Diocese of Rockford

Parish Administrative Best Practices Guide

Office of Internal Audits

11/08/2023 Revision
Updates 07/28/2023 Version






Table of Contents

TADIE OF CONENTS ...ttt ettt bbbt b e nes [
A) CASH RECEIPTS & COLLECTIONS ..ottt 1
1. Collection and Counting Practices (04/20/2020) .........cccveiueiiieieeieiie e eie e 1
2. Best Practices for Handling Other Parish Income (04/20/2020).........cccoooviieiienenieiieieeenn 2
3. Income Documentation Standards (04/14/2021).......cccccvueiieieiieeie e 3
Sample Event Counting SNEEL.........coiiiiie e 5
4. All Souls / Father’s & Mother’s Day Mass Offerings ........cccccvcvvviiiiiiieniiiesiie e 7
5. PayPal / Square Account Precautions (07/24/2019) ........ccceveieiiinieiieneee e 7
6. School Tuition Processing Guidelines (05/03/2018) ........ccccoceiieieeieiieie e 8
7. Internal Controls for Fundraisers (05/18/2020) ........cccoeiiieieiiiiiisieeeeee e 11
8. Votive Candle Income Handling (01/10/2022) .........cccvevueiieieeieieece et 14
9. Vending Maching CONIOIS ..........ouiiiiiiiieiii e 15
10. Donated Financial Securities and Grain Receipts (04/24/2020) .........cccccovveveiivevieiiesinennnns 18
11. Donation Acknowledgments (01/27/2022) .........ccuouiieieieiiieieie e 18
12. Reporting Donation Restrictions (01/06/2023) .........ccceieeieiieieerie e esie e 21
13. Offering Envelopes and Second Collections (11/06/2018).........c.ccccvierieicienencneneneniens 22
14. Tickets for Sporting and Other EVENTS.........ccocoiiiiiiiic e 23
B) CASH DISBURSEMENTS & BANKING ......ccoiiiiiitceeieeese e 26
1. Checking Accounts — General (04/20/2020) .........ccueiiiiiieeieiie e 26
2. Old, Outstanding Checks (04/14/2020)..........ccouruiieieieieie ettt 27
Sample Old Check INQUITY LELEEI........ccviiieieee ettt 28
3. Old, Outstanding Deposits (03/03/2017) .....coiuiiiirieieieie et 29
4. Petty Cash Operation (04/20/2020)..........cceiieieaieiieie et 29
5. Backup Signers on Checking Accounts (11/04/2021) .......cccoceieiiiiiinieeieieiese e 31
6. Religious Priest Payments Should be Paid to Order ..........c.cccvevveiievieie e 31
7. Parish Credit Card Guidelines (04/28/2020) ..........ccooueieieiiieneiisiesieeeee e 32
8. BANK DEDIt CarUS ...c.eouveviiieiiieieeie ettt ettt nnenne s 33
9. Disbursement Documentation STaNdards ............ccooueeeieieieiene i 34
10. Employee Mileage / Expense Reimbursement (04/20/2020)........ccccoevvveieevieineieciieseennns 34
FOr eXpense reiMBDUISEMENTS: ..ot 34
For mileage / travel reimbUrSEMENt: ..........coviii i 35
Sample Disbursement REQUEST FOIM ........oouiiiiiiiiiiiiieeeee s 36
Sample Mileage ReimbursemMent FOMM ..........coiiiiiiiie e 37
11. Priest Business & Professional and Table Reimbursements (06/24/2023) ...........cccccevenen. 38
12. Disbursement Processing Best Practices (05/18/2020)..........cccceivveiieiiieiie e 38
13. Security of Blank Check Stock (04/20/2020) .........cuourieieiieieieiie s 40
14. Do Not Sign Blank Checks (03/26/2018) ........cccveiieiieeiieiiee et 41
15. Signature Stamps & Scanned Signatures Prohibited (03/23/2018).......cccccccccvviveviviiieiinennnns 41
16. Avoid Checks Written t0 CASH 0F BaNK ..........oocviiiiiiiieiiie e 41
i

