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Church Administration
by David B. Gregory, Financial Officer


Topics:
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• Church Audit
Credit Reports

It is possible to check your church’s credit history. Any lending institution has the capability of checking a church's credit history. You may also be able to check your credit online. The Christian Community Credit Union has indicated that they may be willing to run a basic credit report for your church for a very reasonable cost. 

Finding an Accountant

As a service provided by Transformation Ministries, David Gregory, CPA can assist member pastors on a limited basis. Typically, we recommend you contact an experienced CPA or accountant who is familiar with nonprofit organizations, churches and clergy taxes. The Christian Community Credit Union has a list of CPAs in Southern California who have worked with many of our churches.

Church Record Retention Policy

Churches generally have to keep the same records as any other business. You need to keep detailed information regarding your income and expenses. Church Law and Tax Report has a good publication entitled "The Church Guide To Financial Reporting." IRS Publication 583 is also a good source of information on general business and record-keeping requirements.

Churches must keep donor records and envelopes for 7 years. Churches must provide receipts for donations over $250 and for quid pro quo contributions over $75. Churches must also provide additional information for donations of stock and property. Please refer to IRS Publication 526 and 552 for more information. In IRS Publications 552 and 583, the IRS recommends keeping the following records:

• Documentation supporting receipts including cash register tapes, bank deposit slips, receipt books, invoices, credit card slips, Form 1099-MISC, etc.

• Documentation supporting all donations including envelopes, copies of donor receipts, verification of the value of a donation (if required), etc.

• Documentation supporting all expenditures including cancelled checks, cash register tapes, invoices, account statements, credit card sales slips, petty cash slips, etc.

• Documentation for travel, transportation, entertainment and gift expenses require more detailed records. Make sure you document the business purpose, names of those entertained, the receipt, the amount, the location, the date, etc.

• Documentation for the church books, including the journals, general ledger, checkbook, daily or weekly summary of cash receipts, monthly reports, check disbursement journal, payroll and individual employee records.

Although there are different requirements, I recommend you retain all records a

minimum of 7 years, unless as specified below:

• Permanent records must always be kept. These include incorporating papers, IRS 501(c)(3) letter, property titles, fixed asset records, etc. In most cases you can discard a fixed asset record 7 years after disposing of the asset unless there is a basis carryover to a replacement asset.

• If fraud has been involved, you must keep records forever.
IRS and Other Publications

• IRS Publication 463: Travel, Entertainment, Gift and Car Expenses

• IRS Publication 526: Charitable Contributions

• IRS Publication 552: Recordkeeping for Individuals

• IRS Publication 561: Determining the Value of Donated Property

• IRS Publication 583: Starting a Business and Keeping Records

• IRS Publication 598: Unrelated Business Income tax

• IRS 15 Circular E: Employers' Tax Guide

• IRS 15A Circular E Supplement: Employers' Supplemental Tax Guide

• IRS Publication 557: Tax Exempt Status for Your Organization

• IRS Publication 1771: Charitable Contributions

• IRS Publication 1779: Independent Contractor or Employee

Church Law and Tax Report Publications:

• Preparing Your Minister's Tax Return
• The Church Guide to Financial Reporting
• The Church Guide to Internal Controls
• Church and Clergy Tax Guide
Additional resources:

• M&M Ministers' Tax Guide
• California Payroll taxes
Unrelated Business Tax

Churches do not pay income taxes but they may be subject to unrelated business tax. See IRS Publication 598 to answer your questions in this area.

Counseling

Because of the rash of lawsuits, Churches should consider providing ministerial and professional guidance services rather than counseling services. Check with your insurance carrier to see if they recommend this. They may also ask you to have everyone who receives such guidance sign a release form in order to reduce potential liability.

Church Audit

I recommend that all churches have an annual audit performed by a CPA firm. Make sure the CPA firm has experience in auditing churches. When most churches discover the high cost of an audit, they often change their mind about the need. If your church feels they cannot afford a complete audit, I recommend the following:

• If your church has over 1,000 members or over $1 million in receipts: I recommend you have an annual audit despite the cost.

• If your church has under 1,000 members and under $1 million in receipts: At a minimum, I recommend you have a CPA firm review your internal controls and do a review of your internal controls. You should have one person, who is not directly involved in the church finances responsible for monitoring the implementation of the recommendations.

• If your church has under 100 members and under $100,000 in receipts - At a minimum, I recommend a member of your church review your internal controls. You should have one person, who is not directly involved in the church finances responsible for doing this review. I recommend you purchase a book or questionnaire about internal controls to help facilitate this

internal audit. Church Law and Tax Report has a good booklet titled The Church Guide to Internal Controls.

• (For more information see the document on our website entitled “Internal Controls.”)
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