3/8/2011 V1.1

[image: image1.jpg]



The Episcopal Diocese of Atlanta

An annual examination of the parish’s business practices and financial condition ensures that resources are being managed in a prudent and sound manner.  It can also identify opportunities to improve processes and reduce risks.  This guide is provided by the Diocese of Atlanta for parishes performing an Internal Committee Financial Inspection.  It includes the inspection tasks and forms required as documentation to the Vestry and the Diocese.
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Financial Inspection Policy

Under the parish audit policy effective for the calendar year 2011, a Financial Inspection performed by an internal committee of the parish is required annually for all parishes with total revenues of less than $100,000.  Parishes with total revenues of $100,000 to $249,999 are required to have an outside firm perform “Agreed Upon Procedures” every three years, but may have a Financial Inspection by an internal committee the other two years.

Objectives of the Financial Inspection

The major objectives are to ascertain the following:

· That the various transactions during the year are proper and are documented appropriately (i.e. authorized, complete and accurate) and are recorded in the proper amounts and in the proper accounts;

· That the various assets, liabilities, income and expenses  are shown in the proper amounts and proper accounts in the financial records;

· That, to the extent feasible, adequate internal control procedures were and continue to be in effect;

· That the financial statements for the year were prepared from the financial records and present fairly the financial position of the congregation.
Financial Inspection Submission Package
The policy calls for a careful review of submitted materials by diocesan representatives with feedback provided to the parish when appropriate.  The following documentation comprises the Financial Inspection Submission Package.  The complete package must be sent to the diocese as soon as the Financial Inspection is presented and accepted by the Vestry and no later than September 1st.  
1. Internal Controls Questionnaire  
2. Church Financial Report  
3. Financial Inspection Procedures Checklist

4. Proof of Cash Report

5. Year-End Financial Statements produced by the accounting system including statement of revenue and expenses, balance sheet and report of restricted accounts

6. Copy of Parochial Report for the year being inspected

7. Copy of Financial Inspection Committee Certification including any recommendations for improving internal controls
8. Any written responses from the parish to the Inspection Committee

Description of Required Forms
The Internal Control Questionnaire is the basis for determining the adequacy of the parish’s handling of receipts and disbursements and general accounting policies and procedures and is designed to assist the Committee in determining if recommendations for improving internal controls are needed.  It should be completed by parish personnel or a designated representative familiar with the processes.  The questionnaire is based on guidelines in the Manual of Business Methods in Church Affairs.   The references to “MBMCA“ provide chapters and sections in the manual that discuss the specific standards.  It is recognized that in small parishes it is not always possible to maintain an ideal separation of duties.  The questionnaire is in narrative form and allows for commentary to explain unique circumstances.
The Church Financial Report automatically calculates net assets and two key financial ratios – Liquid Net Assets and Number of Days of Liquid Net Assets when information from the financial statements and records are entered.  The template includes instructions on how to complete the report.  This report is designed to bring consistency to the presentation of parish financial information for review by the diocese.  
The Proof of Cash Report is used to compare bank account balances to the records of receipts and disbursements reflected in the financial statements.
The Financial Inspection Checklist outlines the tasks for performing the inspection and documents that the tasks have been performed.  It provides a Notes section for each task if key findings need to be noted.   The resources of parishes performing an Internal Committee Financial Inspection will vary and not all tasks will be necessary for all parishes.  
The Financial Inspection Committee Certification certifies to the Vestry that the Inspection has been completed and documents the findings.  
Getting Started

1. Obtain diocesan Director of Administration & Finance’s approval of the members of the Financial Inspection Committee.  The committee may consist of one or more individuals; typically, there are three members.  Members should be independent of the decision making and financial record keeping functions of the congregation.  They should have sufficient financial skills and experience to conduct the review.
2. Have the Internal Controls Questionnaire, the Church Financial Report and the Proof of Cash Form completed by parish personnel or a designated representative familiar with the financial policies and procedures of the parish and the balance sheet accounts.
3. Obtain an understanding of the accounting systems (both manual and computer) that generate significant financial statement items. 