Back to Top



17. ACH Electronic Payment Precautions (11/02/2020) ........cccoveiieeieiiiesieeie e seesie e e 42

18. Bank Statement CUt-Off DAte .........c.cocveiiiiiiiiie e e 42
19. Reconcile Advances & Scrip Cards Used by Parish or School (11/27/2017).........ccccoveue... 43
20. School Activity ACCOUNES (05/26/2017)...cccceiueiieiieiieeie et 43
21. Deposit Surplus Funds in DIAL (02/15/2017) .....ccuciviieiieii e 44
22. Loans to Individuals or Other Entities (05/18/2020) .......ccccceveiiimninieiieneee e 44
23. Charity Plates for Parish Vehicles (05/05/2017) .....cccccceiieiiiieiieie s 44
24. Electronic Payments Bank “Clearing” Account (11/30/2022).......ccccccviiiiiiiiiiiciiciinnenn 44
25. Prompt Bank Account Reconciliation (08/02/2018)..........cccvevviieiieiieiieie e 47
C) PAYROLL & HUMAN RESOURCES.........ccciiiiitiieieieeie et 48
1. Exempt versus Nonexempt Workers (05/18/2020).........cccueiviieieeieiiiesieese e e e see e 48
2. Pay FrequencCies (06/02/2017)......cueeieeiieeiesieeie ettt 50
3. Employment Law Posters (09/12/2018)........c.ccviiiiieieeieiieie e steese e se e sie e 50
4. Employee Timesheets (05/18/2020).......cc.ociieiiriiiiieieierie et 50
5. Appreciation Payments (11/08/2023).........cccveiiiiieiieeie et 51
6. Pastor Approval of Payroll...........cooiii e 52
7. Pastor Approval of Payroll Changes ..........cccueiviieiieie et 53
8. Sacramental Stole FEes (10/18/2017).....c.cciiiiiiiiieieieeie ettt 53
9. Complete and Document Employee Reviews (03/24/2021) ........cccccvveveiieeieeiesieeie e 53
10. Employee Job Descriptions (08/01/2017) .......ccviirerieieieienie et 54
11. Paid TImMe-Off TraCKing ........ccoveiieiiieiiiie st ne s 55
12. Annual Vacations for Fiscal Staff ... 55
13. Forms 1-9 and W-4 are Required for All Employees (03/24/2021) ........ccccocevvveviveiveinennnns 55
14. W-2 Worksheets for Visiting Priests (02/24/2017) .......ccoeoeiiiiiiiiiiiieeenese e 56
15. Contractor / Employee Classification (07/28/2023)........ccccvcveiiieiieieieeie e 56
16. Barter Transactions (08/25/2017).......ccuuiieieiiiiiesiieee et 59
17. Referral Bonuses are Taxable Income (05/15/2019)........c.cccvoieiieiiiiieiieie e 59
18. Unemployment Separation FOrm (10/12/2022) .........ccoeiiieiiiiiiiiieeieeesese e 60
19. Volunteering Requirement for Financial Assistance or Tuition Reduction........................ 60
20. Employee Handbook (02/20/2018) ........ccoiiiiiiiiieieieiesie ettt 60
21. Tax Treatment of Donations Made by Priests (11/08/2019).........cccccccvvvieveeveiieeseecieceee 61
D) AUXILIARY GROUPS ...ttt sttt ne st e sreeneene e 62
1. SUPPOIt SOCIELY GUIABTINES .....cveivieiieecie ettt ettt ae e sbe e 62
Policy #3540 — Auxiliary SUPPOIT GrOUPS ........coviiriirieieiesie st 62
Appendix #3540 — FUNCTIONING OF AUXILIARY SUPPORT GROUPS .................... 63
2. Sports Programs Should be Operated by the School (05/30/2017)........ccccvvvevviiencverieneene. 64
E) COMPUTERS & ELECTRONIC DEVICES........ccoo ittt 65
1. Computer Data BaCKUP SAFELY ........cuiiiiiiiieiiie e 65
2. Computer Hardware PrOtECHION.........c.uoiieiiie ittt 66
3. QUICKBOOKS / COMPULET PASSWOITS ......c.eiiiiiiiiiieiiieiieieie ettt 66
4. Online Storage of Parish Dat@...........cooviiiiiiiiiiccic et 67
5. ANLI-VITUS SOTIWAIE ......eeuieieieie ettt e e te e neenaeenaeeneenns 68
F) CEMETERIES ..ottt ettt ettt et e e naententenbeene e 69
1. Cemetery AdmINistration Of BUIIAIS ...........ooo i 69
ii

