree with the last balance shown on your check records.

If the bank statement is sent on the last day of the month, three amounts should be equal: 

1. The adjusted bank statement 

2. The corrected checkbook, and, 

3. The cash balance on hand as recorded in the ledgers.

Ministry Funding or Money Making Events

1. Activities that use either the church name or church property must first be evaluated and approved by the Stewardship Finance Committee and the session.  

2. The Stewardship Finance Committee chairman will oversee that church policy is followed.

3. The net proceeds must be turned over to the intended ministry or to the church. 

State Sales Tax

1. State sales tax must be paid by a nonprofit organization if sales are made to the general public.   

2. It is the responsibility of the money making event group to handle state sales tax and to notify the secretary. 

3. For purchases, it is the responsibility of the purchaser to use a tax-exempt form or notify the cashier of tax-exempt status. 
Church Credit Cards

The church maintains three (3) credit cards and a Sam’s Club membership.  The Secretary will pay the credit card accounts in full on a monthly basis.  Issuance and credit ceiling for each card are as follows: 


Wal-Mart - $1,000

Two credit cards (Pastor and Secretary)  @   $1,000 each 


Lowe’s Home Improvement - $2,000 

The Church Secretary is responsible for all cards kept in the church office.  These cards may be released to persons who will be responsible for making purchases and returning the card to the Secretary along with any receipts.

Asset Management

The congregation has assets that must be safeguarded and maintained. The church facility is an asset.  Property, liability, and personal liability insurance coverage must be adequate and regularly reviewed.  See Insurance and Bonding, Page 24 – 25. 

Security of Investments 
Any endowment funds must be invested; certificates of deposits and shares of stocks and bonds must be kept under lock and key. It is the Treasurer’s responsibility to be certain that only authorized persons have access to funds. 

If at any time the General Fund checking account exceeds anticipated expenses, the Treasurer has the responsibility to see that excess funds are properly invested to secure maximum financial return.

Record Keeping and Secretary Proficiency

The church uses QuickBooks computer software for financial record keeping and reporting.  The secretary must be proficient in this complex system and is expected to continually update skills through learning opportunities provided at church expense. 

Minimum Financial Report to the Congregation

The example below is the minimum and can be expanded for your unique situation.  The congregation receives this information in the Presbyterian Pipeline.  

Month of: 

__________________ 

YTD 

Income: 



Anticipated  $_________________ 

$__________________


Received     $_________________

$__________________

Expense: 



Anticipated $__________________

$__________________

Actual         $__________________ 

$__________________

Automatic Withdrawal is Possible

Some members might prefer to pay their committed giving on a monthly basis through an automatic debit from their checking account. If a member sets up the automatic debit, the church is assured payment on a regular basis. 
CHURCH TREASURER

The Book of Order G3.0205, The Session, finances, states: 

· “The session shall elect a volunteer treasurer for such a term as the session shall decide and shall supervise his or her work or delegate that supervision to a board of deacons or trustees.” 

· The Treasurer should receive and retain copies of the session minutes to ensure all action items relating to financial matters are met.

· Responsibilities:

a. Participate in the annual budgeting process.

b. Serve on the Stewardship Financial Ministry Team. 

c. Anticipate financial problems.

d. Report the financial status of the church to the session each regular

      meeting or meetings called for the specific purpose of financial

 
oversight. 

e. Report annually the status of the various funds to the session. 

f. Manage, safeguard, and maintain the congregation’s financial resources.  Any endowment funds must be invested; certificates of deposits, shares of stocks, and bonds must be safeguarded. 

g. It is the Treasurer’s responsibility to be certain that only authorized persons have access to funds.

h. If the General Fund checking account exceeds anticipated spending, the Treasurer has the responsibility to see that those funds are properly invested to secure maximum financial return. 

i. Prepare an annual statement of the financial condition of the church for the membership. 

j.   Initiate and administer the Financial Review Checklist.

k. In consultation with the Clerk of Session, maintain the corporation status for the church current through updated filings and payment of required fees.

l. Be able to use the Church Financial Policy and Operating Manual as a guide to financial operation of the church.

The Treasurer should maintain a folder with all essential information regarding church finances (It would be prudent to keep this information off site in a safety deposit box)

1. Federal ID numbers

2. State ID numbers – Tax Exempt, State Withholding, Local Withholding numbers

3. Bank account number(s)

Essential Information (Cont’d)

4. Investment firm [may be a PC (U.S.A.) foundation], contact and phone number - Include any account numbers

5. Loan information: how financed, account #, rate, term, secured by, payment information, etc.

6. List of church software being used including version, serial numbers, secure passwords and support phone numbers.

7. Copies of all equipment invoices (particularly computer equipment and copiers), including serial numbers, date of purchase, cost and warranty information.

8. List of phone numbers/websites used in the Treasurer’s work, such as bank, investment firm, and local and state tax office(s).

9. Any other pertinent information for your congregation.

NOTE: It is important that the role of the Treasurer be noted in the by-laws of the church.  In states where churches are permitted by law to form a corporation, the Book of Order directs that a church should be incorporated. It is the responsibility of the Treasurer in consultation with the Clerk of Session to create or maintain a current corporation status for the church through updated filings and payment of required fees.
The Church Secretary and Financial Duties

The church secretary is an employee of the church, employed by the session, and directly supervised by the pastor.  

The church secretary is a primary source of information regarding church finances and, as such, must work in concert with the Treasurer and the Stewardship Finance Committee.  

