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Back in the 90’s, Calvary Chapel Fort Lauderdale was sending out several men to plant churches.  Since Calvary Chapel Fort Lauderdale had a strong administrative team with a broad knowledge of church administration they did a good job of equipping future pastors.  Tim Davidson, CPA, and Pastor Mark Davis, Executive Pastor, both have many years of experience in church administration, especially in large churches.  Tim heads an accounting firm and is very familiar with the needs of nonprofit corporations.  Mark was the Executive Pastor at Calvary Chapel Fort Lauderdale and is well known for his expertise in church administration.  They had worked together for several years and watched God bless their efforts.  Since they frequently had to help new pastors develop the administrative skills necessary to operate the business side of a fellowship, Tim thought that it would be wise to put this information into book form.  Together with Ted Seidel, who served under Pastor Mark as Facilities Manager and Assistant Administrator, this manual was written.

With his departure from Calvary Chapel Fort Lauderdale in 1999, Ted began helping start-up Calvary Chapels establish a strong administrative foundation through seminars, workshops at Pastors’ conferences and church visits.  In 2004 he joined the staff of Calvary Chapel Chattanooga where he currently serves as Executive Pastor and Campus Pastor at Calvary Chapel Lookout Mountain.  He is currently seeking to use technology to provide the same administrative support to minimizing his travel.  The staff of Calvary Chapel Chattanooga, with their vast reservoir of experience and information, has provided invaluable ongoing support to this ministry through technology, documentation and financial support.  

Purpose

The purpose of this manual is not to provide detailed information on every facet of church administration, but rather to make pastors and administrators aware of the areas they need to address.  There are other resources, such as this ministry, that will provide the detailed information.  Some information is state specific and therefore one must be careful to go to an accurate source.

This manual contains several suggested operating procedures and guidelines for addressing a multitude of situations, from handling tithes and offerings to properly recording non-cash contributions.  We have found that these methods work well and provide the credibility and accountability that is required in handling other peoples’ money.  We hope that they will work in your church.

It is also recommended that the church consult a CPA who is familiar with nonprofit tax law to make sure that your church is in concert with all the current tax laws and proper accounting procedures.  Furthermore, it is recommended that you have your constitution and bylaws reviewed by an attorney that is familiar with the state statues that govern nonprofit corporations in the state you operate.

Introduction

Although making disciples and growing in our faith is the main reasons for establishing the church, the proper administration of the church is necessary to enable it to function effectively.  The church is a unique organization that has two interdependent parts.  The ministry part (spiritual part) is the visible entity that meets the needs of the people.  However, the administrative part provides essential support and is the foundation of the local church. We are in the world; therefore the local church cannot function without a strong administrative foundation.  At the same time the administrative part has no purpose without the spiritual part of the organization.  We see this in I Corinthians 12.  This manual provides a “how to” guide to the administrative side of operating a Calvary Chapel Fellowship.  

God has called us to spread His gospel throughout all the world.  Even though we are not of this world we are in this world and must deal with the world’s system.  Romans 13:1 tells us,

“Let every soul be subject to the governing authorities.  For there is no authority except God, and the authorities that exist are appointed by God”.  

To establish a church requires dealing with government at all levels.  You must deal with the Internal Revenue Service at the federal level to pay payroll taxes and receive confirmation of your 501(c)(3) status (Letter of Determination).  You must establish your corporation and receive a sales tax exemption, if they are granted, from the state where you are operating.  When you reach the point of owning or leasing a building you will deal with the local government over building permits, Certificate of Occupancy and real estate tax exemptions.  It is time consuming and frustrating, but Scripture tells us very clearly that we cannot bypass any of it. We feel that we have been called to please God and not man.  But when it comes to administration within the church, the Word of God sets a more demanding standard.

“We want to avoid any criticism of the way we administer this liberal gift.  For we are taking pains to do what is right, not only in the eyes of the Lord but also in the eyes of men”.  II Corinthians 8:20-21 (NIV)

“I have heard it said that good men seldom run afoul of the law because of wrong intent, but because of inadequate counsel.”

The attached material will help you navigate the maze of governmental regulations that are part of starting a church.  The table of contents will act as a checklist for you as you move through this process.  We have included blank forms to aid you in various areas of your ministry.  Forms for incorporation and exemption from state sales tax can be obtained from the state in which you operate.  A good source of information is the Internet.  The IRS and most state government forms can be downloaded directly.  We have made the assumption that your accounting records will be kept on a computer using a business software package and your contribution records will also be kept in a computer program designed for that purpose.
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Notes:

l

  Physical Assets valued over $500 

require Pastoral approval.

l

  Accounting Department is to be notified of all gifts and follow up on the final disposition of assets for the purpose of accountability.

l

  All paper work must be completed before disposition.


1.0 Getting Started
The steps in this section should be completed in the order given.  The information or documentation received in each step may be required to complete the next step.  The exceptions would be the Music Copyright Approval and Insurance, which can be done at any time, but should be completed prior to the first service.  

A WORD OF WARNING:  When incorporating, do not use Calvary Chapel in the church name until the church has been added to the list of Calvary Chapel Fellowships.  (See temporary alternatives to incorporation.)

1.1 Establishing the Corporation
A church is not compelled to incorporate as a nonprofit religious corporation, but it is strongly recommended. Incorporation is a method by which individuals unite for a common purpose and thereby acquire certain advantages and protections.  With these also come certain responsibilities.

To establish a corporation three incorporators must file with the Department of State in the state in which the church is located.  On the application you will be asked to name a Registered Agent.  He must be a resident of the state in which the church operates.  It is another name for the contact person for the corporation.  The Registered Agent is usually the pastor.  Once the corporation is established a Board of Directors will be formed.  The incorporators may become directors, but that is not a requirement.  For example, the pastor’s wife could be an incorporator, but she cannot serve on the Board of Directors.  See the Board of Directors section for the role that the Board of Directors plays in the formative stage of the church. 

The documents of incorporation are the Articles of Incorporation and the Bylaws.  The Articles of Incorporation state the name and purpose of the corporation.  The Bylaws specify the rules used to manage the affairs of the corporation.  Together they are sometimes referred to as a Constitution. 

A word of warning.  Many new churches copy the Articles of Incorporation and Bylaws from another church.  Then they make the appropriate changes and adopt them as their own.  If you do this, read the documents carefully and be sure that you understand everything in the document.  These will be the rules by which the church is run.  A crisis situation is not the time to discover that the Articles and Bylaws do not say what you want them to say.  If an attorney in the state in which you operate has not crafted the Articles and Bylaws, then you should have an attorney review them.  The following is a list of items that should be covered in the Bylaws:

· Location of the Principal office

· Objectives of the Corporation – usually the Statement of Faith

· Non-partisan Activities – non-political

· Dedication of Assets – for non-profit purposes

· Membership – none

· Directors – number, term, removal, vacancies, meetings, quorum, fees/compensation

· Officers – election, removal, resignation, vacancies, responsibilities

· Indemnification – directors, employees and agents

· Records and Reports – Maintenance of corporate records

· Dissolving the corporation

· Rites of Ordination  - authority, procedures, qualifications

Exhibit 1 is an example of the Articles of Incorporation.  Most states have the Articles of Incorporation form(s) on line to print off and fill in the Blank or fill-in on-line.  Exhibit 2 is a sample set of Bylaws.  The Bylaws will need to be read carefully and modified to meet the needs of your church and your state.  Go to the Department of State web site for the state in which the church is located to download the necessary forms to establish a nonprofit corporation.  Most states have all the necessary forms available on the Internet. 

1.2 Temporary Alternatives to Incorporation

Being approved as a Calvary Chapel can be a lengthy process.  This puts the new pastor who wants to use “Calvary Chapel” in the church name in a difficult position.  On one hand he needs the protection provided by incorporation and on the other hand he is prevented from incorporating the Calvary Chapel name until the Calvary Chapel Association has approved him.  There are two temporary ways around this dilemma.  

One method is to become a mission of the home church or of a nearby Calvary Chapel.  In this scenario the congregation makes their checks out to Calvary Chapel and they are deposited in an account for the use of the mission church.  The mission church then operates under the incorporation, state tax exemption and Letter of Determination of the host church.   When the mission church is approved by the Calvary Chapel Association it can then incorporate as Calvary Chapel XXXX, acquire a tax ID number and open a bank account with the money that is being held by the host church.

Another method is to create a d/b/a.  In other words Calvary Chapel Anyplace (host) doing business as Calvary Fellowship of Someplace (mission).  Again the host church establishes a mission account for the tithes of the mission church and the mission church operates under the incorporation, state tax exemption and Letter of Determination of the host church.

I mentioned in the two alternatives above that the host church holds the money as a separate account.  This can be done in several different ways.  It can be commingled in the host church’s general fund but separate from an accounting standpoint.  It can be put in a separate checking account and administered by the host church. It could also be put in a new checking account in a bank near the mission church and representatives of the host church and the mission church are cosigners on the account. This makes it very easy for the mission church to deposit and access their funds. 

To avoid this situation completely many new churches have decided not to use the Calvary Chapel name at start up.  They use Calvary Fellowship or Calvary Christian Fellowship, etc.  They then have the option of doing a name change when they become recognized as a Calvary Chapel.  The name change is a relatively simple process in most states.  It is best if the new name and old name are similar to prevent concern within the body.  For example Calvary Fellowship of Anyplace becomes Calvary Chapel of Anyplace.  Remember, the names and logo of Calvary Chapel, Horizon, Harvest and Applegate are trademarks.

1.3 Applying for a Federal Tax ID Number
One of the first things that you should do is request a Federal Employer Identification Number.  A Federal Employer Identification Number (EIN) is a nine-digit number used to identify your church.  You can file IRS Form SS-4 “Application for Employer Identification Number”.  You can do this by going to www.irs.gov and then going to the upper right corner and put EIN in the “Search” box.  This will connect you to the EIN on-line assistant.  You can then follow the instructions for the instructions for applying for an EIN on-line.

1.4 Opening a Bank Account
Open an account at a local bank as soon as your corporation is established.  The bank will probably require your approved Articles of Incorporation and Employer Identification Number (EIN) to open the account.  It is important to establish an account prior to your first service so that you have a place to put all monies donated to the church.  Another decision that you need to make is how many signers will be on the church account and who are they.  Review the Internal Control Procedures before making this decision.  Another decision is to have one or two signatures on checks.  Obviously, two signatures provide added protection, but it becomes very cumbersome and may work against you.  Think this one through carefully.

1.5 Obtain Insurance as Appropriate for Your Church
Whether you own or rent the facility where you hold church services or establish offices, you need insurance.  There are insurance companies that specialize in insuring churches and their policies are tailored to meet the needs of churches.  You can Google church insurance.  Some companies are reluctant to insure churches that do not own their own building.  Shop around for the best deal.  When purchasing a church insurance policy, make sure that the insurer considers volunteers and church members as insured.  This prevents the insurance company from suing a volunteer or member whose negligence causes a loss (injury or property damage) that the church insurer pays.

· If you own the facility you need a basic hazard policy to cover the building and contents, including liability coverage ($1,000,000) and medical coverage.  You may consider supplementing this with an umbrella (excess liability) policy for $1,000,000 or more.  You may need additional coverage for flood, windstorm or any other specific coverage that is appropriate for your area.

· If you rent on a daily basis you need insurance for liability in the event someone is injured during a church sponsored function.  You also need contents insurance for church equipment used in your ministry.  Computers, office equipment and sound equipment are expensive to replace and should be properly covered.  The owner’s liability insurance is not enough.  If someone sues as a result of an injury, they will probably name the owner and the church in the lawsuit.
· If you lease a property your lease will specify who carries the insurance on the building, how much and what type.  In any event you need liability, medical coverage and contents insurance.

You should have an inventory of all the equipment your church owns.  This should include enough detail to support an insurance claim (item, quantity, make, model, serial numbers and value) for catastrophic loss or theft.    A copy of this document, either paper or electronic, should be kept off-site.  A video of each room of the church and office will document the condition of furniture and equipment.  This is exercise that should be repeated yearly to keep it current.

1.6 Conforming to Music Copyright Laws
Almost all music has a copyright, which protects the writer or publisher and restricts its use.  In order to print the words in your bulletin or display them on a screen you must have the permission of the writer or publisher.  This would seem to make printing a song list an impossible task.  However, an organization called Christian Copyright Licensing International (CCLI) has made the job easy.  They represent over 3,000 publishers/song owners and over 300,000 worship songs. There is an annual fee that is quite reasonable.  Since the fee is on a sliding scale based on the size of the church, you must inquire to determine the cost to your church. 

