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Diocese of Southwest Florida
Procedures for Audit Committee
Revised for audit year 2022.
Please note that there are changes from last year’s procedures.

Congregation, City


____________________________________________________________________


Audit Committee Members


____________________________________________________________________

____________________________________________________________________

____________________________________________________________________



The annual audit of a congregation’s financial condition and business practices is an essential feature of a responsible stewardship program.  These audit procedures were created by the Diocese of Southwest Florida to assist congregations in performing a successful audit by committee. 

The audit evaluates current practices and suggests opportunities for improvement.  This is meant to be a learning opportunity for church leadership.  A successful audit program will produce open communication about the financial condition and business practices of a congregation.

Please submit your completed audit report by September 1, 2023, to the Diocesan Office via email to the attention of John Edgar at:  jedgar@episcopalswfl.org.

If you have any questions regarding these audit procedures, please do not hesitate to contact John Edgar at (941) 556-0315 x984 or at the email address above.  

Objectives of the Audit by Committee
The audit committee’s primary objectives are:
· To evaluate the internal controls of the church, and to determine if they are adequate.
· To examine the financial statements and determine the accuracy of the various assets, liability, income, expense, and net assets accounts.
· To investigate the financial transactions of the church during the audit year to determine if they were documented appropriately and recorded in the proper amounts and to the proper accounts.



The Completed Audit Submission Package
A completed audit submission package must be sent to the Diocesan Office by September 1, 2023.  It can be mailed to the attention of John Edgar, but it is preferable to email it to him at jedgar@episcopalswfl.org. A completed audit submission package includes the following: 
· The completed Procedures for Audit Committee, which include the Financial Practices Questionnaire and the Financial Review.
· Year End Financial Statements
· Audit Committee Certificate (see sample Exhibit A)
· Audit Committee Findings on Policies and Procedures (see sample Exhibit B)



Components of the Audit Submission Package

The Financial Practices Questionnaire – Evaluates the church’s policies and procedures regarding their business practices.  The questionnaire should be completed by a member of the church’s financial staff or some other individual who is familiar with policies and procedures of the church.  Alternatively, a member of the audit team can complete this questionnaire through interviews with financial staff or knowledgeable persons.  Deficiencies in internal controls can be identified with the thorough completion of this form.  The content of the questionnaire is derived from the Manual of Business Methods in Church Affairs.

The Financial Review – Describes how the audit committee should examine the financial transactions, financial statements, and other documents of the church.

Audit Committee Certificate – The certification of the audit committee that they have examined the financial records of the church and an expression of their opinion of those records.

Audit Committee Findings on Policies and Procedures – The audit committee’s report on the internal controls, policies, and procedures of the church and recommendations for improvement.



Glossary of Terms

Assets – Property, land, equipment, and other resources that provide a benefit to the church. 

Budget – A plan or an estimation of revenue and expenses.  In this document, a ‘budget’ refers to the church’s ‘operating budget’, which is their estimation or revenue and expenses to run the church (usually for one year).

Disbursement – The payment of money.

Financial Statements – Reports which show the consolidated financial information of the church.  Typical Financial Statements for a church are:

Balance Sheet – Also known as the Statement of Financial Position.  This statement shows a church’s assets, liabilities, and net assets at a given point in time.

Income Statement – Also known as the Statement of Activities.  This statement shows a church’s revenues and expenses over a given period of time.

Summary of Restricted Accounts – This statement shows the church’s activity in their restricted and/or designated accounts over a period of time.

General Ledger – The main accounting record of a company or organization.  It contains all financial transactions of a company.  Usually, the general ledger is maintained electronically in an accounting system.

Internal Controls – The policies and procedures used by a church to ensure the integrity of financial information and prevent fraud. 

Journal Entry – A record of a transaction that is recorded in the accounting system of a church.  Journal entries are usually posted to the general ledger.

Liabilities – Obligations, debts, or some other thing that the church owes to another organization or a person.

