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Bringing OQut the Best
in Any Size Church

ONE SIZE

YOESN | One size
FIT ALL doesn’t fit all,
- . but some

principles

do...

GARY L. MCINTOSH

What's the Purpose of the Organization?
We Are Provided Resources So We Can......

Church

* Love God, Love Others (Greatest Commandment)
» Reach Others for Christ (Fishers of Men)

* Equip God’s People to Do The Above — Make disciples who
make disciples (Ephesians 4:12)

* Provide Financially for our Teachers/Leaders
(1 Timothy 5:17-18 & 1 Corinth. 9:8-18)
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| The Tension
Faith and Vision Financial Planning

* God’s sovereignty * Our responsibility

* He will supply our needs * Shrewd stewardship of

* His plan will be LRI

accomplished * Plan for the future
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Imperative Churches have Strong
Finance Committees

Responsibility

Finance
Committee
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Attributes and Responsibilities of a
Finance Committee Member

* Active(meet regularly) & Knowledgeable(of non-profit/church operations)
* Committed, loyal and puts best interests of entity first

* Review and approve significant finance decisions

e Assist staff in strategic planning regarding Finances
 Leads Budget process from beginning to end

* Monitors results as a control but also for financial success

e Assists in assuring proper controls and oversight are in place
* Fill knowledge gaps as needed / resource for staff

 Helps plan for Stewardship Training

Finance — Actively Engaged

Board /
Elders

Finance Purpose of

Team Org.
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CHARITABLE CONTRIBUTIONS

Posted by on Feb 18, 2014

MAKE SURE YOUR CHURCH AND
OTHER CHARITABLE
CONTRIBUTIONS WILL BE
ALLOWED BY THE IRS.

The IRS is repeatedly and often referring to a tax
court case (Durden v. Comr. T.C. Memo 2012-140)
in which charitable contributions were disallowed [
even though the taxpayer had a receipt from the
church. The receipt that the organization

provided its contributors did not state that “the taxpayer received no goods or services from

the charitable organization.” In this case, the taxpayer did not receive any goods or services. go o ds 0 r
The deduction was disallowed!

FOR TAXPAYERS services frOm

You need to ask your charitable organization to add this to their receipts for charitable
contributions if it is not already stated on the receipts. Be certain to get a new receipt before a h h & bl
return is filed. You will need this receipt before the return is filed. t e C arlta e

FOR NONPROFITS organization 3

Since the phrase “the taxpayer received no goods or services from the charitable organization”
is standard on most charitable donation receipts for most organizations, it is sometimes easy
to leave off when doing a receipt in special situations, many times involving noncash gifts. It is
very important that all nonprofit organizations make sure this statement is on all
receipts/letters where this is truly the case.

“The taxpayer
received no

For charitable organizations, this statement needs to be added to the receipts/contribution
statements that you provide to contributors for charitable contributions if it is not already
stated on the receipts. This receipt is needed by the contributor before he or she files a return.

When are monies something other than
unrestricted?
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Restricted Net Assets

Is Donation NO .
. 4 Unrestricted
Restricted?

Is Donation
Permanently
Restricted?

Restricted
Endowment

Temporary
Restricted or
Unrestricted

Is Use of
Earnings
Restricted?

Temporarily
Restricted

Unrestricted
Endowment

Unrestricted

Fund

Restricted Net Assets

Is Donation

Restricted? B —— Unrestricted”

Is Donation
Permanently
Restricted?

Restricted
Endowment

Temporary
Restricted or
Unrestricted

PEmporarily
Restricted

Unrestricted
Endowment

Unrestricted

Fund
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Internal Controls

* Budgeting/Monitoring Procedures
* Other Internal Controls

* If necessary, Agreed-Upon Procedures performed by a CPA

or someone else outside of the organization

Budgeting Controls

* Usually cash basis, important to budget for capital improvements, debt & reserves
* Usually prepared based on prior years’ results, or zero based(start from scratch).

* Participation by department heads and others is essential

» Approval process with buy in along the way.

* Monitoring-the budget should be compared to actual results on a periodic basis by Staff and
Finance, usually monthly. Unexplained variances should be examined.

* Cost/benefit should always be considered in developing the budget process given the
resources, size and complexity of the organization.

