Fraud (and Theft) Prevention
Following are some points that would be helpful for any church that is wrestling with the implementation of sound financial policies and procedures:

1. A church must establish the same kinds of financial and operational controls that a good business would have.  Churches are managed by humans and subject to the same pressures that exist in the rest of the world.
2. Three conditions are present when fraud exists:
· Incentive/pressure to perpetuate fraud,
· Opportunity to carry out the fraud, and
· Attitude/rationalization to justify the fraudulent action.

3. Good internal controls must include the following elements.  These controls must be "tailored" to fit the sizes and characteristics of individual churches:
· Good church governance structure -- In the Christian Reformed Church it is called "consistorial supervision" of all church activity.  Responsibility for good controls, policies and procedures ultimately rests with the consistory, or council, of the church.  The council sets the standard for honesty and high ethics.

· Competent and honest employees and volunteers -- Both characteristics are very important and must exist simultaneously.

· Segregation of duties/functions/responsibilities -- One person should not be allowed control over too broad a range of control activities, e.g. authorization for making payments, writing/recording checks, signing checks and preparing bank reconciliations should be separate activities, performed by different people.  Checks and balances come into play here.  Likewise, in the collection process, it is so important to have a number of people involved, with responsibilities that do not overlap.

· Control of access to money and other operational assets -- Money should be stored in a bank, with very limited and monitored access.  Brokerage accounts should have the same kind of controls.  Use of church facilities and assets must be monitored and controlled to prevent inappropriate conversion.

· Oversight and review of activity and processes (very regular and timely) -- Detailed financial reports should be prepared for church administrators and council.  Processes and activities should be regularly reviewed.  Audits or reviews should be conducted annually.

4. Financial control principals apply to other church operational areas as well.  The three "fraud" conditions noted in 1. above can be used to evaluate risk in other areas of church operations and programs.  For example, consider policy setting as it relates to protection against personal abuse in churches....  what incentives, pressures, or vulnerabilities exist for someone in a church program to abuse a participant?..... what opportunities exist for abuse to happen?..... what attitudes exist among church program participants that could allow abuse to exist and perpetuate?   The same control considerations used to control church finances can be deployed to stem risk in church program areas.