Net Assets – The total assets of the church minus the total liabilities of the church.  Net Assets are divided into those which are unrestricted and those which are restricted by the donor.  Net Assets replaces ‘Equity’, which is found in for-profit organizations, and it is sometimes referred to as the ‘Net Worth’ of a church.







Completing the Committee Audit

1. The Vestry or Bishop’s Committee appoints an Audit Committee to conduct the church’s yearly review.  The members of the committee should not include those who made financial decisions or participated in record keeping for the church for the year under review.  The Audit Committee meets and reviews the tasks, forms, and guidelines contained here.
2. Give the Financial Practices Questionnaire to the member of the church financial staff or some other designated individual who can answer questions regarding the church’s business practices.  Alternatively, you can interview the financial staff or the designated individual and ask them the questions on the Internal Controls Questionnaire.  You may need to speak with several people to complete the entire questionnaire.
3. Arrange for access to the following items:
a) A copy of last year’s audit report.
b) Vestry meeting minutes for the period under examination.
c) List of all bank and investment accounts and authorized signatories.
d) List of securities, trusts, and endowments.
e) List of people authorized to approve disbursements.
f) Financial statements for the period under review.
g) Accounting records for all funds: Chart of Accounts, General Ledger, Cash Receipts Journals, Cash Disbursement Journals, bank statements, investment account statements, paid invoices, individual payroll records, evidence of investments.
4. Using the items above, and by requesting additional information from church financial staff, complete the Financial Review.
5. Discuss the results of the Financial Practices Questionnaire and the Financial Review.  Ask any clarifying questions of the clergy, staff, and vestry.
6. Prepare your Audit Committee Certificate and Audit Committee Findings on Policies and Procedures.  Submit both documents to your Vestry or Bishop’s Committee.
7. Send your completed audit submission to the Diocesan Office by September 1, 2023.



Note: The audit for your church includes all accounts and activities that are administered under the umbrella of your church.  If your church has a chapter of Episcopal Church Women, those accounts must be included in this audit.  If your church operates a thrift store, those accounts must be included in this audit.  If any organizations are audited separately, attach that audit to this submission and indicate by noting here: ________________________________________
____________________________________________________________________________
____________________________________________________________________________




Financial Practices Questionnaire

General: The following items provide general information to aid in understanding the overall accounting and internal control system.
	1.
	Have recommendations of prior reports on internal controls been implemented?
	Yes ___   See Notes ___

	2.
	Does the church have an up-to-date accounting policies and procedures manual?
	Yes ___   See Notes ___



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________

Budgeting and Reporting: The development and use of a budget is a critical management tool that will aid in the stewardship and administration of church resources and program.  The best accounting system is of little value unless it communicates the information it contains to the responsible parties.
	1.
	Was the 2022 budget approved by the Vestry?
	Yes ___   See Notes ___

	2.
	Are all changes to the budget authorized by the Vestry and recorded in the minutes of the meetings?
	Yes ___   See Notes ___

	3.
	Is there a periodic review of the budget by the Vestry?
	Yes ___   See Notes ___

	4.
	Is the Treasurer’s report submitted to the Vestry or the Finance Committee every month (including activity in designated and restricted funds)?
	Yes ___   See Notes ___

	5.
	Does the Treasurer’s report present the current actual financial data compared with the approved budget?
	Yes ___   See Notes ___



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________



Cash Receipts: Clearly stated policies and procedures regarding the handling of cash and other receipts help to prevent loss and assure that all receipts are properly recorded.
	1.
	Are at least two unrelated persons responsible for counting and depositing the collections?
	Yes ___   See Notes ___

	2.
	Are the persons responsible for counting receipts rotated on a periodic basis?
	Yes ___   See Notes ___

	3.
	Do the counters have a standardized form for recording the deposit information?
	Yes ___   See Notes ___

	4.
	Are the counters’ sheets retained and reconciled with actual deposits, and are all discrepancies investigated?
	Yes ___   See Notes ___

	5.
	Are all the pledge envelopes or other memoranda retained and reconciled to the recorded amounts?
	Yes ___   See Notes ___

	6.
	Are all checks received restrictively endorsed – “for deposit only” immediately upon receipt?
	Yes ___   See Notes ___