4. Arrange for access to the following items: 
a) Copy of previous audit or inspection including the findings on policies and procedures
b) Vestry meeting minutes for the period under examination
c) Minutes of other groups (i.e. outreach committee) authorized to disburse funds
d) List of all bank and investment accounts and authorized signatories
e) List of securities, trusts and endowments
f) List of people authorized to approve disbursements
g) Copy of Diocesan Pledge form and year-end statement received from the Diocese

h) Copy of Parochial Report

i) Annual financial statements for the period under inspection
j) Accounting records for all funds:  Chart of Accounts, General Ledger, Cash Receipts Journals, Cash Disbursements Journals, bank statements, paid invoices, individual payroll records, evidence of investments

k) Copy of the Manual of Business Methods  in Church Affairs   http://www.episcopalchurch.org/finance_58218_ENG_HTM.htm?menupage=877
5. Review the Financial Inspection Procedures Checklist and decide which committee members will perform which tasks and within what timeframe.  

Forms
INTERNAL CONTROL QUESTIONNAIRE

This Internal Controls Questionnaire is provided by the Diocese of Atlanta for completion by parishes with total revenues of less than $500,000.  The Questionnaire is to be completed annually by parish personnel or a designated representative(s) of the parish familiar with the financial processes prior to the commencement of the Agreed Upon Procedures or Financial Inspection by an internal parish committee.  The Questionnaire has been designed to assess the adequacy of the parish’s internal control procedures and to provide the CPA or the Inspection Committee a basis from which to assess the need for recommendations for improvement. Based on guidelines in the Manual of Business Methods in Church Affairs, the references to “MBMCA“ provide chapters and sections in the manual that discuss the specific standards.  
Parish/Town:
For the year:

Completed by Name:
Phone:

Title/Position:
Email:  

Budget 

(MBMCA: Chapter I Financial Management, Sec A-D)
1. Is the budget for parish operations approved by the Vestry?

2. Are all changes to the budget authorized by the Vestry and recorded in the minutes of the meetings?
3. Is there a process in place for the ongoing review of the budget throughout the year?
Reporting

(MBMCA: Chapter III Bookkeeping, Sec D Financial Report Examples)
1. Do the financial reports include all funds and activities including designated and restricted, Trust and Endowment funds? 

2. How often are the reports submitted to and reviewed by the Vestry?
3. Are the operating results compared to the approved budget in the financial reports?
Receipts

(MBMCA: Chapter II-5 Internal Controls CASH and Chapter III Bookkeeping Sec B)
1. How are the collections protected from theft or misplacement from the time of receipt until the time the funds are counted and deposited?

2. When are the collection receipts counted and deposited? 

3. Are there at least two unrelated persons responsible for counting and depositing the collections?

4. How are the persons responsible for counting receipts selected and rotated on a periodic basis?

5. Do the counters have a standardized form for recording the deposit information?

6. How are the counters' sheets reconciled with actual deposits and, discrepancies investigated?

7. Is there a control prohibiting the cashing of checks from the currency received?

8. Are all of the pledge envelopes or other memoranda retained and reconciled to the recorded amounts?

9. Are all other cash receipts recorded and deposited on a timely basis?

10. Under what circumstances are cash receipts deposited into accounts other than the operating account? 

11. How often are periodic statements provided to donors of record?  

12. What is the procedure for recording donated gifts and fundraising purchases on the statements of the donors? 
Disbursements

(MBMCA:  Chapter II-10 Internal Controls)
1. Are all checks pre-numbered and issued in sequence?

2. What is the approval process for all disbursements?

3. What supporting documentation accompanies checks presented for signature?

4. Are all voided checks properly cancelled and retained?

5. Are all checks payable to specified payees and not to cash or to bearer?

6. What process is in place to prevent duplicate payment?

7. What is the signature policy for checks?

8. Do checks over a preset amount require more than one signature? If yes, what is that preset amount and what procedure is followed in obtaining the co-signature?

