Church Financial Review Guidelines

These are general guidelines that may be modified, or added-to, in order to fit the particular financial characteristics and circumstances of you church.  Key issues that the guidelines attempt to evaluate are: 1) Segregation of duties and functions, 2) Oversight and control by council, 3) Accurate and timely financial reporting, for internal and external purposes and 4) Safeguarding of assets.
Bookkeeping/Financial Reporting

1. Who does the bookkeeping?

2. What software is being used?

3. Are there backup and recovery procedures in place?

4. Are monthly financial statements prepared on a timely basis and submitted to the Council?

5. Do managers of program and administrative budget areas receive timely financial activity reports?

6. Do the financial statements include all funds (unrestricted, temporarily restricted, and permanently restricted)?

7. Do the financial statements include a statement of financial condition and statement of activity?

8. Are account balances in the financial records reconciled with amounts presented in financial reports?

9. Are written bank reconciliations prepared on a timely basis?  Are there any checks that have been outstanding over three months?

Cash Receipts

A. General

1. Are cash handling procedures in writing?

2. Has the bank been notified to never cash checks payable to the church?

3. Are church school offerings and other cash received outside offerings properly recorded and delivered to the counting team?

4. Are procedures established to care for offerings and monies delivered or mailed to the church office between Sundays?

B. Offering Counting

1. Are at least two unrelated members of the counting team present when offerings are counted?  (The person counting the money should not include a pastor of the church or the church treasurer.)

2. Do money counters verify that the contents of the offering envelopes are identical to the amounts written on the outside of the envelopes?

3. Are all checks stamped with a restrictive endorsement stamp immediately after the offering envelope contents are verified?

4. Are money counters rotated so the same people are not handling the funds each week?

5. Are donor-restricted funds properly identified during the process of counting offerings?

6. Is the procedure for safety of the funds as secure as possible?

7. Are the gifts for various funds summarized accurately?

8. Are offering and gift summaries reconciled to the deposit total?

C. Depositing of Funds

1. Are two members of the deacons or offering counting team in custody of the offering until it is deposited in the bank, placed in a night depository, or in the church’s safe?

2. Are all funds promptly deposited?  Are all receipts deposited intact?  Receipts should not be used to pay cash expenses.

D. Restricted Funds

1. Are donations for restricted purposes properly recorded in the accounting records?

2. Are restricted funds held for the intended purpose(s) and not spent on operating needs?

Donation Records/Reporting

1. Are individual donor records kept as a basis to provide donor acknowledgments for all single contributions of $250 or more per IRS receipt guidelines?

2. If no goods or services were provided (other than intangible religious benefits) in exchange for a gift, does the receipt include a statement to this effect?

3. If goods or services (other than intangible religious benefits) were provided in exchange for a gift, does the receipt

--Inform the donor that the amount of the contribution that is deductible for federal income tax purposes is limited to the excess of the amount of any money and the value of any property contributed by the donor over the value of the goods and services provided by the organization, and

--Provide the donor with a good faith estimate of the value of such goods and services?

4. What is the record of members noting exceptions to amounts reported on giving statements in the past year?

5. How are noncash gifts handled?

6. To what extent are members/donors allowed to suggest or designate who the beneficiary of their gift should be?

Cash Disbursements

1. Are all disbursements paid by check except for minor expenditures paid through the petty cash fund?

2. Is written documentation available to support all disbursements?

3. Has the church established an accountable reimbursement plan for expenses?

4. Do employees report and substantiate expenses within 60 days of incurring expenses?

5. Does the substantiation include original receipts, documentation of the time, place, amount, and purpose of expenditure?

6. If petty cash fund is used, are vouchers prepared for each disbursement from the fund?

7. Is the petty cash fund used for disbursements of a small amount?  If so, is the fund periodically reconciled and replenished based on proper documentation of the cash expenditures?

8. Is there a schedule of unpaid invoices including vendor name, invoice date, and due date?

9. Are any of the accounts payable items significantly past due?

10. Are there any disputes with vendors over amounts owed?

11. Are pre-numbered checks used?  Account for all the check numbers including voided checks.

12. Are blank checks ever signed in advance?  (This should never be done.)
13. Who can sign checks or authorize payments?  

14. Who writes checks?

15. Is there adequate segregation of duty/function?

16. Where is the check stock stored?

17. How many checking or other bank accounts does the church have? Have these been reconciled and reviewed at year-end?

Information Reporting

Canada
1. Has the church filed a T-3010A, Registered Charity Information Return, within six months of the fiscal year end?
2. Did the church provide T5’s and file a T5 Summary for interest paid to members or supporters? 
3. Charities are generally eligible for the 50% public service body (PSB) rebate on GST paid on eligible purchases.  Did the church file a GST rebate return?
4. If the church is incorporated federally or provincially, has the church filed the appropriate annual corporation return?