	7.
	Are contribution statements provided to donors of record at least semi-annually?
	Yes ___   See Notes ___

	8.
	Do acknowledgments of contributions in excess of $250 include a receipt from the church that states that “any goods or services provided consist solely of intangible religious benefits?”
	Yes ___   See Notes ___



9. How are the collections protected from theft or misplacement from the time of receipt until the time the funds are counted and deposited? ________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
10. Describe the procedures in place that would highlight or call someone’s attention to the fact that all receipts or income have not been received or recorded? ___________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________


Cash Disbursements: The following procedures will assist in assuring that all payments are properly approved, recorded, and supported by appropriate documentation.
	1.
	Are all disbursements made by check or electronic funds transfer, except for small expenditures made from petty cash?
	Yes ___   See Notes ___

	2.
	Are all checks pre-numbered and used in sequence?
	Yes ___   See Notes ___

	3.
	Are all voided checks properly cancelled and retained?
	Yes ___   See Notes ___

	4.
	Are all checks made payable to specified payees and not to cash or to bearer?
	Yes ___   See Notes ___

	5.
	Is signing blank checks prohibited?
	Yes ___   See Notes ___

	6.
	Is using signature stamp or pre-printed signatures prohibited?
	Yes ___   See Notes ___

	7.
	Does all supporting documentation accompany checks presented for signature?
	Yes ___   See Notes ___

	8.
	Are all account signers authorized by the Vestry?
	Yes ___   See Notes ___

	9.
	Are all disbursements requiring special approval of a funding source or the Vestry properly documented in the Vestry or Finance Committee minutes?
	Yes ___   See Notes ___



10. What is the approval process for all disbursements? ________________________________
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
11. What supporting documentation accompanies checks or requests for Electronic Funds Transfers when they are presented for signature? _____________________________________
____________________________________________________________________________
____________________________________________________________________________
12. What is the signature policy for checks? _________________________________________
_____________________________________________________________________________
_____________________________________________________________________________

Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________


Journal Entries: Journal entries offer a special opportunity to adjust accounting records.  The general journal is an equally important book of original entry as the cash receipts and disbursements journals.

1. What documentation is maintained to support each journal entry? _______________________
______________________________________________________________________________
______________________________________________________________________________

Bank Account Reconciliation: The following controls provide a timely recording of cash expenditures in the accounting system.
	1.
	Are all bank accounts, including Clergy Discretionary accounts and groups like Episcopal Church Women, in the name of the church using its Federal Employer Identification Number?
	Yes ___   See Notes ___

	2.
	Are all bank accounts reconciled monthly?
	Yes ___   See Notes ___

	3.
	Are bank reconciliations performed using the church’s accounting software?
	Yes ___   See Notes ___



4. Who performs the bank account reconciliations?  Does someone else verify the reconciliation? 
_____________________________________________________________________________
List all Bank Accounts (Checking, Savings, and Money Market accounts):
	Institution
	Account #
	Purpose

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________


Petty Cash: The following controls provide a timely recording of cash expenditures in the accounting system.
	1.
	Does the church have a petty cash fund? (If ‘yes’ then complete the remaining questions in this section. If ‘no’ then skip to the next section.
	Yes ___   No ___

	2.
	Is the responsibility for the petty cash fund assigned to one person?
	Yes ___   See Notes ___

	3.
	Are all petty cash funds maintained on an imprest basis, i.e., the total amount of vouchers paid or disbursed, plus cash, always equaling the amount of the fund?
	Yes ___   See Notes ___

	4.
	Is adequate review made of documentation before the fund is reimbursed?
	Yes ___   See Notes ___

	5.
	Is the petty cash fund reimbursed at least monthly?
	Yes ___   See Notes ___

	6.
	Is the actual petty cash protected from theft or misplacement?
	Yes ___   See Notes ___



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________


Investments (including Endowments): Procedures for proper recording and control of all investment instruments will help to assure that all assets and related income are accounted for and properly reported.
	1.
	Are all investment instruments held in the name of the church only?
	Yes ___   See Notes ___



