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This Manual is produced for the use of the
Church Treasurers

in the Presbytery of San Jose
a member of the Presbyterian Church (U.S.A.)
and for church treasurers in the PCUSA

Originally dated March, 2004
Originally Compiled by the Financial Network Group
Of the PCUSA

Please use this manual only as a guide for the work you do in your
congregation. This is intended as a reference guide to help you when you
have questions. It is recommended that all church treasurers keep up to
date on changes in the laws and policies as they do change from time to

time and also vary from state to state.

If at any time you find an error in spelling, grammar, content, or if you
have thoughts on something that should be included in this manual, you
have another way to do something and want to share it with others, etc.
please email edd@breeden.us with what you have found so that we can
keep the Manual as accurate, complete and helpful as possible.

Important Disclaimer

While this manual is provided in the hope it will assist you generally in
answering questions, this document does not attempt to render legal,
accounting, or other professional advice or services to you. If legal advice
or other expert assistance is required, the services of a competent professional
advisor within your state should be sought. Indeed, before relying on
information contained in this manual or any resource, including web sites,

please consult with an attorney or other appropriate professional advisor
licensed in your state.
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CHAPTER 1 INTRODUCTION

Church Finances
(Return to Table of Contents)

This manual is for people in the congregation who are involved in the
financial activity of the church; the treasurer, financial secretary, bookkeeper,
finance committee and the session/trustees. Many functions of the church
have financial implications: offerings, budgets, stewardship programs,
personnel, insurance, taxes, investments, endowments, loans, and grants. This
manual provides a general overview of these items as well as some suggested
resources when further information is needed. It would be impossible with one
publication to answer every question that you might have. HOWEVER, every
attempt has been made to give you information that will be helpful and
resources for more in depth information and legal opinion. PLEASE seek out
these additional resources and USE them if you need further assistance. If you
find that something is missing from this manual or you would like further
clarification, please contact the author, Edd Breeden by email at
edd@breeden.us.

Each church has its own unique characteristics and this manual will
give you a starting point from which you can adapt the information for your
specific needs. Check with your Presbytery leaders for any information that
specific to your location that needs to be used along with this manual. They
may have specific forms or procedures that would be helpful to the church
treasurer and or your local finance committee.

The resources and appendix of forms are current as of the writing of this
manual (See date on front cover). Where possible the location of forms on the
internet will be noted. Please seek out the most current form you might need
from the appropriate Council or organization since many forms change often to
reflect different needs or adjustments in laws and procedures.

Take a moment NOW to scroll through the list of resources and the titles
of the appendix so that you will have an idea of what is available as you
continue to read this manual.

The Book of Order on Church Finances
(Return to Table of Contents)

The Book of Order (G-3.0113) states:

Finances

Each council shall prepare and adopt a budget to support the church’s
mission within its area. A full financial review of all financial books and
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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(s). 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

And The Book of Order G-3.0205 states:
Finances

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 disbursement.

It shall provide full information to the congregation concerning its
decisions in such matters.

The session shall elect a treasurer for such term as the session shall
decide and shall supervise his or her work or delegate that supervision
to a board of deacons or trustees. Those in charge of various
congregational funds shall report at least annually to the session and
more often as requested.

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 shall be open to inspection by authorized
church officers at reasonable times;

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

Glossary of Terms Used in this Document
(Return to Table of Contents)

For the purposes of this document the following glossary of terms might be
helpful.
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Bookkeeper, the person who records transactions in the accounting software or
books, writes checks, and files financial paperwork. Depending on the size of
your church this position could be filled by more than one person.

Treasurer, the person who is elected by the Session to oversee the finances of
the church. Typically, the treasurer will review the accounting, balance the
checkbook, oversee the bookkeeper, and produce reports for the Finance
Committee and Session to review. For more in depth information see Chapter
Two, Functions of a Church Treasurer.

Financial Secretary, the person who counts the money after the worship service
or other collections, prepares the bank deposit, and reports deposit information
to the bookkeeper and treasurer. Usually, but not always, the FS also keeps
records of individual contributions and prepares statements to individual
donors at least annually for tax purposes. Larger churches will divide this role
up between numerous people; counters, depositors, record keepers and
statement mailers. For more complete information, see Financial Secretary.