9. Are all disbursements requiring special approval of funding sources properly documented in the Vestry minutes?

10. Are checks ever signed or cosigned in blank before the amount and payee information is completed?

Payroll

(MBMCA:  Chapter III Bookkeeping Sec 3 and Chapter IV Taxes Sec A and Chapter IX Records Management Employment & Personnel Records IV 4-5)
1. Are complete personnel files maintained on each employee?
2. Are payroll tax returns filed on a timely basis? 
3. Are Forms 1099 being provided for payments of $600 or more to all non corporate and individuals who are not employees?
4. Are Form W-2 wages reconciled to the general ledger accounts, and all four quarterly payroll tax returns? 
5. Are clergy housing allowances recorded in the minutes of the Vestry no later than the first meeting of the year? (MBMCA: See sample “Resolution and Letter for Housing Allowance”  Appendix A  Forms A-2)
Bank Account Reconciliation

(MBMCA:  Chapter II Internal Controls Section 11)
1. How often are all bank accounts reconciled with amounts shown in financial statements?
2. Who performs the bank account reconciliations?
3. List all bank accounts.

4. Are all bank accounts, including clergy discretionary accounts and organizations such as the Episcopal Church Women in the name of the parish using its Federal Employer Identification Number?
Journal Entries

(MBMCA: Chapter III Bookkeeping Sec 4)
1. What documentation is maintained to support each journal entry? 

Petty Cash

(MBMCA:  Chapter III Bookkeeping Sec 6)
1. What safeguards are in place to protect the petty cash funds or Petty Cash bank accounts? 
Investments

(MBMCA: Chapter II – 11 and Chapter III-7 Bookkeeping for Investments)
1. How often are investment statements reconciled with amounts shown in Financial Statements?
2. Are all investment instruments held in the name of the church only? 
3. List the procedures for recording and reporting income.
4. What is the procedure for protecting investment instruments?
5. Who has the authority to make investment decisions regarding church funds?
6. Who has the authority to open accounts on behalf of the church?
7. Are payments or transfer of funds to third-parties from Investment Accounts prohibited?
Property and Equipment

(MBMCA: Chapter VI-18)
1. Is formal approval from the Vestry required for all property and equipment additions and dispositions?
2. How are fixed assets (all property, furniture, fixtures, and equipment) accounted for?  Are they carried on the financial statements?

3. What method is used to calculate depreciation?

Insurance and Risk Management

(MBMCA: Chapter VII Risk Management & Insurance)

1. Where are the church’s permanent records such as the articles of incorporation (if applicable), by-laws and real estate deeds kept?
2. Is there a periodic review conducted with an insurance agent to ensure the adequacy of the insurance: coverage?
3. Is there a periodic review conducted to ensure that adequate controls are in place to prevent loss?
4. If computers are used for financial or parishioner data, are files backed up at least weekly?  Is back-up media stored in a secure location?
5. What is the plan for recovery of data and continuation of operations in the event of a disaster?

Liabilities and Other Debt

(MBMCA: Chapter III-14 Bookkeeping Sample Format)
1. Is all borrowing or indebtedness authorized by the Vestry? 
2. Are all liabilities noted on Financial Reports to Vestry?
Restricted Gifts and Income

(MBMCA:  Chapter III-3c Bookkeeping)
1. Are records maintained of all bequests, memorials, endowments, or any other restricted gifts?  
2. What procedures are in place to insure that restricted gifts are used in accordance with the donor restrictions?

Discretionary Funds

(MBMCA: Chapter V Clergy Discretionary Funds)

1. Are all Discretionary Accounts, including monthly bank statement reconciliations, reviewed as part of the Audit Process?

Pledges

1. Explain the process for soliciting pledges from Members and recording the amounts to donor statements.

2. How often and by what medium are periodic statements provided to donors of record?

3. What is the procedure for recording donated gifts and fundraising purchases on the donor statements?
CHURCH FINANCIAL REPORT
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INSTRUCTIONS FOR COMPLETING CHURCH FINANCIAL REPORT - MODIFIED CASH BASIS

Note: all amounts should be entered in whole dollars only!