Back to Top



2. Income Care FUNds (05/01/2019).......ccciiiiiieiieie ettt nas 70

3. lllinois Cemetery Law Compliance (04/06/2020)..........cccererereriniiisieieienie e 71
G) TAX & GOVERNMENTAL ISSUES ......ooiiieee s 72
1. Quid-Pro-Quo Donation Notification (08/07/2017).......c.cccuriiieiiieiiiieneese e see e 72
IRS Rules for Quid-Pro-Quo NOtITICAtION...........ccoveiiiiiiece e 72
Quid — Pro — QUO Sample DISCIOSUIE.........ciieiiiieiieie et 75
2. BINGO (08/0L/2017) .ottt bbbttt bbb ene s 76
3. Raffle LiCENSES (O7/1AI20L7) c.veueieeiieeie ettt sttt 76
4. W-2G Required for Certain Raffle Winners (04/14/2023) .......cccooveviveveiieieeie e 76
5. Tax Effect of Donating a Raffle Prize (04/21/2020).........cccovoiiiiiiienieie e 77
6. IRS Contractor Reporting Requirements (05/13/2020) .......cccoovueieereeiieseeseeieseesie e s 78
7. Paying Priests / Contractors from Foreign Countries (04/22/2020).........cccccevviveneniennennne. 80
8. Sales Tax Liability fOr FUNArAISEIS .........ccuviieiiiiie et 80
EXCEPTION L.ttt e bbb 81
(=] o £ ] T 1 OSSPSR 81
EXCEPLION T ..ottt sb e ene s 81
(=] 1 ] T AV OSSPSR 82
EXCEPLION V bbbttt 82
(=] 1 0] 1 YA SRR ROPPS 82
EXCEPLION VI ..ttt bt 83
9. Unrelated Business Income Tax (UBIT) (05/26/2017)......c.cccueveiieeiieeieiieie e 86
10. Fundraising Proceeds Directed to an Individual’s Required Payment..............ccccovviinnnne. 87
11. Fundraising Events / Gifts to Benefit Individuals (08/01/2017) .......c.cccceevvevieiveveiiiesienns 87
L DTS AN 1 USSP 89
1. Emergency Action Plans (01/18/2021) ......cccccviieiieiieie et 89
2. Safe Environment Tasks and Record-Keeping (03/22/2021) .......cccooueeeiieieieneniieneneeiens 89
3. Contractor Liability Insurance CertifiCates...........ccoveiiivieiiiie e 90
4. Proof of Insurance for Rentals (07/19/2017)......cccuoiiiiiiiiiieie et 90
5. Use of Volunteers (05/18/2020) ..........cciiieiieie ettt 90
6. 15 Passenger Vans Prohibited (04/21/2020) .........ccuoueieieiiieieiisesieeeeeee e 91
[) OTHER TOPICS.....oeeeeie ettt sttt et e s e e s et eseenbenbesbeaneaneas 92
1. Finance CouncCil By-Laws and DULIES...........cooiiiiiiiiinieeie e 92
2. Finance Council Meeting MINULES ..........coviiiiiiiiieieecie et 92
3. Segregation Of DULIES .........ccuiiiieieieie ettt bbbt sneene s 92
4. Finance Council Review of Bank Reconciliations (02/24/2021).......c.ccccccceevveviviieiveieannnn, 94
Bank Statement ReVIEW GUIAEIINES .........cccviiiiiieiecie e 94