Christian Copyright Licensing International

17201 NE Sacramento Street

Portland, Oregon 97230

1-800-234-2446

www.ccli.com
Some of the services that they offer are:

· SongSelect - Provides transposable chord sheets, lead sheets and vocal sheets, plus lyrics and audio samples for top CCLI songs
· Rehearse - Allows you to legally copy and share commercial audio recordings for rehearsal purposes.
· Stream - Allows you to legally stream or podcast your live-recorded worship music over the Internet.
· Church Video License - Allows you to legally show movies for sermons, classes, and special events.
· Screenvue - Provides movie clips and clip ideas for your sermon/teaching illustrations
You must keep a record of the songs used each week because CCLI will audit your usage by requesting a Copying Activity Report periodically.  The above offerings will generate the activity report for you. For more information call CCLI or visit their web site at www.ccli.com.

2.0 The Next Step
Once you have established the church and begun holding services, you need to complete the administrative foundation of the new church.

2.1 The Board of Directors

The Board of Directors is legally responsible for the operation of the corporation.  The board is made up of the president (the senior pastor), vice president, secretary, treasurer and directors.  The minimum number of board members should be three (some states require less) and the maximum number is set by the Bylaws. Remember, the larger the board the longer the board meetings.  The board serves as the governing body and empowers the pastoral staff to handle the daily operation of the church.  The board is required to meet annually, but should meet semi-annually or more often as the need arises.  The approval of the board is necessary to establish a budget, approve major purchases, approve salaries and benefits for the staff, hire and terminate pastors/ministers, ordain ministers, enter into contracts or leases, buy or sell property and authorize expenditures over a preset limit.  The duties and responsibilities of the Board of Directors are stated in the Bylaws.

When the church is first formed (see the section “Establishing the Corporation”) the three incorporators can become the first board members.  Do not be hasty to add additional board members.  1Timothy 5:22 says, “Do not lay hands on anyone hastily”.  In searching for additional board members use 1 Timothy 3 and Titus 1 as your screening tools.  When you find good candidates, invite them to attend your board meetings as guests and invite participation.  After a couple of such sessions you will know if they are right for the position.  Remember, you are putting your ministry in the hands of these men.  Make sure that all of you are like-minded.  Additions to the board should be a balance of Associate Pastors (spiritual leaders) and godly businessmen (business leaders) so that the board will maintain a steady course.  You can look to pastors from your home church, pastors from nearby Calvary Chapels and/or proven leaders who have come with you in forming the church.  Over time your board will migrate to men from within your fellowship.  Although women can attend board meetings in the role of resource and support functions (taking minutes) they cannot be voting members of the board.  

We must not forget the purpose of the board, which is accountability and creditability.  The board is accountable to God, to the state and to the congregation.  In turn the pastor is accountable to the board.  The board also maintains credibility before the congregation and before the world.

Annual Board meetings are called at the convenience of the board members (how to call a meeting is stated in the bylaws).  An agenda is set and supported by reports and proposals.  This package of information should be distributed to board members in advance so that they can have time to study and pray about each item.  A sample agenda follows:

Board Meeting Agenda
Opening in Prayer

Approve the Minutes of the Last Meeting

Pastor’s Report

Financial Reports

Ministry Reports

Building Reports

Discussion items (items before the board that do not require a vote)

Old Business (only items that require a vote)

New Business (only items that require a vote)

Scheduling of the Next Meeting

Closing in Prayer

Pastor’s Report will describe the state of the church.  This includes changes and accomplishments since the last board meeting as well as challenges facing the church today.

Financial Reports should include a balance sheet and income statement for the fiscal year to date.  This should be augmented with quarterly comparative income statements and a budget report comparing the approved budget to the current spending.  Depending on the specific needs, additional reports may be added.  Don’t be afraid to export financial data from you accounting software into an Excel or Numbers spreadsheet to create a more meaningful report.

Ministry Reports should bring the board up to date on activities in each of the ministries of the church.  Special attention should be given those ministries that have pending items for either new or old business.

Building Reports are necessary when a situation exists with the property that may result in board action.

Old Business consists of those items carried over from past meetings that require a vote of the board.  Any action taken as a result of a vote at a previous board meeting would be reported under ministry reports, the building report or whatever report is appropriate.

New Business is for those items that have not been raised before and require a vote by the board.  On many occasions a New Business item will be tabled for further study and prayer.  At the next meeting it will be brought up as an Old Business item.  

The President of the Board (Pastor) will presides over the meeting.  However, the person who assembles the Board Meeting Package, generally the administrator, can conduct the meeting. 

Intermediate board meetings are called to address a specific issue or issues and the documentation for such is directed only at the issue(s) at hand.  Sufficient information should be provided in advance so that the members arrive for the meeting fully informed and prayed up.

2.2 Becoming a Calvary Chapel
This process of applying to become a Calvary Chapel fellowship should be started early because you cannot use the Calvary Chapel name as a part of your church name until you have been formally accepted as a Calvary Chapel.  You should call or write to Calvary Chapel Association as soon as you begin your prayerful consideration of starting a new work, so that you may be connected to your regional pastor.  He, in turn, will provide the necessary guidance and assistance. 

Calvary Chapel Association

Web site: calvarychapelassociation.com

Email: cca@calvarychapel.com

Phone: 714-540-4155

2.3 Procedures for Handling Tithes and Offerings
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One of the most sensitive areas of the church is the handling of tithes and offerings.  First, there must be strict financial accountability without even the slightest perception of mishandling.  Second, there must be confidentiality concerning contributions.  This is an area of the church operation that is a magnet for criticism, where both insiders and outsiders are quick to question. 

The Count Sheet should list the entire deposit.  This may include tithes and offerings as well as income from a ministry event.  Income from ministries included in the deposit may be any income from the Men’s Ministry, the Ladies Ministry or any other ministry income other than tithes and offerings.  All such Income will be broken out in the box “Ministries”.  This will enable the bookkeeper to assign these monies to the proper account, thus keeping the amount of your tithes and offerings accurate for tracking purposes.  If you have on-line giving that will be handled separately.

Count Sheet

Date _________________

Tithes & Offerings


Checks:
Quantity ______
Amount $___________________


Cash:




Amount $___________________


$1     ____  =  $ ________


$5     ____  =  $ ________              


$10   ____  =  $ ________


$20   ____  =  $ ________
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Notes:

l

  Physical Assets valued over $500 

require Pastoral approval.

l

  Accounting Department is to be notified of all gifts and follow up on the final disposition of assets for the purpose of accountability.

l

  All paper work must be completed before disposition.


$50   ____  =  $ ________


$100 ____  =  $ ________

Total Tithe 

Ministries


______________

Check: Quantity ____
   Amount $_______________





Cash:


   Amount $_______________


______________
Check: Quantity ____
   Amount $_______________





Cash:


   Amount $_______________


______________
Check: Quantity ____
   Amount $_______________





Cash:


   Amount $_______________

$1     ____  =  $ ________     Total Checks _____       
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( Additional Page Attached


$100 ____  =  $ ________




      
Counted By: 1. _________________    Total Checks  ___    $______________


          2. _________________     Total Cash               $______________


          3. _________________ 






     Total Deposit

Comments: ____________________________________________________________

Before you make your first deposit, ask your bank how much detail they require on the deposit slip.  Some banks just want the cash, number of checks and total amount of the checks.  If this is the case, completing the deposit slip will be easy.  If they require a listing of checks, some contribution software applications will print a deposit slip listing the checks.  If you are required to submit a detailed deposit record, it is recommended that monies other than tithes and offerings (men’s retreat or ladies luncheon) be recorded on a separate deposit slip.

The following suggestions will go a long way in preventing any criticism of the financial operation of the church.  If a question surfaces, written procedures closely followed will enable you to defend the church against accusations.

· The procedure for handling tithes and offerings requires a minimum of four people from the Leadership Team.

· At least two people must work together from the time the offering is taken or the tithe box emptied until the deposit ticket is completed.  Once the money is collected it must be moved quickly to the counting room by a minimum of two people.  When the money is in the counting room and the door locked, two or more people count the money, complete the count sheet (preceding page or Exhibit 3) and fill out the deposit ticket.  Each must count the cash and checks and each must sign the count sheet.  If you have only two people counting be careful that you don’t have a man and a woman together alone in a room with the door locked.  Rotate counters periodically and do not let a married couple count alone.

· You may have additional receipts from other ministry functions that are not tithes, but are included in the deposit.  In this case you can specify all other income in the “Ministries” section of the count sheet.  The amount and the account that is to receive the credit must be recorded so that the bookkeeper can split the deposit between Tithes & Offerings and the other designated accounts, when it is entered into the computer.

· A third person, not involved in the counting, takes the money to the bank.  You must make provision for the recording of individual contributions before the deposit is made.  This is best done by entering the individual contributions directly from the checks and tithe envelopes.  If this is not feasible you can copy the checks.  If you copy the checks be careful that nothing is cut off or illegible due to colored inks or vivid backgrounds.  You can either deposit the money in a night deposit at your bank after the last service or place it in a safe for deposit the next day.  Another option is to place the uncounted money in the safe until the next day when it can be counted.  If you do not have a safe the money should be deposited the same day.

· The bookkeeper cannot be part of the Counting Team because it is he/she who receives the count sheet and records the deposits.  The bookkeeper will compare the count sheet with the deposit receipt and the bank statement at the end of the month.  There may need to be adjustments for counting errors or returned checks.  Either case will be handled with journal entries.  The original deposit amount will not be adjusted.

· No one can serve in more than one role.
All of these procedures may seem a bit much.  Of course we trust our Leadership Team.  But remember this is not about trust.  We are dealing with other people’s money and even the perception of mishandling of funds cannot be tolerated.  This is why written procedures closely followed are so very important.

Another related issue is the recording of contributions.  If you have a small number of checks and envelopes they should be entered once the counting is completed.  If the recording of contributions cannot be done before the deposit, the checks can be copied for entry at a later date.  This is less desirable because you incur the cost of copying and the chance of illegible copies.  A third option is to make a list of the contributions with name, amount and check number. 

When counting is complete all cash envelopes with names on them should be retained.  There has been much discussion on the length of retention.  One simple solution is to put a disclaimer on the Annual Contribution Statement, which states “Cash envelopes for the past year will be discarded by June of this year.  Please check your records and report any discrepancy to the church as soon as possible”.  The print out of contributions or contribution logs should be retained for 3 years.

On-line giving has become a major source of income for tithes, event sign-ups and on-site sales.  Depending on your vendor(s), the procedures will vary somewhat.  However, It is important to run weekly reports to see what has been deposited and then looking at your bank account to verify that the money arrived.  At that point you can book the deposit in your accounting software.
2.4 Procedures for Accepting Workers for the Children’s & Youth Ministry
With the issue of child abuse constantly in the news and the general animosity of the media toward the church, the potential for a major problem is very real.  We in the church must understand where the attack will come from and, as Nehemiah did, build a wall.  The first area of defense is in screening workers.  This can be done by asking each applicant to fill out a Ministry Application (Exhibit 4&5) and complete an on-line background check. If they choose to serve with children, youth or the elderly a background check is mandatory. Usually an interview takes place after the results of the background check have been received only if any issues of concern turn up. The pastor must decide what will disqualify a person from serving in Children’s and Youth Ministry.  Even though we are new creations in Christ there are some things that will disqualify a person.  A DUI in a person’s BC (before Christ) days is one thing, but a child abuse or elderly abuse charge at any time should be a permanent disqualifier.  As I said before, it is the pastor’s decision because he is responsible for the people that he uses to staff his Children and Youth Ministries.  The interview must be documented and filed in the event that it is needed in the future.

There are various ways to do background checks, but here in Chattanooga we send each person that signs up as a Children’s Ministry or Youth Ministry worker an email link to an organization called Edify Background Screening.  Edify Background Screening is operated by Pastor Chas Scott of Calvary Chapel Greensboro, NC.  Pastor Chas can be reached at 336-303-1099 or chas@edifyscreening.com.  Each potential worker fills out a form on-line and once the background check is complete it is forwarded to the church.  At that point the person responsible for Children’s Ministry is ready for an interview.  In those emergency cases when more children show up then you have workers our policy is to ask a parent to volunteer.  We copy the driver’s license of the parent/volunteer and run it through the registry of sex offenders via www.familywatchdog.us.  If they pass that test we will use them, but never leave them alone in a classroom.  The absence of some sort of background check in today’s society is clearly negligent.  It is impossible to insure against every situation, but you must do everything that you can.  Anything less is looked upon as negligence.  The legal term is negligent selection and that is all that must be proven to find your church guilty.
The second area is training.  Workers must be properly trained in the specific area in which they will serve.  For example, a new Children’s Ministry teacher would serve as a Teacher’s Aid for a period of time before being given his or her own class.  Some churches present all the rules and regulations, including dress code, in a manual that is distributed to all Children and Youth workers.  This is a handy reference to use as situations arise.  Some churches ask workers to serve once each month while others ask them to commit to a six-month or one-year term.  There are brief meetings prior to each service to prepare volunteers for their assignments.  This is a good time to go over current procedures. 