The secretary must be approved by the session in order to be authorized to sign checks. 

The position of church secretary should be noted in church by-laws.   See also, Personnel Manual, pg. 17 -18

Record keeping is the primary responsibilities of the secretary. Financial statements presented to the membership must be understandable, concise, and timely. A financial report should be available for the Session at every regularly scheduled meeting. 

The secretary is responsible for governmental reporting to comply with community, state and federal regulations with respect to filing payroll tax reports such as the 941’s, W-2’s, W-3’s, 1099’s, etc. This includes the completion of Form 941 at least quarterly if not monthly or semi-weekly and payment of taxes withheld from payroll in the form of payroll tax deposits. State and local tax codes determine the method of payment and frequency and contact should be made with local and state tax offices for accurate information. The secretary is also responsible for any other IRS filings such as Form 990.

The church may offer the secretary the benefit of additional training in Presbyterian policies and administrative procedures through the program, Association of Presbyterian Administrators of the PCUSA (APA).  This training will greatly enhance the front office ability to exhibit a Presbyterian environment and can lead to administration certification of the secretary.  The secretary is strongly urged to take advantage of this benefit if offered. 

Financial Duties of the Secretary

· Overseeing the congregation’s financial records.

· Provide monthly financial reports to the Stewardship Finance Chairman and Treasurer.

· Monitoring spending and advising the Stewardship Finance Committee of the spending of budgeted funds in the current operating budget. 

· Overseeing the maintenance of checkbooks. Signers for checks should be authorized by the Session. 

· Maintaining a Manual of Financial Operation organized into months

Financial Duties of the Secretary (Cont’d) 

· Making payments for budgeted expense items. (See page 7, Expenditures)

· Providing financial information to the Stewardship Finance Committee.  

· Receiving money for bank deposit. (See Counting Team Guidelines)

· Preparing the deposit slip.

· Overseeing the reporting and recording of pledges.   

· Recording the committed giving (pledges) and offerings (plate) each week, itemizing each gift and the amounts going to the general fund and any special offerings (split checks) using the information provided by the person who prepared the deposit slip. (See Deposits, page 7)

· Keeping of accurate records of all offerings. 

· At the end of each quarter the secretary totals the amounts received from each person that has a record of contributions to the church and prepares a statement for each person 

Sending a year-end statement to each giver with the summary of all their

gifts. 

· Reconciling the bank statement each month and report to the Treasurer.

· File all financial reports and see that a copy is kept on file in the office.

· Provide employees with year-end W-2 forms.   

· Advises appropriate committees if there are areas of financial concern.

· Comply, as required, with councils of the Church (session, presbytery, synod, or General Assembly) and governmental reporting requirements.

· Promptly acknowledge by mail to the donor the receipt of memorial gifts.

· Memorial Funds are established to receive gifts in memory of the deceased.  The family may designate the receiving fund. 

· In all church matters strict confidentiality and loyalty is deserved and required

· Perform any other duties as assigned by the pastor, as head of staff.

· Read and sign off the Church Financial Policy annually.
The Church Office

The church office is a business office that deals with finances, correspondences, records, research, and copying.  All of these items involve deadlines and intense concentration.    

The secretary is the church and pastor’s secretary and is urged to not do work for individuals, session members, committee chairs, or committees.  In some

circumstances, on request to the pastor, assistance of the secretary may

be permitted.
INTERNAL CONTROLS AND RECORD KEEPING

Internal Controls

In financial operations it is important to have a system of checks and balances for good internal control. Basic to internal controls is the separation of duties; income functions should be handled separately from the disbursement functions. For example, someone other than the persons who writes the checks should handle the Sunday offerings. Every transaction should be authorized and recorded. The following is a checklist to assure that there are good internal controls in place for the entire organization.

1. There should be a session-authorized procedure for counting offerings and making deposits.

2. No one person should handle all aspects of a transaction from beginning to end; duties should be divided and duties separated 

3. Make timely deposits, weekly whenever possible, and record all cash receipts.

4. Payments should be made by serial numbered checks.

5. Reconcile bank accounts monthly.

6. Balance any subsidiary ledgers to general ledger accounts on a regular basis.

7. Investigate unusual items, such as checks to unfamiliar vendors, checks for large amounts, and checks to employees or other insiders.

8. Use serial numbers on sales and purchase invoices, checks, tickets, purchase orders, receiving reports and debit or credit memos.

9. Copy and retain deposit slips along with the bank deposit receipts. 

10. Use the budget to detect whether committees are achieving their plan.

11. It is important the essential records be retained. See Record Keeping later in this manual. 

12. Incorporate hiring policies and practices that include drug testing, background checks, and references.

13. Individual payroll amounts and W-2 Forms amounts must agree.

14. There should be a session-approved policy for receiving Gifts and Endowments.

Record Keeping

The secretary is responsible for the keeping of all financial records. Safe record retention should be a top priority.  Permanent records should be kept in a fire/theft protected safe. 

Record Keeping (Cont’d) 

Computer backups should be made each time the accounting/reporting software is used. Copies of these backups should be kept off-site and rotated on a regular basis.

The Treasurer should maintain a folder with all essential information regarding church finances.  See “Church Treasurer,” this manual 
Record Retention Guidelines

These instructions give guidance on how to keep records, to help the session clerk fill in the annual statistical report (which is submitted to the Presbytery), and to keep the church officers fully informed on regular basis.

Financial records should include both accounting records of income and expenses, the records of the contribution of members, and the Secretary’s report to the Treasurer and Stewardship Finance Committee.