5. Financial Report t0 PariShIONEIS .........cciiiiiicciecie sttt 95
6. Journal ENtry DOCUMENTATION. ......c..oiiiiiiiiiitiiti st 95
7. Sacramental and Cemetery Record Safety ..........cccovviiiieiiiiiic e 96
8. Pro-Synodal REPOITING .......ccuiiiiiiieieiieite ittt bbbttt ene s 96
9. Permission for Projects in Excess of $12,500 (02/06/2019) ........c.cccovuevueriereneneneneseseanens 97
10. Copyrighted WOrks (03/09/2020) .......cueiueierienieiisiesiieie ettt 98
11. Priest Move Checklist (01/11/2022) ......ccoueiiveiiiiee et 100

iii

Back to Top



A) CASH RECEIPTS & COLLECTIONS

1. Collection and Counting Practices (04/20/2020)

Sunday offertory donations represent a major source of support for the parish. Accordingly,
great diligence should be exercised in handling and processing these funds.

Best Practice procedures:

Back to Top

A group of Diocesan Business Managers has developed a “Counter’s Manual”
that is a great resource for counter training. This guide can be found at the
Diocesan website at rockforddiocese.org/pdfs/internal-audit/Counter-Manual.pdf

Collection proceeds should be counted and deposited as soon as possible after
Mass.

Parishes must store collection funds in a secure location. A drop safe that is
secured (bolted) to the floor is the best choice. Hiding the safe in a vestment
closet or other location that is “out-0f-sight” can also enhance the safety of the
funds.

Parishes should recruit and adequately train volunteers from the parish to act as
counters. Parish staff can be used to train and supervise the volunteers, but
generally should not be a part of the counting and/or deposit (bank transport)
process. This is especially true for parish fiscal staff.

Counters should work in relatively close proximity to each other and not be
spread out in the counting area. One large table shared by all counters can
generally provide enough room while maintaining closeness.

Best practice asks that the volunteer counters should process ALL income
received in the collection. This includes Diocesan Stewardship, Diocesan
periodic collections, votive candle donations, and other items received in the
collection. (Mass intentions could be forwarded to the staff member who handles
them.) Counting teams should be well trained to accurately segregate these
envelopes, count and segregation the income, and deposit the money while giving
the verified envelopes to the bookkeeper or business manager for recording and
transmittal. If the regular counting team cannot stay to process special
collections, perhaps two to three different volunteers could be recruited and
trained to handle this task.


http://www.rockforddiocese.org/pdfs/internal-audit/Counter-Manual.pdf

e Access to the unassigned tamper-evident bags or bag log sheet should be limited
to staff members who do not have access to the location where the filled bags are
stored. Perhaps the previous week’s counting team can prepare the next week’s
bags for Masses and complete the log sheet.

e All envelope donations must be promptly recorded in PDS, ParishSoft, or some
other electronic data tracking system. This information should be balanced to the
deposit ticket, deposit summary, and bank receipts for each deposit. An important
internal control requires that deposit information should match PDS donor
information for contributions made by envelope. Please compare the PDS batch
report to the envelope donations recorded on the tally sheets to make sure that
they match. Loose checks from parishioners should be entered as a separate
batch. Individual Masses could be entered as separate batches to help detect entry
errors.

e Date all envelopes from a particular collection date as of the collection date, not
necessarily the date of the envelope. If a parishioner provides several weeks’
worth of envelopes on one Sunday, all envelopes should be dated with the date
received, even if there are many different envelope dates in that collection.

e Parishes should send contribution statements to parishioners on a periodic basis,
but at least annually. To help “close the loop” on parishioner contributions, the
criteria for sending a statement should be reasonable to help the parish save on
postage expense, while still allowing for many parishioners to receive a statement.
Consider mailing (or emailing) statements automatically for all parishioners who
give $250 or more per year. Statements should include a notation such as “This
statement is for your records. Please examine it carefully. Ifit doesn’t agree
with your records, please contact the pastor directly.” (See Topic A-11) Others
can be sent on request.

e If locking bags are used to hold funds at any point in the process, either two
people must be with the bag or the bags should be locked AND anyone who has
access to the locked bag should not have access to a key to open the bag. If
someone has access to the bag and the key, (even though they may be in different
areas), the bag cannot be assumed to be secure.

