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PREAMBLE 

As a matter of fundamental principle, any nonprofit and philanthropic institution should adhere to the highest ethical standards because it is the right thing to do. As a matter of pragmatic self-interest, the institution should do so because constituency trust in its performance is the bedrock of its legitimacy as an institution. Donors and volunteers support these institutions because they trust them to carry out their missions, to be good stewards of their resources, and to uphold rigorous standards of conduct. 

Nonprofit and philanthropic institutions must earn this trust every day and in every possible way. But institutions are composed of people, and it is up to the people – governing parish council members, staff, and volunteers -- to demonstrate their ongoing commitment to core values of integrity, honesty, openness, and responsibility. 

Adherence to applicable laws and regulations, including the Charter of the Orthodox Church in America, the Statute of The Orthodox Church in America and the Bylaws of Holy Trinity Orthodox Church (HTOC), is the minimum standard of expected behavior. The Holy Trinity Orthodox Church’s administration must do more, however, than simply obey the law. It must ensure that what is done is consistent with the Parish's expectations of best available financial practices. Transparency, openness and responsiveness to the Parish’s concerns must be integral to its behavior. 

PERSONAL AND PROFESSIONAL INTEGRITY 
All members of the HTOC “Governance Body” shall act with honesty, integrity and openness in all their dealings as representatives of the OCA and, more specifically, Holy Trinity Orthodox Church. 

DOCUMENT OVERVIEW
Holy Trinity parish, in response to the continued growth and challenges of a dynamic parish, set out to define financial and governance best practices for our community.  The following document is a compilation of ideas from a number of sources and sets out a guide a set of policies and principles to guide our parish leadership.  This entire document should also be considered reviewable as the need arises.  Each portion has several parts; each offering guidance and best practices.

FINANCIAL ACCOUNTABILITY
RESPONSIBLE STEWARDSHIP 
The Parish is to manage its funds responsibly and prudently. This should include the following considerations: 

1.
The Parish budgets and expends funds to ensure effective accounting systems, internal controls, competent staff, and other expenditures critical to proper management 

2.
Restricted funds are used consistent with donor intent and in accordance with the budget and finance plans as approved by the Council.
3.
The Parish Council ensures that special collection funds are restricted for disbursement in accordance with donor intent.
4.
The Parish Council ensures that all spending practices and policies are documented and consistent with the officially adopted budget of the Parish. 

5.
The Parish Council ensures that proper procedures are in place and documented for financial and operational controls, e.g., opening of bank accounts, transfer of funds, engagement of legal and tax advice, signature authority, etc. 

6.
The Parish Council ensures that all financial reports are sufficiently detailed, factually accurate and complete in all material respects 

7.   The Parish regularly reviews the effectiveness of the various programs of the Parish and reports the results of those reviews together with recommendations to the Council.

BEST PRACTICE PRINCIPLES FOR FINANCIAL ACCOUNTABILITY 
Holy Trinity Orthodox Church as a parish in the Orthodox Church in America complies with applicable laws and regulations, including the Charter of the Orthodox Church in America and the Statutes of the Orthodox Church in America. As a non-profit organization, HTOC recognizes its responsibility to the recipients of its services, as well as to donors and regulatory agencies. The reputation of HTOC for responsibility, accountability, ethics and fair-dealing is of the highest importance. Should our reputation be compromised, substantial damage can be expected to the potential fulfillment of our mission. For this reason, utmost care and discipline must be exercised in the establishment of and adherence to the Church policies and procedures for financial accountability. 

As the Body of Christ, the Church must be truthful, as Christ is the Truth (John 14:6). We must be trustworthy for “it is required of stewards that they be found trustworthy.” (1 Cor 4:1-2) All must be open, as Jesus said: “There is nothing hid, except to be made manifest; nor is anything secret, except to come to light.” (Mark 4:22) We must be willing to be measured, as the Lord desired to measure Israel “Behold, I am setting a plumb line in the midst of my people Israel.” (Amos 7:8). 

Holy Trinity Orthodox Church has adopted these best practice guiding principles for financial accountability: 

Financial 
	Holy Trinity Best Practices

	Donor-restricted gifts:

1. Establish systems to adequately track donor-restricted gift revenue and related expenses.

2. The church will expend all donor-restricted gifts in compliance with written donor intent and Council acceptance. All gifts with contingencies need to be reviewed, understood and accepted by the Council at its discretion.