ASSETS
1. CASH

A. Cash on hand
·  Report currency on hand, which usually consists of petty cash.
· Generally, the Church should not hold large amounts of currency on hand and such amounts should be stored in a secured area.
· Cash on hand of less than $100 need not be reported.
B. Unrestricted bank accounts

· Report the book balance (i.e., checkbook balance) of all bank accounts that are not restricted by the donor for a specific purpose or time period.
· All such accounts of the Church should be included, even if not included in internal Church reports, such as all committees, ECW, choir, altar guild, youth, men’s and women’s groups and discretionary funds.  (All accounts using the Church’s federal identification number.)
· All bank accounts must be reconciled to the bank statement, with any adjustments made to the book balance as necessary as a result of the reconciliation process.  The reconciled book balance should be reported here.
· Each individual account balance making up a pooled cash account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 1B, the restricted portion on  line 1C, the endowment portion on line 1D, the portion held for others on line 1E.
· Money market mutual funds or brokerage cash type accounts appearing on brokerage statements with marketable securities may be included in line 2 (marketable securities) or on line 1.
· Bank accounts established by the Church for a specific purpose (i.e., not restricted by an outside donor) are considered to be unrestricted and should be included on this line.
C. Bank accounts that are restricted by a donor for a specific purpose or time period
· Report the book (i.e. checkbook balance) of all bank accounts that are restricted by the donor for a specific purpose or time period.
· All such accounts of the Church should be included, even if not included in internal Church reports, such as all committees, ECW, choir, altar guild, youth, men’s and women’s groups and discretionary funds.  (All accounts using the Church’s federal identification number.)
· All bank accounts must be reconciled to the bank statement, with any adjustments made to the book balance as necessary as a result of the reconciliation process.  The reconciled book balance should be reported here.
· Each individual account balance making up a pooled cash account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 1B, the restricted portion on  line 1C, the endowment portion on line 1D, the portion held for others on line 1E.
· Bank accounts established by the Church for a specific purpose (i.e., not restricted by an outside donor) are considered to be unrestricted and should be included on line 1B.
D. Bank accounts holding endowment gifts
· Report the balance of any bank accounts that comprise gifts from outside donors where the principal amount must be maintained in perpetuity.
· Each individual account balance making up a pooled cash account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 1B, the restricted portion on  line 1C, the endowment portion on line 1D, the portion held for others on line 1E.
· Usually endowment gifts are invested in marketable securities and reported on line 2C.
E. Cash held for others
· Report the balance of any bank accounts in which the Church is simply holding the monies for another party under a formal or informal custodial arrangement.

· All such accounts should be included, even if not included in internal Church reports.

· All bank accounts must be reconciled to the bank statement, with any adjustments made to the book balance as necessary as a result of the reconciliation process.  The reconciled book balance should be reported here.
· Each individual account balance making up a pooled cash account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 1B, the restricted portion on  line 1C, the endowment portion on line 1D, the portion held for others on line 1E.
2. MARKETABLE SECURITIES (INVESTMENTS)

A. Unrestricted
· Report the fair market value of investments that have no donor restrictions.
· All such investments of the Church should be included, even if not included in internal Church reports.
· Each individual account balance making up a pooled investment account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 2A, the restricted portion on line 2B, the endowment portion on line 2C, the portion held for others on line 2D.
· This also includes unrestricted investments held by the Diocese on behalf of the Church.
B. Restricted by donor for specific purpose or time period

· Report the fair market value of investments that represent gifts upon which the donor has placed purpose or time restrictions.
· All such accounts of the Church should be included, even if not included in internal Church reports, such as all committees, ECW, choir, altar guild, youth, men’s and women’s groups and discretionary funds.  (All accounts using the Church’s federal identification number.)
· Each individual account balance making up a pooled investment account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 1B, the restricted portion on  line 1C, the endowment portion on line 1D, the portion held for others on line 1E.
· Do not include investments designated by the Church for a specific purpose or time period (i.e., not restricted by an outside donor.)  Investments designated by the Church are considered unrestricted and should be reported on line 2A.