2. How often are investment statements reconciled with amounts shown in the Financial
Statements? ___________________________________________________________________
3. What is the procedure for recording income and changes in the market value of investments? 
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
4. Who has the authority to make investment decisions regarding the church funds? __________
_____________________________________________________________________________
_____________________________________________________________________________

List all Investment Accounts (include accounts which hold Endowment Funds):
	Institution
	Account #
	Purpose

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	




Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________

Property and Equipment: Certain procedures involving the physical assets of the church will aid in detecting, identifying, and preventing losses.
	1.
	Is formal approval of the Vestry required for all property and equipment additions and dispositions?
	Yes ___   See Notes ___

	2.
	Is a detailed inventory of all property, furniture, fixtures, and equipment maintained (the inventory should include the date acquired, a detailed description, the cost at time of purchase or fair market value at time of donation, and if any funding restrictions are in place)?
	Yes ___   See Notes ___



3. Describe how fixed assets are accounted for (i.e., are they expensed on the income statement or carried on the balance sheet): ___________________________________________________
_____________________________________________________________________________
4. If they are carried on the balance sheet, is depreciation recorded? _______________________
______________________________________________________________________________

Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________


Insurance and Risk Management: Measures should be undertaken to protect against all reasonable risks of loss.
	1.
	Is there a periodic review of the church’s insurance coverage to determine whether it is adequate?
	Yes ___   See Notes ___

	2.
	Is there a periodic review conducted to ensure that adequate controls are in place to prevent loss?
	Yes ___   See Notes ___

	3.
	Are computer files backed up to an offsite location on a regular basis?
	Yes ___   See Notes ___

	4.
	Does the church have a plan for the continuation of operations in the event of a disaster?
	Yes ___   See Notes ___



5. Are parishioner membership records and personal/contact information maintained using a computer system?  If so, which system? _____________________________________________
_____________________________________________________________________________
6. Is parishioner giving information maintained using a computer system?  If so, which system?
______________________________________________________________________________
7. Which software system does the church use to perform accounting functions? _____________
______________________________________________________________________________

List all organizations who use the church space on a regular basis:
	Organization
	Is a written agreement on file?
	Does the church hold a certificate of liability insurance from the organization?

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________

Liabilities and Other Debt: All liabilities and other debt must be clearly reported, and all provisions or restrictions complied with.
	1.
	Is formal approval of the Vestry required before the church acquires debt?
	Yes ___   See Notes ___

	2.
	Are long term liabilities periodically checked against documentation from the lender to ensure that the amount owed is accurate?
	Yes ___   See Notes ___



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________

Restricted Gifts and Funds: Gifts restricted by donors are not handled in the same manner as unrestricted gifts.  Procedures are necessary to assure that these gifts are recorded properly, and that they are used for their restricted purpose.
	1.
	Are records maintained of all restricted gifts?
	Yes ___   See Notes ___



2. What procedures are in place to ensure that restricted gifts are used in accordance with the donor restrictions? ______________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
3. Are restricted funds held in a separate checking, savings, or investment account or are they comingled with unrestricted funds? _________________________________________________
______________________________________________________________________________

List all Restricted Funds (excluding any Endowment or Trust Funds):
	Name of Restricted Fund (On Financial Statements)
	Purpose or Restriction of Fund
	Value of Fund on 12/31/2022

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________

Designated Funds:  Designated Funds are funds which are not restricted by the donor but are designated by the Vestry or Bishop’s Committee for a particular purpose.  These funds can then be redesignated by the Vestry for a different purpose, or they can be undesignated.  It is important to understand the distinction between funds which are ‘Restricted by the Donor’ and those which are ‘Designated by the Vestry’, and it is equally important to distinguish between these two types of net asset accounts on your financial statements.  Typical examples of Designated Funds are reserve funds which are collected from general operating surpluses and special funds which are funded by regular expenditures/transfers from the operating budget.