Counters, the people who help the Financial Secretary count the money,
prepare the bank deposit and report the deposit information to the bookkeeper
and treasurer. For more information, see Counters.

Finance Committee, the group who oversees all of the financial aspects of the
church, often including opening and closing bank and investment accounts,
and many of the functions of the Trustees related to property unless the
church has a board of Trustees. For more complete information, see Finance
Committee.

Session/Trustees, the elected officers of the church who oversee the complete
program of the church. In some churches there are two boards; the Session
and the Trustees. The Finance Committee usually reports to the Session, i.e.
the main Board of the Church but will also report to the Trustees if the church
has such a board.

Presbytery, the association of churches usually in a geographical area. Some
Presbyteries are non-geographical.

Council, the name now given to any governing body in the Presbyterian Church
USA. This includes General Assembly, Synod, Presbytery and Church level
boards.
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Chapter 2 Functions of A Church Treasurer

General Comments
(Return to Table of Contents)

As stated above in the quote from the Book of Order G. 3.0205, the
church treasurer is elected by the session of the church for a term determined
by the session. The work of the treasurer shall be supervised by the session or
another board that the session delegates this responsibility to.

Practically speaking, the session-elected treasurer should be the central
contact for all church finances. A typical list of responsibilities might include
the following:

1. Overseeing the congregation’s financial records, all bookkeeping, receipt
and disbursement of funds, recording of individual giving, statements
and billing.

2. Monthly reconcile the bank accounts as appropriate.

3. Preparing accurate financial reports for the session/trustees.

4. Being involved in budgeting as directed by the session and finance
committee.

S. Anticipate financial problems and report to finance committee and
session.

6. Making sure that those in charge of various funds in the church report
annually to the session.

7. Managing, safeguarding, and maintaining the congregation’s financial
resources and facilities.

8. Complying, as required, with governing councils of the Church
(Presbytery, Synod, or General Assembly).

9. Providing regular federal governmental reporting as required.

10. Scheduling and overseeing the annual review or audit.
11. Overseeing that internal controls set by the session/trustees are
being followed.

NOTE: It is important that the role of the treasurer be included in the
by-laws of the church according to state law. 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. (See
Resources for Legal Resource Manual for Presbyterian Church (U.S.A.) Middle
Governing Bodies and Churches: 2010.)
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Financial Reports
(Return to Table of Contents)

Record keeping is the responsibility of the treasurer. Financial
statements presented to the membership must be understandable, concise,
inclusive, comparative, and timely. Most churches use a form of computer
software to keep track of their financial data and the software provides a
variety of reports that can be printed out. These reports may or may not be
appropriate for the congregation to read since members may have limited
accounting knowledge. The use of a Narrative Budget might serve as a better
tool to communicate the costs of the program of the church to the
congregation. Please choose the best report for the audience; i.e. hand out to
the congregation the Narrative Budget but also have available a line item
budget for those that might prefer seeing it in that form.

After the monthly bank reconciliations, the treasurer should prepare a
report of the current financial condition of the church for review by the session
as often as monthly in accordance with the by-laws or session request.
Printing out a Profit and Loss Budget statement is usually the best report for
the session to review monthly.

Resource Management
(Return to Table of Contents)

The assets of the congregation must be safeguarded and maintained. Any
buildings of the church must be adequately insured and that insurance
coverage should be reviewed at least annually.

Endowment funds must be invested; certificates of deposits, shares of
stocks, and bonds which are not handled in an investment/brokerage house
should be kept at a minimum under lock and key, preferably in a safe deposit
box away from the church premises. Whatever the concerns of the congregation
might be about brokerage houses and brokerage fees, the finance committee
should strongly consider having investment monies kept in an account rather
than in certificate form under lock and key.

The treasurer has the responsibility to safeguard any keys, account
numbers, passwords, etc. and to be certain that only authorized persons have
access to funds. At least one other authorized person than the treasurer should
know the location of necessary keys, account numbers, passwords, etc. As
often as the treasurer sees fit, or whenever the treasurer is replaced with
another person, the passwords and keys ought to be changed.