· This also includes investments restricted by donors and held by the Diocese on behalf of the Church.

C. Restricted by the donor in perpetuity (endowment)

· Report the value market value of investments that are comprised of gifts from outside donors where the principal amount must be maintained in perpetuity.
· Each individual account balance making up a pooled investment account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 2A, the restricted portion on line 2B, the endowment portion on line 2C, the portion held for others on line 2D.
· This also includes endowment investments held by the Diocese on behalf of the Church.
D. Held for others
· Report the value market value of investments in which the Church is simply holding the monies for another party under a formal or informal custodial arrangement (i.e. the Church is not entitled to the principal or investment income.
· All such investments should be included, even if not included in internal Church reports.
· Each individual account balance making up a pooled investment account should be reported as if it were a separate account (i.e., the unrestricted portion would be reported on line 2A, the restricted portion on line 2B, the endowment portion on line 2C, the portion held for others on line 2D.

3. RECEIVABLES
· Report any amounts that are receivable by the Church as of December 31 and describe the nature of those receivables.

· Only include amounts which the Church reasonably expects to collect.

· Do not include amounts that depend on the Church doing something after December 31 in order to earn such amounts.

4. MORTGAGES RECEIVABLE

· Sometimes Churches will enter into mortgages in connection with clergy housing.
· Report the principal balance outstanding of any mortgages receivable by the Church.
5. PROPERTY AND EQUIPMENT
· If detailed property records are not maintained, this section does not have to be completed.  However, the Diocese recommends such records at least for insurance purposes.
· If detailed property records are maintained, indicate whether the amounts reported for each property are based on:  Historical costs, Estimated Value or Appraised Value.
· If depreciation is calculated on property and equipment, enter the total accumulated depreciation on line 5E.  If depreciation is not calculated by the Church, leave line 5E blank.
6. OTHER ASSETS
A. Vested interest in perpetual trusts
· A perpetual trust is a situation where a donor establishes a trust, typically with a community foundation or bank trust department, the income from which is regularly distributed to one or more beneficiaries.
· The value of the Church’s interest in the trust can be determined by calculating the present value of estimated income to be retained in the future or by multiplying the fair value of the underlying investments by the Church’s share of the trust.  This information can be obtained from the trustee.
B. Vested interest in charitable annuity trusts
· A charitable annuity trust is a trust, typically held by a bank trust department, in which an individual or individuals are initial income beneficiaries and, when they die, the Church receives the remaining assets in the trust.
· These trusts should be reported by the Church at the present value of the expected trust payout.  As this requires many assumptions including investment growth and life expectancy of the initial beneficiaries, it is recommended that the Church consult the trustee for this valuation.  If the amounts involved in the trust are not expected to be significant, no value needs to be reported.
C. Other
· Describe any other Church assets not addressed above and report the value on line 6C.
LIABILITIES

7. DIOCESAN PLEDGE PAYABLE
· Report the amount of the Diocesan pledge that had not been paid to the Diocese by December 31, as well as any prior year unpaid pledges.
8. PAYROLL TAXES PAYABLE
· This amount consists of payroll taxes and withholding for payroll paid on or before December 31.
9. DEFERRED CONTRIBUTIONS/REVENUE
· Report any contributions received prior to December 31 that relate to the next year or later years.
· Report any revenue received prior to December 31 that will not be earned until after December 31.
10. NOTES PAYABLE – NOT SECURED BY PROPERTY OR EQUIPMENT

· Report the principal balance of loans which are not secured by property and equipment.
· Loans secured by other items such as pledges receivable would be reported here.
11. NOTES PAYABLE – SECURED BY PROPERTY OR EQUIPMENT

· Report the principal balance of loans which are secured by property and equipment.
· Typically, this would include loans used to finance acquisition of property such as real estate mortgages, vehicle loans, copier or telephone system loans.
12. FUNDS HELD FOR OTHERS

Do not enter an amount on this line.  The template will calculate and post the total of line 1E and 2D on this line.
13. OTHER  LIABILITIES

· Describe any other Church liabilities not addressed above and report the value on line 13.
NET ASSETS

· UNRESTRICTED NET ASSETS

· TEMPORARILY RESTRICTED NET ASSETS

· PERMANENTLY RESTRICED NET ASSETS 

17. OTHER INFORMATION 

· Enter total expenses reported on line G of the Parochial Report.  This information is used to calculate the financial ratios.