The third area is retention.  If you suspect a problem with a worker you must ask that worker to step down immediately.  If a problem is known and not immediately addressed it is looked upon as negligence on the part of the employer.  Remember, in the eyes of the law, a volunteer is an unpaid employee.  Once the incident has been investigated, it is the pastor’s decision to return the worker to his/her position or ask him to no longer serve in that area of ministry.

Remember that Volunteers in Nursery, Children’s and Youth Ministry must:

· Fill out a Ministry Application 

· Submit to a Background Check 

· Be Interviewed by the Staff Member Responsible for the Ministry (optional)

· Be Trained

· Be Asked to Step Down Immediately if His or Her Competence is in Question

2.5 Other Children’s Ministry Issues

· Give parents a secure feeling when dropping off kids.  Have adults do the check-in or at least have them present during the check-in process.

· Make sure the Children’s Ministry area is clean and clutter free.  A good first impression is very important.  How we treat our building tells parents how we will treat their kids.
· Teach kids a fun program that they want to come back to.  “Is it time for church yet?”  If you hear this you have connected with the kids. 

· Hospitality is important because first impressions last.  Strive to make Children’s Ministry the friendliest ministry in the church. Reflect hospitality through the building condition, through signage, friendly workers, etc.  

Children’s Ministry Greeters should be at every door to greet new families with kids.  The greeters may wear aprons with handprints or use some other way to communicate that they represent the Children’s Ministry.  The greeters will take the family to the proper sign-in area and answer any questions that they might have.  They could also give them a Parents Guide that tells about children’s ministry.  A sample parents guide can be obtained from Church Administrative Services.

· Establish a written Policies & Procedures Manual so that all volunteers understand what is required of them and how to handle typical situations.  It is important, for legal purposes, to have all policies and procedures in writing and available to the volunteers.  A sample copy can be obtained by calling or sending an email to Church Administrative Services.

· Volunteer Requirements: 

· Have a saving knowledge of Jesus Christ (you can’t give what you don’t have)

· Be baptized or have it scheduled

· Have been attending the church for 3 months

· Submit a Ministry Application and pass a background check 

· Be attending one church service each week.

· Arrive 30 minutes before the service for announcements and prayer

· Live above accusation and reproach

· Dress Code – dress comfortably, polo shirts and jeans, no dresses or skirts for the ladies.  You can have Children’s Ministry T shirts with different colors for different services.  This creates team building and shows organization to the parents.  It also makes Children’s workers readily identifiable to parents.  If you purchase shirts make sure that they are of good quality and will hold up under repeated washings. Body piercing jewelry should not be worn while serving.  It may be a distraction to parents.  Ladies earrings are an exception.

· Wear name tags at all times.  Again it shows organization and parents should know to whom they are talking.

· Volunteers and staff should be visible before and after services to greet regulars and new people

· Controversial Issues:

· No changing diapers if you are a man

· No taking children to the bathroom if you are a man

· Encouraging side hugs as opposed to frontal hugs

· No sitting on the lap

· Do not touch a child anywhere a bathing suit would cover

· Do not give medications

· The structure of your Children’s Ministry should be designed to make it easy for the volunteers to do their job.  The Children’s Minister needs to be available any time that the Children’s Ministry is in operation.  Supporting the staff should be a Team Leader (service coordinator) or Team Leaders depending on the size of your Children’s Ministry.  The Team Leaders support the teachers, take teacher attendance and find replacements for last minute absences.  If the ministry is spread over a large area the Team Leaders carry two-way radios.  If you don’t have two people in a classroom the Team Leader can be called to take a child to the bathroom or deal with any other unscheduled event.  The teachers are the ones that actually present the lesson.  There may also be helpers to assist the teacher and trainees from the Youth Department.

· Recruiting is a vital part of Children’s Ministry.  Volunteers make a commitment for one year, six months or once a month.  If you only have one service on Sunday a shorter commitment is preferred because we do not want our children’s workers away from church of an extended period.  Furthermore, even if you have more than one service workers with children generally will not stay for a second service because their children must be in Children’s Ministry for two services. We have found the once-a-month schedule works well for our volunteers and is therefore more desirable and easier to recruit.  

· Training is minimized by creating a structured curriculum and by providing the workers with all of the information and supplies that will be needed. Instruction in policy and procedural matters can be handled at the preservice meetings.

· Identification of children is important.  Smaller churches use a manual system while larger churches are going to computer based systems.  With a manual system wristbands are issued for infants through 4 years.  5 years and above are issued stickers.  For the younger kids three wristbands are created (1 for child, 1 for parent, 1 for diaper bag).  For the older children three stickers are created (1 for child, 1 for parent, 1 for clipboard). This facilitates the policy that the parent that drops a child off must pick the child up. All wristbands and stickers are numbered using an intelligent numbering system representing the age group, the classroom and the number on the sign-in sheet that corresponds to their name. With a computer based system all children are issued stickers and the number is computer generated.

· Security is extremely important because you are responsible for other people’s children.  

· Background check – See section 2.4 Procedures for Accepting Workers for the Children’s & Youth Ministry
· References – Check references.  Applicants are asked to give a staff reference, if possible, and, if not, outside references with email addresses.  References should be checked. 

· Ministry Application – Exhibit 4 is the long version of the Ministry Application and many people will not take the time to complete it.  If you do use it, nursery workers should fill out section I.  All other children’s workers should fill out section I & II.  Exhibit 5 is a short version of the Ministry Application that should provide sufficient information.

· Other requirements – An additional requirement could be a digital photograph of the individual for identification purposes.

· Interview – If you do a face-to-face interview review questions you might have about their ministry application, results of their background check or their reference check.  Use it as a time of ministry.  Keep a record of this interview on file.

· Disqualification – A record of child or elderly abuse should disqualify a person no matter when it occurred.  Other charges should be considered in the light of the situation both then and now.

· Holy Spirit Override - If you feel the leading of the Holy Spirit to exclude someone follow it.  Experience has shown that even though everything seems in order if there is a check in your spirit follow it. It is awkward, but we should not make the mistake of submitting to worldly pressure.  

· Final Review.  After the review has been done by a Children’s Minister the name should be forwarded to the senior pastor for final approval.  After all, he has more contact with the congregation and may be aware of a situation that will have some bearing on the applicant’s suitability for this position.

· Issue Nametags and Shirts – Once final approvals have been received it is time to issue a permanent nametag and a shirt.  Both nametags and shirts should be kept in a secure place to which only the staff has access.  We don’t want anyone that has not been screened representing him/herself as a volunteer by wearing one of these T-shirts or nametags.

· Medical Emergencies – The volunteers are not trained in first aid because there are usually doctors, nurses or paramedics in the congregation.  All medical professionals should be aware that when a special code (say 9999) appears on the number screen in the sanctuary, they are needed in the Children’s Ministry area.  A telephone should be available for calls to 911.

· Nursery (0-3 years) 

· Add dimmers in nursery area

· Use only cribs approved by the U. S. Consumer Products Safety Commission.  To determine if a crib is approved go to http://www.cpsc.gov//PageFiles/131586/cribenforce.pdf.
· All cribs must have wheels so that they can be rolled out in case of emergency.  One volunteer with a wheeled crib can move many children.  

· To feed or not to feed.  A policy needs to be established one way or the other.  Considerations are: health issues, allergies, number of children to feed, preparing bottles vs. parent provided bottles and availability of kitchen facilities 

· Provide separate toys for each age group at each service.  Toys are sanitized before they are used again by running them through a dishwasher.  

· Preparation for service times is critical.  Do you have a servant or servants who will clean the toys, wipe down the equipment, wash & fold the laundry, stock the snacks, etc. during the week?

· You should have a non-intrusive method of communicating with parents in the sanctuary.  The best is to use a number system.  Every wristband and sticker has a number.  A parent can be called by flashing a number up on the sanctuary screen.  If you don’t have a screen wireless systems are available at a reasonable cost.  The parent should be contacted if a child cannot be quieted in 20 minutes or if the parent leaves special instructions to be called if a diaper change is needed. 

· Consider a stroller parking area.  This is not only a nice touch, but it provides order and safety in the children’s area.  If you want to go first class, get a youth volunteer to act as a valet.

· The check in/check out person should be on the lookout for sick kids.  If a child has a runny nose ask if the child is sick or teething.  If the child is sick, send the family to the video overflow room.  

· Use half doors in the toddler area so that children won’t try to escape while you are checking in children.

· Clean carpets monthly.  Little kids drool, spit up and occasionally diapers leak.  If you have kids crawling and walking the carpet is a good place to breed germs.  

· If a teacher is unable to serve they are asked to contact a teacher from another service and swap.  All children’s workers could be given a directory with the email addresses of all the teachers.  They also have a floater for last minute emergencies.  For a last minute absence, the teacher should call the team leader.  If the team leader is faced with a shortage in the classroom he/she should first ask past teachers that are no longer serving and then ask someone from another ministry.  If you ask a parent that has not been through the screening process follow instructions in section 2.4.

Get to know your volunteers.  Make them feel part of the team.  Recognize their birthday and send them cards.  Pray for and with your volunteers.


2.6 Establishing a Benevolence Ministry

If feasible, it is good to tell all benevolence cases to fill out a Benevolence Request and attend the next church service.  At the conclusion of the service the Benevolence Minister will meet with individuals seeking assistance.  This will eliminate a significant percentage of requests.  

You must also decide if you will limit benevolence to those in your church body or open it to those outside the church.  This may be determined by the needs that exist in the body and the benevolence budget.

This information was taken from a workshop given by the Calvary Chapel Fort Lauderdale’s Benevolence Ministry Staff at the Leadership Conference in November 2002.  The following are some administrative highlights from that workshop. The primary handout for this workshop was the Benevolence Ministry Manual, which should be read in its entirety.

The following are highlights from those tapes:

· What makes a good Benevolence Ministry?  To be obedient to what the Lord has called you to do.  Be willing to help people with the resources that he has given you and you do it to the best of your ability. 

· Guidelines are just that, guidelines.  They are not set in stone.  Be flexible and listen to the Holy Spirit.  Remember you cannot break guidelines, only rules.

· James 1:27 addresses orphans & widows and it specifically mentions the widows without families.  Today orphans are not as common as they were in Christ’s time, but we do have single moms whose kids have no father at home.  Many of these single moms are struggling and this is a ministry to which the church is called.

· Seek the Lord’s direction in every case.  Do not be bound to the Benevolence Manual, but use it when you don’t sense a direct leading of the Holy Spirit.  You won’t hear from the Holy Spirit on every case, but if those seeking help fall within the guidelines of the manual, then they should be helped.  If not, they should be refused.

· Deuteronomy 15:11 calls us to be generous.  Ten percent of the tithes and offerings received by the church should go back out in the form of benevolence, missions and outreach.  How that money gets divided is up to the local church, but a benevolence ministry is not expensive.

· Accountability is an important part of benevolence because it involves God’s money.  Set a dollar limit on how much a benevolence minister or elder serving in that role can spend on any one individual or family.  The limit will depend on your benevolence budget.  Above that set a limit that the senior pastor can spend without getting approval from the board.  Each church will be different based on the management structure and the size of the benevolence budget.  But checks and balances are essential for accountability. 

· Know what is available in the community and refer out when it is appropriate.  Is there a food pantry, detox facility, halfway house, etc. where you can send a person?  If a person consents to enter a detox program or halfway house it is not unusual to send them hundreds of miles to an appropriate facility.

· How do you start a Benevolence Ministry?  Start by finding a closet or room where you can collect food, clothing and children’s items.  That will meet the basic needs of those to whom you minister.  Some other forms of benevolence ministry are:

· Moving Ministry – Moving is always difficult, but for the widow or single mom it is a special challenge.  All you need are some guys and a U-Haul truck and for the price of a one-day rental God is glorified.  To the single mom, it is a miracle.

· Home Repair Ministry – All that is required is some guys with tools that are handy around the house.  In many cases the homeowner will pay for the materials and the church provides labor.  As you have more money to spend you can cover the cost of materials for those who can’t afford it.  Usually the type of projects accepted are anything that does not require a permit.  Requests from the congregation get first priority, but this ministry can be an outreach to those that are not saved.  This type of ministry is done one Saturday each month.

· Car Care Ministry – If you can recruit a mechanic in your body that has a shop that is best.  He donates the use of his shop one Saturday every other month, he can get parts at his cost and labor is free.  Now all you need is some guys that are gearheads.  If you don’t have a mechanic with a shop find a good shade tree.  As your capabilities grow so will the needs by widows and single moms.  You may find that you are rejecting requests for oil changes because the time and facilities can better be used to do brake jobs and replace CV joints.  Due to time constraints work is only done on the outside of the engine.