The treasurer also has oversight to make sure the offerings and other
contributions are appropriately protected, counted, recorded and deposited.

If at any time offerings exceed spending, the treasurer has the
responsibility to see that those funds are properly invested to secure maximum
financial return.
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Governmental Reporting
(Return to Table of Contents)

The treasurer is responsible to comply with community, state and federal
regulations with respect to filing payroll tax reports such as the 940’s, 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 (Consult IRS Circular E for more
information). State and local tax codes determine the method of payment and
frequency and you should contact your local and state tax offices for the most
current and accurate information on what you need to pay and when it might
be due.

Most of the Federal and State forms for filing payroll related taxes can be
found, filled out and filed online.

Since payroll tax can be confusing, the treasurer might seek to hire a
payroll company, which can, for a fee, file all of your governmental paperwork
for you. Since each state’s regulations will differ, you might want to contact a
Tax Professional in your community to help you in complying with
governmental filings.

The treasurer is also responsible for any other IRS filings such as Form
990. Your church may or may not be required to file a Form 990 because of the
exempt status of churches at the time of this update, however, the treasurer
should be familiar with this form or have a tax preparer who is. Check to see if
your church has any Unrelated Business Income which might trigger a need for
you to file this form or at least the 990EZ or 990T.

By definition, Unrelated Business Income is any income from a
regularly conducted trade or business which is not substantially related to the
purpose of the non-profit organization, in this case, the church. On the IRS
website (irs.gov) they use the words, “does not contribute importantly to the
exempt purpose of the non-profit organization. Many churches engage in
activities to raise money and use the profits to supplement the church’s
budget. UBI is not related to how you use the money, but how you acquire
the money. Three tests apply for churches to check whether their activity and
its income is taxable as UBL.

1. The IRS defines income from a trade or business as income from the

sale of goods or services.

2. They also say if this business is regularly conducted the income might
fall in the category of UBI. Regularly conducted means a church
engages in this activity with a frequency and continuity comparable to
a for profit business.

3. The third test is whether the activity from which the profit comes is
substantially related to the purpose of the church (organization).

If your church engages in regular income-producing activities that are

not substantially related to worship and Christian Education the treasurer
might learn more about Unrelated Business Income and talk with a Tax
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Professional who can help with the understanding of filing a 990 long or short
form with the IRS.

Information is also available from Richard Hammar’s, Church and Clergy
Tax Guide, revised annually (www.churchlawandtax.com) or from Office of
Legal/ Risk Management Services of the General Assembly Council. (See
Resources for ordering information and phone numbers.)

Record Keeping
(Return to Table of Contents)

With the arrival of the computer and accounting software most churches
have left behind the double entry “books” and begun to include all of their
accounting on the computer. In the past few years many of these alternatives
have been reduced in price, and even eliminated the need for future upgrades
by going to cloud based computing. The Treasurer should be familiar with
these options and not be afraid of changing to something that will suit your
congregation better.

In addition to records which can be kept in the computer the Treasurer
should maintain a filing system that includes both current year bills and
transactions and the supporting paperwork, but also includes the permanent
records of building purchases, sales and upgrades, insurance policies, payroll
records, bank accounts, equipment manuals, leases, auto registrations, etc.
Some of these records can be disposed of after a number of years but others
might need to be kept long term and in a safe deposit box. (For more
information on how long to keep records you should refer to Suggested Record
Retention in the Appendix).

More thoughts on this topic are included in Chapter 3 Internal Controls
and Record Keeping)

Fund Reporting (some definitions)
(Return to Table of Contents)

1. GENERAL (CURRENT, OPERATING) FUNDS are the funds which pay all
operating bills, salaries, utilities, program costs etc. Most of the offerings
received are classified as general (current, operating) funds.