Financial information is separated into categories: total income received and total expenditures.  Cash receipts and cash disbursements journals are posted to ledger accounts for double entry bookkeeping. It is recommended that supported computer accounting software be used to maintain financial records.

Bookkeeping

The least complex record is cash receipts, cash disbursements journals, and the checkbook. More complex records can be maintained by using voucher systems, journals, and subsidiary journals. From these journals a posting will be made to the general ledger with a full chart of accounts.  

Cash receipts are broken into six categories:
1. Contributions – All contributions that includes payments on committed giving, uncommitted giving, and special offerings. (Do not include capital and building funds, investment income, bequests, aid or subsidy, or other income) 

2. Capital/Building Fund - All contributions to the fund and for equipment with anticipated useful life in excess of three years and usually costing over $300.

3. Investment and Endowment Income – Dividends and interest earned on investments as well as any proceeds from the sale of investments or property. (Note: The value of the investments should be reported separately at least quarterly.)

4. Bequests – This is income received from wills and estates. It will include all onetime contributions of anything of value received by the church such as bequests, planned gifts (gift annuities, charitable trust, and life insurance), stocks, real estate or other non-monetary gifts.

Bookkeeping (Cont’d)

5. Other Income - This is all other income, such as rent or other reimbursements from organizations using church property or grants from non-PC (U.S.A.) grants. 

6. Subsidy or Aid – This is money received from other churches or from Presbytery, Synod, or General Assembly agencies to be used in local mission and program. 

Cash disbursements are expenditures are broken into eight categories (This coincides with the GA Statistical Report)

1. Local Program – Money from all sources that is expended for current operations of the congregation including costs of personnel (salaries, wages, pension and social security), office operations, building operations, insurance premiums, interest and principal on loans and any other cost related to the operation of the church.

2. Local Mission includes all monies paid for local mission programs and projects. 

3. Capital Expenditures includes all monies expended for real property whether improved or unimproved, the construction of new buildings, extraordinary repairs of existing buildings and equipment that costs over $500, and with an anticipated useful life in excess of three years.

4. Investment Expenditure includes money that is newly placed into savings or investments (such as certificates of deposit, stocks, bonds, money market accounts, reinvested dividends). 

5. Shared Mission Giving includes the monies expended for presbytery, synod and General Assembly mission support.

6. PC (USA) Validated Mission giving includes the total of all monies given to presbytery, synod, and General Assembly agencies, including payments toward the mission budgets (including directed support for missionaries) of these governing bodies. This money also includes all special offerings of the presbytery, synod, as well as General Assembly special offerings (One Great Hour of Sharing, Pentecost, Peacemaking, Christmas/Joy, and Witness), other offerings for Hunger, Disaster Relief and other mission programs and projects related to the PC (USA) not already reported as Local Mission.
7.  Other Mission is the total of all monies expended for mission causes not related to the Presbyterian Church (U.S.A.) and not already included under Session Local Mission. Regardless of what bookkeeping method is used, there should be supporting documentation for each check that is written.

Cash Disbursements (Cont’d)

The session authorizes payments for mission or other recurring expenditures in an approved budget.  Committee chairman should submit receipts as authorization for payment of out-of-pocket expenses. The session, authorizing committee chairman to be responsible for approving expenditures, should also hold the chairman accountable for prompt submitting of receipts and maintaining the committee budget within approved limits.

Sending Money to the Presbyterian Church (U.S.A.)

Grace Presbytery receives and disburses funds contributed by congregations and individuals for Shared Mission Giving (the support of the mission of the Presbyterian Church (U.S.A.)) and the special offerings mentioned above, according to the church’s instructions and the presbytery’s approved mission disbursement percentages.  See Appendix 3, page 41, Remittance Form

FINANCIAL REVIEW BY COMMITTEE

Important Disclaimer

This checklist is provided to assist FPC Henderson in fulfilling the requirement of Book of Order. The Book of Order does not require a professional accountant or attorney conduct the annual review of the financial records of a congregation. Completion of this checklist should satisfy the requirement of the Book of Order. The Financial Review Committee is not rendering legal, accounting, or other professional services. If accounting or legal advice is necessary or required, the services of a competent professional advisor should be acquired.

INTRODUCTION

This document is intended as a guide to assist the Financial Review Committee of the First Presbyterian Church, Henderson, in its compliance with the minimum standards of financial procedures specified in the Constitution of the PCUSA, Part II, known as the Book of Order.  G-3.0113 and G-3.0205 specifically outline financial responsibilities and procedures and sets minimum standards.  The text presents broad guidelines for a review committee.  Some churches hire professional accountants to conduct a formal audit.  

The church is required to carry out the following: A full financial review of all books and records relating to finances once each year by a public accountant or public accounting firm or a committee of members versed in accounting procedures. Such auditors should not be under the guidance of the Treasurer.

Nature of the Review

The purpose of the review is to insure good financial procedures and to help the congregation have confidence and trust in the stewardship of their contributions. A financial review is a good way for some members of the committee to become familiar with every aspect of the church’s financial procedures. The committee should evaluate the church’s financial operations, reports, policies, and procedures.  The checklist is a way of identifying areas that are strong and those that need attention.  An explanation of the items in the checklist appears at the end. 

FINANCIAL REVIEW CHECKLIST

FIRST PRESBYTERIAN CHURCH OF HENDERSON

For the Fiscal Year Ended Date December 31,___________

Reconciliation of Bank & Investment Accounts

· Are bank accounts balanced monthly?