3. Maintain systems to provide project reports, including financial data and measurable results.

4. Regularly determine if donor-restricted funds have been used for operational purposes and make corrections in accordance with Best Practice direction.

Transparency:

Assure that all material related-party transactions are disclosed in the financial statements.

Other:

1. Properly document all fringe benefit plans and institute administrative policies to assure that all taxable fringe benefits are properly reported for tax purposes.

2. Establish and implement policies that provide clear guidance for paying or reimbursing expenses incurred when conducting business or traveling on behalf of the church, including the types of expenses that can be paid for or reimbursed and the documentation required.

3. Establish adequate internal controls, including controls designed to prevent or minimize fraud. For example, send bank and investment statements to a person who does not have accounting and investment responsibilities. 
4. Avoid loans or the equivalent to staff or board members.

5. Avoid permitting the use of church credit cards for personal purchases.




Stewardship

	Holy Trinity Best Practices

	Donor communication:

If a donor’s capacity or intent is unclear with respect to a gift, appropriate steps should be taken to clarify the issues.

Donor-restricted gifts:

1. Establish systems to adequately track donor-restricted gifts.
2. Accept donor-restricted gifts only if in compliance with the church’s restricted gift policies.

3. Refund restricted gifts to donors if the purpose of the gift cannot be fulfilled and the donor will not change or release the gift restriction.

4. Avoid all donor-restricted gifts having the characteristics of conduit or pass-through transactions.

Stewardship appeals:

Stewardship appeals and the related response vehicles should be closely monitored for consistency.

Communication and donor intent:

All statements made by Holy Trinity Orthodox Church in its stewardship appeals about the use of the gift must be honored by the church. The donor’s intent is related both to what was communicated in the appeal and to any donor instructions accompanying the gift. The church should be aware that communications made in stewardship appeals may create a legally binding restriction.

Acknowledgement of the receipts of gifts and pledges by the church is consistent with common stewardship practice.

Acting in the interest of the donor: 

The church must make every effort to avoid accepting a gift from or entering into a contract with a prospective donor which would knowingly place a hardship on the donor, or place the donor’s future well-being in jeopardy.

Tax-deductible gifts for a named recipient’s personal benefit: 

Tax-deductible gifts may not be used to pass money or benefits to any named individual for personal use without expressed approval by the Council and only if used for charitable purposes.  These instances of special need must be documented and retained based on the Document Retention Policy.

Other:

To respect the privacy of individual donors, donor names and contact information should not be sold or otherwise made available without prior permission of the donors, except where disclosure is required by law.




Transparency

	Holy Trinity Best Practices

	1. Periodically update donors of restricted gifts on the progress the church is making in utilizing their gifts to fulfill the restricted gift purpose(s).

2. Provide annual ministry reports to the parish of program accomplishments.

3. Distinguish between the importance of transparency of financial data and confidentiality of donor information.

4. The principle of transparency includes the Council receiving significant information and access to relevant materials when making decisions.




GOVERNANCE 
OPENNESS, COMPLETENESS AND DISCLOSURE 
The Parish Council provides accurate, comprehensive and timely information to the Holy Trinity Orthodox Church constituency. This includes information regarding: basic operations and financial data, including but not limited to membership figures, ministry group activities, results of special campaign collections and disbursements, approved budgets, program reviews, revenue/ expense stewardship versus budget, and financial statements. All financial, organizational, and program reports will be complete and accurate in all material respects. 

All assets of Holy Trinity Orthodox Church, including but not limited to that resulting from any and all donations, charitable trusts, and bequests, shall be appropriately documented and reported on the HTOC balance sheet, i.e., no “off-the-balance-sheet” accounts are allowed. In particular, no person or entity within the Parish will use the Parish Federal Exempt Status and/or Employee Identification Number (EIN) without written approval of the Treasurer. No account established using Parish Status or EIN will be “kept off” the Parish balance sheet. All activity in all accounts that utilize the above MUST be included in the HTOC financial statements. 

FUNDRAISING 
Holy Trinity Orthodox Church is truthful in its solicitation/special collection materials. Holy Trinity Orthodox Church respects the privacy concerns of individual donors and expends funds consistent with donor intent. Holy Trinity Orthodox Church discloses important and relevant information to potential donors. The donors shall be assured their gifts will be used for the purposes for which they were given and that information about their donations is handled with respect and with confidentiality to the extent provided by law.