FINANCIAL RATIOS

Do not enter any amounts in this section.  The template will calculate based on amounts input for assets, liabilities and expenses.
	Instructions:  a) Using bank statements for Dec of the prior yr and all current year statements, fill in the items highlighted in yellow.  b) Compare the Beginning Balance and the Ending Balance on this form to the General Ledger.   c) Identify and research any discrepancies.  Prepare for each account.
PROOF OF CASH REPORT:  SAMPLE

	

	

	 
	   Year:
	
	 

	 
	Account Name:
	xxx
	 

	
	Account Number:
	xxx
	

	
	Authorized Signatories:
	xxx
	

	
	
	xxx
	

	
	
	xxx
	

	
	Tax ID No. on Account:
	xxx
	

	
	 
	

	
	Statement Dates
	Beginning Balance
	Deposits
	Withdrawals
	Ending Balance
	

	
	1/1/10-1/31/10
	105,746.18 
	98,699.18 
	72,900.48 
	131,544.88 
	

	
	2/1/2010-2/28/10
	131,544.88 
	216.80 
	54,859.32 
	76,902.36 
	

	
	3/1/10-3/31/10
	76,902.36 
	206.95 
	38,524.99 
	38,584.32 
	

	
	4/1/10-4/30/10
	38,584.32 
	103,026.47 
	62,775.66 
	78,835.13 
	

	
	5/1/10-5/31/10
	78,835.13 
	4,718.86 
	44,084.77 
	39,469.22 
	

	
	6/1/2010-6/30/10
	39,469.22 
	10,261.73 
	20,215.40 
	29,515.55 
	

	
	7/1/10-7/31/10
	29,515.55 
	106,237.30 
	8,604.08 
	127,148.77 
	

	
	8/1/10-8/31/10
	127,148.77 
	412.45 
	79,733.49 
	47,827.73 
	

	
	9/1/10-9/30/10
	47,827.73 
	552.72 
	29,480.21 
	18,900.24 
	

	
	10/1/10-10/31/10
	18,900.24 
	112,853.00 
	56,806.04 
	74,947.20 
	

	
	11/1/10-11/30/10
	74,947.20 
	1,760.35 
	37,351.57 
	39,355.98 
	

	
	12/1/10-12/31/10
	39,355.98 
	118,971.36 
	144,377.21 
	13,950.13 
	

	
	Total per bank
	 
	557,917.17 
	649,713.22 
	 
	

	
	 
	 
	 
	 
	 
	

	
	Deposit in transit
	 
	 
	 
	 
	

	
	12/31/2009
	0.00 
	 
	 
	 
	

	
	12/31/2010
	 
	 
	 
	0.00 
	

	
	Checks Outstanding
	 
	 
	 
	 
	

	
	12/31/2009
	36,910.00 
	 
	 
	 
	

	
	12/31/2010
	 
	 
	 
	4,276.60 
	

	
	 
	 
	 
	 
	 
	

	
	Balance per Books*
	68,836.18 
	 
	 
	9,673.53 
	

	
	
	

	
	* Total per bank, plus deposits in transfer, minus checks outstanding.
	


FINANCIAL INSPECTION PROCEDURES CHECKLIST

	PARISH/CITY OR TOWN: 
	Yes
	No
	NA

	FOR THE YEAR ENDED:
	
	
	

	DOCUMENTS COMPILED  BY/FOR COMMITTEE/REVEIWED

	Copy of previous audit or inspection including the findings on policies and procedures
	
	
	

	Were any recommendations made? 
	
