Presbytery of Whitewater Valley

FULL FINANCIAL REVIEW (2009 BOOKS)
PLEASE RETURN DURING 2010 FOR THE 2009 BOOKS

Almost every day we see news articles about churches or other non-profit organizations that are coming under suspicion
of misuse of non-profit, tax-exempt funds. Part of your Presbytery's role is helping our churches remain above suspicion
when it comes to financial matters--without creating unnecessary burdens for the local church.

Constitutional Basis

The treasurer shall be elected annually by the session, if permitted by the state in which the church is located, and his
or her work shall be supervised by the session (sometimes through the Trustees or Deacons). Those in charge of the
various funds in the church shall report at least annually to the session, and more often when requested. The following
minimum standards of financial procedure shall be observed:

a. The counting and recording of all offerings by at least two duly appointed persons, or a fidelity bonded person;

b. The keeping of adequate books and records to reflect all financial transactions, open to inspection by
authorized church officers at reasonable times;

c. Periodic reporting of the financial activities to the board or boards vested with financial oversight at least
annually, preferably more often;

d. Afull 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 experienced in accounting

procedures.
such auditors should not be related to the treasurer (or treasurers). 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.

Form of Government G-10.0401

The Session has the responsibility and power:

g. To challenge the people of God with the privilege of responsible Christian stewardship of money and time and
talents, developing effective ways for encouraging and gathering the offerings of the people and assuring that all
offerings are distributed to the objects toward which they were contributed,;

h. To establish the annual budget, determine the distribution of the church's benevolences, and order offerings for
Christian purposes, providing full information to the congregation of its decisions in such matters; ...

Form of Government G-10.0102

Full Financial Review/Audit Committee
Most of our churches cannot justify the expense of an audit by an outside public accounting firm and so rely on the
services of an "audit committee”.

To help provide continuity, it is recommended that

a) an "audit committee" be provided for in the congregation bylaws,

b) it include at least two, preferably three, members versed in bookkeeping and/or accounting procedures and
principles, and,

c) its members be elected by the congregation or appointed by the session for rotating terms. Make sure the
members of the audit committee are not related to the treasurer, to each other, to the financial secretary,
or to members of the finance committee. If possible, try not to use active elders (or trustees, if the congregation
has separate trustees).

PLEASE USE SEPARATE SHEET(S) OF PAPER FOR ADDITIONAL COMMENTS.

We continue to encourage all churches to consider a subscription to CHURCH FINANCE TODAY, a monthly newsletter
published by Christianity Today International, Carol Stream, IL 60137; 1-800-222-1840. Associated with CHURCH LAW
ToDAY, this newsletter costs $59.95 per year and is an invaluable addition to the Treasurer's resource materials. Also

useful is Church and Clergy Tax Guide; also from CTI. [This group also publishes other books/manuals/pamphlets/tapes
on employment laws, tax guides for clergy, copyright laws, compensation handbooks, substantiation rules for charitable
contributions--and many, many more. This is a highly respected resources related to finances and the church.]
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CHURCH CITY/NAME:

CoONDUCTING A FINANCIAL REVIEW [directions for an Audit Committee]

___ 1. Ifthe church was audited by an accountant or public accounting firm, attach a copy of their report along
with any letter of opinion, recommendations, and appendices. |IF SO AUDITED, CHECK HERE AND MAIL;
NOTHING ELSE IS REQUIRED.

IFE NOT, PLEASE INCLUDE THE FOLLOWING:

— a "balance sheet" for all funds, showing the beginning balances, summary of receipts and disbursements by fund,
and the closing fund balances;

— aninventory of major assets and liabilities of the church corporation, such as certificates of deposit, trust funds
held by others, land and improvements, mortgages and loans (including General Assembly mortgage/donation
grants).

— a copy of the approved budget for the year being audited. (Likely the same as those in the annual report; if desired,
simply attach a copy of that report.) Attach comments & suggestions of the Review committee.