· Helps Ministry- This ministry is an opportunity for those who are not mechanical to serve.  It involves cleaning houses, bringing meals and taking people to the doctor.

· Basic Tools of the Benevolence Ministry – The Benevolence Ministry can work out of a benevolence bag which is just a briefcase containing all the appropriate paperwork.  The benevolence minister or elder can meet with recipients anywhere.  

· Activity Log – The activity log should contain:

· The name of the persons previously helped

·  Date that they received help

· What type of help

· How much help

· Food Certificates – Gift certificates for local grocery stores.  Print the restriction on each “not for tobacco or alcohol”.

· Burger King Certificates - Burger King certificates are good when someone needs a meal rather than groceries.  A crack addict can get crack for a $20 food certificate.  It is much more difficult with $5 worth of Burger King certificates.

· Gas Vouchers – There must be checks and balances so that this is not abused.  Usually an arrangement is made with a local gas station where they will accept a signed voucher for gas and then they will return the signed voucher with the bill for gas pumped.

· Bus Pass – Bus passes are useful to provide local transportation.

· Gleaning was the welfare system in Jesus’ time.  Occasionally there is an opportunity for us to use a variation of gleaning today.  In return for benevolence, is the person able and willing to do a few hours work around the church?  Another form of gleaning would be that a guy needs financial help and he is a painter.  You may also have a single mom that needs her apartment painted.  So in return for the benevolence he paints the apartment.  Look for creative ways to meet needs and help people. 

· Who is needy?  Use the guidelines in 1 Timothy 5:3-16 and overlay them on each case to determine need.  

(1 Tim 5:3-16 NKJV)  Honor widows who are really widows.  (4) But if any widow has children or grandchildren, let them first learn to show piety at home and to repay their parents; for this is good and acceptable before God.  (5) Now she who is really a widow, and left alone, trusts in God and continues in supplications and prayers night and day.  (6) But she who lives in pleasure is dead while she lives.  (7)  And these things command, that they may be blameless.  (8) But if anyone does not provide for his own, and especially for those of his household, he has denied the faith and is worse than an unbeliever.  (9) Do not let a widow under sixty years old be taken into the number, and not unless she has been the wife of one man, (10) well reported for good works: if she has brought up children, if she has lodged strangers, if she has washed the saints' feet, if she has relieved the afflicted, if she has diligently followed every good work.  (11) But refuse the younger widows; for when they have begun to grow wanton against Christ, they desire to marry, (12) having condemnation because they have cast off their first faith.  (13) And besides they learn to be idle, wandering about from house to house, and not only idle but also gossips and busybodies, saying things which they ought not.  (14) Therefore I desire that the younger widows marry, bear children, manage the house, give no opportunity to the adversary to speak reproachfully.  (15) For some have already turned aside after Satan.  (16) If any believing man or woman has widows, let them relieve them, and do not let the church be burdened, that it may relieve those who are really widows.

This scripture gives us some guidelines for screening applicants.  In this case we expand widows to include single moms.

1. Do they have needs or wants?

2. Did they bring it upon themselves or is it beyond their control?

3. Are they being good stewards?  This is an opportunity to look at their budget and offer Biblical financial counseling.

4. Are they making enough to survive?  Help them with training so that they can get a better job  (educate, train & equip).  

5. Have they taken advantage of governmental aid that is available?

6. Are they under a spirit of fear?  Are they afraid to ask for a raise?  Are they afraid that if they go looking for a better or their boss finds out that they will be fired?

7. After you have helped them for a time release them to God so that they become dependent on God and not the Benevolence Ministry.

· Backsliders & Nonbelievers – If either of these categories meets the guidelines help them.  This is a great opportunity to minister and glorify God.  “The goodness of God brings a man to repentance.”  Look at the Prodigal Son.  He was a backslider, but he came back humble and repentant.  If he comes back proud and arrogant don’t help him.  Let God work in his life.  You will just be prolonging his condition

· Poor & Needy vs. Poor & Lazy - If a man doesn’t work he doesn’t eat.

· Personal Guidelines - You are not called to fix all problems, only those that God sent you.  

· If you take risks and there is no repentance you must release your decision to God and move on.  

· Always error on the side of grace.  

· Guard yourself.  Do not make a decision in a case involving a friend.  Give the case to someone else.  

· If you are getting caught up emotionally put the case aside.

· Be patient.  Patience is the tool that permits deception to reveal itself.

· Always go in with the attitude that I am going to say no; then let the Holy Spirit convince you differently.  The decision to say no shuts down your emotions.

· Discern between a homeless person and a person who has just become homeless.  

· A homeless person is a person who likes to live on the street and they don’t like rules.  They are hard to change and you usually need to get them sober and into a detox program.  

· People who have just become homeless are in need of a home and assistance to get their life back to normal.  You need to put them in a hotel, find out their needs and help them along.

· Con Artists – Professional con artists are very difficult to detect.  The following actions are typical of a con.

· Volunteering irrelevant documents -- e.g. hotel receipts, bus ticket stubs, applications, etc. -- in order to bolster their stories and create an aura of credibility.

· Offering an abundance of details, not necessarily related to the main thrust of their stories.

· Name-dropping.  Seeming familiar with highly placed person, remotely known to you.

· Forgetting, or being otherwise unable to produce a key fact, the “missing link”, necessary to corroborate their story.

· Placing “blocks” inhibiting the verification of their story - e.g. “This must be dealt with in absolute confidentiality,” or “Don’t say anything to this person.”

· Partially answering questions.  Attempting to shift the subject.  Seeming not to hear the key question.

· Stressing the urgency of the request, leaving no time to verify the story.

· Always manipulating suggested solutions back to their terms.  Usually this means that they must have immediate cash and no other solution will do.

· Attempting to produce a sense of guilt in you for doubting their honesty.

· Appealing to your desire to play an important role in a significant story.

· Usually, people who are legitimately in need will exhibit few, if any, of the characteristics noted above.  On the other hand, con artists and manipulators will use most of them.  There are, in addition, some precautions ministers can take to keep from falling victim to the con.

· Follow through.  Check the story despite the pressures put on you.  The honest person will do everything he or she can to help you verify his or her story.

· Delay responding to the request until you have had time to reflect.  Is the story plausible?  Did you sense the person using any of the above tactics?  Could you convince someone else of the legitimacy of the request?

· Remember the natural tendency of all of us to want to play an important part in interesting stories, and guard against the impairment of your judgment by this factor.

· Vigorously pursue every alternative to giving money.  Offer to arrange directly with lodging facilities for a room, or with restaurants or a grocery store for food.  Be aware that con artists often use the excuse that they need to travel somewhere to get around these solutions, and be especially leery of giving money for travel (bus and plane tickets can be converted to cash).

· If you decide that giving money is the only possible solution, decide firmly how much you will allocate to this particular situation and do not let yourself be swayed from your intentions.

· Financial Guidelines

· Never write a check to someone directly.  Pay the utility company, landlord, etc.

· Financial assistance takes 3-10 days.  Do not be rushed.  Remember, “Time is our friend”.  Patience is the tool that permits deception to reveal itself.  

· Do not be rushed by deadlines.  If power will be shut off in 3 days ask if they have called the power company seeking a delay of a few days.  God has control over the clerk at the power company too.  

· General Benevolence Guidelines

· No benevolence is ever administered to relieve the consequence of unrepented sin (Luke 15:16-17).  Calvary Chapel will assist people in need who are in obedience to the Lord’s will. The Benevolence Ministry at Calvary Chapel is in place for the purpose of furthering the Kingdom of God.

· Benevolence is given to assist the recipient as he/she works through the problem, not to bail him/her out of the situation without any effort from him/her. (Leviticus 19:9-10).  Galatians 2:10 tells us to help the needy.  1 Timothy 5 tells us that we must discern who is really in need.  2 Thessalonians 3:10 says: “If anyone will not work, neither shall he eat.”

· Calvary’s response will not be predicated upon the urgency of circumstances.  Rather, any urgency will be prompted by the Holy Spirit.

· The primary focus of the benevolence ministry is in assisting with basic needs, such as food and shelter.

· Able-bodied men and women should be willing to pay back any financial assistance rendered.

· $500 limit for regular Church attendees per family per 12-month period.

· Requests for benevolence aid of $500 or more require pastoral review, which may take up to 10 days.

· All benevolence checks will be made payable to the debtor only, and never to the recipient of the financial aid (i.e. utility company, landlord, etc.).

· All follow-up and follow-through is the responsibility of the person submitting the request.

· Any violation of honesty should disqualify a request.

· Calvary’s response is considered confidential.  A violation of confidentiality may result in disqualification of a request currently being considered or in the future.

· Your Schedule – Decide when you are going to take calls and/or walk-ins.  If you have an open door policy you won’t get anything else done.  Train your secretary to determine when these rules should be broken.

· Areas of Need

· Housing

· Transportation

· Utilities

· Medical

· Rehabilitation

· Food

· Clothing

· Expand the Benevolence team with volunteers.  Start with deacons and elders.  Use people who are biblically grounded, compassionate, and not afraid to confront people.  People who manage others are the best candidates.
2.7 Meetings
Unfortunately meetings are a fact of life in church operation.  All churches should have leadership meetings and some churches are large enough to have staff meetings.  If we must have them we should make the most of our time.  An agenda closely followed will help to keep the meeting on track.  Assigning “Action Items” to individuals will assure responsibility for follow-through.  The whole meeting should be recorded in minutes that are distributed to all in attendance.  This will act as a permanent record of the meeting and provide a source of accountability.

3.0 Government Issues

A church is considered a nonprofit organization by the IRS and state governments.  Nevertheless you should file for recognition as a nonprofit under Section 501(c)(3) of the Federal Tax Code.  You should also request exemption from state sales taxes and the removal of taxes from various bills if it is appropriate in your state.  If the church owns property that is used for ministry it will be eligible for a property tax exemption.

3.1 Request Acknowledgement of 501(c)(3) Status from the IRS
As a church you are tax exempt in the eyes of the IRS, but if you are required to prove it to another organization the best way to do so is to provide a copy of your Letter of Determination under Section 501(c)(3). The term 501(c)(3) is derived from the location in the tax code dealing with nonprofits.  To receive a letter of determination you must file forms 1023 and 8718 and submit a payment.  It is often not practical for a new church to apply for a Letter of Determination due to the cost, but   recommended once the church is better established financially.  There is no time limit for a church to file a request for exemption.

3.2 Request State Sales Tax Exemption (If Applicable)
Contact the Department of Revenue for the state in which your church operates and request the necessary forms for exemption from State Sales Tax.  Many states provide an exemption in one form or another.

Make copies of your State Sales Tax Exemption Certificate for anyone that does any purchasing for the church. Most states require payment by church check or church credit card when buying for the church to insure that the exemption is not used fraudulently.  Monitor the use of the church’s sales tax exemption so that it is not used illegally.  The penalty for illegal use is usually loss of privileges
3.3 Request Exemption from Taxes on Utility Bills
We are all called to be good stewards of that which God has given us.  We also read in Matthew 22:21b, “And He said to them, ‘Render therefore to Caesar the things that are Caesar’s, and to God the things that are God’s’”.  All of your utility bills (electricity, water, gas, pager and local and long distance telephone) will contain various taxes from which, as a church, you may be exempt.  Inquire with each utility concerning the procedure for having the taxes removed.  Some may require your Letter of Determination under Section 501(c)(3) and your Sales Tax Exemption.  In some states churches are not exempt from all taxes.  In that situation you must do some research to determine from which, if any, taxes you are exempt.

Since your 501(c)(3) Letter of Determination acknowledges the tax free status you have always had as a church, the removal of taxes from your utility bills should be retroactive if you have been paying taxes on your utility bills in the past.  This may require a lot of follow-up, but be persistent.  Over time these taxes represent a significant amount of money.
3.4 Preparing for Tax Time
When tax time comes you should be aware of the following items that need to be filed. 

· Your Board of Directors needs to issue a letter to the pastor stating the total compensation he was paid for the prior year and how much of that was housing allowance.

· Statements should be issued to your congregation listing their contributions for the prior year.

· Form 1099 should be issued to any individual whom you paid over $600 total during the previous tax year for services rendered.  You are also required to report these amounts to the Internal Revenue Service via Form 1096.  Order these forms from the IRS.  You cannot print them off of the web site.

· Form W-2 should be issued to each employee for all wages paid to the individual throughout the year.  You will also report this information to the IRS via Form W-3.  Order these forms from the IRS.  You cannot print them off of the web site.

In addition you will be required to report, on a quarterly basis, any wages paid to employees on Form 941.  The References on page 35 will be helpful in providing additional information on these subjects.  If your total annual withholding is less than $1,000 you may request to file Form 944 annually.

Ignoring any of these items will show lack of stewardship and integrity.  We recommend that you contact a local accountant who is aware of church filing requirements to assist you in these areas.