	
	

	Were these implemented?
	
	
	

	Notes:  



	Vestry Meeting Minutes 
	
	
	

	Annual budget approved and any subsequent changes?
	
	
	

	Financial reports accepted?
	
	
	

	Annual clergy housing allowance resolution?
	
	
	

	Minutes of other groups (i.e. outreach committee) authorized to disburse parish funds?
	
	
	

	List of all bank and investment accounts and authorized signatories
	
	
	

	List of securities, trusts and endowments
	
	
	

	List of people authorized to approve disbursements by account
	
	
	

	Copy of Diocesan Pledge form and year-end statement received from the Diocese
	
	
	

	Copy of Parochial Report
	
	
	

	Was report filed by March 1st?
	
	
	

	Completed Internal Controls Questionnaire
	
	
	

	Are changes to improve controls needed? If yes, list on Certification to Vestry form.
	
	
	

	Completed Church Financial Report
	
	
	

	Completed Proof of Cash Report
	
	
	

	TESTING OF FINANCIAL SYSTEMS

	Cash Receipts/Revenue

	1.  Select 6 random Sunday collections.
	
	
	

	1.a  Trace total amount collected from the counters’ documentation to bank deposit slip and bank statement(s).
	
	
	

	1.b  Trace posting in the general ledger to appropriate revenue accounts. 
	
	
	

	Notes:  




	PARISH/CITY OR TOWN: 
	Yes
	No
	NA

	FOR THE YEAR ENDED:     
	
	
	

	Cash Disbursements/Expenses 

	2.  Select 25 random payments throughout the year and all disbursements greater than $2,500 from the disbursement journal or other sources. 
	
	
	

	2.a  Review all supporting documentation for appropriate approvals and posting to the appropriate general ledger account.  
	
	
	

	2.b  Trace amount paid to reported 1099 if payment to independent  contractor.
	
	
	

	2.c  Review cancelled check or copy for required signatory and endorsement.
	
	
	

	Notes:  



	Payroll

	3.  Select a random sample of employees (1 out of 5, minimum of 2).
	
	
	

	3.a  Examine employee payroll file for completeness (authorized pay rate, I-9 and all state and federal withholding records.)
	
	
	

	3.b  Compare actual rates of pay with authorized pay in employee payroll file.
	
	
	

	3.c  Trace earnings and withholdings to payroll tax returns and employee W-2.
	
	
	

	Notes:  



	Bank Statements and Reconciliations

	4. Select all bank statements and reconciliations (including discretionary accounts) for 2 random periods in the year.
	
	
	

	4.a  Review the statements and reconciliations for reasonableness and trace any unusual or questionable items to supporting documentation.
	
	
	

	4.b  Examine all check copies noting authorized signatures and endorsements.
	
	
	

	4.c  Review Proof of Cash Report for all bank accounts tracing beginning and ending balances to appropriate statements.
	
	
	

	Notes:  



	FINANCIAL STATEMENTS VALIDATION

	5. Review Financial Statements presented to the Vestry.
	
	
	

	5.a  Do they include a Balance Sheet  including all funds?
	
	
	

	5.b  Do they include a Revenue & Expense statement for all funds?
	
	
	

	5.c  Does the Revenue & Expense statement include a comparison to budgeted amount for each revenue and expense account?
	
	
	

	Notes:  




	PARISH/CITY OR TOWN: 
	Yes
	No
	NA

	FOR THE YEAR ENDED:     
	
	
	

	6. Review Parochial Report and instructions for completion.
	
	
	

	6. a   Reconcile amounts reported on parochial report to year-end financial statements.
	
	
	

	Notes:  



	7. Review the completed Church Financial Report and the Instructions which include definitions of the items reported.
	
	
	

	7.a   CASH.  Verify amounts reported on lines 1(A) through 1(E) to year-end bank reconciliations.
	
	
	

	7.b   MARKETABLE SECURITIES (INVESTMENTS).  Verify amounts reported on lines 2(A) through 2(D) to year-end broker statements.
	