List all Vestry Designated Funds (excluding any Endowment or Trust Funds):
	Name of Designated Fund (On Financial Statements)
	Purpose or Designation of Fund
	Value of Fund on 12/31/2022

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	



Endowment Funds: Endowment Funds are established so that contributions can be made and invested, and the investment gains can be used by the church.  In a True Endowment, the principal amount of the donations (the ‘corpus’) is permanently restricted by the donors, and only the income can be used by the organization.  By contrast, in a Board Designated Endowment, the governing body (Vestry or Bishop’s Committee) designates a portion of unrestricted funds as an Endowment, and both the principal and the income may be used by the organization.  In ‘true’ Endowments, sometimes the income can also be restricted by the donors for a certain purpose.

List all Endowment Funds (Attach a separate page if needed):

Name of Fund: ________________________________ Value on 12/31/2022: _____________
Is the fund a True Endowment or a Board Designated Endowment? ______________________
If it is a True Endowment, what is the amount of the corpus? $__________________________
Are there donor restrictions on the income of the Endowment? __________________________
What was the dollar amount of distributions made in 2022?   $__________________________

Name of Fund: ________________________________ Value on 12/31/2022: _____________
Is the fund a True Endowment or a Board Designated Endowment? ______________________
If it is a True Endowment, what is the amount of the corpus? $__________________________
Are there donor restrictions on the income of the Endowment?__________________________
What was the dollar amount of distributions made in 2022?   $__________________________

Name of Fund: ________________________________ Value on 12/31/2022: _____________
Is the fund a True Endowment or a Board Designated Endowment? ______________________
If it is a True Endowment, what is the amount of the corpus? $__________________________
Are there donor restrictions on the income of the Endowment? __________________________
What was the dollar amount of distributions made in 2022?   $__________________________

1. For your True Endowment Funds, explain your accounting procedures and how they clearly denote the permanently restricted status of the corpus? _______________________________
_____________________________________________________________________________
_____________________________________________________________________________


Discretionary Funds: Clergy discretionary funds are used to support those in need. These funds are subject to the same internal controls as any other fund.
	1.
	Are clergy discretionary fund activities included in the regular bank statement reconciliation procedure?
	Yes ___   See Notes ___



2. Are clergy discretionary funds administered as separate checking accounts or is the activity recorded through the operating account? ____________________________________________
_____________________________________________________________________________

Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________

Payroll: The application of payroll policies and procedures involving the employment of individuals assures compliance with payroll tax reporting to the various governmental agencies.  Payroll tax mistakes are some of the most common issues seen with churches in the Diocese of Southwest Florida.  Pay special attention to this section.
	1.
	Does your church outsource its payroll processing to a qualified vendor?  If so, list the vendor: ________________
(Note: It is highly recommended that all churches outsource payroll processing to a vendor.  CPG works with ADP to provide this service at a reduced rate.  Contact John Edgar if you are interested.)
	Yes ___   See Notes ___

	2.
	Are complete employment files maintained for all employees?  (A complete file includes: Employment Application or Letter of Employment; Authorization of pay rates and effective date; IRS form W-4; Department of Justice form I-9; New Hire Reporting to the State of Florida)
	Yes ___   See Notes ___

	3.
	Are payroll taxes deposited on a timely basis and are payroll tax filings made on a timely basis?
	Yes ___   See Notes ___

	4.
	Are clergy housing allowances approved by the Vestry and recorded in the minutes of the meeting before the first day of the year? 
	Yes ___   See Notes ___

	5.
	Are forms 1099 being provided to all non-employee individuals who are paid $600 or more in a year?
	Yes ___   See Notes ___

	6. 
	Are the amounts on each employee’s W2 reconciled to the appropriate general ledger account(s)
	Yes ___   See Notes ___

	7.
	Are all lay employees who work 1,000 hours or more in a year enrolled in Church Pension Group’s Lay Employee Pension System? 
	Yes ___   See Notes ___

	8.
	Are all employees who work 1,500 hours or more in a year enrolled in a Church Medical Trust Health Insurance Plan? (Employees may opt out if they have coverage from another source.)
	Yes ___   See Notes ___



9. Who at the church is responsible for administering the payroll process? __________________
_____________________________________________________________________________
10. Who at the church is responsible for updating employee records and administering benefits on Church Pension Group’s MAP system?__________________________________________

Notes: ________________________________________________________________________
______________________________________________________________________________
______________________________________________________________________________
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Financial Review

These procedures are designed to allow the audit committee to review, on a sample basis, typical financial transactions of the church. 