* Finance provides oversight, not necessarily decide specifically how money will be spent -
set guardrails
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June 2015 Finance

Set Revenue Nov. 2015

) Approves
Expectation Budget

Finance works Congregation
Communicate with Staff to Approves Dec. 2015
Balance Budget Budget

Staff/Ministries [ | Finance Finance/Staff
prepare Dept compiles initial Monitor Budget [EENTBINTS
Budgets Budget Monthly

MINISTRY AREA: Middle School Minlstry
ACCOUNT NAME: Middle School
ACCOUNT NUMBER: 000-005-55071
MINISTRY AREA LEADERS: Elder Mentor- Rick Schaftiein
~ Staff- Scott Ball-Middle School Minister (reports to Matt Korell)
Budgetlng_ Staff- Isaac Culbert- Middle School Ministry Associate (reports to Scott
Ball)
CHURCH VISION: A Loving Community Tramsforming Lives for Christ
S ta ‘CHURCH PURPOSE: To beleng io a loving community of faith. To wershlp God indiadually and
corporately. To equip members to grow in godly character/sabvation.  To meodel Christ-like service. To lead
others to Christ
Invo IVC ment CHURCH PHILOSOPHY: To present the never-changing Gospel to meet the needs of a dverse community
FOCUS Belang ‘Warship Equip Model Lead Al
AREAS:
Create a betier | 2600 members "% afacave | Active atendess 1t ofactive | Py off debt by
CHURCH | snw o actively empaged | atvnebees will | will be eogapedin | mwmbves il | o npa
WIDE belouging then | imeorporase be engaged in | witng sheir G- - ! A
G0ALS ;- . fin increans outrea
93% af all arterdance of ocwwedd o seeving others: 35% | leading ;?"" f:%é‘:-’m
3 3 3 members into 21008 and tn darly | mamglrmanion | engaged with S aof owr budger,
Staff/MlnlStrleS our commundty | personad walk wirk | in Chrtar insermad Chrise Every | Develop staffing
of it Giod hrowgh wintsriestservice: | member will | Lo & frcitities to
1 retanionsheps | 6% engaged with a;s..x arbeast | 5o ochieve fang
prepare 1 pagers el | e | et
increase growpor FOC
comprrpational i
atving by 1%
iy
& micde school misksiry exists o feach, grow, and irain 6 -8 grade students Lo Ive impacting Ives in
MINISTRY 5t that exemglify he areas of Worship, Leading, Equipping. and Modeing. The minisiry also exists to
PURPOSE: parents and adull SPENSCNS in heir leadership and Giscipleshi roles
MINISTRY PROGRAM DATE PURPOSE(S) ESTMATED EXPENSE
Wiednesday Hight Worship (Refuel) Weekly | Jan-May. Ausg-Dec) Worship & 800
- Riful Small Groupa/Sandce Projects Weskly (Jar-May. Aug-Dec)  Eduip. Model § 250
Wiedhesduy Summer Activties Weekly {Jun-July) Worship 5 200
Sunday Scheol Weekly Eduip $ 750
CIY Beleve Contersnce 201 Worship $1.500
Micde School Mrssion Trg June 2011 Madel. Lead $2.000
Wi Wacky Welcome Jubythugust 2011 Bslong § 700
Fall Retreat Octeber 2011 ‘Warship. Equin $1.500
Hasional Youth Workers Convention Hovember 2011 Equip (Leaders) $1.000
Student, Sponsor, Parent Development Ongoing Equip, Madel, Lead 52000
OTHER EXPENSES
Tochnsiogy & Geean Room Impeowsmants A WA 1,000
Publications & Pramational Materials A WA $ 500
Supportidmin Help MiA MIA $1350
Incidental/Cantingency Budget L) WA $ 450
! $14,000.00 ]
L