	
	

	7.c   NON-PLEDGE RECEIVABLES.  Review supporting documentation and verified amounts reported on line 3.
	
	
	

	7.d   MORTGAGES RECEIVABLE.  Review supporting documentation and amortization schedules and verified amounts reported on line 4.
	
	
	

	7.e   PROPERTY & EQUIPMENT.  Review supporting documentation and verified amounts reported on lines 5(A) through 5(D).  Review the documentation for reasonableness and inquire as to items that appear unusual or questionable.  Trace the amount reported on line 5(E) to the detailed depreciation schedule.  Review repairs and maintenance accounts for items that should be capitalized.  If property and equipment are not on the parish books, note this for follow-up by Diocesan staff.
	
	
	

	7.f   OTHER ASSETS.  Review supporting documentation and verified amounts reported on lines 6(A) through 6(C).
	
	
	

	7.g   DIOCESAN PLEDGE PAYABLE.  Reconcile amount reported on line 7 to copy of Diocesan Pledge form, payments made during the year and statements of account received from the Diocese.
	
	
	

	7.h   PAYROLL TAXES PAYABLE.  Verify amount reported on line 8 to applicable payroll tax returns for the portion unpaid as of year-end.
	
	
	

	7.i    DEFERRED CONTRIBUTIONS/REVENUES.  Verify amount reported on line 9 to supporting documentation.
	
	
	

	7.j    NOTES PAYABLE.  Verify amounts reported on lines 10(A) through 10(D) and 11(A) through 11(D) to supporting documentation and amortization schedules.
	
	
	

	7.k   OTHER LIABILITIES.  Verify amount reported on line 13 to supporting documentation.
	
	
	

	7. l   OTHER INFORMATION.  Verify amount reported on line 17 is the same amount reported on line G of the Episcopal Church Parochial Report .
	
	
	

	Notes:  




	PARISH/CITY OR TOWN: 
	Yes
	No
	NA

	FOR THE YEAR ENDED:     
	
	
	

	OTHER

	8. Are there any contingencies or commitments or potential legal actions facing the parish with prospects of potential loss?  If yes, please explain in Notes section below.
	
	
	

	Notes:  



	9. Are any liens outstanding against any property or equipment?
	
	
	

	Notes:  



	Notes:  



	10. Is the primary bookkeeper a paid employee of the parish?
	
	
	

	11.a   If yes, are they covered by Fidelity Bond Insurance?
	
	
	

	Notes:  



	11. Are pension payments up to date for all eligible employees?
	
	
	

	Notes:  



	12. Are all insurance premium payments up to date for all eligible employees?
	
	
	

	Notes: 




FINANCIAL INSPECTION COMMITTEE CERTIFICATION

	PRIVATE Church Name
	

	City/Town
	

	Rector/Vicar
	

	Senior Warden
	

	Junior Warden
	

	Treasurer
	

	Period Inspected
	

	PRIVATE Date(s) inspection conducted
	

	Committee Members
	


To the Rector or Vicar, Wardens and Vestry:
The Financial Inspection Committee has performed procedures in accordance with the guidelines of the Diocese of Atlanta.  We have taken steps to see that the assets and liabilities and the receipts and expenditures for the  year inspected are in accordance with the principals set forth in the Canons of the Episcopal Church (Title I, Canon 7: “Of Business Methods in Church Affairs”) and the Diocese of Atlanta.  

____  We noted no exceptions.

____  We noted exceptions described on the following page.

We have also inspected the parish internal controls. 

____  We find the current internal controls to be adequate.

____  We recommend changes to internal controls as described on the following page.

Our inspection and certification are not to be construed as an audit and opinion rendered by a Certified Public Accountant.




________________________________(Signature)    __________(Date)



Chair of Financial Inspection Committee
FINANCIAL INSPECTION BY INTERNAL COMMITTEE








Do not enter amounts on lines 14, 15, 16.  The template will calculate based on amounts input for assets and liabilities.








1