ESTABLISH CLEAR AND DECISIVE FINANCIAL GOVERNANCE 
Holy Trinity Orthodox Church Parish Council recognizes that it is entrusted with responsibility for the proper and effective use of all assets for the administration and operation of the Parish. The Parish Council officers are elected by the parish to administer this responsibility between regular or special meetings of the parish.
Therefore, the Parish Council’s responsibilities include: 

1.
Ensuring that there are proper policies in place for ethics, conflict of interest, prevention and disclosure of fraud, records retention, and whistleblower protection; 

2.
Reviewing all financial statements and ensuring that they are clear, understandable and communicate proper information for adequate stewardship (e.g., segregated and reconciled by fund); 

3.
Reviewing budget comparisons and expense analyses; 

4.
Ensuring that those officers responsible for the preparation of the financial statements  certify the annual balance sheet, income statements and cash flow analysis for all Church funds (including endowments and charitable trusts) and fund flows; 

5.
Reviewing procedures for internal financial controls to ensure that they safeguard and protect the Parish’s assets; and 

6.
Reviewing compliance with all applicable laws and regulations and compliance with internal policies and procedures.
DESIGN AND IMPLEMENT APPROPRIATE FINANCIAL CONTROLS 
The fundamental principles that underlay appropriate financial controls are: 

1.
HTOC Accounting strives to be in conformity with Generally Accepted Accounting Principles (GAAP) for Not-for-Profit Organizations; 

2.
Internal controls should be documented in a procedures manual, including handling of incoming money or other assets and deposits thereof to the appropriate unrestricted / restricted / endowment / reserve fund, investment of assets, approval of all disbursements including petty cash and payroll, monitoring of expense accounts, etc., with adequate segregation of duties and corresponding checks and balances; 

3.
Funds must not be commingled, donor restrictions must be honored, and the use of funds must be documented with the appropriate level of approval; 

4.
A regular training program for relevant personnel should be available for both basic and refresher education on accounting and internal controls.
5.
A document retention and periodic destruction policy should be instituted; 

6.
Special attention should be paid to ensuring that “excess benefit transactions”
 do not take place and, if they do, to report these properly, per IRS regulations; and 

7.
Related party transactions must be properly documented and approved in advance by the appropriate level of authority. 

Best Practices for parish financial governance
These Best Practices have been developed using ECFA Standards and Best Practices as a guide.  The Best Practices are presented by topic. 
Governance

	Holy Trinity Best Practices

	Finances:

1. Council should understand the church’s financial health.

2. Council should ensure, by collaborating with the Rector, that the church has a clear financial plan that is aligned with strategic, operating, and stewardship plans.

3. In linking budgeting to strategic planning, the Council should approve the annual budget and key financial transactions, such as major asset acquisitions, that can be realistically financed with existing or attainable resources.

4. Utilize an audit committee, whose members have financial expertise, totally comprised of independent members to annually review the financial statements.

5. Conduct at least a portion of the Council meeting to review the financial statements. 

Minutes:

1. Properly document the proceedings of all Council and Council committee meetings in order to protect the church, and publicize these to the parish in accordance with the Parish Bylaws.
2. Council minutes should identify all voting Council members as present or absent to clearly document a quorum. Non-Council members in attendance should be recorded separately.

Policies:

1. Adopt appropriate policies including conflicts of interest (and approve all significant related-party transactions annually), whistleblower, accountable expense reimbursements, restricted gift acceptance, record retention, board confidentiality, donor confidentiality, and ownership of intellectual properties.

2. Regularly review Council policies to determine if revisions are needed.

3. Monitor church compliance with Council policies.

4. Include all Council policies in a policy manual. Update the policy manual as policies are added, deleted or modified.




ORTHODOX CHURCH IN AMERICA DONOR BILL OF RIGHTS 
Financial stewardship is a response to the biblical imperatives of both the Old and the New Testaments. The voluntary financial offerings of the faithful support the mission of the Church and the propagation of the Gospel. To ensure that financial stewardship merits the respect and trust of the faithful, and that donors and prospective donors can have full confidence in the administration of the Church and the work they are asked to support, we declare that all donors may reasonably expect: 

1.
To be informed of the Church’s mission, of the way the Church intends to use donated resources, and of its capacity to use donations effectively for their intended purposes. 

2.
To be informed of the identity of those serving on the Holy Synod of Bishops, the Metropolitan Council, and the administration of HTOC, and to expect those responsible to exercise prudent judgment in its stewardship responsibilities. 