Inspection of Contributions

Obtain a list of all deposits made by the church in 2022, and randomly select six deposits from the list.  For each deposit selected, obtain the deposit slip, the bank statement that records the deposit, and a copy of the entry in the general ledger.
A. Compare the information on the deposit slip to the information on the standardized form that the counters use.  Pay special attention to ensure that the totals for checks, cash, and coins match on both documents. 
B. Compare the information on the deposit slip to the bank statement that documented the deposit.  Pay special attention that the total deposit amount on the deposit slip matches the total deposit amount on the bank statement.
C. Compare the information on the deposit slip to the posting in the general ledger.  The total deposit amount on the deposit slip should match the total amount of the general ledger entry, although it may be split between several different revenue accounts.


Note any discrepancies found in this inspection: __________________________________
_________________________________________________________________________
_________________________________________________________________________


Inspection of Disbursements

Obtain a list of all disbursements made by the church in 2022.  Disbursements include checks and electronic fund transfers.  Randomly select 25 disbursements from the list.  For each disbursement selected, obtain all the supporting documents held by the church including the bank statement that contains the disbursement.
A. Review each disbursement to ensure that the appropriate documentation is included.  Appropriate documentation could include an invoice and/or a standardized form that authorizes the disbursement of funds.
B. For written checks, ensure that the church’s check signing policy was followed.
C. Review the general ledger entry for each disbursement and ensure that it was coded to an appropriate general ledger account.


Note any discrepancies found in this inspection: __________________________________
_________________________________________________________________________
_________________________________________________________________________

Note: It is required that a church include any clergy discretionary funds in the audit.  If at least one discretionary fund disbursement is not included in the random selection above, then select one at random and audit it using the procedures above.


Inspection of Payroll Records

Obtain a list of all employees.  Randomly select 20% of those employees and obtain employment and payroll records for that random sample.

A. Review each payroll file for completion.  This includes documentation of the authorized pay rate, a completed USCIS form I-9, and the employee’s most recently completed IRS form W-4.
B. Compare the employee’s authorized rate of pay with their actual pay.
C. Compare the employee’s pay and tax withholding, as reported on the payroll records, to the IRS form W-2 that was issued to the employee for the audit year.


Note any discrepancies found in this inspection: __________________________________
_________________________________________________________________________
_________________________________________________________________________



Inspection of Bank Reconciliations

Randomly select one month out of the audit year.  Obtain the bank reconciliation, including the bank statement, for every reconciled account for the month which was randomly selected.  Obtain the church’s balance sheet (also called the Statement of Financial Position) for the month that you randomly selected.

A. Review the reconciliations for reasonableness and completion.  Ensure that all transactions on the bank statement are also listed as cleared transactions on the reconciliation.
B. For each account. compare the ‘calculated book balance’ on the reconciliation to the value listed for the account on the balance sheet.  Ensure that they match.
C. Verify that every bank account and investment account is reconciled on a regular basis.


Note any discrepancies found in this inspection: __________________________________
_________________________________________________________________________
_________________________________________________________________________




Inspection of Vestry Minutes

Gather all Vestry minutes for 2022.  

A. Review the minutes to ensure that a Treasurer’s Report was submitted, along with financial statements, for each Vestry meeting.  Ensure that the financial statements compare actual financial performance to the budget for the time period covered.
B. Review the minutes to ensure that the church’s operating budget was approved by the Vestry at one of their meetings.  If the minutes do not contain an approval of the budget, inquire as to whether it was approved in 2021.  If it was, acquire the minutes of that meeting and verify its approval.