So that you will have all the information that your accountant needs when tax time comes, you should request the necessary information from those who will require a Form 1099.  This includes contractors who had the check made payable to themselves personally or do not have an organization that is recognized legally as well as people hired for “temporary labor”, honorariums and missionaries that do not have a non-profit sending organization.  The best way to keep this under control is to require them to fill out an IRS Form W-9 before you issue the first check.  This information is required to complete the IRS Form 1099.  Either you or accountant will complete the Form 1099, but this information is necessary.

3.5 Filing for Church Schools and Preschools

If a church operates a school or preschool it is required to file a Form 5578 by the 15th day of the 5th month following the end of the school’s fiscal year
.  Form 5578 is a certificate of racial nondiscrimination.  Any school that files a Form 990 is not required to file a Form 5578 because they make their annual certificate of racial discrimination on the Form 990.

3.6 Unemployment Taxes

Churches are exempt from unemployment taxes in most states.  For more details see Church & Clergy Tax Guide.

3.7 Hiring Notification Requirement
There is a new law in all 50 states that requires that you report employee data and hiring date on all new hires to the state in which you operate within 20 days of hire.  This law was put in place to identify dead-beat-dads and collect monies due.  The report can be filed by phone or via the Internet in most states.

4.0 Accounting Practices
(1 Corinthians 14:40 NKJV) Let all things be done decently and in order.

This should be the guideline for all church record keeping.  Remember, as a nonprofit corporation we should operate with the mindset that the books should be open to anyone who wants to know how the church spends the donations.  On the other hand, general disclosure is not advised.  If someone asks, the information should be given with an explanation.  There needs to be an understanding that goes along with the numbers to make them meaningful.  Remember, information without explanation is dangerous.

4.1 Internal Control of Assets

The protection of assets (cash, equipment and so on) is a basic management requirement for all organizations.  The implementation of internal controls will make it more difficult for the commission of dishonest acts and common errors.  If you read the newspapers you will see that this is a common problem today. 

What are Internal Controls?  They can be defined as the various procedures adopted by an organization to safeguard assets, check the reliability and accuracy of financial records and insure compliance with managerial policies.  This means that the church management must establish controls for handling cash receipts and disbursements and all of the other assets owned by the church.  Internal controls for cash guard against understatement of cash receipts and overstatement of cash disbursements.  Internal controls for other assets deal with physical controls, accurate recording, proper protection and periodic verification.  Furthermore, accurate reports are vital to the proper operation of the church.

Churches encounter cases of misappropriated assets and unreliable financial records as a result of the following six problems:

1. The handling of incompatible duties by personnel.

2. The lack of a well defined organizational structure.

3. The absence of qualified personnel.

4. The lack of an accounting procedures manual.

5. The absence of any monitoring of accounting work being done.

6. The lack of diligence in following procedures.

Separation of Duties:

There are four basic types of financial activities within the church.

1. Authorizing of transactions

2. Recording of transactions

3. Receiving Income

4. Custody of assets

Where possible different people must perform these duties.  

The first major separation is between those who handle income and those who handle disbursements.  Elders, deacons, deaconesses and trusted leaders (both men & women) that are not part of the paid staff should handle the counting of tithes and offerings as well as other monies that are included in a deposit.  A minimum of two people should remove the money from the tithe box or receive the offering plates from the ushers.  The money should be moved quickly to a locked room for counting.  Once the money is counted and the count verified, the count sheet and the deposit slip are filled out.  In some cases the contribution records will be entered in a computer and the contribution software will print a deposit slip.  If the contribution records have been updated the money can then be taken to the bank and put in the night deposit drop box.  If the contribution records are not updated at the time of counting, then either the checks must be copied or the entire deposit put in a safe until the staff can update the contribution records.  Another alternative for a small church is a manual listing of each person’s contribution with the check number.  If checks are copied make sure that no critical data is lost due to being cut off, illegibility due to colored inks or other factors.

If the four basic financial activities cannot be fully separated due to the lack of personnel, then the separation of monies received and monies disbursed should be the minimum separation.  The Deacons and Elders count the tithes and offerings and the disbursements are authorized and prepared by the staff. 

Organizational Structure & Job Descriptions:

In most Calvary Chapels the Board of Directors empowers the senior pastor to operate the church on a day-to-day basis.  One or more paid staff and volunteers carry out the operation of the church.  Each of these people has specific duties to make the organization run effectively.  Therefore, each person should have a job description that tells him or her the range of their responsibilities and the limit of their authority.  This is both beneficial to the church and the individual.  A good set of job descriptions will go a long way in making for smooth operation and prevent breakdowns in operational controls.

Qualified Personnel

The area of accounting requires skilled people.  We are dealing with God’s church and other people’s money.  The church needs to seek the highest level of integrity as a good witness and a good steward.  The church should be a good witness in the business community by paying bills on time, leaving facilities in as good or better condition then they were received, and in their dealing with landlords and local governments.  These people may never set foot in the church, but you can reach them through your business practices.  Stewardship is another area where we are to make the most of what God has given us to work with.

The church should consider continuing education for its accounting staff.  The cost should not be the issue.  The benefits well outweigh the cost in the improved operation of a smooth functioning office.

Accounting Procedures Manual:
An Accounting Procedures Manual will specify the manner in which every accounting and financial function is to be handled.  It is important that all these practices and procedures be in writing and all who work in accounting should read it and sign a statement verifying same.  Such a manual will make transition of personnel seamless since there is no dependence on individuals to tell their successors how everything is done.

The manual should specify the procedures used in:

A. Preparing the budget

B. Handling Transactions

a. The procedures for receiving cash or other assets in the offering or in the office

b. The procedures for disbursing cash, whether by check or through the petty cash fund

c. The forms and procedures used to record both the receipt and disbursement of contributions (cash) and donations (financial or physical assets).

d. The Chart of Accounts and a description of the types of transactions that should be entered in each account.

C. Record Keeping

a. The procedures used to record deposits and reconcile deposits with the tithes and offerings.

b. The procedure used to record disbursements from all funds.

c. The procedures used to reconcile the accounting records against the bank and credit card statements

d. The procedures used to record and reconcile on-line transactions.

D. Financial Reports

a. Reports to the body

b. Reports to management

c. Reports to the Board of Directors

Monitoring Performance

Monitoring is a difficult subject because we are dealing with people’s egos.  We assume people are honest or we wouldn’t have put them in a position of trust.  Monitoring keeps them honest.  There is also the possibility of accidental error that can adversely affect church records. 

 There are a couple of ways to monitor church accounting operations.  Some churches acquire the services of an outside accountant to do a “Review for Management” quarterly.  This involves reviewing the last quarter’s books and making changes where necessary so that the reports better represent the actual financial condition of the church.  When complete, the accountant normally provides a bound report.  This report is helpful when someone questions accounting practices and the pastor can show that an outside accountant reviews the church’s books.  Another method is for the Board of Directors to establish an Internal Audit Committee of qualified persons to periodically review the church’s books.

In some cases where the church property is mortgaged the bank will require a review or audit.  In the accounting world there are three levels of monitoring.  The “Compilation” being the simplest, the “Review” being more thorough and the “Audit” which goes beyond accounting practices to include the operation of the administrative function of the church.  The cost obviously increases with the level of involvement. 

An Issue of Trust

Churchgoers want to believe that everyone connected with their church is trustworthy.  For this reason people let their guard down.  This results in not strictly enforcing accounting procedures and internal controls.  There is also less likelihood of monitoring performance and taking corrective action.  This relaxed atmosphere can lead to errors or misappropriation of funds.

It may be difficult to place a value on sound internal controls, but consider what they can do for you.

· Remove temptation for misappropriation

· Protect honest staff members from suspicion of wrongdoing.

· Save the time and expense of having to reconstruct destroyed or altered accounting records.

· Improve the probability that errors, intentional and unintentional, are discovered.

· Reduce the chance of having to confront a volunteer or staff person who has taken funds.

· Reduce the chance of dividing the congregation or leadership into those who want to forgive a misuse of funds and those who want to take criminal action.

· Reduce the chance of having to tell the congregation that some of their contributions have been lost.

· Reduce the chance that you and other church leaders will have to feel embarrassed for allowing an incident to occur.

· Reduce the risk of negative media coverage.

It is hoped that you will find this information helpful in improving the administrative functions of your church.  We are reminded in II Corinthians 8:20-21 NIV

“We want to avoid any criticism of the way we administer this liberal gift.  For we are taking pains to do what is right, not only in the eyes of the Lord but also in the eyes of men”.  

4.2 Handling Contributions (Also see Section 2.3)
Your contribution records should be kept by using one of the software applications available on the market.  QuickBooks Nonprofit Accounting Software is the only application that I know of that will do both accounting records and contribution records. 

Only tithes and offerings should be entered in your contribution file.  Any other monies collected should be entered in their respective accounts.

1.  When recording a check from a joint account: 

a.  If a husband and wife, record in the husband’s name. There will be instances when the husband is not a believer, and his wife does not want his name used.  If you have a record on him, flag it as deleted or inactive so that the person entering the tithes will not use it.

b.  If two unrelated names are on the check, use the name of the person signing the check. 

2. If a wife has her own checking account and uses it to tithe, give the tithe credit to her.  A wife might complain at the end of the year that she and her husband both received statements; others will complain even more loudly if you combine her tithes with her husband’s and they want separate statements.

3. If a cash donation, credit to whatever name is on the cash envelope and retain the envelope as a permanent record (See 2.3 Procedures for Handling Tithes and Offerings).

4. If a donation is for a missionary that your church supports, the check should be made payable to your church with nothing in the memo line.  A note or some other preprinted form should accompany the check suggesting that the contribution be used to support the missionary listed.  This also applies to mission trips.  Although donors can suggest where the money should be used, it must be at the complete discretion of the church as to how the money is actually spent.  If the check is made payable directly to the missionary, then it must be treated as a gift to the missionary and is not taxable to them.  It is also not tax deductible for the donor.  

5. Treat a money order like a check, using the rightmost positions of the money order number as the check number.

6. If a check is from a business, it must be credited to that business.  The only time it can be given to an individual is if their name appears with the firm name and a d/b/a.

You should set up a membership record for donations you receive, but cannot determine whom they are from, either because of missing or illegible information.  You might call it “Anonymous”.  You will also need to set up a record for “Misc. Cash”.  When you send out your contribution statements at the end of the year you may get a call that a donation is missing from the statement.  Once the month of the contribution is determined you can go back into the list of anonymous donations and you may find it there.  If it is a common  name it may have been recorded under the wrong name.

All cash envelopes with names on them should be retained (see Procedures for Handling Tithes and Offerings). A printout or written log of the contributions (name, check # and amount) should be retained for 5 years.  I have seen this information requested for court proceedings.

Contribution statements should be issued at the end of the year.  These statements should show the following:

The church name and address

The donor’s full name and address

Statement date

List:

Check number

Date received

Amount

Fund

Show totals by fund and overall.

In order for this to be recognized as a valid document by the IRS, it must contain a statement at the bottom of the form to the effect that “no goods or services were received in return for the above listed donations”.

The church is required to send an annual contribution statement to anyone who contributed a cash (or check) donation to the church of $250 or more during the past year.  However, it is recommended that the church send an annual contribution statement to everyone who made a cash (or check) donation.  It is also suggested that a letter from the pastor should be mailed with the contribution statement.  This is a great opportunity to reconnect with people who have not been to church lately.

All thank you letters for non-cash gifts should be sent to the donor upon receipt of the item, but not stating a dollar value.  See Section 4.2 (Non-cash Donations)

When a checks is returned from the bank unpaid, it must be determined if the check was a tithe check or a check for goods or events such as the Book Table.  If it is a tithe check:

· Make a copy of the check for your records.

· Reverse the check from the individual’s tithe record.

· Adjust your accounting records accordingly

· Return the check to the donor with a letter of explanation (Exhibit 6)

Most churches absorb the returned check charge.  You will find donors that insist on reimbursing the church for the returned check charge.  Set a policy for your church and be consistent.

If the person received something for their money:

· Make a copy of the check.

· Send the copy of the check and a letter (Exhibit 7) requesting another check.

· Make a copy of the letter and attach the check to it for your records.

4.3 Non-Cash Donations

All physical and financial donations should be properly accounted for, both acquisitions as well as dispositions.  The form on the next page and in Exhibit 9 gives a convenient method of recording and tracking disposition of property donations. 