3.
To be provided with a copy upon request of the church’s most recent financial statements. 

4.
To be assured their gifts will be used for the purposes for which they were given. 

5.
To receive appropriate acknowledgement and recognition. 

6.
To be assured that information about their donation is handled with respect and with confidentiality to the extent provided by law. 

7.
To expect that all relationships with individuals representing the Church to the donor will be professional and in keeping with the spiritual nature of the Church.. 

8.
To be informed about those individuals who are seeking donations and their relationship to the Administration of the Orthodox Church in America. 

9.
To have the assurance that mailing lists will not be shared with any organization outside of normal Church-related organizations. 

10.
To have the right to ask pertinent questions when making a donation and to receive prompt, truthful and forthright answers. 

Reference: Association of Fundraising Professionals, www.afpnet.org 

Holy Trinity Orthodox Church, as a parish of the Orthodox Church of America, agrees with these principles as outlined by the Orthodox Church of America.

ORTHODOX CHURCH IN AMERICA DOCUMENT RETENTION POLICY 
This Document Retention Policy provides minimum guidelines for mandatory document retention and is intended to reduce or eliminate the possibility of accidental destruction of documents. This policy assumes that full, complete, and comprehensive independent audits take place on an annual basis. Further, it is assumed that a more detailed definition of “important” will be developed, revised as necessary, and placed as an Addendum to this Policy. Other documents may be added to this list as deemed appropriate. 

	Type of Document 
	Minimum Requirement 

	Accounts payable ledgers and schedules 
	7 years 

	Audit reports 
	Permanently 

	Bank Reconciliations 
	7 years 

	Bank statements 
	7 years 

	Checks (for important payments and purchases) 
	Permanently 

	Contracts, mortgages, notes and leases (expired) 
	7 years from expiration 

	Contracts (still in effect) 
	Permanently 

	Correspondence (general) 
	2 years 

	Correspondence (legal and important matters) 
	Permanently 

	Correspondence (with customers and vendors) 
	2 years 

	Deeds, mortgages, and bills of sale 
	Permanently 

	Duplicate deposit slips 
	7 years 

	Employment applications 
	3 years 

	Expense Analyses/expense distribution schedules 
	7 years 

	Year End Financial Statements 
	Permanently 

	Insurance Policies (expired) 
	3 years from expiration 

	Insurance records, current accident reports, claims, policies, etc. 
	Permanently 

	Internal audit reports 
	Permanently 

	Inventories of products, materials, and supplies 
	7 years 

	Invoices (to customers, from vendors) 
	7 years 

	Minute books, bylaws and charter 
	Permanently 

	Payroll records and summaries 
	7 years 

	Personnel files (terminated employees) 
	7 years 

	Retirement and pension records 
	Permanently 

	Tax returns and worksheets 
	Permanently 

	Timesheets 
	7 years 

	Withholding tax statements 
	7 years 

	Workers’ Compensation records 
	Permanently 


Reference: National Council of Nonprofit Associations, www.ncna.org 
Holy Trinity Orthodox Church, as a parish of the Orthodox Church of America, agrees with these principles as outlined by the Orthodox Church of America.

Appendix

This appendix is for reference only

Original source documents have been included strictly for informational purposes.

ECFA STANDARDS AND BEST PRACTICES FOR CHURCHES

Holy Trinity Orthodox Church strives to meet the best practice standards of the ECFA (Evangelical Council for Financial Accountability), recognizing that HTOC does not have the financial resources to become an ECFA member and adhere to all standards.  Nonetheless, HTOC is pursuing these standards.  The following is the complete ECFA Standard.  It is for reference only.
The Standards

Accountability to God is vital, but people form their impressions of both people and

churches by looking at the outward appearances (1 Samuel 16:7). The basis for establishing

ECFA and developing Standards of Responsible Stewardship is stated clearly by the

Apostle Paul in 2 Corinthians 8:21 (NIV): “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.” Or, as the New American

Standard puts it in verses 20 and 21, “taking precaution that no one should discredit us

in our administration of this generous gift, for we have regard for what is honorable, not

only in the sight of the Lord, but also in the sight of men.” The Standards, drawn from

Scripture, are fundamental to operating with integrity.

The ECFA Standards are seldom changed, providing churches a steady baseline for consistent

application of the Standards. The brief statements included in the Standards have significant

implications; the Standards are simple but not simplistic. These are not Standards that allow

for grading on the curve. Rather, they are pass-fail Standards. If a church fails even one of the

Standards, it is disqualified from ECFA membership.