2. RESTRICTED FUNDS are the gifts received for a specific item or program.
Building funds are restricted funds into which all contributed building
funds must be placed and from which all payments are disbursed. Check
with your State and Local laws regarding solicitation and receiving of
gifts to make sure you comply with the rules in your area. In most
States, if you accept “restricted” gifts or solicit money for a particular
item or program, it is a legal violation if you use the money or a part of
the money for some other purpose even if the board votes to change the
use. Be careful how you accept money and solicit for it. See Gift
Acceptance Policy for more information.
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3. GENERAL MISSION FUNDS (Budgeted) are those monies designated in
the budget for the mission budgets of the Congregation, Presbytery,
Synod, and General Assembly. This includes Presbyterian Basic Mission
Support (Shared and Directed Giving), and support of local or ecumenical
missions. If an amount is set in the church’s annual budget for Basic
Mission Support, these monies are to be sent in equal monthly or
quarterly amounts to the proper governing body.

For Presbyterian mission the money should be sent to your
Receiving Site which is usually your Presbytery or Synod. Your receiving
site will provide Remittance Forms (with instructions) to the treasurer for
Presbyterian giving. Please use these forms and the appropriate
addresses so that the gifts your church remits will be properly recorded
and disbursed.

4. NON BUDGETED MISSION FUNDS are those monies designated for
Special Offerings, e.g. One Great Hour of Sharing, Christmas Joy,
Peacemaking, Pentecost, and Extra Commitment Opportunities. These
funds are usually received as separate offerings and not included in the
regular budget. These funds should also be remitted to your Receiving
Site within a month after the approved collection.

5. ENDOWMENT FUNDS refer to gifts received which have been so
restricted that only the income generated from the principal can be used.
As an example, the church could receive a $25,000 bequest with the
stipulation that the income be used to provide scholarships for members
preparing for the ministry. When a gift is given to the church, the session
always has the option of refusing the gift because the “designation” is too
restrictive. Another option for the session is to work with the donor or
donor’s family to appropriately broaden the designation. Having and
regularly publicizing a Gift Acceptance Policy will help the session
minimize the number of “designated” and “endowment” accounts. For
more information on “endowment” and “restricted” accounts see Chapter
4, Investments and Endowment Funds.

NOTE: Accurate accounting of separate funds is critical to your record-keeping.
It is not necessary to have separate bank accounts; however, this might
simplify the task. A treasurer should not borrow from one fund to bolster
another without specific authorization of the session or finance committee.

Accounting
(Return to Table of Contents)

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

e The treasurer should present regular reports to a finance committee, the
trustees, and/or ultimately the session.

e The treasurer should be prepared to attend any committee, trustee, and
session meetings if invited, and be prepared to present at those meetings
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figures and recommendations in regard to the budget and church finance
matters that pertain to that committee or group.

e The treasurer assumes the responsibility for the expenditure of funds
according to an approved budget and with proper authorization. Books of
accounts, journals, and ledgers associated with the church’s choice of
accounting are maintained by the treasurer. Most of this comes built-in to
modern accounting software programs as well as programs like
QuickBooks and Quicken which can be appropriately used by smaller
churches.

e The treasurer should oversee good audit/review procedures at all times.

e The treasurer should maintain the checkbooks. Signers for checks should
be authorized by the session. It is recommended that all checks over a
specific dollar amount set by the session be counter signed. However, most
banks no longer seek to verify both signatures, check with your bank to
make sure they do if you prefer to have two signers.

e The treasurer should be sure that at least one other authorized individual
knows how to access all aspects of the financial information in case of an
emergency need when the treasurer is out of town or unable to continue
serving for some period of time.

e The treasurer should file all financial reports and see that a copy is kept
on file in the church office.

Giving Records
(Return to Table of Contents)

The treasurer with the help of a financial secretary should maintain a
complete record of member pledges and details of their contributions to the
church and church programs. These records need to be kept in enough detail
to give any donors adequate reporting for IRS tax purposes. The IRS requires
the church to list the date of each gift, the amount of the gift, and the purpose
for the gift, i.e. General Fund or some other Fund. Some churches give these
statements to donors Quarterly. All donors should receive a year end summary
of their giving, again listing each gift by date and amount. (See Chapter 3 on
Record Keeping for more detail.)