2. Best Practices for Handling Other Parish Income (04/20/2020)

e All money received, no matter its form, must be handled in a safe and secure
manner. The collection counting practices above are also applicable to other
income received at the parish.
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e Cash should never be left unattended in an open area regardless of the amount of
cash or time left alone.

e The employee responsible for opening the mail should prepare a log of all money
received that lists the date, payer, amount, form (cash, check, etc.) and a note
about its purpose if available. This log is updated while the mail is opened or
when the money is otherwise received and should be totaled by bank deposit.

e The person opening mail or receiving money should be independent of (not
involved in) from the accounting (QuickBooks recording) function.

e Any checks received should immediately be stamped “for deposit only” with the
correct bank account stamp.

e “Post Dated” checks should never be accepted for tuition or fee payment.

e Do not accept a check for an amount greater than the amount owed. NEVER give
a parish check or cash back for a check received.

e All income items must be deposited INTACT. This means that all money is
deposited in the same form (cash, check, money order) that was collected. No
change is made and no checks are cashed. Retain a copy of the deposit slip at the
parish.

e Someone other than the person receiving the money or the person recording the
income into QuickBooks should periodically compare the income log to the bank
deposit information.

e Other parish income should be deposited no less frequently than weekly. If a
large amount of cash is included in the deposit, a separate deposit should be made
on that day. Avoid keeping a substantial amount of cash onsite overnight. When
asked, “How much is a substantial amount?”” one may consider any amount that
one would not want to have to reimburse from personal funds if it is lost or stolen.
In no case should it exceed $500.

3. Income Documentation Standards (04/14/2021)

All income received at the parish should be properly documented. To achieve this level of
documentation, each item on the deposit ticket/summary report should have supporting
documentation in the form of a PDS batch report (if the income is recorded in PDS), a detail
listing of payers and amounts, a cash receipt (if cash is received), or a copy of each check. This
documentation could be in electronic form if adequate backups exist and the data can be easily

3
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retrieved. When a PDS batch report is used, the report total should match the collection tally
sheet (for collections). The total of all detail items should match the deposit ticket total. Online
deposits should attach a detailed listing report of the payers from the payment service provider
with amounts (and fees) that matches the deposit amount on the bank statement. Record online
donations (or other payments) at the full amount given by the donor in the proper QuickBooks
income account and PDS (or ParishSoft) and code the fees to Credit Card Fees (#44002) to
reduce the deposit to the actual amount that was put into the checking account.

A 3-part receipt should always be issued whenever cash is received — including religious
education tuition payments and Mass stipend income received. When issuing receipts:

The top copy (white) should be given to the parishioner, the second (yellow) copy should
be clipped to the money received and saved with the funds, and the third copy (pink)
should always remain in the receipt book as a control copy. Please ensure that a receipt is
issued for all cash received, even if the parishioner does not want their copy.

When preparing a deposit with cash in it, take the yellow receipt copies and attach them
to the deposit documentation packet. The total of the yellow receipts should match the
amount of cash deposited.

When receipt books are first issued, the beginning and ending receipt numbers should be
written on the book cover in marker to identify the first and last receipts in the book.
Periodically, each book in use should be skimmed by someone not writing receipts from
the book to ensure that all pages are in the book. A missing page of receipts should be
promptly investigated since it could indicate that funds may be missing as well.