Donation Tracking Form

	Date Received:
	
	
	
	
	Received By:
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Received From:
	
	
	
	
	
	
	
	
	

	Name:
	
	
	
	
	
	
	
	
	

	Street Address:
	
	
	
	
	
	
	
	
	

	State:
	
	
	Zip:
	
	
	
	
	
	

	Phone Number:
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Item:
	
	
	
	
	
	
	
	
	

	Description (if car state year, make & model & VIN#)
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Approx. Value:
	$
	
	
	"Thank you" letter sent?
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Copies Sent To:
	
	
	
	
	
	
	
	
	

	Administrator
	
	
	
	
	Benevolence
	
	
	
	

	Accounting
	
	
	
	
	Facilities
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Final Disposition of Asset

	Retain Asset
	
	
	
	
	
	Date :
	
	

	Sell Asset
	
	$
	
	
	Disposed of By:
	
	
	

	Donate Asset
	
	
	
	
	Authorized By:
	
	
	

	Discard Asset
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	Recipient:
	
	
	
	

	Copies Sent To:
	
	
	
	
	Name:
	
	
	
	

	Administrator
	
	
	
	
	Street Address:
	
	
	

	Accounting
	
	
	
	
	City:
	
	
	
	

	Benevolence
	
	
	
	
	State:
	
	
	Zip
	

	Facilities
	
	
	
	
	Phone Number:
	
	
	


Non-Cash Donations

Churches receive all types of non-cash gifts.  The church can refuse to receive any gift if it is not in the best interest of the church, or if it would be a financial burden to the church.  Therefore, all gifts should be reviewed before acceptance to make sure that the acceptance of the gift will not put the church over budget, or cause more spending than the gift is worth.

Donors are allowed to deduct the fair market value of non-cash gifts.  The price that the item would sell for on the open market is what the IRS considers to be the fair market value.  It is up to the donor to determine the value of the item.  If the value is overstated, it can result in a tax penalty to the donor, so accuracy is important.  

Receiving

All gifts of personal property should be approved by the pastor before acceptance.  If the value of the personal property is greater than $5,000 the donor must also provide an external appraisal along with the gift (see Section 4.4).  See Church & Clergy Tax Guide for IRS requirements for contributions of noncash property. 

Acknowledgement

At the time of donation, the church will provide to the donor a contemporaneous letter of acknowledgment of the gift, with a thorough description of the gift so that the donor can justify his tax deduction.   No dollar amount of the gift should be stated in the letter.  See Church & Clergy Tax Guide for IRS requirements for contributions of noncash property.  This gift should not be entered into contribution records, or put it on a contribution statement.  The acknowledgement letter is sufficient.  

IRS definition of contemporaneous – For written acknowledgement to be considered contemporaneous with the contribution, a donor must receive the acknowledgement by the earlier of the date on which the donor files his or her individual federal income tax return for the year of the contribution, or the due date (including extensions) of the return.
Sale

Property should always be sold for cash only.  If the value of the gift is expected to be greater than $250, competitive bids (at least three) should be obtained.  The church will prepare a bill of sale for the buyer providing documentation of the transaction, and also stating that the property is sold “as is” and without implied warranties.  If the church disposes of the property within two years of receiving it, the IRS will require that a Form 8282 be filed (see Section 4.4).  

Vehicles

The following is the IRS guidelines for the donation of vehicles (cars, planes, boats):

Donors may claim a deduction of the vehicle's fair market value under the following circumstances:

· The charity makes a significant intervening use of the vehicle, such as using it to deliver meals on wheels.

· The charity makes a material improvement to the vehicle, i.e., major repairs that significantly increase its value and not mere painting or cleaning.

· The charity donates or sells the vehicle to a needy individual at a significantly below-market price, if the transfer furthers the charitable purpose of helping a poor person in need of a means of transportation.

The church is required to complete an IRS Form 1098-C for each vehicle donated that has a value of greater than $500.  The Form 1098-C must be submitted within 30 days of donation or sale.  Two copy will go to the donor (copy B & C), one copy will be forwarded to the IRS (copy A) with a Form 1096 (see www.irs.gov and search 1096 instructions for the mailing address) and copy D will be retained for church records.  For more information search the IRS web site (www.irs.gov) for Form 1098-C instructions.  You must order this form from the IRS since, due to special ink; the downloaded version is not acceptable.

If a vehicle is donated to the church, this should be accounted for in the general ledger.

Real Property

Before any gift of real property can be accepted, it must be approved by the pastor and also pass a legal review.  The legal review consists of the following items:


A title search/review to determine clear title.


Request a UCC report to determine if any liens exist on the property.


An environmental study must be completed.

 A monetary review of the real property value must be made by the pastor and those doing the legal review.  It consists of at least the following procedures:

· An appraisal, performed by an independent and qualified appraiser, must be obtained from the donor and at the donor’s expense.   This will allow a fair market value to be established., and if the gift is accepted, it provides a reasonable value for recording the gift on the church’s books.

· Obtain, from a realtor, the data on three comparable properties in the location.  Find out how long it took comparable properties to sell.  Determine what the realtor commission would be. 

· If a mortgage exists on the property, request a payoff statement.  See if the interest rate is comparable with current rates.  Is the mortgage assumable?  If the church assumed the mortgage what would the monthly payments be? 

· Determine the annual property taxes.

· Determine if there is a monthly maintenance or homeowner’s fee.

· Do a property inspection.  Determine, or have the realtor determine, the condition of the property and any repairs and/or maintenance costs that would be required.

· Determine if there are any other costs that would have to be paid by the church if the property were to be accepted.

· Determine a reasonable estimate of the closing costs, and what portion would have to be paid by the church once the property sells.

If the donor needs to make the gift by year-end, for tax purposes, then the acceptance of the gift should be conditional.  Resolve these conditions before April 15 of the year following the year of the gift.  The donor must understand that if the church, after reviewing the steps above, determines that the gift is not acceptable, the church will have the right to return the gift to the donor.  All costs associated with this will be the donor’s.  

The donor should also obtain personal tax advice.  The gift may not be tax deductible, because of the conditional acceptance of it.  

Under no conditions should the church accept a gift of real property unless the legal counsel for the church has reviewed the documentation for the conveyance.  It is also necessary to ensure that appropriate IRS reporting forms and affidavits regarding non/foreign status of the donor have been obtained.  

The church should not accept mortgaged properties unless the mortgage amounts to 50% or less of the value established by the independent appraisal.

Another method of handling donations is to ask the donor if he or she is interested in the charitable tax deductions.  If not, the donor can give the item directly to a needy person suggested by the church.  Leaving the church out of the transaction saves a lot of administration (especially titled items such as vehicles) and personalizes the donation.  Occasionally this sets the stage for further direct ministry.

4.4 IRS Rules for Reporting Contributions and Donations

Rule 1 – Individual cash contributions of less than $250 – Donors are required to substantiate their contribution in one of the following ways

· A canceled check

· A bank statement

· An electronic funds transfer receipt

· A scanned image of both sides of a cancelled check obtained from a bank web site.

· A credit card statement showing the name of the church, the date and the amount.

· A contribution statement from the Church 

Rule 2 – Individual cash contribution of $250 or more – Donors are required to substantiate a contribution of $250 or more with a contemporaneous (see Acknowledgement above) contribution statement from the church.  Cancelled checks will not be accepted by the IRS.  The law specifies that a written acknowledgement must include the following information.

· Name of organization
· Amount of cash contribution
· Description (but not the value) of noncash contributions
· Statement that no goods or services were provided by the organization in return for the contribution, if that was the case.
· Description and good faith estimate of the value of goods or services, if any, that an organization provided in return for the contribution. See exceptions below.
· Statement that goods or services, if any, that an organization provided in return for the contribution consisted entirely of intangible religious benefits if that was the case.
There are two important exceptions.  

1. Token exception – Insubstantial goods or services a charitable organization provides in exchange for contributions do not have to be described in the acknowledgement.  Goods and services are considered to be insubstantial if the payment occurs in the context of a fund-raising campaign in which a charitable organization informs the donor of the amount of the contribution that is a deductible contribution, and (1) the fair market value of the benefits received does not exceed the lesser of 2% of the payment or $102; or (2) the payment is at least $51, the only items provided bear the organization’s name or logo (e.g. calendar, mugs or posters), and the cost of these items is within the limits for “low cost articles”, which is $10.20, free, unordered low cost articles are also considered to be insubstantial.  The amounts mentioned in this paragraph are the 2013 amounts.  They are adjusted annually for inflation.

2. Intangible religious benefits – Generally they are benefits provided by a tax-exempt organization operated exclusively for religious purposes and are not usually sold in commercial transactions outside a donative (gift) context.  Examples include admission to a religious ceremony and a de minimis tangible benefit, such as wine used in religious ceremony.  Benefits that are not intangible religious benefits include education leading to a recognized degree, travel services and consumer goods.  (IRS Publication 1771)
Rule 3 – Individual “quid pro quo” cash contributions of $75 or less – A quid pro quo contribution is a payment made partly as a contribution and partly in consideration for goods or services.  In this case the donor makes a contribution of $50 and receives a book valued at $10 in return.  The donor is entitled to a charitable deduction of $40.

Rule 4 – Individual “quid pro quo cash contributions of more that $75 - A quid pro quo contribution is a payment made partly as a contribution and partly in consideration for goods or services.  In this case the donor makes a contribution of $100 and receives a meal valued at $30 in return.  The donor is entitled to a charitable deduction of $70.  In addition to providing written acknowledgement for a contribution of $250 or more, the church must provide written disclosure statement with either the solicitation or receipt of a quid pro quo contribution that:

· Informs the donor that the amount of the contribution that is tax-deductible is limited to the excess of the amount of any money contributed by the donor over the value of any goods or services provided by the church.

· Provides the donor with a good faith estimate of the value of the goods or services furnished to the donor.

Rule 5 – Individual contributions of non-cash property valued by the donor at less than $250 – A letter from the church acknowledging receipt and containing the following information.

· Name of the church

· Date and location of the contribution

· Description of the property in sufficient detail to justify the value put on by the donor.

The letter should not include a dollar value for the donation.

Rule 6 – Individual contributions of non-cash property valued by the donor at $250 to $500 – A gift greater than $250, but not more than $500 shall meet the rules of a gift of $250 or less (Rule 5), plus it must meet the following requirements:

· It must be written

· It must include:

· A description, but not necessarily the value, of the donated property.

· Whether the church provided any goods or services as a result of the contribution

· A description and good faith estimate of the value of any goods or services provided by the church, if any

· The donor must receive the church’s written acknowledgement on or before the earlier of: a) the date the donor files his/her tax return claiming the contribution or b) the due date, including extensions, for filing the return.

Rule 7 – Individual contributions of non-cash property valued by the donor at more than $500, but not over $5,000. – Donors who claim a deduction over $500, but not over $5,000 for a charitable non-cash contribution must have the acknowledgement and written records described under Rule 6 and their records must also include:

· A description of how the donor acquired the donated property (purchase, gift, inheritance, etc.)

· The approximate date the donor acquired the property

· The cost basis or other basis, and any adjustments to the basis, of property held less than 12 months and if available, the cost or other basis of property held 12 months or more.  This requirement does not apply to publicly traded securities.

Note: Donors whose total deductions for all non-cash contributions for the year is over $500 must complete Section A of Form 8283 and attach it to their Form 1040.  It would be a nice service for the church, though not required, to provide a Form 8283 to the donor with the thank you letter.  The donor may not know that he/she is required to file Form 8283 and without it the deduction can be denied.

Rule 8 – Quid pro quo contributions of non-cash property – Rules 3 & 4 concerning quid pro quo cash contributions also apply to non-cash donations (property).

Rule 9 – Individual contributions of non-cash property valued by the donor at more than $5,000 – It is extremely important that both the church and donor meet all the rules of such a donation to prevent the deduction from being denied.

Donor’s Obligation

1. Obtain a qualified appraisal no earlier than 60 days prior to the contribution containing the following information:

a. An adequate description of the donated property

b. The physical condition of the property

c. The anticipated date of contribution

d. The term of any agreement or understanding entered into by or on behalf of the donor pertaining to the use or disposition of the donated property.

e. The name, address and social security number of the qualified appraiser

f. The qualifications of the qualified appraiser who prepared and signed the qualified appraisal.

g. A statement that the appraisal was prepared for income tax purposes

h. The date on which the property was valued

i. The appraised fair market value of the property on the date of the contribution

j. The method of valuation used to determine the fair market value

k. The specific basis for the valuation

l. A description of the fee arranged between the donor and the appraiser.

2. Prepare a qualified appraisal summary.  The donor must enclose the qualified appraisal summary with the tax return on which the charitable contribution is claimed.  The qualified appraisal summary is a summary of the qualified appraisal and is made on Section B (side 2) of IRS Form 8283.

3. Maintain Records.  It is the donor’s responsibility to maintain records containing the following information.

a. The name and address of the church 

b. The date and location of the contribution

c. A detailed description of the property

d. A fair market value of the property at the time of the contribution, including a description of how the value was determined.

e. The cost or other basis of the property

f. If less than the donor’s entire interest in the property was given, an explanation of the total amount claimed as a deduction in the current year.

g. The terms of any agreement or understanding by or on behalf of the donor pertaining to the use or disposition of the property.