Contribution Receipts/Statements (Quarterly and Annual Year End)
(Return to Table of Contents)

The guidelines for receipts or statements issued by the Church to their
contributors and acceptable to the IRS as verification of donation deductions
are as follows:

e The receipt or statement should include the Name and address of the
church and/or be on church letter head and be dated.
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The receipt or statement must be contemporaneous, i.e. dated before the
taxpayer files a return for the year of contribution. The annual statement
sent to the contributor during the month of January fits
“contemporaneous” and allows them to include the donations in their tax
return preparation. (Many people file their taxes in the month of February)
The receipt must include the date and the amount of each “Cash”
Contribution given (cash includes, cash, check, credit card, online giving,
PayPal and the like). This also includes In-Kind contributions when a
member goes out and purchases something for the church and brings the
receipt to the treasurer; this amount can be included in the cash
contribution list as cash if the giver does not receive a reimbursement
from the church for the expenditure.

When a contribution is not “cash” but a donation of tangible property, a

separate receipt should be given and must include the date of the

contribution and the description of the property contributed without any
value placed upon it by the church. Contributors of tangible property, like
stocks, real estate, collectibles, etc. have the responsibility to prove to the

IRS the value of the property at the time of the contribution. The church

does not need the value of the gift and does not include this gift in the

giver’s statement or receipt of Cash Contributions. (The contributor might
need to file IRS form 8283 with their tax return and might need an official
appraisal to claim the gift. The value, the filing and the appraisal should
all be done by the contributor at their expense and they should consult
with their tax advisor on these matters.)

The church should add to the receipt or statement the following wording:

o “Any goods and services you may have received in connection with this
gift were solely intangible religious benefits.”

o Or use: “Federal regulations require us, the church, to state that we
have not provided you with any goods or services in exchange for this
contribution. Please retain this document for your records. It is an
important document necessary for any available federal income tax
deduction for this contribution. We have provided you with only
intangible religious benefits and, consistent with the tenets of our faith
and practice, only incidental tangible benefits.”

o If goods and services were supplied in connection with the gift, then the
following would be appropriate, “In return for your contribution, you
have received the following goods or services (then describe them)
which were valued by us at (include a good-faith estimate of value). The
value of the goods and services you received must be deducted from the
value of your contribution to determine your charitable deduction.”

Taxes

(Return to Table of Contents)
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The treasurer is responsible for completion of all tax forms and payment
of taxes withheld from payroll, sales taxes charged on church “store” sales, or
taxes related to any Unrelated Business Income. This was addressed earlier, in
this chapter under Governmental Reporting. Most of the forms can be found,
filled out, and filed online.

Form(s) 990, 990EZ and 990T may need to be filed for your church if you
have Unrelated Business Income. Consult a CPA or accountant for help with
these forms. Information is also available from Richard Hammar’s, Church and
Clergy Tax Guide, revised annually (www.churchlawandtax.com) or from Office
of Legal /Risk Management Services of the General Assembly Council. (See
Resources for ordering information and phone numbers.)

Reconciliation of a Checking Account
(Return to Table of Contents)

It is desirable for a person who does not have authority to sign checks or
make deposits to do the bank reconciliation. Since banks have different cycles
you cannot always get your statement to run from the beginning of the month
to the end. However, you should ask your bank if they can change your cycle
so you can account more accurately for the end of the month.

Financial Software allows you to do your reconciliation easily on the
computer. If you use financial software remember to regularly look for un-
cleared items so you can see if checks need to be voided or reissued. The
printout at the time of reconciliation should offer you a list of un-cleared
checks. You should make sure you do not have any un-cleared checks of more
than three months old as you can assume people either have lost the check or
decided not to cash it. Either way you would want to clear these items up
regularly.

GA Statistical Report
(Return to Table of Contents)

Annually, the Clerk of Session is asked by the Clerk of Presbytery to fill
out the Annual Statistical Report from the General Assembly. These reports
can now be filled out online. The Clerk will need certain financial data to fill out
this report and will most likely come to the treasurer for that data. Knowing
ahead of time what is needed can make the treasurer’s job a little easier.

The report is looking for ballpark figures for comparison purposes. This
means you should round your numbers to the hundreds of dollars rather than
listing dollars and cents. The categories requested might not be the same as
your budget delineation; feel free to move your monies around a bit to fit the
GA report, however, move things around in the same way each year for a more
accurate report.