For each checking account obtain the year-end bank reconciliation and the bank statements for the last month of the year and the first month of the new fiscal year.  Verify balances from last month to the first month.  Review all outstanding checks from the year-end reconciliation and check in next month’s bank statement for appearance.  Note any checks in year-end that have not cleared the bank in next month.

· Verification of beginning and ending year balance

BANK & INVESTMENT

· Account signatories verified

· Telephone or other transfer verified

· Safe deposit box access checked

A. INCOME
· Offering counted by two unrelated persons

· Funds deposited in timely fashion

· Verify Sample(s) Deposit amount against Deposit Register and Sunday count verification. 

Obtain a list of dates of Sunday and other services during the year at which collection were taken. Choose a representative sample of dates and obtain the documentation prepared by the counters.  Verify the total amount recorded on the count sheet for each day selected. Note the amounts designated as pledge income, Special Donation and/or loose offering income.  Trace these amounts in the deposit register and note any discrepancy. Audit committee should confirm that deposit register entries match deposits on bank statement of same time period.

· Transactions checked against postings to GL

· Other income processes verified

· Designated funds directed to restricted accounts

B. DISBURSEMENTS
· Invoices properly approved

· Canceled checks examined and verified they are attached to folder.

Canceled checks should be kept in a folder and clearly marked as cleared. Examine all checks listed as “Void.”

· Check number and dates

Scan the numerical sequence of checks issued and investigate any missing numbers

· All checks, used and voided, are accounted for

· Accounts to charge noted on invoice

· Any invoices to vendors over 30 days in arrears

· Interest & service charges recorded

Disbursement Checklist (Cont’d)

· General ledger balances equal daily transaction

· A procedure in place to account for restricted gifts

· Designated gifts paid out on a timely basis if applicable 

· Canceled checks matched to invoice

C. REPORTS
· Is the complete financial picture provided by reports

· Approved budget included in reports

· Over-budget expenditure approvals in order

· Controls for over expenditures provided

· Policies for restricted funds reviewed

· Restricted funds used according to policy

· Regular reports provided on pledge giving to

     finance committee and pastor

· Reports provided in timely fashion

· Reports distributed to the appropriate people

· Both a balance sheet and a statement of income

      and expense prepared

D. GENERAL LEDGER
· Restricted funds separated appropriately

· Internal controls for receipts 

· Internal controls for disbursements

· Accounts payable reviewed

· Accounts receivable reviewed

· Prepaid expense account reviewed

· Any related party/employee loans noted

· Unearned Income account reviewed

· Fund balance from prior year correct

· Correct fund balance carried into next year

E. ADMINISTRATIVE
· Church Employer Identification Number obtained

· File for EIN and tax filings safeguarded

F. PAYROLL
· Personnel files kept for staff

· Personnel files safeguarded and confidential

· Salaries paid according to approval

· Tax forms issued to clergy and staff.  Government payroll tax remitted.
Examine quarterly payroll tax return and compare annual amounts reported to the employee’s W-2 form

· Time sheets filed and approved 

· Employee benefits paid and current

· Any salary reduction plans noted

· Session/committee approval noted and written documentation in file

· Proper 1099 filing of approvals for persons paid

for over $600 paid on contract/honorarium

G. REPORT OF THE ANNUAL FINANCIAL REVIEW

The session is required to provide for an annual audit of the records of all financial officers, including the financial secretary and/or church business manager and/or treasurers of the church and all its organizations and shall report to the session, First Presbyterian Church, Henderson, and Grace Presbytery.

For the period beginning January 1, _________ and ending December 31, _________.

H. RECOMMENDATIONS
The Financial Review Committee has examined the accounts listed in the final financial report presented to the Session at year end (attached), reviewed the procedures of counting and accounting under the current Book of Order, reconciled receipts and disbursements with bank deposits and bank balances, and has found the balances displayed correctly, presented fairly, with proper procedures, and records properly kept, except as noted below:

Signed: ______________________________________ Date ________________

Financial Review Committee Chair or Auditor

___________________________________member

___________________________________member

___________________________________member

___________________________________member

COPIES OF THIS REPORT SHOULD BE DISTRIBUTED TO THE 

MODERATOR OF SESSION, CLERK OF SESSION, ALL SESSION AND COMMITTEE ON FINANCE MEMBERS. 

INSURANCE AND BONDING

Churches are directed by the Book of Order, G-3.0112, to “obtain property insurance coverage to protect its facilities, programs, staff, and elected and appointed officers.” 

Recognizing risk management responsibility, the session has appointed the Stewardship Finance Committee to review and secure the adequate insurance coverage. 

This committee should look for a company committed to serving the church that can help provide the stability, continuity and counsel that may be lost due to turnover on the church boards over the years. This company should provide the highly specialized coverage needed by churches. Church Mutual Insurance Company, 3000 Schuster Lane, Merrill, Wisconsin (www.churchmutual.com) is our current insurer.

1. Every insurance company will require the following information quotes and coverage: 

2. A listing of all real properties owned by the church including with specified square footage, material structure, etc. Often the insurance agent does this with a representative from the church present. 

3. An inventory of all items within those properties, even those that are not the property of the church such as the minister’s personal library. 

4. An inventory of all church-owned vehicles. 

5. A list of all employees, both full-time and part-time, with approximate annual salary and primary function. 

6. A list of all church activities throughout the year, including functions of all church affiliates such as women’s and men’s groups, youth and school organizations, older adult groups. 