Church’s Obligation

1. The church should provide the donor a written acknowledgement as described in Rule 7, above.

2. The church must complete and sign Part IV of Section B of the donor’s form 8283 appraisal summary

3. The church is required to file a Form 8282 if three conditions are met.

a. The donor makes a contribution of non-cash property to the church that is valued at more than $5,000 (other than publicly traded securities)

b. The donor presented the church with a qualified appraisal summary (Form 8283, Section B, Part IV) for signature

c. The church sells, consumes, exchanges or otherwise disposes of the donated property within two years of the date of contribution.

4. The church must provide the donor with a copy of Form 8282.

5. The church should file Form 8282 within 125 days of disposing of the property.

6. Form 8282 should be sent to the Internal Revenue Service Center, Cincinnati, OH 46944.

7. A Form 8282 does not need to be filed if:

a. The church consumes the donated property or distributes it without charge to another organization or individual.  The consumption or distribution must be in furtherance of the church’s tax-exempt purpose.

b. If at the time the church signed the donor’s appraisal summary the donor had signed a statement on the appraisal summary (Form 8283, Section B, Part II) that the appraisal value of the donated property was not more than $500.  This exception will apply if a donor contributes several similar items of property (having a combined value in excess of $5,000) to a church during a calendar year, and the church disposes or consumes one item that is separately valued by the donor at $500 or less.

For more detailed information on each of these rules see the Church & Clergy Tax Guide 

4.5 Budgets
Budgets are a necessary tool for the proper operation of a church.  Genesis 41 relates the story of Joseph’s interpretation of Pharaoh’s dream warning of the coming famine.  Verses 34-36 show God’s wisdom that should be applied to the church finances.  Habakkuk 2 speaks of having a written plan.  When your budget is in writing you should present it to the Board of Directors for approval.  Remember, just paying bills as they come in, is not a plan.

It may be difficult the first year to forecast your expenses, let alone your income, but start with a simple guideline and get more sophisticated as you have more information. One way to budget with all the unknowns of the first year is to budget by a percentage of your income.  For example, savings should be about 10%, tithe 10% and 80% for the church operating expenses.  Tithes of the church (money that goes out from the church) may include Missions, Benevolence and Outreach.  Of the 80% for operating expense, no more than 50% should go to salaries and Housing Allowance.  Once you get a handle on these figures, estimate the split between administrative and ministry expenses and continue from there.  In time you will have a detailed budget.

What we have been talking about is called an operational budget.  You should also create a capital budget, which is a list of major expenditures such as a new piece of sound equipment or replacing some of the chairs.  List them in order of priority with a dollar value.

As your budget process matures there are additional considerations that will shape your church budget. 

· Tithing – The church should consider giving to God at least ten percent of the tithes and offerings of the body.  The money that goes out to missions, benevolence and other outreaches can be considered a tithe, although some churches consider benevolence as being within the church and not part of their tithe.  (Matthew 25.40, 1Timothy 5:8)

· Ministry Expense – This can vary depending on staff expenses and the amount of money you decide to put aside for the future.  

· Staff Expenses – This includes salaries medical, retirement and housing allowance.  The general guideline is that staff expenses should not exceed fifty percent of your income.  However, there are situations where a church may get free or very low rent and choose to use the extra money to bring the pastor on full time.  Of course the percentage may be less, depending on the staff needs. (1Timothy 6:6-7)  There are exceptions to all of these guidelines and we should not become legalistic when it comes to guidelines, but follow as the Lord leads.

· Surplus – Your budget should plan on a surplus of at least ten percent.  This money is necessary for all the unplanned expenses that will come your way.  (Proverbs 6:6-8)

Tithe at least 10%

Save at least 10%

Staff Expenses not to exceed 50%

Ministry Expense depends on the above

After a few months you should have a feel for the monthly tithes and offerings.  When you build a budget you should use the accounts from your Chart of Accounts as line items.   Exhibit 10 is an example of an Operating Budget format and Exhibit 11 is an example of a Capital Budget format.  Here are a few rules to keep in mind.  

· If possible, create your budget from the current figures without consideration of church growth.  If the tithes and offerings increase put the excess toward items in your capital budget (see below).

· Even though the Board of Directors has approved the budget, you can’t spend the money until God gives his approval by motivating the body to give.

· There is a fine line between presumption and faith.  If God appears to be blessing the ministry, and you are exceeding the anticipated income to fund the operational budget then it is time to start accomplishing some projects that are on the capital budget.

4.6 Reimbursements
If an individual is to be reimbursed for purchases made for the church, be sure to note on the check that it is a reimbursement and record it as such in the accounting system.  Otherwise, if no such designation is made, you may be causing him or her to pay additional income tax.  If you wrote undesignated checks to this person totaling more than $600, you would have to file IRS Form 1099 which appears as income to the IRS.  If you know the amount of the purchase you can give the purchaser a church check for the full amount.  If you do not know the full amount of the purchase you can give them a signed check made out to the store where the purchase will be made.  Let them fill in the amount and when the receipt is returned you can record the expenditure.  If a check signer is doing the shopping he or she should take a check with him.  Although it is perfectly legal, it does not look good to have a lot of checks made out to one individual, especially a signer on the checking account.  In many states with a sales tax exemption you are required to pay with church funds.  That means a church check or credit card.

Another method of handling reimbursements for the pastor is through a credit card.  If a credit card can be obtained in the name of the church, that is best.  If not, he can use his personal credit card.  When he gets his statement he makes a copy and marks the church related expenditures.  The church then writes a check to the credit card company for the amount of the church related expenditures, which is mailed with the check that the pastor has written for his personal items.  This minimizes the checks made payable to the pastor.  If a non-staff person makes a purchase for the church he should use his personal credit card. When he receives his credit card statement, he can highlight the church expenditures and give a copy of the statement to the church.  The church will then issue a check payable to the credit card company for the highlighted amount.  The individual then sends the church check plus his personal check for the balance of the statement to the credit card company.  This is the best way to minimize the number of checks paid to individuals and insures a good paper trail for accounting purposes.  

4.7 Setting up and Maintaining a Petty Cash Account
Expenses Pending Receipts

	Date
	Amount
	For
	Given To
	Received

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Expenses With Receipts

	Date
	Amount
	Expense
	Account
	Balance

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Most churches have a petty cash account for miscellaneous purchases.  There is a proper way to set-up and maintain a petty cash account that provides good accountability and reflects your expenditures accurately.  

· Write a check for the amount of money you wish to keep in your Petty Cash Account ($50-$300) and record it to the Petty Cash Account.  This will appear on your Balance Sheet as an asset of the church.

· Use the Petty Cash Log (Exhibit 8) to record your transactions.  This works best as a two-sided sheet with “Expenses Pending Receipts” on one side and “ Expenses with Receipts” on the other side.  Use the “Expenses Pending Receipts” side of the sheet to keep a record of money given out without a receipt, noting the date, amount, reason for expenditure and to whom given.  When the receipt is returned, check off the “Receipt Received” box and return any change to Petty Cash.  On the reverse side, “Expenses with Receipts”, note the date, amount actually spent, item purchased, account to be charged and calculate the remaining balance in Petty Cash.

· Once the Petty Cash Fund gets uncomfortably low it is time to add up the expenditures and write a check to “Petty Cash” for the exact amount of the money spent to date.

· When you enter the check into your accounting system, show it paid to the order of “Petty Cash”.  When you get to the account field split the total amount into individual categories reflecting each expenditure.  In the remarks field show the date of the expenditure and the reason for the expenditure.  This will enable you to categorize all your expenditures properly.  When you run a Balance Sheet you will see the original amount allocated for Petty Cash because the sum of your remaining cash plus the sum of the receipts always equals the original amount put in the petty cash account.  A Profit and Loss Statement will show all your expenditures properly categorized.  

· An even easier way of recording Petty Cash expenditures is to establish an account called Petty Cash and show the account type as “Bank”.  This will give you another register in which to record your petty cash expenditures.  It will keep a current Petty Cash balance as well as give you a current petty cash balance on your Balance Sheet.

· The sum of the receipts plus the remaining petty cash must always equal the amount of the original check.

· I do not recommend a petty cash account because it can become an administrative nightmare unless the keeper of the account is diligent to follow all the rules.  I believe a check or credit card is less trouble.  For those who seek reimbursement you can require a receipt before making reimbursements thus eliminating the typical “lack of receipt” problem.

4.8 Sharing Financial Information with the Body

Some churches have an annual congregational meeting.  One of the features of this type of meeting is the sharing of budget information.  This is acceptable as long as it is done at a very high level.  The format should be something like this:

Tithes



XXXX

Ministry Expense

XXXX

Administrative Expense
XXXX

Building expense

XXXX

It is best to put the numbers up on a screen.  If a handout is given it should be collected at the end of the meeting.  There is no need to have the church’s financial information going outside the building.

If someone requests more detailed information they should be asked to make an appointment with the administrator.  In that private setting questions could be answered and explanations provided.  If possible, the pastor should not be involved in this meeting since it could become confrontational.  The administrator or financial elder best handles this type of meeting.  Remember, information without explanation is dangerous.

5.0 How to Maintain Your Tax-Exempt Status

The key to preserving your tax-exempt status is to avoid prohibited activities.  As a 501(c)(3) organization, you are considered by the IRS to be categorized as a public charity and as such no employee or board member can receive personal gain from the organization.  The organization can pay wages as long as it receives something of equal value in return (your service).  The following three areas should be avoided with the exception of political activity, which may be done under certain limited conditions.

· Private inurement/excess benefit transactions

· Political Activity

· Substantial Unrelated Business Activity

The advantages of being a non-profit corporation are to avoid corporate income tax on net profits and the congregation can take contributions as an income tax deduction.

5.1 Private Inurement/Excess Benefit Transactions
This is the transfer of assets, resources or benefits by a nonprofit organization to an insider without adequate consideration being received in return.  Private inurement/excess benefit transactions are prohibited for 501(c)(3) organizations.  Some forms of private inurement/excess benefit transactions are:

1. Excessive Executive Compensation – The pastor should never set his own salary or be present when his salary is set.  Always use salary surveys showing the compensation of comparable positions with comparable responsibility in the same area.  

2. Any salary arrangements based on increased contributions are not good.  An example would be if a pastor is paid x amount plus x % of contributions.  Contingent salary arrangements can work if they are not based on collections or profits of the organization.  For example, if a pastor is told that if he gets a certain program up and running, he will receive a bonus.  That is permissible.  However, his total compensation must still be comparable to similar organizations.  

3. Inadequately Documented Travel and Entertainment Expenses – All Expense Reports submitted for reimbursement should include receipts, and information on date and purpose of meeting, names of other parties and their relationship to the business at hand.  If documentation is not sufficient, reimbursement can be denied or the expenditure will be counted as salary and included in the person’s W-2 form at year-end.

4. Loans to Insiders – In some states, Florida for one, loans to insiders are illegal.  Under Federal law and in some states loans to insiders are legal.  In this case the church must charge the current market interest rate.  If the loan repayment does not include interest, the accrued interest must be shown as salary on his/her W-2 form.

5. Guarantees – The church should not guarantee a loan for an insider.  By guaranteeing a loan the church is pledging its assets for the benefit of an individual.  This is essentially cosigning and that is frowned upon in Scripture.

6. Favorable Deals – The church should not make favorable deals with anyone.  Some examples of favorable deals are:

i. Use of People and Resources – Personal use of office space, telephones and/or personnel is prohibited

ii. Use of Mailing Lists or Meetings – Personal use of church mailing lists or promoting something for personal gain at a church sponsored meeting is prohibited.

iii. Sales at Below Market Value or Rentals at Below Market Rates – Sales by the church to insiders at below market value are prohibited because the church is not getting something of equal value (cash) for the item.  For example, if a car worth $10,000 is donated to the church and the church decides to sell the car to an associate pastor for $8,000, that is a violation.  In order to make that transaction legal, the associate pastor must be charged with $2,000 of additional salary, which would appear on his W-2 form.  The same holds true for rental at below market rates. 

iv. Copyright Arrangements – We must be careful on how we handle “works made for hire” such as books, music CD’s or anything of value created by an employee using the church resources and personnel.  Unless otherwise agreed, anything created by an employee on church time using church resources and personnel is the property of the church and the royalties, income and copyright belong to the church.  Carried to the extreme this would say that the messages prepared by the pastor are the property of the church.

7. Intermediate Sanctions for 501(c)(3) Organizations – There is a law that provides intermediate sanctions against 501(c)(3) organizations that violate the provisions of the Internal Revenue Code.  Intermediate sanctions are substantial excise taxes the IRS can impose on insiders (called disqualified persons) who receive excess benefits from a tax-exempt organization.  

A disqualified person is any person who at any time during the five-year period ending on the date of an excess benefit transaction was in a position to exercise influence over the affairs of the tax-exempt organization or any family member of such a person.