ECFA Seven Standards of Responsible Stewardship

Standard 1 – Doctrinal Statement – Every member shall subscribe to a written statement of

faith clearly affirming its commitment to the evangelical Christian faith and shall conduct its

financial and other operations in a manner which reflects those generally accepted biblical

truths and practices.

Standard 2 – Board of Directors and Financial Oversight – Every member shall be governed

by a responsible board of not less than five individuals, a majority of whom shall be

independent, which shall meet at least semiannually to establish policy and review its

accomplishments. The board or a committee consisting of a majority of independent members

shall review the annual financial statements and maintain direct communication between the

board and the independent certified public accountants.

Standard 3 – Financial Statements – Each member is required to submit complete and

accurate financial statements. Accredited members must submit an annual audit performed by

an independent certified public accounting firm in accordance with U.S. generally accepted

auditing standards (GAAS) with its financial statement prepared in accordance with U.S.

generally accepted accounting principles (GAAP). ECFA policies may allow for an alternate

category of membership that does not require audited financial statements, in which case the

member must submit financial statements (with disclosures) prepared either in conformity with

U.S. GAAP or the modified cash basis of accounting in which financial statements are either

compiled or reviewed by an independent certified public accounting firm.

Standard 4 – Use of Resources – Every member shall exercise the management and financial

controls necessary to provide reasonable assurance that all resources are used (nationally and

internationally) in conformity with applicable federal and state laws and regulations to

accomplish the exempt purposes for which they are intended.

Standard 5 – Financial Disclosure – Every member shall provide a copy of its current

financial statements upon written request and provide other disclosures as the law may require.

If audited financial statements are required to comply with Standard 3, they must be disclosed

under this Standard. A member must provide a report, on written request, including financial

information, on any specific project for which it is soliciting gifts.

Standard 6 – Conflicts of Interest – Every member shall avoid conflicts of interest.

Transactions with related parties may be undertaken only if all of the following are observed: 1)

a material transaction is fully disclosed in the audited financial statements of the member; 2)

the related party is excluded from the discussion and approval of such transaction; 3) a 

competitive bid or comparable valuation exists; and 4) the member’s board has acted upon and

demonstrated that the transaction is in the best interest of the member.

Standard 7 – Fund-Raising – Every member shall comply with each of the ECFA Standards

for fund-raising:

7.1 
Truthfulness in Communication:  All representations of fact, description of the financial condition of the member, or narrative about events must be current, complete, and accurate. References to past activities or events must be appropriately dated. There must be no material omissions or exaggerations of fact or use of misleading photographs or any other communication which would tend to create a false impression or misunderstanding.

7.2 
Communication and Donor Expectations:  Fund-raising appeals must not create unrealistic donor expectations of what a donor’s gift will actually accomplish within the limits of the member’s ministry.

7.3 
Communication and Donor Intent:  All statements made by the member in its fundraising appeals about the use of the gift must be honored by the member. The donor’s intent is related both to what was communicated in the appeal and to any donor instructions accompanying the gift. The member should be aware that communications made in fund-raising appeals may create a legally binding restriction.

7.4 
Projects Unrelated to a Ministry’s Primary Purpose:  A member raising or receiving funds for programs that are not part of its present or prospective ministry, but are proper in accordance with its exempt purpose, must either treat them as restricted funds and channel them through an organization that can carry out the donor’s intent or return the funds to the donor.

7.5 
Incentives and Premiums:  Members making fund-raising appeals which, in exchange for a contribution, offer premiums or incentives (the value of which is not insubstantial, but is significant in relation to the amount of the donation) must advise the donor of the fair market value of the premium or incentive and that the value is not deductible for tax purposes.

7.6 
Financial Advice:  The representative of the member, when dealing with persons regarding commitments on major estate assets, must seek to guide and advise donors so they have adequately considered the broad interests of the family and the various ministries they are currently supporting before they make final decisions. Donors should be encouraged to use the services of their attorneys, accountants, or other professional advisors. 

7.7 
Percentage Compensation for Fund-raisers:  Compensation of outside fund-raising consultants or a member’s own employees based directly or indirectly on a percentage of charitable contributions raised is not allowed.

7.8 
Tax-deductible Gifts for a Named Recipient’s Personal Benefit:  Tax-deductible gifts may not be used to pass money or benefits to any named individual for personal use. 