In a situation such as the ham dinner, a bake sale, or small fundraiser where issuing
receipts is not practical, then strong cash handling rules should be exercised and a cash
count sheet should be prepared after the event by the person(s) responsible for the event
that lists each denomination and totals the amount delivered. This cash count sheet
should be attached to the deposit documentation packet for that event.
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Sample Event Counting Sheet

Event Name:
Income Counting Detail Sheet
Date:
Drop Time: Drop Time:
Bag Number: Bag Number:
CURRENCY: CURRENCY:
$1 $1
$2 $2
$5 $5
$10 $10
$20 $20
$50 $50
$100 $100
SUBTOTAL: $ SUBTOTAL: $
COINS: COINS:
$1.00 $1.00
$0.50 $0.50
$0.25 $0.25
$0.10 $0.10
$0.05 $0.05
$0.01 $0.01
SUBTOTAL: $ SUBTOTAL: $
CHECKS: CHECKS:
(attach tape) (attach tape)
TOTAL: $ TOTAL: $
(cash + coins + checks) (cash + coins + checks)

We attest that the above count is complete and accurate to the best of our abilities:
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4. All Souls / Father’s & Mother’s Day Mass Offerings

If your parish receives envelope donations for All Souls Day, Father’s Day Masses or Mother’s
Day Masses, these amounts are to be deposited into the Mass stipend checking account and the
required number of Masses must be recorded in the Mass Intention Book. Per 4" Synod #263
83, a Mass intention should be recorded for the “poor souls of the parish,” “purgatorial society,”
or “Mothers & Fathers” for every $10 in All Souls Day envelope offerings. The process outlined
below should adequately address the issue of All Souls envelopes:

- Segregate all envelopes marked for All Souls Day Masses
- Total the donations received in these envelopes and divide by $10

- This is the number of “All Souls” or “Purgatorial Society” Mass intentions that
the parish should record in its Mass book and offer throughout the upcoming year

- Any fraction less than $10 remaining should be recorded as an additional Mass
with a stipend of that remaining amount. To maintain account balance, the priest
who offers this intention should be paid this remaining amount, not the regular
stipend amount.

- If the parish chooses, all names listed on the back of the envelopes could be
mentioned in the next bulletin as “All Souls” or “Purgatorial Society” intentions
for the coming year. Some parishes choose to place these envelopes in a bowl
near (but not on) the altar when an All Souls intention is offered.

- Any Mass intentions that cannot be offered within one year’s time should be
forwarded to Moderator of the Curia at the Diocesan Administration Building.

Additional information regarding the proper handling of Mass Intentions can be found on the
Diocesan website by clicking on Documents/Forms | Internal Audit | Mass Intention and Stipend
Handling Guide or by following this link:

http://www.rockforddiocese.org/pdfs/internal-audit/DOR-Mass-Stipend-Guide.pdf

5. PayPal / Square Account Precautions (07/24/2019)

Parishes, Schools, or Support Societies may wish to set up and operate an electronic payment
collection system such as Square or PayPal. Individual Square or PayPal accounts and Business
Square or PayPal accounts that are not properly set up and managed present a tremendous risk of
misappropriation and should not be used. These accounts also incur expenses for all payments
received.
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PayPal and Square require someone to establish an account with them for transaction processing.
All funds received are deposited into these internal accounts. Funds are released to the bank
account associated with the account either automatically or manually.

If a parish wishes to create a Square or other type of account, the account should be one with
multiple users where each user can be assigned different access rights. The users with
administrative access should be limited to the pastor and perhaps the principal or business
manager only. No other users should have access to change bank routing information. Other
staff and volunteers could be given limited access to accept payments only. Any account
established for the parish, school, or support society must use the parish FEIN (tax ID number),
not a person’s social security number. As of this update, only PayPal allows the use of an FEIN
to open an account. Square REQUIRES someone’s SSN, but allows them to add an FEIN to the
account. This can be a significant problem if the volunteer or staff person leaves the
organization. No one should be authorized to open a transaction account such as this in the
parish or a society name without following these guidelines and obtaining the pastor’s
approval.