USA
5. Has the church filed Form 990-T for gross unrelated business income over $1,000 per fiscal year, if required?

6. Did the church make payments to recipients (other than corporations) of at least $10 in royalties or at least $600 in rents, payments for services, prizes and awards, or medical and healthcare payments?

7. Did the church obtain W-9 for all applicable recipients and file Form 1099-MISC?

8. Did the church provide Form 1099-INT to all recipients of interest totaling $600 or more during the calendar year?

9. If the church operates a preschool or private school, which is not separately incorporated, did the church file Form 5578 concerning a statement of racial nondiscrimination with the IRS?

Payroll Tax Reporting

1. Who prepares payroll?

2. What is the process for authorizing payroll changes?

3. If the church operates a preschool, childcare, or school, does the church comply with federal (and state) minimum wage and overtime requirements?

4. If overtime payments are required, has the church taken steps to avoid paying overtime through compensatory time off?

USA

5. Does the church withhold and pay the employee’s share of FICA taxes for all non-ministerial employees?

6. Does the church pay the employer’s share of FICA taxes for all non-ministerial employees?

7. Are all bonuses included in the employee W-2?

8. Did the church make timely deposits of employment taxes?

9. Did the church file Form 941 for each quarter of the previous calendar year?

10. Did the church verify that the totals from the four quarterly Form 941s agree with the totals on Form W-3 prepared at year-end?

11. Did the church provide Form W-2 to all persons classified as employees (including ministers) by January 31?

12. Was Form W-2 and Transmittal Form W-3 provided to the IRS for all persons classified as employees (including ministers) by February 28?

Canada
1. Does the church withhold and remit the appropriate personal income tax, CPP, and EI source deductions for all employees.

2. Has the church  issued a T-4 Statement of Employment Income for all employees and a T-4 Summary for CRA by February 28?

3. Has the church supplied a T1223 – Clergy Residence Deduction form for eligible employees?
General

1. Are earnings or losses from savings and investment accounts recorded in the books?

2. Is there a schedule of debt such as mortgages and notes?

3. Have the balance owed to all lenders been confirmed directly in writing?

4. Have the balances owed to all lenders been compared to the obligations recorded on the balance sheet?

5. Does the church own any marketable securities or bonds?  If so, are they kept in a safe-deposit box, and are two signatures (excluding the pastor) required for access?

6. Does the church have a record retention policy specifying how long records should be kept?

7. Are record retention and storage requirements formally considered at year-end?

Financial Statement Review
A. Balance Sheet at Year End

1. Examine supporting third-party documentation for all asset and liability accounts.

2. Trace balances to the general ledger

3. Compare to the previous year.

B.  Income Statement, Current Year

1. Explain budget variances

2. Explain year to year variances

3. Trace balances to the general ledger

C.  Statement of Changes in Net Assets

1. Determine which G/L accounts close to various net asset accounts (i.e., fund balances)

D.  Cash Receipts:

1. Check bank reconciliations at year-end and for one other month end.  Trace transactions between the bank and the books for completeness and timeliness.

2. Check for unusual transactions in the bank statement immediately following year-end.  Obtain the bank statement for the first month after year-end directly from the bank for review.  Otherwise, obtain the last bank statement (unopened) from the church treasurer.

3. Check signatures on all cancelled checks.

4. Compare offering and other receipt records with bank deposits.

5. Trace the donations from the weekly counting sheets to the donor records for a selected time period.

6. Are all savings and investment accounts recorded in the financial records?  Compare monthly statements to the books.

7. Check to see whether checks listed as outstanding on the year-end reconciliation cleared in January of the new year.

E.  Cash Disbursements:

1. Review disbursements for selected periods of time.

--Check adequacy of supporting documents

--Check authorization

--Check classification

--Check cancelled check (payee, amount, signature)

--Trace to G/L (payee, amount)

2. Review transfers from the General Fund to other funds (i.e., Christian Education, Facility Repair, Faith Promise)

3. Review all payments >= $3,000.00

Insurance Assessment
(This is not a comprehensive risk management assessment, which is beyond the scope of this financial review.)
1. Who is the churches insurance agent?   

2. Insurance Company?

3. What policies are in force?

4. Who reviews the adequacy of coverage with the agent?

5. Are property appraisals and related coverage limits up to date?