The valuation of building and contents is critical. It is important that building coverage be adequate to cover replacement costs in case of total loss by fire, windstorm, or other insured perils. Contents should be insured adequately to protect the initial investment, less depreciation. 

The following is a list of the common types of insurance available for churches:

1. Property Insurance 

2. General Liability 

3. Sexual Misconduct Liability 

4. Pastoral Professional Liability 

5. Worker’s Compensation

Common Types of Insurance (Cont’d) 

6. Umbrella Liability 

7. Minister’s Personal Liability 

8. Employee or Volunteer Dishonesty 

9. Automobile Liability 

10. Directors and Officers Liability 

11. Employment Practices Liability 

Our current insurance policy with Church Mutual (Policy # 0195691-02-386942) is from September 19, 2011 to September 18, 2014.  Coverage for the building is $940,000 and $141,000 for personal property (furnishings) 

The deductible amount is $2,500.  All employees and members are bonded for $25,000.  Church Mutual also insures us for Worker’s Compensation and Umbrella Liability policies.  The total for all premiums is approximately $7,320 annually.  

FINANCIAL DETAILS CONCERNING PERSONNEL

Most employers are affected by the Civil Right Act of 1964 (Title VII) as amended that bans discrimination based on race, color, religion, sex or national origin in employment.  There are other laws prohibiting discrimination against handicapped persons or veterans.

Financial Checklist Concerning Hiring 
1. Employees will complete a W-4 form indicating wage and tax information at time of hiring and every following December.  An employee’s W-2 form and payroll amounts must agree.

2. Refer to the Personnel Policy Manual, page 9, Employment Records for a list of items to keep on file.    

3. See that the minister employee has all necessary forms for benefits. Annually, update all terms of call/pension information with the presbytery and the Board of Pensions. 

4. Notify the insurance carrier of a change of employees. as they will need to be added to liability coverage and worker’s compensation. 

5. Explain payroll procedures and dates.  If a time log is to be kept, be sure the employee understands how to complete and when to turn it in.  

6. Complete the appropriate bank forms for employees with signatory responsibility. (Be sure to make copies and file for record retention and back up.)  

Termination 

When an employee leaves the church’s employment the above list can also be used to undo any actions taken at hire.  Update personnel records with the termination date and any other significant information. 

WHEN A MINISTER IS HIRED 

Listed below is some specific information about Ministers:

1. Installed ministers must be a member of the Board of Pensions (BOP) which provides health insurance, pension and death/disability coverage. Optional forms of insurance are available, dental, optional death/disability coverage, etc. from BOP and may be paid by the member or negotiated in the terms of call. 

2. Submit completed Member Change Forms to the Board of Pensions. 

3. Ministers are considered “Self-Employed” for Social Security Purposes and are considered an “Employee” for Federal Tax Purposes. Therefore, the minister is responsible for self-employment taxes, social security, and Medicare. For federal tax purposes, however, a minister is an employee.  

When a Minister is Hired (Cont’d)

4. The minister can request that the employer withhold Federal Income Tax

or the minister can pay federal taxes along with the self-employment taxes, usually on a quarterly basis. 

NOTE: A minister can request a greater amount of Federal Income Tax be withheld to help offset self-employment taxes. When reconciling their quarterly return, they will be overpaid in Federal Income Tax and under paid in Self-employment Tax and the amounts will offset each other. 

Consult the BOP publication “Tax Guide for Ministers,” or contact the Board of Pensions Regional Representative through Grace Presbytery for specific questions. 

5. Housing Allowance must be designated in advance by the employing body

and is excluded from gross income. This designation is usually approved

by the session and voted on by the congregation when the terms of call for 

the pastor are presented. The housing allowance amount permitted may not exceed the fair rental value of the property. 

The fair rental value is defined in Revenue Ruling 71-280 as the amount of rent that an unrelated party would pay for the home, including furnishing and related structures such as garages, plus utility costs. (More information on Housing Allowance is found in the Board of Pensions publication, Understanding Effective Salary or Legal Resource Manual for Presbyterian Church (U.S.A.).

FINANCIAL STEWARDSHIP AND BUDGETING

According to the Book of Order, G-3.0113, “Each council shall prepare and adopt a budget to support the church’s mission within its area.”  And: 

G-3.0205.  “In addition to those responsibilities described in G-3.0113, the session shall prepare and adopt a budget and determine the distribution of the congregation’s benevolences.  It shall authorize offerings for Christian purposes and shall account for the proceeds of such offerings and their disbursements.  It shall provide full information to the congregation concerning its decisions in such matters.”  

Stewardship 

The session is responsible for the year-round stewardship education of the congregation and assigns this duty to the Stewardship Finance Committee. 

There are a number of resources available. The Stewardship Committee should maintain a copy of The Stewardship Manual: A Guide to Year-round Financial Stewardship Planning.  This PC (U.S.A.) manual is for use by those involved in planning a financial stewardship campaign.  Interpretation of financial information in the current year compared with previous years can offer valuable information in planning a budget. 

Targeted Dates in Yearly Budget Planning 

1. July, the Stewardship Finance Committee will begin the process of the Financial Stewardship Campaign. 

2. September, committee budget requests for the coming year will be submitted.

3. Late September, the Stewardship Finance Team will project the next year’s income, and establish a planning budget.  

4.  Mid-October, pledge cards will be distributed to the congregation.

6. November, Stewardship Commitment Sunday.

7. December, the session will approve a budget.

8. Early in the calendar year, the Congregation will be presented the Annual Budget.  

Budgeting 

A budget is a document in a format showing the anticipated source of money and the planned disbursements. A budget shows a plan for programming based on available resources. It must be realistic and anticipate the unexpected. A church budget can be viewed as an expression of the dreams and goals of a congregation translated into dollars and aligned in priority order. It is a practical expression of the faith and theology of a congregation. 