When you transfer funds from the PayPal account, remember to only transfer whole transaction
amounts. While PayPal allows transfers of any amounts, transferring whole transactions will
greatly simplify the reconciliation process between bank deposits and income received. Always
print documentation of the income received to include in a deposit packet for the transfer.

If a parish finds that its credit card transaction volume increases substantially, it may wish to
investigate establishing their own “merchant account” to help reduce fees. These accounts
require parishes to institute standardized security protocols to protect credit card information.
Please contact the Diocesan Finance Office if you have an interest in exploring this option.

6. School Tuition Processing Guidelines (05/03/2018)

All schools rely on tuition income to maintain their operations. Families are generally
charged and pay tuition for their students attending school. Since these funds can be
accepted in cash or check and (possibly credit card), the procedures in use should provide an
adequate level of protection from risk of loss. Historical practices shall not constitute
justification for deviation from the following guidelines. These practices can also be used
for Pre-school, Religious Education, Extended Care, or other ministries that process tuition-
type payments.

Third Party Tuition Services

Parishes are encouraged to contract with third party tuition processing providers such as
“Smart Tuition,” “FACTS,” “TADS,” and others. One major benefit of these services is that
the school is relieved of the tuition cash handling risks if 100% of tuition is collected
through the service. Even with a service, the school should balance deposits to detail
collection listing reports and reconcile bank deposits to vendor reports monthly. If the

8
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school still allows direct tuition payments, the guidelines below will still need to be
implemented to mitigate tuition handling risks for the funds handled by the school.

Segregation of Duties

A key internal control philosophy is that the various duties of a financial process should be
performed by different individuals and that no one person should control more than one key
process (collecting, depositing, or reconciling). Segregation of Duties is a primary internal
control used in cash handling. If the school secretary accepts tuition payments, someone
else should record the tuition payments into the tuition-tracking program. The person
operating the tracking program should not accept payments. The parish bookkeeper or
business manager should complete bank deposits.

Receipts

A written receipt must be completed immediately for each cash transaction and preferably
for all transactions, even if the payers do not want their copy. Checks should be promptly
endorsed “for deposit only.” Receipts should be prepared from a 3-part receipt book that is
stored in a secure location whenever it is not in use. See Section A-3 “Income
Documentation Standards.”

Compensating Controls

If adequate segregation of duties is not feasible, then strong compensating controls should
be implemented and consistently followed. These could take the form of the principal
comparing cash received for the week (from the receipt books) to the cash delivered to the
parish office for deposit. A deposit summary or worksheet form that splits out cash and
checks received by income type should be completed. Monthly tuition actually collected
should be compared to expected tuition amounts and even cash tuition could be predicted by
knowing which families typically pay in cash.

Deposit All Cash Promptly

If the school receives more than a predetermined amount of cash in a day, a separate deposit
should be made and delivered to the parish office for prompt deposit into the bank account.
The preset amount of cash should be low (e.g. $100) but should be established by the pastor
and principal. When that accumulated amount is reached or at the end of each month, ALL
cash at the school should be included in the next deposit. The second copy of the receipt
that is attached to the cash should be stapled to the deposit worksheet and the total cash
listed on the worksheet should match the total of the yellow cash receipt copies. Do NOT
hold out any cash or checks for any purpose. All cash must be deposited and all cash should
have a corresponding yellow receipt copy. Do not cash checks from cash received.

Any funds retained at the school overnight must be stored in a locking desk drawer or safe.
A Dbest practice requires keeping the location locked throughout the day as well. Cash

9
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amounts over $100 should be stored in a locked safe. Any safe should be located in an
inconspicuous place and be secured to the floor. Access to the keys or combination for this
safe should be very limited with a copy provided to the pastor. Mail “cubbies,” unlocked
desk drawers, or other non-secure places should never be used to store cash — even for a
short period of time.