/Much of this information needs to be gathered once and then can be updated each year.]

The following walks you through a “financial review"; checkmark indicates completed. For smaller
churches; if the Treasurer has all materials ready (including all checks and check records) for the
Review Committee, the following should take 3 people about 3+ hours to complete; if it takes
longer, you probably have very complex books, lots of assets, or need an outside audit (larger
churches will need proportionately more time.):

<Samples are for churches under 400 members; above 400 should increase the sample size.

2. Compare previous years' reports to insure no financial accounts or instruments were missed in this year's reports.
3. Verify the Treasurer’s balances in all bank and similar accounts. (bank statements, investment reports, etc.)

4. Verify regular reconciliations of the checkbook/ ledger/journal balances with the actual bank account balances.
{Minimum sampling: two months}

5. Verify (on a test basis—4 different weeks) that a) all monies were counted by two or more persons each week, b)
that signed counters' reports reconcile with deposits, and c) that receipt records reconcile with the totals reported
by the Treasurer.

6. Verify that internal controls can prove that designated and/or restricted funds were recorded as such in the
accounting records, reported as such to the individual, and that totals received actually were spent for the
designated purpose. {Minimum sample: at least 10 individual gifts--e.g. to OGHS, Memorial, Building, special
program, etc.--and two such funds}

7. Verify (on a test basis) that payments were properly requested, authorized, and recorded, and that checks were
written sequentially. Verify that each check has authorized signature(s) and that the payee properly endorsed
them. {Minimum sample: 30 checks}

8. Verify that internal controls over purchasing and accounts payable are appropriate. (Are purchases authorized
appropriately, bills paid on time, etc.?) {15-20 samples}
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9. Review payroll procedures, including: that minister(s) is/are paid according to the terms of call voted by the
congregation; other employees are paid proper amounts; withholding is done in accordance with federal and
state requirements and all forms (e.g. 941's) filed in a timely manner; appropriate W-2's and/or 1099's are
prepared at year-end for all employees, including ministers; deposits of payroll taxes were made and paid in a
timely fashion; etc. {2 checks/person}

10. Review/verify the list of contents of any lock box or safe--and inventory certificates of deposit, titles, deeds,
mortgages, promissory notes, etc.

11. Verify that vouchers, invoices, bank statements, giving records, and canceled checks from at least the three
previous years are available for reference. {do prior to FFR}

12. Verify that payroll records are available for reference. (Recommended: keep payroll records a minimum of seven
years.) {do prior to FFR}

13. Review the adequacy of permanent documentation for all bequests, endowments, and larger gifts, including
donor restrictions. (Are the terms of the gift recorded in session records, filed properly in the church office, printed
with annual reports, etc.?) Confirm that financial reports do separate restricted, endowment, & building (capital)
funds.

14. Review the regular reports given to the finance committee, trustees, session, and congregation, to
test the accuracy of information about church finances provided to church leaders. {Minimum sample: three}

15. Verify that no real property (land) was sold, purchased, leased, or mortgaged without the prior approval (in a duly
constituted meeting) of the congregation and (where necessary) of the presbytery (G-7.0402, 8.0500).

16. Verify liability, property, officers and directors insurance policies: policy is in force, owner, named insured, etc..
Do you carry sexual misconduct insurance: on pastor? staff? preschool staff? youth workers? {Letter from Board
of Directors/Property Committee confirming above is sufficient.}

If the audit was conducted by a committee of members, please have the "audit committee" members sign below,
certifying that they each participated in the audit, that they agree with the results reported, that they are not related to the
treasurer or treasurers, and that, in their judgment, the financial records appear to be an accurate presentation of the
corporation's financial position.. {this becomes your full financial review entered in Session minutes}

Printed Name Signature Date
Printed Name Signature Date
Printed Name Signature Date
Printed Name Signature Date
Printed Name Signature Date
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