Since the expected income is often unknown at the time of the budget process, it is prudent to encourage close scrutiny of both new and on-going programs. When the budget is properly developed, continually updated, and used effectively, many beneficial results are realized such as: 

1. Reduced emotional and sentimental spending 

2. Improved impact of mission dollars 

3. Avoidance of unintentional diversion of dollars to low priority causes 

4. Increased congregational participation and commitment 

5. Monitored spending 

6. Rational adjustment to meet unexpected situations. 

The effectiveness of a budget depends upon two factors: the thoroughness of the planning upon which it is developed, and diligence in following up on proper spending. 

Budget Development 

Steps for Budget Process 

1. Long Range plans should be made by congregational leaders who are concerned for the health of the church, a genuine outreach to the community, and ministry to the congregation. Planning should be an ongoing process that will project both short and long-range goals (Suggestion of 1 year, 3 year and 5 year goals). These goals are for benevolences, administration, programs, and facilities. 

2. The planning process should include an annual evaluation in each committee and session of what goals are being met, what programs are working, what needs to be changed, and the goals for the future. Mission dollars should be evaluated for the continuing or increased need for funds. It is important for the Mission Committee to study the presbytery, synod and General Assembly mission needs as well as those of the local community. 

Budget Development (Cont’d)

3. Goals and projects may be recommended to session committees by individuals, groups, other organizations of the church, or presbytery programs. The committees study theirs and other suggested goals and make budget requests to the Stewardship Finance Committee. 

4. The Stewardship Finance Committee will project the income for the coming year based on current giving, membership, and other sources of income. 

5. The annual stewardship drive is held and pledges are made. 

6. The Personnel Committee holds annual reviews and recommends salary packages for all personnel to the Stewardship Finance Committee. 

7. Using the goals that were set, committee requests, and personnel recommendations along with the budget projections and pledges, the Stewardship Finance Committee will form the budget.  The annual budget should communicate the goals, hopes and dreams of the congregation. 

8. The proposed budget is reviewed by the session for approval for all items except the pastor’s terms of call (salary package). 

9. The congregation votes on the pastor’s terms of call at the Annual Congregational Meeting early in the calendar year.  The approved budget is presented to the congregation for information only.  

10. It is important for the session committees to diligently monitor the budget spending through the monthly financial reports from the Stewardship Finance Committee. 

11. Funds remaining in a committee’s budget shall not be transferred to another committee. Committees can’t give away left over budget money.

CASH DISBURSEMENTS POLICY AND PROCEDURES

The church will normally pay vendors and individuals by check for goods and services purchased.  Below are policies adopted by the session to carry out this policy:

1. The secretary will see to credit arrangements set up with vendors. It is suggested that purchases normally be made only from these vendors where credit has been established. 

2. Disbursements will be made after receiving a Request for Reimbursement Form  (See Appendix 4)). The form must be signed by a person authorized to make the request and have an original invoice or other supporting documentation attached.

3. The church shall obtain taxpayer ID numbers from unincorporated vendors. Payments of $600 or more to unincorporated vendors in any year will be reported on a Form 1099. 

4. The secretary, Treasurer, or the Stewardship Finance Chair are authorized to sign checks. Current bank signature cards are on file at the bank and copies are held with other backup information in the safety file in the church office.

5. The Finance Committee will assure that more than one person has knowledge of the financial status of the church, passwords, and keys to records.  Others with this information should be the Treasurer and the Stewardship Finance Committee Chairman
6. Church credit cards will be obtained for the use of purchases at Lowe’s Home Improvement, Wal-Mart, and a Visa Card.  A membership card with Sam’s Club is maintained.  These cards will be kept in a secure location in the church office. 

7. Receipts for credit purchases will be turned in with information regarding the purchase. The secretary will match receipts with bills before paying and will record the expenses in the church’s financial records.  

8. The Pastor’s Discretionary Fund may be used to pay a vendor on a recipient’s behalf. Example: Pay rent or utilities to the gas and electric company or landlord on behalf of an individual.  Receipts are not required. 

9. Food vouchers or grocery store gift certificates will be purchased and issued to an individual.  Cash will not normally be given. 

10. Bank accounts shall be reconciled monthly by someone who is not authorized to write or sign checks. 

11. Blank checks should be stored in a safe or locked storage. 

Fully Accountable Expense Reimbursement Plan

The following is a fully accountable expense reimbursement plan for employees and volunteers.  This plan is in accord with the rules and regulations of the Internal Revenue Service. These regulations provide that an employee or volunteer need not report to the IRS expenses incurred by that person that solely benefit the church.  The employee or volunteer is required to report to the church all property, goods, and services and which are charged to the church. Accordingly, all property, goods and services purchased under this accountable expense reimbursement plan belong to the church, not the individual. 

In addition to the rules and regulations of the IRS, the following requirements for expense reimbursement apply: 

1. The payment of mileage expenses will be determined by the session and will be reimbursed at the IRS rate. Documentation must accompany the request that lists the time and place, mileage, statement of business purpose. Note: Commuting miles from residence to daily workplace are not reimbursable. 