In the past the only penalty that the IRS had was revocation of tax-exempt status, which was only used in extreme cases because of the severity of the penalty.  Now two intermediate penalties exist.  However, revocation is still possible.

i. Tax on a Disqualified Person – A disqualified person who benefits from an excess benefit transaction is subject to an excise tax equal to 25% of the amount of the excess benefit (the amount by which actual compensation exceeds the fair market value of services rendered).  This tax is paid by the disqualified person directly, not by his or her employer.

ii. Additional Tax on Disqualified Persons – If the 25% excise tax is assessed against a disqualified person and he or she fails to correct the excess benefit within the taxable period, the IRS can assess an additional tax of 200% of the excess benefit.  The correction must occur by the earlier of the date the IRS mails a notice informing the disqualified person that he or she owes the 25% tax or the date the 25% tax is actually assessed.

iii. Tax on Organization Managers – An excise tax equal to 10% of the excess benefit may be imposed on the participation of an organization manager in an excess benefit transaction between a tax-exempt organization and a disqualified person.   This tax, which may not exceed $20,000 with respect to any single transaction, is only imposed if the 25% tax is imposed on the disqualified person, the organization manager knowingly participated in the transaction, and the manager’s participation was willful and not due to reasonable cause.

8. For detailed information see the Church and Clergy Tax Guide (resources) and your accounting professional
5.2 Political Activity 

The tax code prohibits religious organizations from engaging in political activity.  There are two distinct limitations here. First, churches may not engage in “substantial” efforts to influence legislation. Second, churches may not participate or intervene in any political campaign, even to an insubstantial degree. The first limitation is referred to as the “lobbying” limitation. The second limitation is referred to as the “campaign” limitation.
	CAMPAIGN ACTIVITY
	
	

	 Contributions to political campaign funds.
	
	Prohibited

	
	
	

	Public statements of position (verbal and written) in favor of or in opposition to candidates for office—in official church publications and at official church functions. 
	
	Prohibited

	
	
	

	Public comments made by ministers and other church employees in connection with political campaigns, not made at church facilities or in church publications and ac- companied by statement that the comments are strictly personal and are not intended to represent the church. 
	
	Permitted

	
	
	

	A church invites all candidates for a political office to address the congregation and informs the congregation before each candidate’s speech that the views expressed are those of the candidate and not the church and that the church does not endorse any candidate. 
	
	Permitted

	
	
	

	A church invites only one candidate in a political campaign to address the congregation. 
	
	Prohibited

	
	
	

	The church provides an opportunity for a candidate to speak in a noncandidate capacity (for example, as a member of the church, public figure, or expert in a non- political field) without providing equal access to all political candidates for the same office. The church ensures that the candidate speaks in a noncandidate capacity; no reference is made to the person’s candidacy; the church mentions the capacity in which the candidate is appearing (without mentioning the person’s political candidacy); and no campaign activity occurs. 
	
	Permitted

	
	
	

	A church distributes a compilation of voting records of all members of Congress on major legislative issues involving a wide range of subjects; the publication contains no editorial opinion, and its contents and structure do not imply approval or disapproval of any members or their voting records. 
	
	Permitted

	
	
	

	A church distributes a voter guide containing questions demonstrating a bias on certain issues. 
	
	Prohibited

	
	
	

	The endorsement of candidates. 
	
	Prohibited

	
	
	

	Campaign activities by employees within the context of their employment. 
	
	Prohibited

	
	
	

	A church fails to “disavow” the campaign activities of persons under “apparent authorization” from the church by repudiating those acts “in a timely manner equal to the original actions” and taking steps “to ensure that such unauthorized actions do not recur.” 
	
	Prohibited

	
	
	

	Engaging in fund-raising on behalf of a candidate. 
	
	Prohibited

	
	
	

	Neutral voter registration drives. 
	
	Permitted

	
	
	

	Newspaper ads urging voters to vote for or against a candidate. 
	
	Prohibited

	
	
	

	Church websites that contain information either supporting or opposing candidates for public office. 
	
	Prohibited

	
	
	

	Church websites containing a link to candidate-related material, if the facts and circumstances indicate that one or more candidates are being supported or opposed. 
	
	Prohibited

	
	
	

	A minister who is well-known in the community attends a press conference at a political candidate’s campaign headquarters and states that the candidate should
	
	Permitted

	be reelected. The minister does not say he is speaking on behalf of his church. His endorsement is reported on the front page of the local newspaper, and he is identified in the article as the minister of his church. 
	
	 

	
	
	

	The Sunday before the November election, a minister invites a political candidate to preach to her congregation during worship services. During his remarks the candidate states, “I am asking not only for your votes, but for your enthusiasm and dedication, for your willingness to go the extra mile to get a very large turnout on election day.” The minister invites no other candidate to address her congregation during the campaign. 
	
	Prohibited

	
	
	

	A church maintains a website that includes biographies of its ministers, times of services, details of community outreach programs, and activities of members of its congregation. A member of the congregation is running for a seat on the town council. Shortly before the election, the church posts the following message on its website: “Lend your support to your fellow parishioner in Tuesday’s election for town council.” 
	
	Prohibited

	
	
	


5.3 Unrelated Business Activity 

Unrelated business activity is business carried on by the church that is not related to its primary purpose as stated in the bylaws.  The level of income from unrelated business activities must not be significant.  Although there are no established guidelines for maximum levels, many practitioners suggest 15-20% is the upper limit.  One solution is to create a subsidiary for-profit corporation.

The Unrelated Business Activity Test is:

a.  Is it carried on like a trade or business?

b.  Is it regularly carried on?

c.  Is it substantially related to organization’s exempt purpose?  For example: if a church sells advertising in their bulletin it is carried on like a trade or business (i) and it is regularly carried on (ii), and it is not substantially related to the organization’s exempt purpose (iii).  Therefore the selling of advertising is unrelated business activity.  On the other hand if a church sells T shirts with a Christian message in their book store it is carried on like a trade or business (i), it is regularly carried on (ii), but it is substantially related to the organization’s exempt purpose and thus fails the unrelated business activity test and is related business.  If you sell plain T shirts then it becomes unrelated business activity.

2. Unrelated activity is determined by the facts and circumstances.  For example, sale of T-shirts with a Christian message in the church bookstore is not considered unrelated, but the sale of plain T-shirts would be unrelated.

3. Debt Financed Income – If the church receives rental income from property that has acquisition indebtedness (mortgage) it is considered unrelated business income.  However, if the church owns the property free and clear the rental income is not unrelated business income.  Exceptions include:

a.  Neighborhood land rule, which broadly states that the property is going to be used for church purposes within the next 15 years.         

b.  Use by other exempt organizations

c.  Substantially nonprofit related use

4.  Non-educational Tours – If you charge people and you run a tour it must be substantially related to your exempt purpose.  If you go to a tourist attraction it may not be related, but a trip to the Holy Land would be related.

5.  Affinity Programs – Affinity programs are the use of an organization’s name for business activity.  An example would be a credit card with the church’s name on it or long distance telephone service where the church gets a royalty.  This is a gray area.  Royalties are not an unrelated business income.  If you let your mailing list be used and money comes in, is it royalty or unrelated business?  A key factor is how involved you are.  If you have just given out a list, that is a passive role.  If you actively indorse it, it may be unrelated business. 

6.  Parking Lot Rentals – If you rent out spaces in your parking lot during the week it is unrelated business activity.  If you rent out the entire lot to a parking lot company and they run it, it is not unrelated business activity unless the lot is debt financed.

7.  Rental, Royalty & Dividend Income – Rental income, other than debt financed, is not unrelated business income, nor is royalty income or dividend income from securities.  If you own a taxable subsidiary, dividends from it are not unrelated business income.  The key is that all activities are passive.

8.  Volunteer Work – If you are selling Christmas trees or Girl Scout Cookies and if the activity is carried out by volunteers it is exempt.  It is not regularly carried on and thus fails the above test.

9.  Sale of Donated Goods – Sales of donated goods are not taxable to the church.  This applies to your Thrift Store.

10.  Convenience of Members – A café in a church is related business because it is for the convenience of the members and staff, but it also cannot be in competition with local businesses (advertising).

11.  Sale of Mailing Lists – Sale of mailing lists between 501(c)(3)’s is exempt.

12.  Preschool – A preschool is exempt if it is used to facilitate childcare in a Christian environment with Bible stories and prayer.  If you generate income and don’t educate in a Christian manner it is unrelated business income.

13.  Unrelated Business Income Taxes 

a. Unrelated business income greater than $1,000 must file Federal and state corporate tax returns.

b. Revenue minus expense equals net income, which is taxable.

c. If you have a net loss you must file (Form 990T), but owe no tax.

d. Due date for filing is the 15th day of the 5th month after the end of the fiscal year.

6.0 Personal Tax Exemptions

6.1 How to Calculate Your Housing Allowance
The Housing Allowance permits you, as an ordained minister, to shelter that part of your income that provides for your housing expenses.  The Housing Allowance Worksheet (Exhibit 12) will assist you in calculating the appropriate amount of your salary that can be designated as Housing Allowance.  Once that is done the Church Board of Directors should determine your total compensation and what part of that will be housing allowance.  This action should be recorded in the board meeting minutes.  The current law limits housing allowance for those pastors who own their own homes to the lesser of either the fair market rental value of your home furnished including utilities or the actual cost of operating your home.  Costs for operating a home are mortgage payments, utilities, repairs, furnishings, insurance, taxes, additions and maintenance.  Housing expenses for ministers that are renting their home are all housing expenses (rent, utilities, furnishings  and insurance).
6.2 Becoming Exempt from Social Security
As a minister you are considered a dual status employee.  This means that you are considered self-employed in the performance of ministerial services for Social Security purposes and yet the IRS considers you an employee for tax purposes.

Form 4361 (www.irs.gov) includes a statement that, because of your religious principals, you are conscientiously opposed to accepting, for services performed as a member of the clergy, any public insurance (government insurance that makes payments in the event of death, disability, old age or retirement).  This includes public insurance established by the Social Security Act.  Your conscientious opposition must be based on your individual religious beliefs. Opposition based on general conscience or for financial reasons will not satisfy this requirement.  This is a decision that must be thought through carefully and the decision must be done prayerfully because it cannot be reversed.

The application for Exemption from Self-employment Tax (Social Security), Form 4361, must be filed by April 15th or if you have an extension, that date, for the second tax year in which you had net self-employment earnings of $400 or more from services as a minister (which includes housing allowance).  If this date is missed you have lost your opportunity forever.  Until you have filed Form 4361 and received a copy back marked “accepted” you are required to pay Self-Employment Tax on your housing allowance.  It would be to your benefit to read the appropriate sections in Income Tax Guide for Ministers and Religious Workers by B. J. Worth and Business Management in the Local Church by Pollock.

7.0 References
7.1 Books and CDs
Roberts Rules of Order – The Modern Version

Church & Clergy Tax Guide – Richard R. Hammer - Store.churchlawtodaystore.com
Business Management in the Local Church – Pollock

Income Tax Guide for Ministers and Religious Workers – B. J. Worth - www.worthfinancial.com
Unrelated Business Income and the Church, The concise and complete guide – Michael Batts
Board Member Orientation – Michael Batts

The Imperfect Board Member – Jim Brown

Good Governance for Nonprofits – Fredric L. Laughlin and Robert C. Andringa

Boards that Make a Difference – John Carver

7.2 Periodicals

Church Finance Today - Store.churchlawtodaystore.com
Church Law & Tax Report - Store.churchlawtodaystore.com
7.3 Organizations
Church Administrative Services
Ministry providing church administration assistance to the small Calvarys 

423-364-0311



Basic Church Administration Manual

ted@calvarychatt.com
Church Law & Tax Store

Church Law & Tax Report

store.churchlawtodaystore.com
Compensation Handbook for Church Staff






Internal Controls for Churches






Internal Controls for Church Finances
Worth Tax Service


Income Tax Law Book

www.worthfinancial.com

Tax Consulting Service

Compass



Personal Financial Tools

www.compass1.org


Small Group Materials

Barna Research Group



www.barna.org
Crown Financial Ministries 

Personal Finance Tools


www.crown.org


Career Tools

Exhibits
1. Articles of Incorporation

2. Bylaws

3. Count Sheet

4. Ministry Application Package

5. Ministry Application

6. Returned Check Letter (for tithe checks)

7. Returned Check Letter (for goods or services)

8. Petty Cash Log

9. Donation Tracking Form

10. Proposed Operating Budget

11. Proposed Capital Budget

12. Housing Allowance Worksheet
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Notes:















  Physical Assets valued over $500 require Pastoral approval.















  Accounting Department is to be notified of all gifts and follow up on the final disposition of assets for the purpose of accountability.















  All paper work must be completed before disposition.