Note any discrepancies found in this inspection: __________________________________
_________________________________________________________________________
_________________________________________________________________________



























Exhibit A. Sample Audit Committee Certificate

Date: ___________________

To the Rector, Wardens and Vestry of 
Church Name:		_______________________________________________________
Church Address:	_______________________________________________________
City and Zip:		_______________________________________________________
Subject:	2022 Audit of ____________________________________________
					(Church Name)

We have inspected the statement of financial position of ___________________________ as of December 31, 2022, and the related statement of activities and cash flows for the year then ended.

Our inspection was made in accordance with the audit guidelines of the Manual of Business
Methods in Church Affairs and the financial statements are prepared on a (cash, modified accrual, or accrual – accrual being the preferred method) basis in accordance with principles adopted by the Episcopal Church and approved by its General Convention except as noted. (Note exceptions here, if any: Was depreciation recognized? Were donated services recorded?)

We have taken steps to see that the accompanying financial statements present fairly, in all material respects, except as noted above, the financial position of the Congregation at December 31, 2022; and that the changes in its net assets and its cash flows for the year then ended are in accordance with the principles authorized by General Convention of the Episcopal Church on a basis consistent with that of the preceding year.

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

Sincerely, Members of the Audit Committee 

(List names and phone numbers of Audit Committee Members and have each member sign the Audit Committee Certificate)

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________


Exhibit B. Sample Audit Committee Findings on Policies and Procedures

Date ________________
To the Rector, Wardens and Vestry of __________________________________________
Subject:	2022 Audit of ____________________________________________
			 		(Church Name)

During the course of the above inspection, the following items pertaining to internal control and other operation matters were noted. The first group includes areas of management control where prior year auditor recommendations have been implemented; the second group includes comments and recommendations of current year auditors.

Areas where prior year auditors’ recommendations have been implemented:
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________

Comments and recommendations of current year auditors:
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________
_________________________________________________________________________

Members of the Audit Committee 

(List names and phone numbers of Audit Committee Members and have each member sign the Audit Committee Certificate)

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________


Exhibit C. Reporting Discretionary Fund Activity
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Discretionary Funds

Three guiding principles
* Caution! Handle with care.
* Confidential # Secret
* Sunshine kills germs.

Tnformation is in plain type,
REQUIREMENTS ARE IN SMALL CAPS,
recommendations are in italics.

Discretionary funds are parish funds, not personal funds.

Do not open a separate account. Use the main parish operating
account, and get reimbursements and payments as needed. If
you have a separate account now, consider closing it.

If there is a separate account, IT MUST BE OPENED USING THE TAX
ID# OF THE PARISH AND IN THE PARISH’S NAME.

Because it is a parish fund, IT MUST BE AUDITED.

Because it is a parish fund, THERE MUST BE A REPORT ON IT AT
LEAST ANNUALLY. Include a summary report on it to the Annual
Meeting. You'll encourage donations by being transparent and
accountable.

IT CANNOT BE USED FOR PERSONAL ITEMS (E.G., CAR REPAIRS)
and should not be used for parish operating expenses.

‘THE LEGITIMATE USES ARE: 1) ASSISTANCE TO PERSONS IN NEED,
AND 2) CONTRIBUTIONS TO CHARITABLE ORGANIZATIONS THAT
WOULD BE DEDUCTIBLE ON SCHEDULE A.

IF YOU WANT HONORARIA TO GO TO THE DISCRETIONARY FUND
WITHOUT BEING TAXABLE INCOME TO YOU, HAVE THE VESTRY
MAKE IT A CONDITION OF EMPLOYMENT.

See the sample report to the Annual Meting.

Sample report on the Discretionary Fund

Income
From parish budget S 750.00
Contributions from 17 individuals 1.643.00
Honoraria 975.00
Total Income $3,368.00
Expenses
Assistance

Rent $ 1,450.00

Food 683.38

Prescriptions 124.78

Cash assistance 210.00

2.468.16

Charitable contributions 700.00
Total Expenses $3,168.16
Excess(deficit) revenue over expenses S 199.84
Balance as of January 1 s 173
Balance as of December 31 $ 257.57

Gerald W, Keucher, 7 October 2009