2. Receipts are required for reimbursement of church business expenses. 

3. Requests for reimbursement for meals or entertainment must include the business relationship among the parties to sufficiently explain the business purpose and why the expense was incurred on behalf of the church. Reasonable meal expenses shall not be exceeded. 

4. When necessary, the church will provide cash advances for allowable business expenses. By accepting an advance, the minister, employee, or volunteer agrees to comply with the requirements of the plan and will document the expenses and return excess payments within a reasonable time. 

5. Requests for reimbursement or cash advances will be made on an expense report, signed by the recipient, approved in the same manner required for all checks and submitted for payment. Someone other than the recipient should approve reimbursement requests. 

6. Expenses will be charged to a particular program area that is associated with the reason for the expense. Professional development expenses will be charged to an appropriate personnel account. 

7. Requests for reimbursement must be made within 30 days of the expense. 

8. Original receipts and documentation of the request for reimbursement will be retained by the church to substantiate the expense.

DOCUMENT RETENTION and DESTRUCTION POLICY

All records and documents, regardless of physical form or characteristics, which have been created or received by the First Presbyterian Church, Henderson, in connection with the transaction of Churches business:

1. Current-year records are stored in the Finance office.

2. Yearly records are stored on site after the completion of audit.

3. Finance Office computer is backed up no less than (two weeks) and the copy removed from the premises.

4. Electronic Documents – Electronic documents shall be retained as if they were paper documents.

5. Document Destruction – The church is responsible for the ongoing process of identifying records which have met the required retention period and overseeing their destruction, usually by shedding.

6. Suspending Document Destruction – Upon any indication of an official investigation of Church by the IRS or any governmental entity, document destruction shall be suspended immediately. 

7. Document Retention – The church shall retain documents for the period of their current use, unless listed below in the following document retention schedule. Documents that are not listed below, but are substantially similar to those listed in the schedule shall be retained for the appropriate length of time.

The following is a partial list of recommended retention times for several types of records. The list is categorized according to the recommended length of time to retain certain documents. It is not a complete listing but a general overview.

Permanent Records:



Accounting

· Checks used for important payments.

· Tax and information returns and supporting documents.

Legal

· Articles of Incorporation

· Bylaws

· Deeds and Titles

· Litigation

· Minutes – Session

· IRS exemption application and determination letter

· State tax exemptions

· Insurance records

Retained for Three Years


Legal

· Insurance matters: policies, accident reports, fire inspection reports, claims

· Leases after termination

· Service contracts after termination

Human Resources

· Employment applications for individuals not hired

· Employment applications and related documents for individual hired

· Individual employee files

All significant correspondence


Retained for Four Years



Legal

· Employment tax records

Retained for Six Years


Legal

· Contracts and agreements – while active plus 6 years

Retained for Seven Years


Accounting

· Accounts payable and receivable ledgers and schedules

· Canceled checks

· Donor contributions

· Journals

· Bank reconciliation

· Invoices – after payment

· Monthly financial reports and statements

· Audit Reports

· Depreciation schedules

· End of the year financial statements

Legal

· Accident reports – after settlement

FRAUD POLICY

AND 

RISK ASSESSMENT PROCEDURES

Scope

This policy applies to any fraud or suspected fraud involving employees, officers, members, vendors, consultants, contractors, funding sources, and/or any other parties with a business relationship with the church. Any investigative activity required will be conducted without regard to the suspected wrongdoer’s length of service, position/title, or relationship with the church.

Policy

The church staff, the session, individual officers, and members are responsible for the detection of fraud, misappropriations, and other irregularities. Fraud is defined as the intentional, false representation or concealment of a material fact for the purpose of inducing another to act upon it thereby causing injury.

Any fraud that is detected or suspected must be reported immediately to the head of staff (pastor) or a member of the session.

Actions Constituting Fraud

The terms fraud, misappropriation, and other fiscal irregularities refer to, but are not limited to:

· Any dishonest or fraudulent act.

· Forgery or alteration of any document or account belonging to the church.

· Forgery or alteration of a check, bank draft, or any other financial document.

· Misappropriation of funds, securities, supplies, equipment, or other assets of the Church.

· Impropriety in the handling or reporting of money or financial transactions.

· Disclosing confidential and proprietary information to outside parties.

· Accepting or seeking anything of material value from contractors, vendors, or persons providing goods or services to the church. 

· Destruction, removal or inappropriate use of records, furniture, fixtures, and equipment.

· Any similar or related irregularity.

IDENTIFYING FRAUD 

Identifying Fraud Risks
Fraud risk assessment is the identification of areas that fraud could occur. There are two types of fraud: 

· Fraudulent financial reporting and misappropriation of assets. Fraudulent financial reporting is the risk that financial statements will be intentionally misstated, also referred to as "cooking the books." 

· Misappropriation of assets is the risk that assets will be stolen or misused. Identification of suspected fraud should be verified only by a CPA and reviewed by the Session and Finance Committee.

In order to identify the church's vulnerabilities to these types of fraud, it is suggested that the Financial Team be aware of these conditions:
Control Environment

· How does the church set a tone that emphasizes integrity and ethical behavior?

· Does the church have an employee code of conduct?

Fraudulent Financial Reporting
· What accounts or transaction are most susceptible to manipulation?

· Are there any known internal control weaknesses that would allow fraudulent financial reporting to occur and remain undetected?

· Consider areas that the church's financial statements could be misstated.

Misappropriation of Assets

· What assets of the Church are susceptible to misappropriation?