7.9 
Conflict of Interest on Royalties:  An officer, director, or other principal of the member must not receive royalties for any product that the member uses for fundraising or promotional purposes.

7.10 
Acknowledgment of Gifts-in-Kind:  Property or gifts-in-kind received by a member should be acknowledged describing the property or gift accurately without a statement of the gift’s market value. It is the responsibility of the donor to determine the fair market value of the property for tax purposes. The member may be required to provide additional information for gifts of motor vehicles, boats, and airplanes.

7.11 
Acting in the Interest of the Donor:  A member must make every effort to avoid accepting a gift from or entering into a contract with a prospective donor which would knowingly place a hardship on the donor, or place the donor’s future wellbeing in jeopardy.

Best Practices

While the ECFA Standards are fundamental to the accountability process, they are only a starting point—an entry level—to operating a church with integrity.

In addition to the Standards, ECFA has developed a series of best practices which encourages member churches to strive for ever higher levels of excellence.

Best practices are always relative. To determine which practices are “best” for your church, you must first identify what results your church is trying to achieve.

This document combines the ECFA Standards and recommended best practices in outline form for easy reference.

Doctrinal Issues

	ECFA Standards require:
	Best Practices

	• Members subscribe to a written

statement of faith affirming

commitment to the evangelical

Christian faith (Standard 1).

• Members conduct financial and

other operations in a manner which

reflects those generally accepted

biblical truths and practices

(Standard 1).


	• Periodically review the church’s statement of faith and

reaffirm a clear commitment to this statement.

• Devise methods to confirm that the financial and

other operations of the church are conducted in a

manner which reflects generally accepted biblical

truths and practices.




Governance

	ECFA Standards require:
	Best Practices

	• Minimum board size of five  Standard 2).

• An independent board (Standard 2).

• Board must meet at least two times 

annually (Standard 2).

• Board or an independent board committee shall review the annual audit and meet at least annually with the independent certified public accountants (Standard 2).

• Board must engage an independent

certified public accountant to annually perform a GAAS/GAAP audit for accredited membership or a compilation or review for affiliate membership (Standard 3).

• Board must determine reasonableness of Senior Pastor compensation  (Standard 4).

• Board must assure that the church is avoiding conflicts of interest (Standard 6).


	Charters:

• Develop and maintain a charter for the board, as well as for each board committee.

Corporate bylaws:

• Routinely compare board actions and church bylaws.

• Periodically review organizational and governing documents.

Evaluations:

• Use routine and periodic board self-evaluations to improve meetings, restructure committees, and address individual board member performance.

Finances:

• Board should understand the church’s financial health.

• Board should ensure, by collaborating with the Senior Pastor, that the church has a clear financial plan that is aligned with strategic, operating, and stewardship plans.

• In linking budgeting to strategic planning, the board

should approve the annual budget and key financial

transactions, such as major asset acquisitions, that can be realistically financed with existing or attainable resources.

• Utilize a committee, whose members have financial

expertise, totally comprised of independent members

(Standard 2 only requires a majority of independent members) to annually review the financial statements.

• Conduct at least a portion of the committee meeting to review the financial statements with the accounting firm in the absence of staff. If the board handles the financial review function, staff should be recused from the portion of the meeting with the representative(s) of the accounting firm.

• Request the periodic rotation of the lead or review partner, if this is feasible for the accounting firm.

• Obtain competitive fee quotes every few years. If the accountants are independent, providing quality service at competitive fees, it is generally wise to continue with the current accounting firm.




Governance (cont’d.)
	
	Best Practices

	
	General:

• Board time should be spent on governance, not on management issues.

• Board committees are formed to improve the quality of governance.

Minutes:

• Properly document the proceedings of all board and board committee meetings in order to protect the church.

• Board minutes should identify all voting board members as present or absent to clearly document a quorum. Non-voting board members and non-board members in attendance should be recorded separately.

Mission statement:

• Develop a mission statement, putting into words why the church exists and what it hopes to accomplish.

• Regularly reference the church’s mission statement to assure that it is being faithfully followed.

• Have the courage to refocus the mission statement, if appropriate.

Philosophy statements:

• Adopt a stewardship philosophy statement.

• Adopt an compensation philosophy statement for the Senior Pastor.

• Adopt the Biblical Principles for Stewardship and Fundraising issued by ECFA and Christian Stewardship Association (CSA). (Contact ECFA for a complimentary copy.)




Governance (cont’d.)
	