Per Capita Apportionments
(Return to Table of Contents)
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“Per capita funding is how Presbyterians mutually share the costs of coming
together to discern the Spirit’s leading for the future.” Opening line of the web
page of the PC USA statement on per capita. (http://www.pcusa.org/percapita)

What is per capita?

The official definition: “Per capita is an opportunity for all communicant
members of the Presbyterian church through the governing bodies to
participate equally, responsibly, and interdependently by sharing the cost of
coordination and evaluation of mission; and of performing ecclesiastical,
legislative, and judicial functions that identify a Reformed Church, while at the
same time strengthening the sense of community among all Presbyterians” (GA
Minutes, Part I, 1995).

According to the Book of Order, G-3.0106, “Each council above the session shall
prepare a budget for its operating expenses, including administrative personnel,
and may fund it with a per capita apportionment among the particular
congregations within its bounds. Presbyteries shall be responsible for raising
their own funds, and for raising and timely transmission of per capita funds to
their respective synods and to the General Assembly. Presbyteries may direct
per capita apportionments to sessions within their bounds, but in no case shall
the authority of the session to direct its benevolences be compromised.”

In essence: Per capita is a set amount of money (apportionment) per member
that congregations pay to the Councils of the Presbyterian Church (U.S.A.);
Presbytery, Synod and General Assembly. Every Presbyterian shares in the
benefit of the PC (USA)’s system of government, so every Presbyterian is asked
to share the expenses associated with coordinating and performing the
functions of that system.

Who pays per capita, and how much?

Congregations (through their sessions) pay an annual amount of money per
church member — per capita apportionment — to their Presbyteries. The
annual per capita amount is a combined request from a congregation’s
Presbytery, Synod, and the General Assembly — based on their respective
budgets for the coming year. Presbytery’s per capita rate depends on its
geographical location and size, its mission needs, and the needs of the
respective Synod. Some Presbyteries collect the per capita along with the Basic
Mission Giving.

How is the per capita rate set?

Each Council sets the per capita rate by dividing their total budget by their
total membership. The membership number used is the last number reported
to the GA in their annual report. This causes a time lag of at least one year

because the budget it developed before the more current numbers are reported.
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Keep in mind, if your numbers are not up to date, you could be paying per
capita on members you had years ago and no longer have today.

General Assembly Per Capita Budget

The per capita budget of the General Assembly principally provides for the cost
of holding GA meetings, expenses of the permanent and special committees of
the General Assembly, the Office of the General Assembly (including the
historical function and the office of ordination exams), General Assembly
Council meetings, the council office and some staff, legal, and comparable
expenses to our memberships in ecumenical bodies. Fair share costs of Shared
Support Services relating to building operations and centralized accounting
services are also included.
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Chapter 3 INTERNAL CONTROLS AND RECORD KEEPING

Financial Controls
(Return to Table of Contents)

Basic to internal controls is the segregation of duties among different
persons and clear communication between those persons. The roles of
treasurer, financial secretary, bookkeeper, finance committee, and counters
should be clearly defined. A church, especially smaller churches, might choose
to use fewer people, but it is important to have income functions handled
separately from disbursement functions; i.e. the person who counts and
deposits the money ought not to be the person who writes and signs the
checks. In addition, the session should have clear policies related to counting,
depositing, and distributing the money and they should expect the treasurer to
adhere to those policies strictly.

The following is a checklist to assure that there are good internal
controls in place for the entire organization.