Budgeting 2016

201 .
itz 208 Finance ]
Set Revenue Elders Approve |[EEERSSPAS
. Approves ov.
Expectation
Budget
Finance works Congregation
Communicate with Staff to Approves Dec. 2015
Balance Budget Budget
Staff/Ministries | | Finance Finance/Staff
prepare Dept compiles initial Monitor Budget All 2016
Budgets Budget Monthly
- |
Monitori f Giving to Budget
Budget ACTUAL Variance ACTUAL ACTUAL
005 Wks 2015 Fav (Unfav) 014 Wks 018 Wwks
JAN 160,000 4 158,662 (1,338) 144756 4 170234 4
FEB 200,000 4 199,478 (522) 172,157 4 186,369 4
MAR 240,000 5 242,440 2,440 229164 5 22217 5
APR 205,000 4 213,907 8,907 223857 4 190527 4
MAY 185,000 4 103,910 181580 4 217,075 4
JUN 234,000 5 224421 5 232978 5
JuL 174,000 4 186986 4 166277 4
AUG 229,000 5 234791 4 164,247 4
SEP 176,000 4 182799 5 21409 5
ocT 175,000 4 186,879 4 162,101 4
NOV. 285,000 5 295937 4 252,444 4
DEC 260,250 4 301,259 5 270,763 5
02523250 52 918,397 0487 0 2,564,586 52 2,449,388 52
% Increase 0.0% 5% %
Avg per wk 48,524 48,337 0% 49,319 47,104
Projected 12-31-15
2,612,208 YTD 6.6% 88,958 45,310 46,975
Budgeted
2014 ytd 861,153
- |
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Budgeting Operating Reserves

Cash Flow Fluctuation
+
Unplanned Events
+
Potential Opportunities

Reserves Balance Target

Benchmarking

Helping Christ-centered
organizations earn the
public’s trust

ECFA Best Practices | COHPENSATIO:’
0% DATAZ K,

ECFA has developed a series of best practices which encourage
organizations to strive for even higher levels of excellence.

ECFA Best Practices (PDF)
ECFA Best Practices - customized for churches (PDF)

5/14/2015
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Other Internal Controls

All cash received is deposited daily and all deposits require participation by at least
two persons.

Cash disbursements are permitted only by check and never made out of offerings or

other cash receipts.

Checks are prepared only when approved supporting documentation is received.
Reconciled Bank Statements and Debt Statements are reviewed monthly.
Donor records are maintained and reconciled to financial statements.

Individual receipts or statements are mailed to donors.

Monthly financial statements are prepared timely for review by finance committee.

Basic Accounting Records to be Maintained

* Good Accounting Software (FCC — Shelby)

» Bank Accounts and Timely Reconciliations to GL not just
checkbook

®* Detail Listing of Property and Equipment

* Inventory of salable products

* Accounts payable detail listing

* Debt schedules and related statements from lender

* Detail gift/donations report

» Pledges receivable detail report

* Employee’s expense report

5/14/2015
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Fraud in the Church?
No Way !!!

- i
& aqy A A
A4 Y944
— Bh4x4, 'y

. 14154
ATRAEL

Should my Organization have an

Audit?

Agreed Upon Procedures

Contributions:

Mail confirmation to donors representing contributions amounts of $5,000 or more for the
year ended December 31, 2010.

On a test basis, weekly collection sheets will be traced to the bank statements and reviewed for
completeness, authorized signatures, mathematical accuracy, and timeliness of deposit.

On a test basis, individual contributions of $500 or more will be traced from the weekly
contribution reports to the original contribution envelope.

The year-to-date contribution listing will be footed and compared to receipts posted to the
general ledger.

Distributions:

On a test basis, individual cash disbursements will be reviewed for proper approval, support,
and classification.

5/14/2015
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TABLE 11-3

10 COMMON PAYROLL TAX REPORTING ERRORS

. Trearing ministers as self-employed for

income taxes

Most ministers are employees for federal income tax reporting purposes.

Ak

Treating ministers as emy for Social
Securlty

Withholding raxes from ministers’ pay

without authorization

Withholding payroll taxes from ministers
who report their income taxes and Social
Security taxes as self-employed

. Giving, Forms W-2 1o self-employed

miniseers

Failure to provide Forms 1099-MISC 1o
nonemployee reciplents of $600 or more of
annual compensation

7. Church employees failing wo pay self-

employment taxes if thelr employing church
exempted itsell from the employer’s share of
FICA taxes (by filing a Form 8274)

Not filing Forms 941

. Not issuing Forms W-2 ar 1099-MISC

. Not complying with payroll tax deposic

requirements

always are self-employed for Social Security with respect to ministerial ser-
vices (excepe some chaplains).

Ministers are exempt from income tax withholding, whether they report their income
taxes as employees or self-employed; ministers whe report their income taxes as employ-

ees can request voluntary withholding by submicing a Form Wi to che church.

Do not withhold payroll taxes from self-employed persons.