· Are there any known internal control weaknesses that would allow

misappropriation of assets to occur and remain undetected?

· How could assets be stolen?

· How could potential misappropriation of assets be concealed?

· Consider how the cash assets of the Church can be susceptible to fraud:

Altering bank deposits

Taking cash

Ordering goods for personal use

Paying personal bills with church's funds

Paying fictitious vendors and pocketing funds

Overstating hours worked

Embezzling payroll withholdings

· What motivating factors for misappropriation of assets are present?



Financial pressures, excessive debt



Work-related or home pressures



Salaries not at employee’s expectation



Feeling of not being appreciated, taken for granted



Sense of entitlement



Unhappiness due to staff conflicts, revenge

If areas are identified where the church is susceptible to fraud, share these concerns with the Finance Committee and the session for corrections.

Review of Policies/Procedures

Evaluate the corrective measures for risk and consider the following:

· How the transaction is initiated, approved, recorded, processed and reported.

· Policies and procedures in place including controls intended to safeguard the church's assets. 

· Personnel involved with the identified area of risk.

· What records and documents are involved? 

· How is authorization indicated?

· Are procedures always followed? If not, why?

· Documentation relating to the policies and procedures.

Modify or Implement Controls

After completing the review of procedures and evaluation of corrective measures, the Church should consider whether the controls/procedures in place are adequate. If not, decide how the controls/procedures should be modified in order to protect the church from fraudulent activity. Controls can be preventive and detective. Consider these procedures: lock up the stock of blank checks; have someone independent of counting and recording the offering and opening mail prepare the deposit slips. Detective controls include having an independent employee reconcile the bank account and periodically having an independent employee pass out payroll checks.

Once the procedures are reviewed and modified, ensure that the procedures are formally documented.

Monitoring Implementation/Effectiveness
The last phase in the fraud risk assessment is monitoring the policies and procedures designed to prevent and deter fraudulent activity. Periodically the church should verify that employees are following the policies. This is also an appropriate time to monitor the effectiveness of the policies and make any needed adjustments to the procedures. We suggest this monitoring process be performed at least once a year.

After the monitoring process is complete, document the date, findings, and any adjustments made to the procedures.

Appendix

Appendix 1

Administration of the Christmas Love Offering

The session minutes of January 3, 2012, explain the action of the session concerning the Christmas Love Offering for Employees:

The money will be collected by the Stewardship Finance Committee who will hand the gift to the Personnel Committee to present at the Christmas Dinner.

The Love Offering for employees will be parceled and presented by the following percentages after a $50 deduction for the Nursery Attendant:

Pastor – 30%                                             


Secretary – 25%


Music Director – 25%

Nursery worker – 20%


Note:

(2011 Offering: $1440)

(2012: Offering $1420. Pastor, 30%; Secretary, 25%; Music Director, 25%; Custodian, 15%; Nursery Attendant, $50.00.) 
2013:  Pastor 35%; Secretary 25%; Music Director 25%; Custodian 15%; Custodian 15%; $50 for Nursery Attendant 
APPENDIX 3

CHURCH FINANCIAL REMITTANCE STATEMENT

GRACE PRESBYTERY

6100 COLWELL BLVD.

IRVING, TX 75039-3418

(214 )630-4502

PLEASE MAKE CHECKS PAYABLE TO GRACE PRESBYTERY

CHURCH PIN #___________ PREFERRED EMAIL ADDRESS:

CHURCH NAME:

CHURCH ADDRESS:

SHARED MISSION SUPPORT $

These commitments provide over all support for the adopted

budgets of the General Assembly, Synod, and Presbytery

DIRECTED MISSION SUPPORT

Programs or Projects that are within the GA/Synod/Presbytery

Budget that you wish to designate a portion of your shared mission support

PROJECT # & NAME:_____________________________________________ $

PROJECT # & NAME:_____________________________________________ $

EXTRA COMMITMENT OPPORTUNITIES

Projects that are outside the adopted budget validated by a ministry division

or governing body. These Extra Commitment Opportunities will allow you to

make "extra" or "over and above" gifts for particular mission projects

PROJECT # & NAME:_____________________________________________ $

PROJECT # & NAME:_____________________________________________ $

PRESBYTERY/SYNOD MISSION SUPPORT

Projects that are within the Synod/Presbytery Budgets

PROJECT NAME:________________________________________________ $

PROJECT NAME:________________________________________________ $

PROJECT NAME:________________________________________________ $

GENERAL ASSEMBLY SPECIAL OFFERINGS

ONE GREAT HOUR OF SHARING $

CHRISTMAS JOY OFFERING $

PEACEMAKING OFFERING $

PENTECOST OFFERING $

THEOLOGICAL EDUCATION $

DISASTER RELIEF:

PROJECT # & NAME:___________________________________________ $

PROJECT # & NAME:___________________________________________ $

OTHER GIVING

PROJECT NAME:________________________________________________ $

TOTAL REMITTANCE FOR MONTH__________ YEAR _________ $

REMITTED BY ____________________________ _________________________

NAME TELEPHONE

Appendix 4

Request for Reimbursement

It is the policy of First Presbyterian Church, Henderson, Texas, to reimburse by check persons authorized to make purchases: 

· for the expenses of goods and services 

· for church use  

· when the receipt accompanies this request.

Name  ________________________________________

Amount Spent/Requested _________________________

Today’s Date ___________________________________

Take From _______________________________ Budget 

Brief Description of Items/Service ____________________

_______________________________________________

Please attach receipt
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