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Internal



Purpose of an s System

+ Policies and proce

+ Assures that tra
+ Reliable records
* Protection of ch
+ Compliance with

+ Reduce financial risk
* Prevent or identify ina
* Prevent or identify delibe



Desired Qualities

In developing y
* Accuracy
+ Efficienc
+ Reliabilit



Objectives of a itrol System

. Adequately safe ets

> Ensure appro | financial

transactions

5. Ensure funds a
and limits

requirements

.. Ensure financial repor nd conforms to policies
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Internal Control Cor: i Considerations



5 Components of a Financial Transaction

1. Request —reque
. Approval —au
5. Authorization
.. Execution — pu

s Recording - accoun

2 all aspects o



Authority and Re

+ Define and communi
approve expenditur

+ Written notifica
* Understand req

+ Authority levels fo

* Approving paym ices have been

received and supp

+ The person who authorizes e same person who records it

for accounting purposes



Handling Cas

+ Cash is easy
* Receipt
* Maintenan
* Disbursem

+ Risks with ca
* Loss or theft

* Disbursement wi orization

* Incorrect accounting



Handling Cash: R n & Verification

+ Physical cash reconcili
+ Safeqguards to protect

* Timely counting and t equals entire amount of

receipts (at least we
+ At least two unrelat he collection
* Periodic rotation of

+ All cash counts docu

+ Independent verificat ecks and disbursement

vouchers

+ Regular reconciliation and i e essential



Payroll

+ Major risks asso
* Overpayment
* Payment of fi
* Failure tore
* Misappropri
* Under or ove

+ A major indepen
Paychex is recomm
to the church

y such as ADP or
cess and limit liability



Internal Contr

“self-audit”

strengthened

+ Diocese staff are a
procedures

to strengthen
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Electron



Why Electro

+ EFT - Electroni
* Receipts, disb

+ Fast, easy, ef
+ Streamlines
+ Time efficien

* Any time of day
* Transactions usua
+ More secure than cas



Electronic Ban Procedures

+ Formalized co
* What electro

* Responsible nic transactions
* Initiating
* Approving
* Transmitting
* Recording

+ Review and reconci



Segregation o

+ Segregation of duti
+ Minimum of 2 pe
+ Decreasesrisk o
+ Authorization an

+ Recording function
nor transmitting

volved in approval

+ Use the same controls yo



Types of Electr

+ Electronic or Wire T
* Transfers of funds

+ Usually effective

*+ Used primarily fo
disbursement

*+ Security procedu
+ Callback provisio
* Documentation
+ Written confirmati

+ Electronic Check Image

* Most banks now provide elec of cancelled paper checks
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Practi



Record Keep

* Record of gi

+ Donor’s conditions
* The principal may be



Financial Statements

ancial Statements:

1. Statement of Fi
+ Compares agair
+ Assets, liabiliti
+ Also known as

2. Statement o
+ Compares buc

* Year end: actu:
year

val activity for prior

3. Statement of Cast
*+ At minimum, prepared
* Shows changes in balance
* Analyzes operating, investing ¢
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Audit Requir

+ Annual audits ar
parishes, missi

hurch for all

+ Purpose:
+ Assure that fin
* Protect church
* Protect persons
* Demonstrate go

f mishandling

+ Approved Auditors —



Audit Appro

+ Scope of Audit:

+ Sufficient tests
assets of the c

quate control of the

* Verification of
+ Review of ma

+ Statements to

+ Allaccounts mu
* Operating accou
* Restricted, endow
+ Accounts of affiliated



Audit Process

+ Audit conducted f
+ Audit report sub

+ Filing audit:

>

Vestry issues let

nd no findings have
been omitted

Upon completio
Any findings and r
Policies and Proced
*+ Discussed with treasu
* Within 30 days, writtenr

tor and Wardens
mittee Findings on

estry



Audit Alterna

+ Inlieu of a full au cted under the

following circu
* History of prev
+ Limited financ
+ Approval of th

*+ Audit committ
record keeping

aking and financial

+ A Financial Review | hensive audit, but is

also less extensive
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ORE INFORMATION:

https://www.episcopalchurct manval-business-methods