Provide self-employed workers who are paid 3600 or more during the year with a Form
1099-MISC, not 2 Form W-2.

A Form 1099-MISC must be issued to such persons.

Such employees are treared as self-employed for Social Security with respect 1o their
church compensation and must pay the self-employment rax.

These forms must be filed quartedy by a church with one or more nonminister employ-
ees (or a minister who clects voluntary withholding).

A Form W-2 must be issued to each employee, and a Form 1099-MISC must be issued
1o each nonemployee (who received compensation of ar least $600 during the year).
Submit directly to the IRS payroll taxes of less than $2,500 ar end of any calendar
quarter with Form 941; If acaumulated payroll taxes are $2,500 or more at end of any
month, deposit with a bank by 15th day of next month.

!

Compensation of Ministers

Staff - Sample W-2

a Employoe’s social security numtss

I_ 011-00-1111

Safe, accurate, @mmnﬁsmmﬂ
OMB Mo, 1545-0008  FAST! Use W irs. gowiafile

identification number [EIN)

1 Wiages, tps, cther compensation | 2 Federal Income tax withhekd

Hometown, Texas 77099

b Emgployer
00-1357913 3,400.00 272.00
© Empioyer's nama. address, and F code 3 Social securily wages 4 Social secunity tax withhokd
3,400.00 210.80
Hometown College § Madicaro wages and tips & Modicare tax withheid
40 Honor Road 3.400.00 49.30
7 Social security tips B Allocated tips

d Control number

D Advance EIC payment 10 Dependent care benefits

‘@ Employee’s first name and initial Last narne

John E. Michaels
1040 Main Street
Hometown, Texas 77099

1 Employes's addross and 2IP code

Suff.| 11 Nonqualified plans 12a See instructions for box 12

e T | l

N O I |

14 Other Eﬂc |
e
i

15 Sute Emnployer's state 1D rumiber 16 State wages, 1ps, olc. 17 State income tax 18 Local wages, tips. etc. 19 Local ncome tax. 20 Locakty nama|
w 2 Wage and Tax af the Treasury — Intemal R i
Form - Statement

Copy B—To Be Filed With Employes’s FEDERAL Tax Return.
This information is being furnished to the Intémal Revenue Service.

14



Compensation of Ministers

Minister - Sample W-2

s social security number

Employes’
L011—00-1111

OMB No. 1545-D008

Sate, dccurato,
FAST! Uso

Visdt the IRS website at
www.irs gowafile

b Empiayer identication number (EIN)
00-0246810

1 Wages, lips, other
45,000.00

2 Federal income tax withheld

© Employer's nama. address, and ZIF coce

First United Church
1042 Main Street

Hometown, Texas 77099

3 Socil security wages

4 Social security tax withhokl

& Modicars wages and tips

6 Medicare tax withheld

7 Social security tips

8 Allocated tips

g Control rumber

B Advance EIG paymert

10 Dependerit care benafits

© Employes's first name and initial  Laist name

John E. Michaels
1040 Main Street

1 Employes’s acdress and ZIP code

Hometown, Texas 77099

Suft.| 11 Nonguakfied plans

12a See instructions for box 12

-l F
0 0o o o |
14 Other :lc
Parsonage H |
Allowance 124
$16,800 i |

15 sule  Employer's state ID number

16 State wages. tips, etc. | 17 State income tax 18 Local wages, tips, etc.

10 Localincome tax | 20 Locaky name|

!
ren W2 Stabement

Copy B—To Be Filed With Employee's FEDERAL Tax Return.
This information is being furnished to the Intemal Revenue Service.

Dapartmant of the Traasury — Intemal Revenue Service

Your total pay for the
year, minus your
housing allowance
and censin elective

Understanding Clergy W-2 Forms

Clergy Financlal Resources
www.clergytaxnet.com

Cleegy W-2 wages not subject to
Social Secu

rity. This box should

B ampty on & clergy W-2.

Clergy W-2 wages not subject
to Medicar. This bax should
be empty on a clergy W-2.

deferrals, such as

Faderal taxes withheld from

40 plans.

Contral Number used
by employer 1o
Iedientily your W-

22222 "

d Comal

= Errphea's Bk s o] ki

[T—p——pE————r—

o

R ————— 7%

& Errpirers nama. s, et DF binbe

Tt

|8 s wagms i
|77 it ety v
I

| 1 Plmncpaitid plar

wages for dependens
care (Box 10) of other
salary reductian plans
(Box 12).