	Best Practices

	
	Policies:

• Adopt appropriate policies including conflicts of interest (and approve all significant related-party transactions annually), whistleblower, accountable expense reimbursements, restricted gift acceptance, record retention, board confidentiality, donor confidentiality, and ownership of intellectual properties.

• Regularly review board policies to determine if revisions are needed.

• Monitor church compliance with board policies.

• Include all board policies in a policy manual. Update the policy manual as policies are added, deleted or modified.

Senior Pastor compensation:

• Reasonableness of the Senior Pastor compensation

should be based on appropriate data regarding

comparable compensation under IRS regulations.

• Approve and document appropriate Senior Pastor

compensation and fringe benefits.

Strategic thinking:

• Regard strategic thinking as part of ongoing board work rather than a periodic exercise.

• Provide time for strategic thinking by moving away from report-driven meetings and following agendas of only a few issues with rich debate.

Vision statement:

• Develop a vision statement, communicating a compelling and inspirational hope for the future of the church.




Transparency

	ECFA Standards require:
	Best Practices

	• Church must provide a copy of the most recent annual financial statements to any requester. Accredited members must provide audited financial statements. Affiliate members must provide reviewed or compiled financial statements (Standard 5).(1)
• Church must provide a report, including financial information, on any specific project for which a church is soliciting gifts (Standard 5).(1)
(1) These provisions exceed the requirements of federal law.


	• Periodically update donors of restricted gifts on the progress the church is making in utilizing their gifts to fulfill the restricted gift purpose(s).

• Provide reports of program accomplishments.

• Distinguish between the importance of transparency of financial data and confidentiality of donor information.

• The principle of transparency includes the board receiving significant information and access to relevant materials when making decisions.




Conflicts of Interest

	ECFA Standards require:
	Best Practices

	• Churches must avoid conflicts of interest. Related-party transactions may be undertaken only if all of the following are observed:

(1) a material transaction is fully disclosed in the audited financial statements of the church;


(2) the related party is excluded from the discussion and approval of such a transaction;

(3) a competitive bid or comparable valuation exists;

(4) the church’s board has acted upon and demonstrated that the transaction is in the best interest of the church (Standard 6).(1)
(1) This Standard exceeds the requirements of federal law.


	• A conflict-of-interest policy relating to the governing board and key church staff should be adopted.

• The governing board and key church staff should document annually any potential related-party transactions.

• All significant related-party transactions should be initially approved and, if continuing, re-approved annually by the board.


Financial

	ECFA Standards require:
	Best Practices

	• Church must exercise the management and financial controls necessary to provide reasonable assurance that all resources are used (nationally and internationally) in conformity with applicable federal and state laws and regulations to accomplish the exempt purposes for which they are intended (Standard 3).

• Accredited members must obtain an annual audit performed by an independent certified public accounting firm in accordance with auditing standards generally accepted in the

U.S. (GAAS) with its financial statements prepared in accordance with accounting principles generally accepted in the U.S. (GAAP) (Standard 3).(1)
• Affiliate members must obtain financial statements (with disclosures) prepared either in conformity with U.S. GAAP or the modified cash basis of accounting in which financial statements are either compiled or reviewed by an independent certified public accounting firm.

(1) This provision exceeds the requirements of federal law.


	Donor-restricted gifts:

• Establish systems to adequately track donor-restricted gift revenue and related expenses.

• Expend all donor-restricted gifts under the discretion and control of the church, avoiding all earmarked gifts, and clearly communicate these policies to donors.

• Maintain systems to provide project reports, including financial data and measurable results.

• Apply overhead charges to restricted gifts based on cost analyses only. Overhead charges applied should not exceed actual overhead expenses.

• Regularly determine if donor-restricted net assets have been used for operational purposes.

• Although borrowing restricted net assets should be avoided, if significant short-term borrowing occurs, the board should be informed and provide adequate oversight.

Transparency:

• Assure that all material related-party transactions are disclosed in the financial statements.




Financial (cont’d.)
	
	Best Practices

	
	Other:

• Properly document all fringe benefit plans and institute administrative policies to assure that all taxable fringe benefits are properly reported for tax purposes.

• Establish and implement policies that provide clear guidance for paying or reimbursing expenses incurred when conducting business or traveling on behalf of the organization, including the types of expenses that can be paid for or reimbursed and the documentation required.

• Provide adequate due diligence for funds (cash or noncash) utilized internationally, whether expended by the church or through other organizations or individuals, with particular care provided for gifts or grants to non-501(c)(3) entities.