Additional Deposit Documentation

After the deposit worksheet is prepared and the yellow receipt copies attached, the person
who entered the payment information into the tuition-tracking program should print out a
payment listing report for the deposit. The payment listing must match the total tuition
deposited. Once a deposit is prepared and a listing printed, do not add more payments into
the system for the same day. If additional payments come in, record them as of the next
school day (in both the receipt book and the tuition-tracking program)

Accepting Credit Cards

Credit cards offer a method of payment that provides families with some flexibility in
financing their tuition payments or managing their cash flow. They can additionally provide
rewards to the consumer who pays for products or services using their credit card. Schools
can benefit from accepting credit cards by receiving their payment in a more prompt
manner. Any time a school accepts a credit card payment, several bank fees can be applied
which reduces the net amount received by the school. Additionally, credit card processing is
subject to the “Payment Card Industry Data Security Standard” or PCI compliance. These
guidelines were established to help protect data during and after a financial transaction that
is made by a credit card. If a school chooses to accept credit cards directly (not through a
tuition service), they should discuss the appropriate security safeguards that they will need
to be followed to maintain PCI compliance. This information is available from your
merchant processing institution.

Tuition Receivable

The principal and pastor should discuss any delinquent tuition accounts on a regular
(monthly or quarterly) basis. Personal meetings with families who have delinquent tuition
should be scheduled promptly to discuss the situation and establish a payment plan or
explore tuition assistance options, depending on circumstances. The pastor must approve all
credits, adjustments, tuition aid, or payment arrangements.

Pastor Approval of Tuition Adjustments

If a school family requires tuition assistance in the form of a non-standard payment plan or tuition
reduction, the principal may evaluate the level of need or a third party need evaluations service
may be used. Before assistance is granted, the pastor should always be consulted and give his
approval whenever a modification to current payment plans is requested or a tuition
reduction/assistance is sought since the parish is ultimately responsible for any financial shortfalls
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at the school.

Required Contributions to Receive “In-Parish” Tuition Rates

Elementary schools may implement a “non-parish” tuition rate along with an “in-parish” rate for
tuition. To qualify for the in-parish rate, parishes may impose non-financial criteria to indicate
“active” participation at the parish. They may NOT require a minimum contribution to the
church as a stipulation for in-parish rates. Since the IRS views required contributions for a
tuition discount as additional tuition that is not tax deductible, the Diocese of Rockford’s policy
is not to allow parishes to require ANY particular level of contributions to obtain the “in-parish”
tuition rate. Valid indicators of “Active Participation” could include parish registration, Mass
attendance, ministry involvement, or other non-financial demonstrations of active participation.

Other Topics

Do not accept post-dated checks that cannot be promptly deposited. Do not pay refunds
from cash received; instead process a request for refund with the parish office. Do not allow
“cash-back” from a tuition payment. No cash may ever be used to pay an expense — all cash
received must be deposited.

7. Internal Controls for Fundraisers (05/18/2020)

By: Donald Borisch

Parish, Schools, and Support Societies may choose to hold fundraising events from time to time.
These events can take many forms from bake sales to festivals or dinners and auctions. Since the
primary goal of these events is to raise money for a parish purpose, it is in the best interest of the
volunteers and the parish to ensure that preparations have been made to minimize the risks that
funds might be diverted from parish purposes. To this end, the following basic internal controls
for fundraising events are presented.

Please remember that since each event can be structured in a unique manner, these basic controls
will need to be modified to fit your particular situation. A small bake sale would not demand the
same level of control that a parish-wide festival would need. If you have any questions or would
like assistance in customizing these controls for your event, please contact the Diocesan Finance
Office or the Internal Auditor.

GENERAL

One of the most important internal controls available for fundraising is the concept of
segregation of duties. This practice asks that multiple unrelated people should be used
throughout an income or disbursement process to ensure that one person does not control all of
the functions. For disbursements, one person should approve the invoice to be paid, another
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person should print the check and record the expense, and another person should sign the check.
The person printing the check should not have signing authority on the account. Temptation and
opportunity for embezzlement increase when segregation of duties is not present. In small
operations, complete segregation may not be feasible. In these situations, compensating controls
need to be implemented to minimize the risks. Compensat