Clergy Own/Rent Home
Housing Allowance

o W2 e ™

State taxes withheld from

hat are
subject to locality
Incom tx,

[ESS— AERSS——T—— T

Lhilisies (4 paid by chusch)
Fair Rertal Value

paychock. Clorgy dednus

Lace s Name oe cede of

to 50 unless optional Jocal e lonacgouce
Withholing is S0t up with i i
e church

5/14/2015
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Transparency

Full Disclosure - we
have nothing to hide!

Transparency through our Websites

Elevation Church
Charlotte, NC

ANR2 0174

ELEVATION CHURCH 2014 Annual Report

5/14/2015
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Elevation Church - Charlotte, NC 2014 Annual Report

FINANCE
“ | & EXPANSION

ot

JTAL BEVENUE | $5,.775
TAL GIVEN TO OUTH

$5,775,965
O

- - -
TOTAL REVENUE TOTAL OUTREACH
813,725,158 81,784,837

© oruen mrvenve | snasrs $3,784,937

[TREIRTY
B453,146 | SURROUND OUTREACH

Elevation Church - Charlotte, NC 2014 Annual Report

% ATTENDANCE
& STATISTICS

2| INCREASE

152 INCREASE | 7,401 5,714

5/14/2015
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Dashboard Reporting

Endowments

Current Issues to Consider

Paperless/Cloud Software/Use of Portals

TV/Radio vs. Internet opportunities

2 NN

e When was your last Long Range Plan done?

W0 )

Giving GATHERING
E—Giving Faithful Stewards of Our Resources
Opportunities '
Give Now DISCIPLE-MAKING
Auto Bank Transfers :
Debit Cards
Credit Cards

CrediDebit Card Giving
Ol 1

Stewardship Report

Stewardship Report for
Financial
reporting
on website

5/14/2015
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Current Issues to Consider

Down economy or slow to recover economy
— Contributions l while Demand for Programs t

Membership Increasing or Decreasing

Group over age 65 to increase 35% over next few
years(attendance up? Planned giving?)

Financially dependent on few major donors

Going Digital / Less Paper

5/14/2015
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Best Practices

Finance Committee — Active & Knowledgeable

Good accounting and internal control systems
Comprehensive Budget process from beginning to end

Timely reporting, monitoring

and transparency
Invests in training &
technology
Stewardship training

Benchmarking

Weaknesses We've Noticed

* Little or no oversight by a Qualified Finance Committee or Board

* Lack of Internal controls — especially separation of duties

* Payroll — properly accounting for ordained ministers wages

* Understanding of restricted funds, net assets & related donor records
* Support or documentation for disbursements before paid

* Level of Accounting knowledge by staff due to lack of training

5/14/2015
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In the End...

* Successful Corporate Stewardship is based on:

* An understanding that it all belongs to God,

A foundation of management integrity,

Good accounting and internal control systems
* Investing in training & technology
* Budgeting, reporting, monitoring and transparency

* Persons charged with governance

Planning for the Future...

Other Questions?

Tommy Greer, CPA
423.282.4511
Tommy@BCScpa.com

21



Resources

Zondervan Zondervan
Minister’s Tax & Church &
Financial Guide Nonprofit
By Busby, Martin, & Van %l(hude

Drumen By Busby, Martin, &

Van Drumen

Church &

Clergy Tax
Guide

By Richard Hammar

Resources

Church Treasurer

Apsil 4, 2013

ECFA Church Charitable Receipts
Finance article
lw http://www.bcscpa.com/bcs-

hetp://www.ecfa.org/Docu blog/charitable-contributions-2/

ments/Webinars/04-04-13-
Basic-Financial-Issues-
Church-
Webinar%20PPT.pdf

Clergy W-2

website

https://www.clergytaxn
et.com/

5/14/2015
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Resources

=

SHARED

g

GuideStone Church Admin Pro The Church
Financial heep://churchadminpro.com/ Network
Resources http://www.nacba.net/

Pages/Home.aspx

http://www.guidestone.org/

IRS — Tax Info for Churches
http://www.irs.gov/Charities-&-Non-Profits/ Churches-&-
Religious-Organizations

5/14/2015
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