• Establish adequate internal controls, including controls designed to prevent or minimize fraud. For example, send bank

and investment statements to a person who does not have accounting and investment responsibilities.

• Concentrate fraud-prevention efforts wherever supervision and control are at a minimum—such as at events or programs conducted remotely from a church.

• Avoid loans or the equivalent to staff or board members.

• Avoid permitting the use of church credit cards for personal purchases.




Stewardship

	ECFA Standards require:
	Best Practices

	• Truthfulness in communication: In stewardship communications, all representations of fact, description of the financial condition of the church, or narrative about events must be current, complete, and accurate. References to past activities or events must be appropriately dated. There must be no material omissions or exaggerations of fact or use of misleading photographs or any other communication which would tend to create a false impression or misunderstanding.

• Communication and donor expectations: Stewardship appeals must not create unrealistic donor expectations of what a donor’s gift will actually accomplish within the limits of the church’s ministry.

• Communication and donor intent: All statements made by the church in its stewardship appeals about the use of the gift must be honored by the church. The donor’s intent is  related both to what was communicated in the appeal and to any donor instructions accompanying the gift. The church should be aware that communications made in stewardship appeals may create a legally binding restriction.

• Projects unrelated to a ministry’s primary purpose: A church raising or receiving funds for programs that are not part of its present or prospective ministry, but are proper in accordance with its exempt purpose, must either treat them as restricted funds and channel them through an organization that can carry out the donor’s intent, or return the funds to the donor.

• Incentives and premiums: Churches making

stewardship appeals which, in exchange for a contribution,

offer premiums or incentives must advise

the donor of the fair market value of the premium or

incentive and that the value is not deductible for tax

purposes.
	Donor communication:

• Regularly compare all stewardship solicitations with the church’s stewardship philosophy.

• Advise donors of the charitable contribution consequences of quid pro

quo transactions even when such advice is not required by law.

• If a donor’s capacity or intent is unclear with respect to a gift, appropriate steps should be taken to document the issues.

Donor-restricted gifts:

• Establish systems to adequately track

donor-restricted gifts.

• Accept donor-restricted gifts only if in

compliance with the church’s restricted gift policies.

• Refund restricted gifts to donors if the purpose of the gift cannot be fulfilled and the donor will not change or release the gift restriction.

• Avoid all donor-restricted gifts having

the characteristics of conduit or pass-through transactions.

Stewardship appeals:

• Stewardship appeals and the related response vehicles should be closely monitored for consistency.




Stewardship (cont’d.)
	ECFA Standards require:
	Best Practices

	• Financial advice: The representative of the church, when dealing with persons regarding commitments on major estate assets, must seek to guide and advise donors so they have adequately considered the broad interests of the family and the various ministries they are currently supporting before they make final decisions. Donors should be encouraged to use the services of their attorneys, accountants, or other professional advisors.

• Percentage compensation for stewardship personnel: Compensation of outside stewardship consultants or a church’s own employees that is based directly or indirectly on a percentage of charitable contributions raised is not allowed.

• Tax-deductible gifts for a named recipient’s personal benefit: Tax-deductible gifts may not be used to pass money or benefits to any named individual for personal use.

• Conflict of interest on royalties: An officer, director, or other principal of the church must not receive royalties for any product that the church uses for stewardship or promotional purposes.

• Acknowledgment of gifts-in-kind: Acknowledgments

of property or gifts-in-kind received by a church should describe the property or gift accurately without a statement of the gift’s market value. It is the responsibility of the donor to determine the fair market value of the property for tax purposes. The church may be required to provide additional information for gifts of motor vehicles, boats, and airplanes.

• Acting in the interest of the donor: A church must make every effort to avoid accepting a gift from or entering into a contract with a prospective donor which would knowingly place a hardship on the donor, or place the donor’s future well-being in jeopardy. 


	Other:

• Generate compensation arrangements for stewardship personnel (internal and external) based on merit. Pay-for-performance plans may be structured if it avoids compensation based on percentage of gift amounts.

• To respect the privacy of individual donors, donor names and contact information should not be sold or otherwise made available without prior permission of the donors, except where disclosure is required by law.




� An excess benefit transaction is a transaction in which an economic benefit is provided by an applicable tax-exempt organization, directly or indirectly...and the value of the economic benefit provided by the organization exceeds the value of the consideration received by the organization.
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