An Internal Control Checklist:
(Return to Table of Contents)

e The church should have a Gift Acceptance Policy which clearly defines
the kinds of gifts that might be acceptable, which designated funds the
session is maintaining, how a giver might designate money to a different
fund, and how long the session will wait before they will use the extra
money on other projects. (See a sample in the Appendix)

e The church should have a session approved Fully Accountable Expense
Reimbursement Plan for employee expenses so the reimbursement does
not become income to the recipient. (See a sample in the Appendix)

e The Session should approve a Procedure for Counting Offerings so the
best practices are followed regularly and consistently. (See a sample in
the Appendix)

e The church should have a Conflict of Interest Policy to prevent potential
fraud with people who have too much inside control. (See a sample in the
Appendix)

e The church should make sure no one person handles all aspects of a
transaction from beginning to end; I.E. collects the money, counts the
money, deposits the money, and writes the checks. You don’t want a
person writing their own paycheck or reimbursement check. (See
information on Financial Secretary)

e The church should have different people be responsible for custody of an
asset and those who record transactions related to that asset.
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Other Organizational Controls

The church should require that all cash receipts are deposited and
recorded immediately. No later than the first banking day after Sunday
or the Church event where the money was collected.

The church should require all expenses be approved, by the chair of the
committee under which the expense is made, before the check is written.
The church should have all payments made by serially numbered checks
except for very small transactions that are necessary to handle through
petty cash.

If petty cash is used, there must be a receipt for the money expended and
the petty cash reconciled at least monthly.

All bank accounts should be reconciled monthly.

Transactions should be entered into the computer software program
regularly, at least monthly, so that reports can be generated for each
Session meeting. If you are still using a paper accounting system,
subsidiary ledgers should be balanced to general ledger accounts on a
regular basis, at least monthly.

Review comparative financial statements in sufficient detail every month
to disclose significant variations in revenue and expenses. This means
the Finance Committee or the Session should see a detailed report of
accounts, similar to a Profit and Loss Statement, at each regular
meeting.

Bank statements and cancelled checks should be opened and reviewed
by someone who is not a payee or not authorized to write checks.
Investigate unusual items as soon as they arise, such as checks to
unfamiliar vendors, checks for large amounts and checks to employees
or other insiders.

Use serially numbered sales receipts, purchase invoices, checks, tickets,
purchase orders, receiving reports and debit or credit memos.

Use duplicate deposit tickets and retain copies in the office and keep all
bank deposit receipts in a file with other financial records.

Deposits should be made daily if necessary or at a minimum weekly.
Minimize the time that un-deposited checks / money sit around the
church. Even if you believe the amount is too small to deposit and want
to wait for more money to come in, it is better to deposit the money
regularly and not wait.

Use a budget or forecast to detect whether goals are achieved. Investigate
differences — ask what happened and why?

It is essential that records are retained. See “Keeping Records” later in
this chapter. See Appendix for recommendations on how long to keep
certain records, Records Retention Guidelines.
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e Incorporate hiring policies and practices which include drug testing, and
background checks as well as references. (See Resource List for
publications about Hiring and Firing Policies)

e The church should institute a policy to have all staff, officers, and
appropriate volunteers trained in “safe church practices” to prevent
abuses of any type. The church should talk with their insurance
company or Presbytery office about acceptable Safe Church Policies and
have a program within the church to adhere to the appropriate policies.

e Be sure to have up to date Personnel Policies and make sure that each
employee receives a copy at the time of hire and receives a new copy
when the Policy is amended or updated.

e Each employee should have a Job Description and receive an annual job
performance review.

e This seems a large task for small churches especially but if an
employment dispute ever surfaces in your church you will be happy you
have these policies in place.

Keeping Records
(Return to Table of Contents)

The treasurer 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 or a bank
safety deposit box (Be sure the session gives authority to two people to enter
the safety deposit box in case of one not being available when needed).

Computer backups should be made each time the accounting/reporting
software is used. Copies of these backups should be kept off-site. If you use
flash drives or other portable backup devices, they should be rotated on a
regular basis. The cloud now offers a virtual off-site back up for these and
other church records through a variety of vendors like Dropbox ®, Sugar sync
®, One Drive ®, etc.

The treasurer should keep a folder with all essential information for the
church regarding the finances: (It would be helpful to keep a copy in the safe or
safety deposit box off site. Do not have this list on a computer file on your
computer.)

e Federal ID#.

e State ID#s — Tax Exempt, State Withholding #, Local Withholding #.

e Bank(s), account number(s), online ID names and passwords.

e Investment firm (may be PC(USA) Foundation), contact and phone # -

Include any account numbers, passwords and online ids.

e Loan information — how financed, account #, rate, term, secu